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ot Garanti

TURKIYE GARANTI BANKASI A.S.
I ssue of U.S.$750,000,000 4.750% Notes due 2019
under its U.S.$6,000,000,000 Global M edium Term Note Programme
Issue price: 99.876%

The U.S.$750,000,000 4.750% Notes due 2019 (the Notes) are being issued by Tiirkiye Garanti Bankasi A.S., a banking institution
organised as a public joint stock company under the laws of Turkey and registered with the Istanbul Trade Registry under number
159422 (the Bank or the I ssuer) under its U.S.$6,000,000,000 Global Medium Term Note Programme (the Programme).

The Notes have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the Securities Act) or any U.S.
State securities laws and are being offered: (a) for sale to qualified institutional buyers (each a QIB) as defined in, and in reliance upon,
Rule 144A under the Securities Act (Rule 144A) and (b) for sale in offshore transactions to persons who are not U.S. persons in reliance
upon Regulation S under the Securities Act (Regulation S). For a description of certain restrictions on sale and transfer of investmentsin
the Notes, see “Plan of Distribution” herein and “ Subscription and Sale and Transfer and Selling Restrictions” in the Base Prospectus
(as defined under “ Documents Incor porated by Reference” below).

AN INVESTMENT IN THE NOTESINVOLVES CERTAIN RISKS. SEE “RISK FACTORS" HEREIN.

The Notes will bear interest from (and including) 17 April 2014 (the Issue Date) to (but excluding) 17 October 2019 (the Maturity
Date) at afixed rate of 4.750% per annum. Interest will be payable semi-annually in arrear in equal instalments on the 17th day of each
April and October in each year (each an I nterest Payment Date) up to (and including) the Maturity Date; provided that if any such date
is not a Payment Business Day (as defined in Condition 7.6), then such payment will be made on the next Payment Business Day but
without any further interest or other payment being made in respect of such delay. Principal of the Notes is scheduled to be repaid on the
Maturity Date, but may be repaid earlier under certain circumstances described herein and in the Base Prospectus. For a more detailed
description of the Notes, see“ Terms and Conditions of the Notes” herein.

This Prospectus has been approved by the Central Bank of Ireland, as competent authority under Directive 2003/71/EC as amended
(including the amendments made by Directive 2010/73/EU) (the Prospectus Directive). The Central Bank of Ireland only approves this
Prospectus as meeting the requirements imposed under Irish and European Union (EU) law pursuant to the Prospectus Directive. Such
approval relates only to the Notes that are to be admitted to trading on a regulated market for the purposes of Directive 2004/39/EC
and/or that are to be offered to the public in any member state of the European Economic Area. Application has been made to the Irish
Stock Exchange for the Notes to be admitted to its official list (the Official List) and trading on its regulated market (the Main
Securities Market); however, no assurance can be given that such application will be accepted. References in this Prospectus to the
Notes being listed (and all related references) shall mean that the Notes have been admitted to the Official List and trading on the Main
Securities Market.

Application has been made to the Capital Markets Board of Turkey (the CMB), in its capacity as competent authority under Law
No. 6362 (the Capital Markets Law) of the Republic of Turkey (Turkey) relating to capital markets, for the issuance and sale of the
Notes by the Bank outside of Turkey. The Notes cannot be sold before the approved issuance certificate (ihrag belgesi) and the approved
tranche issuance certificate (tertip ihrag belgesi) have been obtained from the CMB. The CMB issuance certificate relating to the
issuance of notes under the Programme based upon which the offering of the Notes is conducted was obtained on 10 February 2014, and
the tranche issuance certificate bearing the approval of the CMB relating to the Notes is expected to be obtained from the CMB on or
before the Issue Date.

The Notes are expected to be rated at issuance “BBB” by Fitch Ratings Ltd. (Fitch) and “Baa2” (negative outlook) by Moody’s Investors
Service Limited (Moody’s and, together with Fitch and Standard & Poor’s Credit Market Services Europe Limited, the Rating
Agencies). The Bank has also been rated by the Rating Agencies, as set out on page 140 of the Base Prospectus. Each of the Rating
Agencies is established in the EU and is registered under Regulation (EU) No 1060/2009, as amended (the CRA Regulation). As such,
each of the Rating Agenciesis included in the list of credit rating agencies published by the European Securities and Markets Authority
on its website (at http://www.esma.europa.eu/pagel/List-registered-and-certified-CRAS) in accordance with the CRA Regulation. A
security rating is not a recommendation to buy, sell or hold securities and may be subject to suspension, reduction or withdrawal at any
time by the assigning rating agency.

The Notes are being offered under Rule 144A and Regulation S by each of Banco Bilbao Vizcaya Argentaria, SA., Citigroup Global
Markets Limited, HSBC Bank plc and Merrill Lynch, Pierce, Fenner & Smith Incorporated (each an Initial Purchaser and, collectively,
the Initial Purchasers), subject to their acceptance and right to reject orders in whole or in part. It is expected that: (a) delivery of the
Rule 144A Notes will be made in book-entry form only through the facilities of The Depository Trust Company (DTC), against payment
therefor in immediately available funds on the Issue Date (i.e., the fifth Business Day following the date of pricing of the Notes; such
settlement cycle being referred to herein as T+5)), and (b) delivery of the Regulation S Notes will be made in book-entry form only
through the facilities of Euroclear Bank SA/NV (Euroclear) and/or Clearstream Banking, société anonyme (Clearstream,
L uxembour g), against payment therefor in immediately available funds on the Issue Date.

Joint Lead Managers
BofA Merrill Lynch Banco Bilbao Vizcaya Argentaria, SA. Citigroup HSBC
The date of this Prospectusis 15 April 2014.



This Prospectus comprises a prospectus for the purposes of the Prospectus Directive. This document does not
constitute a prospectus for the purpose of Section 12(a)(2) of, or any other provision of or rule under, the
Securities Act.

This Prospectus is to be read in conjunction with all documents (or parts thereof) that are deemed to be
incorporated herein by reference (see “ Documents I ncorporated by Reference”). This Prospectus shall be read
and construed on the basis that such documents (or parts thereof) are incorporated in, and form part of, this
Prospectus.

The Issuer, having made all reasonable enquiries, confirms that: (@) this Prospectus (including the information
incorporated herein by reference) contains all information that in its view is material in the context of the issuance
and offering of the Notes (or beneficial interests therein), (b) the information contained in, or incorporated by
reference into, this Prospectus is true and accurate in all material respects and is not misleading, () any opinions,
predictions or intentions expressed in this Prospectus (or any of the documents incorporated herein by reference) on
the part of the Issuer are honestly held or made by the Issuer and are not misleading in any material respects, and
there are no other facts the omission of which would make this Prospectus or any of such information or the
expression of any such opinions, predictions or intentions misleading in any material respect, and (d) all reasonable
enquiries have been made by the Issuer to ascertain such facts and to verify the accuracy of all such information and
statements.

The Issuer accepts responsibility for the information contained in this Prospectus. To the best of the knowledge of
the Issuer (having taken all reasonable care to ensure that such is the case) the information contained in this
Prospectusis in accordance with the facts and does not omit anything likely to affect the import of such information.

To the fullest extent permitted by law, none of the Initial Purchasers accept any responsibility for the information
contained in, or incorporated by reference into, this Prospectus or any other information provided by the Issuer in
connection with the Notes or for any statement consistent with this Prospectus made, or purported to be made, by an
Initial Purchaser or on its behalf in connection with the Notes. Each Initial Purchaser accordingly disclaims all and
any liability that it might otherwise have (whether in tort, contract or otherwise) in respect of the accuracy or
completeness of any such information or statements.

