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Garanti Bank

Recalibration of the Balance Sheet

� Loans to customers increased 2.8% to TL7,599,712 Billion

� Asset quality improved as NPL ratio decreased further to 5.1% from 8.7%

� Deposits from customers were up by 5.3%, constituting 66.4% of assets as of year-end 2002

� Net banking income of the banking group increased by 78.1%, reaching TL805,169 Billion 

� Adjusted net interest income reached TL127,066 Billion in 2002, as compared to a negative 

TL107,619 Billion in 2001

� Net fee and commission income was up by 91.8%, reaching TL322,181 Billion

� Operating expenses to average assets ratio decreased to 4.2% in 2002 from 5.8% in 2001

� Cost / Income ratio came down to 83.7% in 2002, from 186.3% in 2001

� Net income was TL28,015 Billion in 2002, as compared to a negative TL840,865 Billion in 2001

� BIS capital adequacy ratio was 13.23% in 2002

Highlights of 2002
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Garanti Bank

Net Income / (Loss) for the Year
A Year of Recuperation 

Net Income
TL Billion

(108,804)(115,401)(67,618)

(849,065)

5,186

(44,994)

25,483
142,271

Banking Other Financial Retail Other 

2001 2002

142,271

25,483
5,186

44,994

127,946
99,931

28,015

Banking Other Financial Other Non-
Financial

Retail Combined Eliminations Total

Net Income
TL Billion

– Following the financial turmoil in 

2001, the strongest recovery was 

observed in the banking segment

– Despite adverse market conditions, 

the banking business registered a 

net income of TL142,271 Billion in 

2002, as opposed to TL849,065 

Billion loss in 2001

* Segment analysis is based on pre-elimination figures

2002

Segment Analysis*
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Garanti Bank

Net Banking Income and OPEX of the Banking Group

– Net banking income of the banking 

group increased by 78.1%

– Operating expenses of the banking 

group declined by 39.8%  

(107,619)

127,066167,982

322,181

391,696

355,922

2001 2002
Adjusted NII Net Fees & Commissions

Net Trading Income

355,202
242,898

792,411

435,197

142,725

98,671

2001 2002

Personnel Administrative Depreciation

Initiatives for cost reduction and banking income enhancement paid off

+78.1%

452,059

805,169

* Segment analysis is based on pre-elimination
figures

Operating Expenses
TL Billion

Net Banking Income  
TL Billion

776,766

1,290,338
-39.8%

Personnel expenses include salaries and wages and employee benefits
Other administrative expenses are advertising, rent, EDP, SDIF, taxes and duties and other operating expenses

Segment Analysis*
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Garanti Bank

Financial Summary

Selected Figures
IAS29 US$

12.5%

186.3%

(37.9%)

(3.4%)

8.7%

(526)

1,084

8,753

4,622

14,636

December 31, 2001

0.1%ROAA (%)

1.6%ROAE (%)

18Net Income (US$ Million)

5.1%NPL Ratio (%)

13,882Total Assets (US$ Million)

4,753Net  Cash Loans (US$ Million)

9,215Deposits (US$ Million)

December 31, 2002

13.2%Capital Adequacy Ratio (%)

83.7%Cost / Income (%)

1,062Total Shareholders’ Equity (US$ Million)

– Net cash loans increased by 2.8%, 

reaching US$ 4,753 Million

– Deposits were 5.3% higher in 2002 

YE, as compared to 2001 YE

– Garanti registered a net income of 

US$18 million in 2002, as compared 

to a loss of US$526 million in the 

previous year

– NPL ratio decreased to 5.1% in 2002

– Cost / Income ratio decreased 

further to 83.7% in 2002 from  

186.3% in 2001 

– Capital adequacy ratio increased to 

13.2% in 2002

Consolidated Financial Performance

A year of recovery
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Garanti Bank

– Assets were TL22,194 trillion at 2002 

year-end

– Loans to banks decreased by 39%

– Share of loans to customers in total 

assets increased to 34.2%in 2002 YE, 

as opposed to 31.6% in 2001 YE

Asset Size
TL Trillion

Asset Size
Further increase in the share of loans to customers

2,784 2,086

7,926 8,173

1,849
1,121

7,390
7,600

1,702
1,561

1,748
1,653

2001 2002

Cash & Banks Securities Loans to Banks

Loans to Customers Tangible Assets Other

Composition of Assets
%

11.9% 9.4%

33.9% 36.8%

7.9% 5.1%

31.6% 34.2%

7.3% 7.0%
7.4% 7.5%

2001 2002

Cash & Banks Securities Loans to banks

Loans to customers Tangible Assets Other

23,399
22,194

Other assets include intangible assets, investments in associated companies,deferred tax assets, and other assets

Consolidated Financial Performance
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Garanti Bank

– Despite adverse market conditions, 

net cash loans increased by 2.8% in 

real terms and gross NPLs declined 

by 42.1%

– At year-end 2002,  FX loans 

consitituted 74.8% of total loans, 

while the share of TL loans stood at 

25.2% 

– NPL provisioning rate was 31.8% at 

2002 YE. 

Loans

5,928
5,681

1,919
1,462

2001 2002

TL FC

Net Cash Loans
TL Trillion

7,390
7,600

Consolidated Financial Performance

3.9%
1.6%

4.8%

3.5%

2001 2002

Provisioned NPL Unprovisioned NPL

5.1%

8.7%

NPLs and Provisioning
%

Asset Quality 31.12.2001 31.12.2002 

Secured Loans 59.91% 67.67% 

Unsecured Loans 40.09% 32.33% 
 

 

Real increase in loans along with an improvement in asset quality
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Garanti Bank

– The share of IEAs in total assets 

reached 79.8%, while the share of 

IBLs declined to 67.8%

IEA versus IBL

IBL/Total Liabilites and SHE IEA/Total Assets

Consolidated Financial Performance

79.8%
78.9%

2001 2002

67.8%

71.0%

2001 2002

The spread between IEAs and IBLs increased
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Garanti Bank

Liabilities & SHE 
TL Trillion

Composition of Liabilities and SHE 

1,653 704

13,995
14,733

313 1,082

4,512 2,899

1,193
1,078

1,733
1,698

2001 2002

Deposits from banks Deposits from customers
Repo obligations Funds Borrowed
Other SHE

Composition of Liabilities and SHE
%

7.1% 3.2%

59.8% 66.4%

1.3%
4.9%

19.3%
13.1%

5.1% 4.9%

7.4% 7.6%

2001 2002

Deposits from Banks Deposits from Customers
Repo Obligations Funds Borrowed
Other SHE

23,399
22,194

– Share of deposits in total liabilities 

and shareholders’ equity reached 

66.4%

– Funds borrowed declined by  35.8%,  

mainly due to decrease in funds 

borrowed from foreign banks and 

institutions

– A more attractive FC deposit market

caused funds borrowed from  

foreign banks and institutions to 

decline

Improvement in funding base

Consolidated Financial Performance
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Garanti Bank

– Total deposits increased by 5.3% on 

an annual basis. The increase was 

even more significant with 20.8%, as 

compared to the first quarter. The 

decline in the first quarter was due 

to the rationalization of high-cost 

deposits that came to Garanti as a 

result of Osmanli merger

– The share of demand deposits 

increased to 19.8%  in TL deposits

– The share of demand deposits in 

total FX deposits increased to 32.2%

Total Deposits
TL Trillion

Deposits

Composition of Deposits %
(excluding accrued interest expense)

13,995

12,198

14,73314,827
15,319

2001 02 Q1 02 Q2 02 Q3 2002

15.0%

74.2% 70.1%

13.6%13.0%
1.1% 1.3%

11.7%

2001 2002

Saving Public and Other Commercial FC

26.3% 29.3%

73.7% 70.7%

2001 2002

TL FC

26.2% 28.5%

73.8% 71.5%

2001 2002

Demand Time

Demand vs. Time Deposit
%

TL – FC Breakdown %
(including bank deposits)

Strong increase in deposits as of 02Q1

Consolidated Financial Performance
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Garanti Bank

Composition of Interest Income
%

Composition of Interest Income and Interest Expense

Composition of Interest Expense
%

47.3%
40.4%

21.8%

11.1%

28.0%

44.9%

3.6%2.9%

2001 2002

From Loans From Banks
From Securities Other

80.1%
89.0%

19.0%
10.5% 0.5%0.9%

2001 2002

On Deposits On Funds Borrowed Other

– The composition of interest income 

changed in favor of interest earned 

on securities which includes FX 

gains on FX-indexed securities

Consolidated Financial Performance
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Garanti Bank