No person is or has been authorised by the Issuer to give any information or to make any representation not
contained in or not consistent with this Prospectus or any other information supplied in connection with the Notes
and, if given or made, such information or representation must not be relied upon as having been authorised by the
Issuer or any of the Initial Purchasers.

Neither this Prospectus nor any other information supplied in connection with the Notes: (a) is intended to provide
the basis of any credit or other evaluation or (b) should be considered as a recommendation by the Issuer or any of
the Initial Purchasers that any recipient of this Prospectus or any other information supplied in connection with the
Notes should invest in any Notes. Each investor contemplating investing in the Notes should: (i) determine for itself
the relevance of the information contained in, or incorporated into, this Prospectus, (ii) make its own independent
investigation of the financial condition and affairs, and its own appraisal of the creditworthiness, of the Issuer and
(iii) make its own determination of the suitability of any such investment in light of its own circumstances, with
particular reference to its own investment objectives and experience, in each case based upon such investigation as it
deems necessary.

Neither this Prospectus nor any other information supplied in connection with the Notes or the issue of any Notes
congtitutes an offer or invitation by or on behaf of the Issuer or any of the Initial Purchasers to any person to
subscribe for or purchase, any Notes (or beneficial interests therein). This Prospectus is intended only to provide
information to assist potential investors in deciding whether or not to subscribe for or purchase Notes (or beneficial
interests therein) in accordance with the terms and conditions specified by the Initial Purchasers.

Neither the delivery of this Prospectus nor the offering, sale or delivery of the Notes (or beneficial interests therein)
shall in any circumstances imply that the information contained herein concerning the Issuer is correct at any time



subsequent to the date hereof (or, if such information is stated to be as of an earlier date, subsequent to such earlier
date) or that any other information supplied in connection with the Notesis correct as of any time subseguent to the
date indicated in the document containing the same. The Initial Purchasers expressly do not undertake to review the
financial condition or affairs of the Issuer during the life of the Notes or to advise any investor in the Notes of any
information coming to their attention.

The distribution of this Prospectus and the offer or sale of Notes (or beneficia interests therein) may be restricted by
law in certain jurisdictions. The Issuer and the Initial Purchasers do not represent that this Prospectus may be
lawfully distributed, or that the Notes (or beneficial interests therein) may be lawfully offered, in compliance with
any applicable registration or other requirements in any such jurisdiction, or pursuant to an exemption available
thereunder, or assume any responsibility for facilitating any such distribution or offering. In particular, no action has
been taken by the Issuer that is intended to permit a public offering of the Notes (or beneficial interests therein) or
distribution of this Prospectus in any jurisdiction in which action for that purpose is required. Accordingly, no Notes
(or beneficia interests therein) may be offered or sold, directly or indirectly, and neither: (@) this Prospectus nor (b)
any advertisement or other offering material may be distributed or published in any jurisdiction, except under
circumstances that will result in compliance with all applicable laws and regulations. Persons into whose possession
this Prospectus or any Notes (or beneficial interests therein) may come must inform themselves about, and observe,
any such restrictions on the distribution of this Prospectus, any advertisement or other offering material and the
offering and sale of Notes (or beneficial interests therein). In particular, there are restrictions on the distribution of
this Prospectus and the offer or sale of Notes (or beneficial interests therein) in the United States, the European
Economic Area (including the United Kingdom), Turkey, Japan, Switzerland, the People’s Republic of China (the
PRC) and the Hong Kong Special Administrative Region of the PRC. See “ Subscription and Sale and Transfer and
Salling Restrictions” in the Base Prospectus.

In making an investment decision, investors must rely upon their own examination of the Issuer and the terms of the
Notes, including the merits and risks involved. The Notes have not been approved or disapproved by the United
States Securities and Exchange Commission or any other securities commission or other regulatory authority in the
United States and, other than the approvals of the CMB and the Central Bank of Ireland described herein, have not
been approved or disapproved by any other securities commission or other regulatory authority in Turkey or any
other jurisdiction, nor have the foregoing authorities (other than the Central Bank of Ireland to the extent described
herein) approved this Prospectus or confirmed the accuracy or determined the adequacy of the information contained
in this Prospectus. Any representation to the contrary may be unlawful.

None of the Initial Purchasers or the Issuer makes any representation to any investor in the Notes regarding the
legality of its investment under any applicable laws. Any investor in the Notes should be able to bear the economic
risk of an investment in the Notes for an indefinite period of time.

The Notes may not be a suitable investment for all investors. Each potentia investor in the Notes must determine the
suitability of that investment in light of its own circumstances. In particular, each potential investor may wish to
consider, either onits own or with the help of itsfinancial and other professional advisers, whether it:

@ has sufficient knowledge and experience to make a meaningful evaluation of the Notes, the merits and risks
of investing in the Notes and the information contained in, or incorporated by reference into, this
Prospectus,

(b) has access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its particular

financial situation, an investment in the Notes and the impact such investment will have on its overall
investment portfolio;

(© has sufficient financial resources and liquidity to bear all of the risks of an investment in the Notes,
including where the currency for principal or interest payments is different from the potential investor’'s
currency;

(d) understands thoroughly the terms of the Notes and is familiar with the behaviour of financial markets; and



(e is able to evaluate possible scenarios for economic, interest rate and other factors that may affect its
investment and its ability to bear the applicable risks.

Legal investment considerations may restrict certain investments. The investment activities of certain investors are
subject to legal investment laws and regulations, or to review or regulation by certain authorities. Each potential
investor should consult its legal advisers to determine whether and to what extent: (&) the Notes are legal
investments for it, (b) the Notes (or beneficial interests therein) can be used by it as collateral for various types of
borrowing and (c) other restrictions apply to its purchase or pledge of any Notes (or beneficia interests therein).
Financial institutions should consult their legal advisers or the appropriate regulators to determine the appropriate
treatment of investments in the Notes under any applicable risk-based capital or similar rules.

GENERAL INFORMATION

The Notes have not been and will not be registered under the Securities Act or under the securities or “blue sky”
laws of any state of the United States or any other US jurisdiction. Each investor, by purchasing a Note (or a
beneficial interest therein), agrees (or will be deemed to have agreed) that the Notes (or beneficial interests therein)
may be reoffered, resold, pledged or otherwise transferred only upon registration under the Securities Act or
pursuant to the relevant exemptions from the registration requirements thereof described herein and under
“Subscription and Sale and Transfer and Selling Restrictions” in the Base Prospectus. Each investor in the Notes
also will be deemed to have made certain representations and agreements as described in the Base Prospectus. Any
resale or other transfer, or attempted resale or other attempted transfer, of the Notes (or a beneficial interest therein)
that is not made in accordance with the transfer restrictions may subject the transferor and transferee to certain
liabilities under applicable securities laws.

The Issuer has obtained the approved issuance certificate (ihra¢ belgesi) from the CMB (dated 10 February 2014
No. 298333736-105.03-286/1374) (the CMB Approval) and the Banking Regulatory and Supervisory Agency
approval (dated 20 December 2013 and numbered 20008792.42.2-31683) (together with the CMB Approval, the
Approvals) required for the issuance of the Notes. In addition to the Approvals, a tranche issuance certificate (tertip
ihrac belgesi) in respect of the Notes is required to be obtained from the CMB by the Issuer on or before the Issue
Date. As the Issuer is required to maintain all authorisations and approvals of the CMB necessary for the offer, sale
and issue of Notes under the Programme, the scope of the Approvals might be amended and/or new approvals from
the CMB and/or the BRSA might be obtained from time to time. Pursuant to the Approvals, the offer, sale and issue
of the Notes has been authorised and approved in accordance with Decree 32 on the Protection of the Value of the
Turkish Currency (as amended from time to time, Decree 32), the Turkish Banking Law No. 5411 of 2005 (the
Banking Law) and its related legislation, the Capital Markets Law numbered 6362 and Communiqué No. I1-31.1 on
Debt Instruments (the Communiqué on Debt Instruments) or its related regulation. The tranche issuance
certificate from the CMB relating to the approval of the issue of the Notes is expected to be obtained on or before
the Issue Date.