Non-Interest Income
A more sustainable earnings base

193,173
339,577

397,938
354,661

96,810
61,56869,244
58,174

161,651 72,421

2001 2002

Net Fees and Comm. Trading Income Retail
Insurance Other

Composition of Non-Interest Income
%

918,816 886,401

21.1%
38.3%

43.3%

40.0%
10.5%
7.5%

6.6%17.6%
6.9%

8.2%

2001 2002
Net Fees and Comm. Trading Income
Retail Insurance
Other

Non-Interest Income Excl. Trading 
TL Billion

Composition of Non-Interest Income Excl. Trading 
%

37.1%

63.9%

18.6%

11.6%
13.3%

10.9%31.0%
13.6%

2001 2002
Net Fees and Commissions Retail Insurance Other

520,878 531,740

2001 2002

2.1%

– Share of net fees and commissions 

increased significantly from 21.0% in 

2001 to 38.3% in 2002  as a result of 

the Bank’s comprehensive approach 

in increasing sustainable sources of 

revenue

Non-Interest Income
TL Billion

Consolidated Financial Performance
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Garanti Bank

Net Fees and Commissions / Average Assets
%

Fees and Commissions

35.9%

13.6%

2001 2002

Fees and Commissions
TL Billion

1.5%

0.8%

2001 2002

Net Fees and Commissions / Operating Expenses %

527,765

334,592

193,173

561,762

222,185
339,577

Fees & Commissions Received Fees & Commissions Paid Net
2001 2002

75.8%

– Net fees and commissions increased 

by 75.8% in 2002

– Garanti’s net fees and commissions 

income covered 35.9% of its 

operating expenses in 2002, the best 

among its peers,  and its ratio to 

average assets increased to 1.5% in 

2002 from 0.8% in 2001

Highest increase in fee and commission income among the peer group

Consolidated Financial Performance
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Non-Interest Expenses*
TL Billion

Non-Interest Expenses

*excluding impairment and
provision for severance payments

509,677
345,758

218,219

178,046

914,920

599,539

2001 2002

Personnel Depreciation Other Admin.

-31.6%

1,642,816

1,123,343

31.0% 30.8%

13.3% 15.8%

55.7% 53.4%

2001 2002

Personnel Depreciation Other Admin.

Composition of Non-Interest Expenses
%

– Operating expenses (non-interest 

expenses excluding  depreciation) 

were down by 33.6% reflecting a 

determined approach to cost cutting

Personnel expenses include salaries and wages and employee benefits
Other administrative expenses are advertising, rent, EDP, SDIF, taxes and duties and other operating expenses

Rent: TL73,683 Billion,

Advertising: TL61,726 Billion

Significant decline in operating expenses

Consolidated Financial Performance
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Garanti Bank

Operating Expenses / Average Assets
%

Operating Expenses

Cost /Income Ratio
%

83.7%

186.3%

2001 2002

– Garanti’s operating expenses / 

average assets ratio decreased from 

5.8% in 2001 to 4.2% in 2002

– During the year, Garanti continously 

improved its cost / income ratio 

through aggressive cost reduction 

and earnings enhancement 

initiatives

4.2%

5.8%

2001 2002

Further improvement in cost / income ratio

Consolidated Financial Performance
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Garanti Bank

2001 Profit / Loss 
TL Trillion

Profit / Loss

2002 Profit / Loss 
TL Trillion

Consolidated Financial Performance

– The consolidated net income figure 

for 2002 was TL28,015 Billion, 

versus a loss of TL840,865 in 2001

– Total income increased by 80.6%, 

reaching TL 1,129 Trillion

– Total non-interest expenses were cut 

by 32.3%, declining to TL 1,130 

Trillion 

Total 
Income

625
Total  Non 

Interest 
Exp.

1,669

Impairment 
Losses

206

Taxation 
Credit

360

Minority 
Interest

87
Extraordinary 

Item

38

Loss 
for 
the 
Year

841

-1,300

1,300

Total 
Income

1,129

Total  Non 
Interest 

Exp.

1,130

Impairment 
Losses

69

Taxation 
Credit

67

Minority 
Interest

31

Net 
Income 
for the 
Year

28

1,300

-1,300

NII + Net Fee&Comm. + Operating 
Income – Loan Loss Provision + 
Monetary Gain

Excluding Impairment Losses

Excluding Loan Loss Provision
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Garanti Bank

� Adjusted NIM 1.34% vs negative 1.47% in 2001 

� Deposit & loan growth

� Asset quality improvement

� Cost / Income down to 83.7%

� Capital adequacy increased

Summary