In addition, the Notes (or beneficial interests therein) may only be offered or sold outside of Turkey in accordance
with the Approvals. Under the CMB Approval, the CMB has authorised the offering, sale and issue of the Notes on
the condition that no sale or offering of Notes (or beneficia interests therein) may be made by way of public
offering or private placement in Turkey. Notwithstanding the foregoing, pursuant to the BRSA decision dated 6 May
2010 No. 3665 and in accordance with Decree 32, residents of Turkey may purchase or sell Notes (as they are
denominated in a currency other than Turkish Lira) (or beneficial interests therein) offshore on an unsolicited
(reverse inquiry) basis in the secondary markets only. Further, pursuant to Article 15(d)(ii) of Decree 32, Turkish
residents may purchase or sell Notes (or beneficial interests therein) offshore on an unsolicited (reverse inquiry)
basis, provided that such purchase or sale is made through licensed banks or licensed brokerage institutions
authorised pursuant to BRSA and/or CMB regulations and the purchase price is transferred through licensed banks
authorised under BRSA regulations. As such, Turkish residents should use licensed banks or licensed brokerage
institutions while purchasing the Notes (or beneficial interests therein) and transfer the purchase price through
licensed banks authorised under BRSA regulations.

Monies paid for purchases of Notes (or beneficia interests therein) are not protected by the insurance coverage
provided by the Savings Deposit Insurance Fund (the SDIF).



Notes offered and sold to QIBs in reliance upon Rule 144A (the Rule 144A Notes) will be represented by beneficial
interests in one or more Rule 144A Global Note(s) (as defined in the Base Prospectus). Notes offered and sold in
offshore transactions to persons who are not U.S. persons pursuant to Regulation S (the Regulation S Notes) will be
represented by beneficial interests in a Regulation S Globa Note (as defined in the Base Prospectus and, together
with the Rule 144A Global Note(s), the Global Notes).

The Rule 144A Global Note(s) will be deposited on or about the Issue Date with The Bank of New York Mellon,
New York Branch, in its capacity as custodian (the Custodian) for, and will be registered in the name of Cede &
Co. as nominee of, DTC. Except as described in this Prospectus, beneficial interests in the Rule 144A Global
Note(s) will be represented through accounts of financial ingtitutions acting on behalf of beneficial owners as direct
and indirect participantsin DTC. The Regulation S Global Note will be deposited on or about the Issue Date with a
common depositary (the Common Depositary) for Euroclear and Clearstream, Luxembourg and will be registered
in the name of a nominee of the Common Depositary. Except as described in this Prospectus, beneficia interestsin
the Regulation S Global Note will be represented through accounts of financial ingtitutions acting on behalf of
beneficial owners as direct and indirect accountholders in Euroclear and Clearstream, L uxembourg.

In connection with the issue of the Notes, Merrill Lynch, Pierce, Fenner & Smith Incorporated (the Stabilisation
Manager) (or persons acting on behalf of the Stabilisation Manager) may over-allot Notes or effect transactions
with a view to supporting the market price of the Notes at a level higher than that which might otherwise prevail;
however, there is no assurance that the Stabilisation Manager (or persons acting on behalf of the Stabilisation
Manager) will undertake any stabilisation action. Any stabilisation action or over-allotment may begin on or after
the date on which adequate public disclosure of the terms of the offer of the Notes is made and, if begun, may be
ended at any time, but it must end no later than the earlier of 30 days after the Issue Date and 60 days after the date
of the alotment of the Notes. Any stabilisation action or over-allotment must be conducted by the Stabilisation
Manager (or persons acting on behalf of the Stabilisation Manager) in accordance with all applicable laws and rules.

Notwithstanding anything herein to the contrary, the Bank may not (whether through over-allotment or otherwise)
issue more Notes than have been authorised by the CMB.

In this Prospectus, Bank means Tiirkiye Garanti Bankas1 A.S. on a standalone basis and Group means the Bank and
its subsidiaries (and, with respect to consolidated accounting information, its consolidated entities).

In this Prospectus, al references to Turkish Lira and TL refer to the lawful currency for the time being of the
Republic of Turkey, euro and € refer to the currency introduced at the start of the third stage of European economic
and monetary union pursuant to the Treaty on the Functioning of the European Union, as amended, and U.S.
Dollars, U.S.$ and $ refer to United States dollars.

The language of this Prospectus is English. Certain legidative references and technical terms have been cited in their
origina language in order that the correct technica meaning may be ascribed to them under applicable law. In
particular, but without limitation, the titles of Turkish legislation and the names of Turkish institutions referenced
herein (and in the documents incorporated herein by reference) have been trandated from Turkish into English. The
tranglations of these titles and names are direct and accurate.
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RISK FACTORS

Prospective investors in the Notes should consider carefully the information contained in this Prospectus and the
documents (or parts thereof) that are incorporated herein by reference, and in particular should consider al the risks
inherent in making such an investment, including the information under the heading “Risk Factors’ on pages 16 to
47 (inclusive) of the Base Prospectus (the Programme Risk Factors), before making a decision to invest. In
investing in the Notes, investors assume the risk that the Issuer may become insolvent or otherwise be unable to
make all payments due in respect of the Notes. There is a wide range of factors that individually or together could
result in the Issuer becoming unable to make all payments due in respect of the Notes. It is not possible to identify
all such factors or to determine which factors are most likely to occur, as the Issuer may not be aware of all relevant
factors and certain factors that it currently deems not to be material may become material as a result of the
occurrence of future events of which the Issuer does not have knowledge as of the date of this Prospectus. The I ssuer
has identified in the Programme Risk Factors a number of factors that could materially adversely affect its business
and ability to make payments due under the Notes. In addition, a number of factors that are materia for the purpose
of assessing the market risks associated with the Notes are also described in the Programme Risk Factors.

In addition, for purposes of the Notes the Programme Risk Factors shall be deemed to be revised as follows:

@ The last paragraph of the risk factor entitled “Risks relating to Turkey — Political Developments’ on
pages 19 and 20 of the Base Prospectusis hereby deleted in its entirety and replaced by the following:

These events are particularly noteworthy as municipal elections were held in Turkey on March 30, 2014
and Presidential elections are scheduled to be held in August 2014. In the March elections, the governing
party received approximately 44% of the total votes cast, which (though less than the 49.8% received in the
2011 elections) can be considered to be a successful election for the governing party. The governing party
won by a strong margin in Istanbul, while the top two parties were almost tied in Ankara (with the
governing party winning the majority) and the primary opposition party won decisively in Izmir. While the
March election results were largely in line with market expectations, the events surrounding such elections
and/or the results of the elections could contribute to the volatility of Turkish financial markets and/or have
an adverse effect on investors' perception of Turkey. Actual or perceived political instability in Turkey
could have a material adverse effect on the Group’s business, financial condition and/or results of
operations and on the value of the Notes.

(b) The second paragraph of the risk factor entitled “Risks related to Notes generally — EU Savings Directive”
on page 44 of the Base Prospectus is hereby deleted in its entirety and replaced by the following (with
corresponding changes to the second paragraph of the section of the Base Prospectus entitled “ Taxation —
EU Savings Directive”):

On 24 March 2014, the European Council adopted an EU Council Directive amending and broadening the
scope of the requirements described above. In particular, the changes expand the range of payments
covered by the EU Savings Directive to include certain additional types of income, and widen the range of
recipients payments to whom are covered by the EU Savings Directive, to include certain other types of
entity and legal arrangement. Member States are required to implement national legislation giving effect to
these changes by 1 January 2016 (which national legidation must apply from 1 January 2017).



DOCUMENTSINCORPORATED BY REFERENCE

The following documents that have previously been published or are published simultaneously with this Prospectus
and have been filed with the Central Bank of Ireland shall be incorporated in, and form part of, this Prospectus:

@ the sections of the Base Prospectus (the Base Prospectus) of the Bank dated 27 March 2014 relating to the
Programme entitled as set out in the table below:

Page references
(inclusive)
Cautionary Statement Regarding Forward-Looking Statements...........ccoceeeieieneneene 8
Notice to New Hampshire RESIAENES.........ccccovvvriiiiecceee e 9
U.S. INFOMMBLION. ....cvceieicieste e 9
Circular 230 DISCIOSUIE..........ccuireuireereeerrieeres ettt 10
Avalable INFOrMALTION .....c.ooveiiei e 10
Presentation of Financial and Other INformation ...........coocovvveonnennecnseesnccenae 10to 14
RISK FACLOIS. ...ttt 16 to 47
Enforcement of Judgments and Service Of ProCess.........ccooeverenerenenieeieeee e 48
Overview of the Group and the Programme............ccocoeeeererenenene e 50to 58
FOrm Of the NOLES........eee e 59to0 63
Terms and Conditions Of the NOES...........cooiiiie e 80t0 113
USE OF PrOCEEAS. ....c.eeceeeeee ettt et s b e b bt ae e e et e e see e e 114
Summary Financial and Other Dat@.........cccooereriiereneeeeeee e 115t0 116
Capitalisation Of thE GIOUP .......cceiveiieeiieeiesese e esaesaeene s 117
The Group and itS BUSINESS. .......civieriesieereeeeieseestese st sreseessessessessessessesseeseessessessessesses 118t0 142
RISK M@NAQEIMENL......c.eeiiieieise e see et e st e sresre e esa e e ensesaenrenrenns 143 to 147
Y= 7= T o 148 to 159
L@ T 2T 1RSSR 160to 163
Related Party TranSaClioNS..........coeieeeeeeiee ettt see e 164 to 165
Turkish BanKing SYSEEM ........coouiiiieieeeeice ettt eeas 166 to 169
Turkish Regulatory ENVIrONMEN ...........oiiiieiiiese et 170t0 192
BOOK-ENtry ClEaranCe SYSLEMS. ... ....cueeerieeieriestesiesieeeeeeeee e see e b e e e seeseesee e 193t0 197
LI € 1o o TSRS 198 to 201
Certain Considerations for ERISA and other U.S. Employee Benefit Plans................. 202
Subscription and Sale and Transfer and Selling RESIIICLIONS.........cccvveeeeceecevesesecens 203t0 213

(b) the independent auditors' audit reports and audited consolidated IFRS Financial Statements of the Group
for each of the years ended 31 December 2011, 2012 and 2013; and

(© the independent auditors' audit reports and audited unconsolidated BRSA Financial Statements of the Bank
for each of the years ended 31 December 2011, 2012 and 2013.

Following the publication of this Prospectus a supplement may be prepared by the Issuer and approved by
the Central Bank of Ireland in accordance with Article 16 of the Prospectus Directive in the event of any
significant new factor, material mistake or inaccuracy relating to information included in this Prospectusthat
is capable of affecting the assessment of the Notes.

Any statement contained in a document that is incorporated by reference herein shall be modified or
super seded for the purpose of this Prospectusto the extent that a statement contained herein or in any other
document incorporated by reference herein, or in any supplement, modifies or supersedes such earlier
statement (whether expressly, by implication or otherwise). Any statement so modified or superseded shall
not, except as so modified or superseded, constitute a part of this Prospectus.

The BRSA Financial Statements incorporated by reference into this Prospectus, all of which are in English, were
prepared as convenience trandations of the corresponding Turkish language BRSA Financial Statements (which
trand ations the Bank confirms were direct and accurate).



Copies of documentsincorporated by reference in this Prospectus are available on the Bank’ s website at:

@ http://www.garanti.com.tr/en/our_company/investor_relations/financials and presentations/Garanti_Base
Prospectus March 2014.page? (with respect to the Base Prospectus);

(b) http://www.garanti.com.tr/en/our_company/investor_relations/financials and_presentations/annual_and_int
erim_reports/annual_and_interim_reports_ifrs.page? (with respect to the IFRS Financial Statements of the
Group); and

(© http://www.garanti.com.tr/en/our_company/investor_relations/financials and_presentations/annual_and_int
erim_reports/annual_and_interim_reports brsa.page? (with respect to the BRSA Financial Statements of
the Bank).

Where only parts of a document are being incorporated by reference, the non-incorporated parts of that document
are either not material for an investor in the Notes or are covered elsewhere in this Prospectus. Any documents
themselves incorporated by reference in the documents incorporated by reference in this Prospectus do not (and
shall not be deemed to) form part of this Prospectus.

The contents of any website referenced in this Prospectus do not form part of (and are not incorporated into) this
Prospectus.



OVERVIEW OF THE OFFERING

The following overview does not purport to be complete but sets out certain information relating to the offering of
the Notes, including the principal provisions of the terms and conditions thereof. The following is indicative only,
does not purport to be complete and is qualified in its entirety by the more detailed information appearing el sewhere
in this Prospectus (including in the Base Prospectus). See, in particular, “ Terms and Conditions of the Notes’ set
out on pages 80 to 113 of the Base Prospectus.

| ssue: U.S.$750,000,000 4.750% Notes due 2019 issued under
the U.S.$6,000,000,000 Globa Medium Term Note
Programme of the Bank.

Interest and Interest Payment Dates: The Notes will bear interest from and including the Issue
Date (i.e., 17 April 2014) at a fixed rate of 4.750% per
annum, payable semi-annually in equal instalments in
arrear on each Interest Payment Date (i.e., 17 April and
17 October in each year); provided that, as described in
Condition 7.6, if any such date is not a Payment Business
Day, then such payment will be made on the next
Payment Business Day but without any further interest or
other payment being made in respect of such delay. The
first interest payment (representing a full six months of
interest) will be made on the first Interest Payment Date.

Maturity Date: Unless previously redeemed or purchased and cancelled
as provided in the Conditions, the Notes will be redeemed
by the Bank at their principal amount on the Maturity
Date (i.e., 17 October 2019).

Use of Proceeds: The net proceeds of the offering of the Notes will be used
by the Bank for general corporate purposes.

Status: The Notes will be direct, unconditional, unsubordinated
and (subject to the provisions of Condition 4) unsecured
obligations of the Bank and (subject as provided above)
will rank pari passu without any preference among
themselves, with al other outstanding unsecured and
unsubordinated obligations of the Bank, present and
future, but, in the event of insolvency, only to the extent
permitted by applicable laws relating to creditors’ rights.

Negative Pledge: Subject to certain exceptions set out in Condition 4, so
long as any of the Notes remains outstanding, the Bank
will not create or have outstanding any Security Interest
(as defined in Condition 4) upon, or with respect to, any
of its present or future business, undertaking, assets or
revenues (including any uncaled capital) to secure any
Relevant Indebtedness unless the Bank, in the case of the
creation of a Security Interest, before or at the same time
and, in any other case, promptly, takes any and all action
necessary to ensure that: (a) all amounts payable by it
under the Notes are secured by the Security Interest
equally and rateably with the Relevant Indebtedness, (b)
such Security Interest is terminated, (c) such other



Certain Covenants:

Taxation (Payment of Additional Amounts):

Optional Redemption for Tax Reasons:

arrangement (whether or not it includes the giving of a
Security Interest) is provided for the benefit of the
Noteholders as is approved by an Extraordinary
Resolution of the Noteholders or (d) such Security I nterest
isprovided asis approved by an Extraordinary Resolution
of the Noteholders.

See “Terms and Conditions of the Notes — Condition 4” in
the Base Prospectus.

The Bank will agree to certain covenants, including
covenants limiting transactions with affiliates. See “ Terms
and Conditions of the Notes — Condition 5” in the Base
Prospectus for the details of such covenants and the
exceptions to them.

All payments in respect of the Notes by or on behalf of
the Bank will be made without withholding or deduction
for, or on account of, any present or future taxes, duties,
assessments or governmental charges of whatever nature
(Taxes) imposed or levied by or on behaf of any
Relevant Jurisdiction unless the withholding or deduction
of the Taxes is required by law. In that event, the Bank
will (subject to certain exceptions) pay such additional
amounts as shall be necessary in order that the net
amounts received by the holders of the Notes after such
withholding or deduction will equal the respective
amounts that would have been receivable in respect of the
Notes in the absence of the withholding or deduction. See
“Taxation — Certain Turkish Tax Considerations’ and
“Terms and Conditions of the Notes — Condition 9” in the
Base Prospectus.

All payments in respect of the Notes will be made subject
to any withholding or deduction required pursuant to
FATCA or any law implementing an intergovernmental
approach to FATCA, as provided in Condition 7.1 and, in
accordance with Condition 9.1, no additional amount will
be payable by the Issuer in respect of any such
withholding or deduction.

The Notes may be redeemed at the option of the Bank in
whole, but not in part, at any time at their principal
amount together with interest accrued to (but excluding)
the date of redemption if:

@ as a result of any change in, or amendment to,
the laws or regulations of a Relevant Jurisdiction
(as defined in Condition 9), or any change in the
application or official interpretation of the laws
or regulations of a Relevant Jurisdiction, which
change or amendment becomes effective after
17 April 2014, on the next Interest Payment
Date, the Bank would be required to:

0) pay additional amounts as provided or

10



Events of Default:

Form, Transfer and Denominations:

ERISA:

referred to in Condition 9, and

(i) make any withholding or deduction for,
or on account of, any Taxes imposed or
levied by or on behaf of the Relevant
Jurisdiction at a rate in excess of the
prevailing applicable rates on 17 April
2014, and

(b) such requirement cannot be avoided by the Bank
taking reasonable measures available to it.

The Notes will, subject to customary grace periods and
exceptions, be subject to certain events of default,
including (among others) non-payment, breach of
obligations, cross-acceleration and certain bankruptcy and
insolvency events. See “Terms and Conditions of the
Notes — Condition 11" in the Base Prospectus.

Notes offered and sold in reliance upon Regulation S will
be represented by beneficia interests in the Regulation S
Global Note in registered form, without interest coupons
attached, which will be deposited with the Common
Depositary and registered in the name of a nominee of the
Common Depositary. Notes offered and sold in reliance
upon Rule144A will be represented by beneficia
interests in the Rule144A Global Note(s), each in
registered form, without interest coupons attached, which
will be deposited with the Custodian and registered in the
name of Cede & Co. as nominee for DTC. Except in
limited circumstances, certificates for the Notes will not
be issued to investors in exchange for beneficial interests
in the Global Notes.

Interests in the Global Notes will be subject to certain
restrictions on transfer. See “Subscription and Sale and
Transfer and Selling Restrictions” in the Base Prospectus.
Interests in the RegulationS Global Note will be
represented in, and transfers thereof will be effected only
through, records maintained by Euroclear and
Clearstream, Luxembourg (or their respective direct or
indirect accountholders, as applicable). Interests in the
Rule 144A Global Note(s) will be represented in, and
transfers thereof will be effected only through, records
maintained by DTC (or its direct or indirect participants,
as applicable).

Notes will be issued in denominations of U.S.$200,000
and integral multiples of U.S.$1,000 in excess thereof.

Subject to certain conditions, the Notes may be invested
in by an “employee benefit plan” as defined in and subject
to Titlel of the United States Employee Retirement
Income Security Act of 1974, as amended (ERISA), a
“plan” as defined in and subject to Section 4975 of the
Code, or any entity whose underlying assets include “plan
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Governing Law:

Listing and admission to trading:

Turkish Selling Restrictions:

Other Selling Redtrictions:

Risk Factors:

Issue Price:

Yield:

assets’” of any of the foregoing. See “Certain
Considerations for ERISA and other U.S. Employee
Benefit Plans’ in the Base Prospectus.

The Notes, the Agency Agreement, the Deed Poll and the
Deed of Covenant and any non-contractual obligations
arising out of or in connection with the Notes, the Agency
Agreement, the Deed Poll and the Deed of Covenant are
(or will be, as applicable) governed by, and construed in
accordance with, English law.

Application has been made by the Bank to the Irish Stock
Exchange for the Notes to be admitted to the Official List
and trading on the Main Securities Market; however, no
assurance can be given that such application will be
accepted.

The offer and sale of the Notes (or beneficial interests
therein) are subject to restrictions in Turkey in accordance
with applicable CMB and BRSA laws and regulations.
See “Subscription and Sale and Transfer and Selling
Restrictions — Selling Restrictions — Turkey” in the Base
Prospectus.

The Notes have not been and will not be registered under
the Securities Act or any U.S. State securities laws and
beneficial interests therein may not be offered or sold
within the United States or to, or for the account or benefit
of, any U.S. person (as defined in Regulation S under the
Securities Act) except to QIBs in reliance upon the
exemption from the registration requirements of the
Securities Act provided by Rule144A or otherwise
pursuant to an exemption from, or in a transaction not
subject to, the registration requirements of the Securities
Act. The offer and sale of Notes (or beneficia interests
therein) is also subject to restrictions in the European
Economic Area (including the United Kingdom), Japan,
Switzerland, the PRC and the Hong Kong Specia
Administrative Region of the PRC. See “ Subscription and
Sale and Transfer and Selling Restrictions — Selling
Restrictions’ in the Base Prospectus.

There are certain factors that may affect the Issuer's
ability to fulfil its obligations under the Notes. These are
set out under “Risk Factors’ in the Base Prospectus and
include risks relating to the Group and its business, the
Group's relationship with the Issuer's principal
shareholders, Turkey and the Turkish banking industry. In
addition, there are certain other factors that are material
for the purpose of assessing the risks associated with the
Notes, including certain market risks. See “Risk Factors.”

99.876% of the principal amount of the Notes.

4.776% per annum.
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Regulation S Global Note Security Codes: ISIN: XS1057541838

Common Code: 105754183
Rule 144A Global Note Security Codes: CUSIP; 90014QAA5
ISIN: US90014QAA58
Common Code: 105773129
Representation of Noteholders: There will be no trustee.
Expected Ratings: “BBB” by Fitch and “Baa2” (negative outlook) by
Moody’s.
Fiscal Agent and Principal Paying Agent: The Bank of New York Mellon, London Branch
Registrar, Transfer Agent and Paying Agent: The Bank of New York Mellon (Luxembourg) S.A.

United States Paying Agent and Transfer Agent: The Bank of New York Mellon, New Y ork Branch
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MANAGEMENT’SDISCUSSION AND ANALYSISOF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis should be read in conjunction with the Group’s IFRS Financial Statements
(including the notes thereto) incorporated by reference into the Base Prospectus.

As used in this Prospectus, the term “Group” is used to denote the Group on a consolidated basis and the term
“Bank” indicates that the context refers to the Bank on a stand-alone basis.

Significant FactorsAffecting the Group’s Financial Condition and Results of Operations

The Group's financial condition, results of operations and prospects depend significantly upon the macro-economic
conditions prevailing in Turkey as well as other factors. The impact of these and other potential factors may vary
significantly in the future and many of these factors are outside the control of the Group. Prospective investors
should (among other things) consider the factors set forth under “Cautionary Satement Regarding Forward-Looking
Satements” in the Base Prospectus and “Risk Factors.” The following describes the most significant of such factors
since the beginning of 2011.

Turkish Economy

The Group’s operations are primarily in Turkey (or related to Turkish activities) and almost all of its operating
income and net income are derived from its Turkish operations (including Turkish-related business for the Group’s
operations abroad). Accordingly, its results of operations and financial condition are and will continue to be
significantly affected by Turkish political, regulatory and macro-economic factors, including factors such as
economic growth rates, currency fluctuations, the Central Bank’s regulatory policy, inflation and fluctuations in
interest rates in Turkey. The following table provides certain macro-economic indicators for Turkey, including real
GDP , inflation rates and the Central Bank’s overnight Turkish Lira interest rate for each of the indicated periods, as
well as the average exchange rates announced by the Bank between the Turkish Lira and each of the U.S. Dollar and
the Euro for such periods:

2009 2010 2011 2012 2013

GDP (F81) M. (48)%  9.2% 8.8% 2.2% 4.0%
Consumer PriceiNAEXW ... 6.5% 6.4% 10.5% 6.2% 7.4%
Producer price indeX™ ..........c.oooeeeeeeeeeeeeee e es e 5.9% 8.9% 13.3% 2.5% 7.0%
Period-end Central Bank overnight TL rate®..........cccccovvevenenee 6.50%  150%  5.00% 500%  7.75%
Daily average TL/$ exchange rate? ...........ccoooveeveeverveeerernnnne. 1.53 1.49 1.66 1.78 1.88
Daily average TL/€ exchange rate™ ...........cccooooeeeveeeerreerrennnne, 213 1.97 2.31 2.28 2.50

(1) Aspublished by TurkStat.

(2) Theovernight borrowing rate announced by the Central Bank. Starting from 2010, the Central Bank announces the weekly repo lending rate
as the reference rate, which was 4.50% as of 31 December 2013, 5.50% as of 31 December 2012 and 5.75% as of 31 December 2011.

(3) TheTurkish Liraexchange rate for purchases of U.S. Dollars announced by the Bank.

(4) The Turkish Lira exchange rate for purchases of Euro announced by the Bank.

In 2011, in line with the positive trends in the global and domestic economies, the Group’s loan portfolio grew by
30.3%. This growth was driven by an increase in consumer loans (and, in particular, general purpose loans, credit
card receivables and mortgage loans) and loans to the construction and service sectors and certain industrial sectors
such as food, tourism and energy, each of which reflected improving trends during the year. This expansion was also
reflected in inflation, as reflected by increases in the producer price index, the consumer price index and the
depreciation of the Turkish Liraagainst the U.S. Dollar and the Euro during that year.

In 2012, the Turkish Lira depreciated against a basket of currencies, principally due to the Central Bank’s measures
aimed at reducing the appreciation pressure on the Turkish Lira. After having stayed at levels above 10% throughout
the first quarter of 2012, consumer price inflation fell to 6.2% by the end of 2012, in part due to decreases in the
prices of food together with the Central Bank's tightening of monetary policy in late 2011. Bank-only loans grew by
9.6% over 2012, with Turkish Liraloans forming an increasing proportion of the Bank’s loan portfolio compared to
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foreign currency lending. This Turkish Lira loan growth was primarily driven by the Bank’s SME, retail and
commercial customers.

In 2013, the Turkish Lira depreciated by 22.5% against the currency basket, largely resulting from the Central
Bank’s decrease of the policy rate to 4.50% and narrowing the interest rate corridor by 100 basis points due to
weakening global growth and capital inflows and a slow recovery in domestic demand. Bank-only loan growth was
29.2% over 2012, principally driven by Turkish Lira-denominated |oans granted to the Bank’s retail and commercial
customers mainly as consumer loans and loans to certain industrial sectors such as the energy, textile, construction,
transportation and logistics, food and service sectors. The Bank’s management expects that the Turkish economy
will continue to grow in 2014, although GDP is expected to grow at a lower rate than in 2013, with growth ratesin
the low single digits due to adverse effects of economic and political instabilitiesin the local market.

Currency Exchange Rates

A significant portion of the Group’s assets and liabilities are denominated in foreign currencies, particularly the U.S.
Dollar and the Euro (45.3% of total assets and 51.4% of total liahilities as of 31 December 2013). While the Group
monitors its net open position in foreign currencies (which is the amount by which its foreign currency-denominated
assets differ from its foreign currency-denominated liabilities) and each of the Bank and the Group is required to
comply with foreign currency net open position limits promulgated by the BRSA, each of the Bank and the Group
has maintained and likely will continue to maintain gaps between the balances of its foreign currency assets and
liabilities. The limit imposed by the BRSA is defined as an amount plus/minus 20% of the total capital used in the
calculation of regulatory capital adequacy ratios. The Group’s and the Bank’s foreign currency net open position
ratios were (2.4)% and 1.1% respectively, as of 31 December 2013, (1.4)% and 1.4%, respectively, as of
31 December 2012, and (1.1)% and 0.8%, respectively and as of 31 December 2011.

The Group’s short foreign currency position increased to approximately U.S.$410 million as of 31 December 2013
from U.S.$301 million as of 31 December 2012, which itself was an increase from an equivalent of U.S.$166
million as of 31 December 2011. The following table provides the Group’s net open position in different currencies
as of the indicated dates:

Asof 31 December
2011 2012 2013

(millions)
US DOIBIS...ovveeoeeeees e eeeeeeeseeeeeeeee e $(157) $12  $(1,318)
EUTO 1 oeoeeeeeeeeeeeee e seeeeeeeseeee e €(235) €(467) €320
Other CUITENCIES™ ........ooveeeeeeeeeeeeeeeeeseee s $(295) $302 $467
Total net foreign exchange position®@ _.............. $(166) $(301)  $(410)

(1) For the convenience of the reader, the total amounts of other currencies have first been converted into Turkish Lira by
using the rates announced by the Bank as of the last day of the applicable year and then converted into U.S. Dollars
based upon the TL/$ Exchange Rate as of such dates.

(2) Thepositionsindicated are net of the effects of hedging transactions and other off-balance sheet positions.

The Group tranglates its foreign currency assets and liabilities, as well as interest earned or paid on such assets and
liahilities, and gains or losses realised upon the sale of such assets, to Turkish Lira in preparing its financial
statements. As a result, the Group’s reported income is affected by changes in the value of the Turkish Lira with
respect to foreign currencies. The overall effect of exchange rate movements on the Group’s results of operations
depends upon the successful implementation of the Group’s hedging strategies as well as upon the rate of
depreciation or appreciation of the Turkish Liraagainst its principal trading currencies. The Group generally seeksto
be fully hedged in terms of foreign exchange exposures; however, depending upon market conditions, it may prefer
to carry certain open positions through spot or derivative foreign exchange transactions. In such cases, exposures are
managed with hedges subject to the limits set by the management of the Bank and its subsidiaries and applicable
BRSA legal limits.

By maintaining a reasonably balanced foreign currency position throughout each of 2011, 2012 and 2013, the Group
had moderate net foreign exchange gains or losses (after giving effect to the Group’s hedging strategy and other off-
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balance sheet positions) in each such period — net foreign exchange gains of TL 338,414 thousand in 2013 and
TL 435,055 thousand in 2012 and a net foreign exchange loss of TL 340,950 thousand in 2011. The major driver
behind the foreign exchange loss in 2011 was the volatility of the Turkish Lira as a result of monetary interventions
by the Central Bank. These interventions, including increases in reserve requirements, changes in currency
compositions of such requirements and the tightening of monetary policy, each adversely affected the Group’s
income statement through both on balance and off balance sheet items. See also “Operating Income - Other
Operating Income” and “Operating Expenses’ in “Analysis of Results of Operations for the Years Ended
31 December 2010, 2011 and 2012.”

Exchange rate movements also affect the Turkish Liraequivalent value of the Group’'s foreign currency-
denominated assets and capital, which can affect capital adequacy either positively (for example, if the Turkish Lira
appreciates, then assets in foreign currencies convert into fewer Turkish Lira in the calculations of capital adequacy
ratios and thus increase the capital adequacy ratios) or negatively (for example, if the Turkish Lira depreciates, then
assets in foreign currency convert into more Turkish Lira in the calculations of capital adequacy ratios and thus
reduce the capital adequacy ratios).

Interest Rate Environment

One of the primary factors influencing the Group’s profitability is the level of interest ratesin Turkey, which in turn
influences the return on its securities portfolio and its loan and deposit rates. Interest earned and paid on the Group’s
assets and liabilities reflect, to a certain degree, inflation, expectations regarding inflation, shifts in short-term
interest rates set by the Central Bank and movements in long-term real interest rates. The fluctuations in short-term
and long-term interest rates impact the Group’s net interest income differently based upon the re-pricing profile of
the Group’s interest-earning assets and interest-bearing liabilities. Due principally to historical inflation expectations
in Turkey, as of 31 December 2013, 41.7% of the Bank’s Turkish Lira-denominated cash loan portfolio had a
maturity of one year or less and 25.6% of such portfolio carried a floating rate of interest (47.1% and 19.4%, and
51.0% and 24.0% as of 31 December 2012 and 2011, respectively).

Because the Group’s interest-bearing liabilities (principally deposits) generally re-price faster than its interest-
earning assets, changes in the short-term interest rates in the economy generally are reflected in the rates of interest
paid by the Group on its liabilities before such interest rates are reflected in the rates of interest earned by the Group
on its assets. Therefore, when short-term interest rates fall, the Group is both positively affected (for example, the
value of its fixed rate securities portfolio may increase and its interest margins can improve), but can also be
negatively impacted (for example, through the decline in net interest margins on assets funded by 0% interest rate
demand deposits). On the other hand, when short-term rates increase, the Group’s interest margin is generally
negatively affected as it will generally pay higher interest rates on its interest-bearing liabilities before it can modify
the rates of its interest-earning assets. An increase in long-term rates generally has at least a short-term negative
effect on the Group’s net interest margin because its interest-earning assets generally have a longer re-pricing
duration than its interest-bearing liabilities and because a portion of its interest-earning assets have fixed rates of
interest (for example, 58.9%, 61.3% and 61.0% of the Bank's interest-earning assets were fixed-rate as of
31 December 2011, 2012 and 2013, respectively); however, 36.1% of the Group's securities portfolio consisted of
consumer price index-linked securities as of 31 December 2013 (32.2% and 30.8% as of 31 December 2012 and
2011, respectively). The Group’s yield on its securities has been declining, including in 2013, mainly due to the
redemption of older securities and lower CPI readings.

16



The following table provides the Bank’s net interest margin and average spread for the indicated periods:

2011 2012 2013
Net interest margin® ..........cocooveeee.. 3.6% 4.3% 3.9%
Turkish Liraassets......ccoeeerenienenn 5.2% 5.5% 5.1%
Foreign currency assets............c...... 1.2% 1.7% 1.7%
Average spread®
Turkish Lira assetd/liabilities........... 4.5% 5.5% 4.3%
Foreign currency assetg/liabilities... 1.5% 2.4% 2.3%

(1) TheBank’s net interest income as a percentage of its total average assets. Total average assets are calculated as the
average of the opening, quarter-end and closing balances for the applicable period.

(2) Difference between the weighted average interest rate of the Bank’s average interest-earning assets and interest-
bearing liabilities. Average interest-earning assets and interest-bearing liabilities are calculated as the average of the
opening, quarter-end and closing balances for the applicable period.

The overnight Turkish Lira borrowing rate announced by the Central Bank increased from 1.5% in December 2010
to 5.0% in December 2011 and remained at that level in 2012 before decreasing to 3.5% in 2013. The Central Bank
increased the overnight Turkish Lira borrowing rate to 8.0% in January 2014. The Bank’s management expects such
increase to result in narrowing interest margins in the short term due to the maturity mismatch between deposits and
loans, and also to lead to a deceleration in loan growth and increase in deposit funding costs in the Turkish market as
banks reflect the increased rates in the loan and deposit interest rates.

The improvement in net interest margins and spreads in 2012 was principally due to the growth in the Group’s
lending activities on loans with more profitable margins (e.g., consumer loans) and a decrease in interest rates on
deposits. The decrease in 2013 was principally due to the moderation of local market conditions (including
inflationary pressures), the increases to reserve requirements introduced by the Central Bank (no interest is earned
on such reserves) and the tightening of monetary policy in Turkey over the period. In 2013, margins also narrowed
(particularly in Turkish Lira-denominated loans) due to adverse economic and political developments in the country
gtarting in June 2013.

The following table provides the Group’s net interest margin and average spread for the indicated periods:

2011 2012 2013
Net interest margin®.........cccovveeee. 3.5% 3.8% 3.6%
Average spread@ ... 3.2% 3.5% 3.7%

(1) The Group's net interest income as a percentage of its total average assets. Total average assets are calculated as
the average of the opening, quarter-end and closing balances for the applicable period.

(2) Difference between the weighted average interest rate of the Group's average interest-earning assets and interest-
bearing liabilities. Average interest-earning assets and interest-bearing liabilities are calculated as the average of
the opening, quarter-end and closing balances for the applicable period.

The relatively lower Group figures for net interest margin (when compared to the Bank’s stand-alone results) is
principally aresult of the different balances of currenciesin which the Bank and its non-Turkish subsidiaries operate
(for example, interest rates and margins are generally lower in Dollar- and Euro-denominated transactions than
Turkish Lira-denominated transactions).

Sgnificant Securities Portfolio

The Group has historically generated a significant portion of interest income from its securities portfolio, with
interest and similar income derived from the Group’s securities portfolio in 2011, 2012 and 2013, accounting for
32.3%, 29.0% and 25.4%, respectively, of itstotal interest income (and 26.2%, 26.3% and 20.9%, respectively, of its
gross operating income before deducting interest expense and fee and commission expense when trading gains on
sale of securities are also considered). The Group also has obtained large realised gains from the sale of securities,
which gains represented 25.2% of the Group’s other operating income in 2013, 52.9% in 2012 (largely attributed to
the Bank’s partial sale of eurobonds in its held-to-maturity portfolio in the third quarter of 2012 pursuant to the
exception granted by 1AS 39 for the sale of securities originally classified as securities held-to-maturity in cases
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where the regulatory capital requirement increases, such as following Basel 11's effectiveness on 1 July 2012) and
23.9%in 2011.

While the contribution of income from the Group’s securities portfolio (including interest earned, trading gains and
other income) has been significant over the past three fiscal years, the Group expects that trading gains will not
continue to be as large going forward and that the percentage of its assets invested in securities will decline further
as loan demand keeps accelerating due to the continued (though limited) growth in the Turkish economy. In
addition, interest income may be diminished over coming years as the Group’s holding of securities issued during
periods of higher interest rates reduces through repayment, as in the case of redemption of some CPI-linked notesin
2013.

The Group'’s securities portfolio principally contains Turkish government debt securities, with more limited holdings
of other securities such as corporate and foreign government debt securities. The Group's investment securities
portfolio (which excludes its trading portfolio) represented 22.3%, 22.5% and 17.7%, respectively, of the Group’s
total assets as of 31 December 2011, 2012 and 2013. While essentially remaining at the 2011 level in 2012, the share
of the Group’s investment securities portfolio in its total assets decreased in 2013 as the Group increased its cash
loan lending, in part due to higher loan demand. As the Group’s investment securities portfolio is comprised largely
of high quality securities (principally Turkish government debt, most of which is held in the available-for-sale
portfolio), the Group experienced insignificant credit losses on its investment securities portfolio and established
immaterial provisions relating thereto during each of 2011, 2012 and 2013; however, its trading portfolio and
available-for-sale investment securities portfolio are marked-to-market with the mark-to-market losses or gains
being included in income (for the trading portfolio and where there is a permanent impairment of available-for-sale
securities) or shareholders’ equity (for the available-for-sale portfolio) as appropriate. In case of permanent
impairments of held-to-maturity securities, such impairment losses are also recognised in income. See Note 10 of
the 2013 IFRS Financia Statements and “ Selected Satistical and Other Information — Securities Portfolio.”

Provisions for Probable Loan Losses

The Group's financial results can be significantly affected by the amount of provisions for probable loan losses. The
net provision for probable losses on cash loans increased from TL 200,954 thousand in 2011 to TL 1,158,033
thousand (a 476.3% increase) in 2012, and further increased to TL 1,454,093 thousand (a 25.6% increase) in 2013.
These increases were due to further provision requirements on consumer loans and credit cards as the Group’s loan
portfolio grew, certain non-performing commercial loans (though with strong collateralisation) and the impact of the
smaller growth in the economy in the second half of 2013. The ratio of the Group’s non-performing loans to total
gross cash loans increased from 2.3% as of 31 December 2011, to 2.8% as of 31 December 2012, and then dlightly
increased to 2.9% as of 31 December 2013. In 2011, improvements in general economic conditions, supported by a
30.3% growth in cash loans, together with strong collections in the last quarter of the year, contributed to the
decrease in the ratio of non-performing loans to total cash loans to 2.3%. In 2012, the ratio increased to 2.8% due to
the decrease in the pace of collections and loan growth, impacted by the dowing pace of growth in the Turkish
economy (particularly in domestic demand). In 2013, the ratio of non-performing loans to total cash loans remained
almost at the same level due to a strong collection performance, declining NPL inflows and the sale of NPLs (NPLs
amounting to TL 327,728 thousand sold for a consideration of TL 58,885 thousand).

In addition to the provisions that the Group is required to take for non-performing loans according to BRSA
requirements (see “Turkish Regulatory Environment — Loan Loss Reserves’ in the Base Prospectus, IFRS
provisioning is described below in “Sgnificant Accounting Policies — Allowance for Loan Losses, Guarantees and
Other Commitments’), the Group’s management may take additional provisions should the management determine
this to be prudent either in the form of specific provisions or general provisions. For example, in 2009 the Group’s
management elected to take a TL 330,000 thousand general provision in order to act conservatively in the context of
the uncertainty created by the global financia crisis. In addition to the negative impact on net income caused by the
increase to total operating expenses resulting from such provisions, from a tax perspective the Group is unable to
deduct these general provisions from its taxable income, thus increasing its effective tax rate. The Bank's
management decided to maintain this general provision in the following years, and elected to take a further
TL 90,000 thousand provision in 2011; however, in 2013 the Bank’s management decided to reverse TL 115,000
thousand of these provisions, which reversal was recorded as income under other operating income in the income
statement. Deloitte has qualified its audit reports or review reports (as applicable) for the IFRS Financial Statements
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incorporated by reference into this Prospectus, because general provisions are not permitted under IFRS. See the
IFRS Financial Statements incorporated by reference into this Prospectus.

Significant Accounting Policies

The Group’s accounting policies are integral to understanding its results of operations and financial condition
presented in the IFRS Financia Statements (including the notes thereto). The Group’'s significant accounting
policies under IFRS are described in the notes to the IFRS Financial Statements. In the application of the Group’s
significant accounting policies, the management is required to make judgments, estimates and assumptions about
future conditions. The use of available information and the application of judgment are inherent in the formation of
estimates. The Group'’s critical accounting policies are those that are most important to the portrayal of its financial
condition and results of operations and that require the Group to make its most difficult and subjective judgments,
often as a result of a need to make estimates of matters that are inherently unpredictable. The Bank’s management
believes that the Group's critical accounting policies where judgment is necessarily applied are those related to
allowance for loan losses, guarantees and other commitments; valuation of investments and derivatives; valuation of
defined benefit plans; and income taxes. Management bases its estimates and judgments on historical experience and
various other factors that are believed to be reasonable under the circumstances. The Group’s results may differ from
the estimates under different assumptions, judgments and conditions.

The policies related to the critical accounting judgments are outlined below. All other significant accounting policies
that are necessary to fair presentation of the Group’s financial condition and results of operations are presented in
the “Significant accounting policies’ disclosure in the Group’s IFRS Financial Statements incorporated by reference
into this Prospectus.

Allowance for Loan Losses, Guarantees and Other Commitments

The Group’'s accounting policy for losses arising from the impairment of customer loans and advances is described
in the “Significant accounting policies’ disclosure in the IFRS Financial Statements. Loan impairment allowances
represent management’s best estimate of losses incurred in the loan portfolios at the balance sheet date based upon
its evaluation of credits granted (see, however, the discussion under “Significant Factors Affecting the Group’s
Financial Condition and Results of Operations — Provisions for Probable Loan Losses’ above). In addition, the
Group establishes provision liabilities for probable losses under guarantees and other commitments. The Group
reviews its financial assets as of each balance sheet date to determine whether there is objective evidence of
impairment. If there is objective evidence that the Group will not be able to collect al amounts due (principal and
interest) according to the original contractual terms of aloan, then the loan is considered impaired and classified asa
“non-performing loan.” The allowance for a loan is measured as the difference between the loan’s carrying amount
and the present value of expected future cash flows discounted at the loan’s original effective interest rate, including
any probable foreclosure of collateral. Impairment and uncollectibility are measured and recognised individually for
loans and receivables that are individually significant, and on a portfolio basis for a group of similar loans and
receivables that are not individually identified asimpaired.

These allowances involve significant estimates and are regularly evaluated by the Group for adequacy. The
allowances are based upon the Group’s own loss experience and management’s judgment of the level of losses that
will most likely be recognised from assets in each credit risk category by reference to the debt service capability and
repayment history of the borrower. The allowances for loan losses in the IFRS Financial Statements have been
determined on the basis of existing economic and political conditions, except for the general provisions discussed
elsewhere herein. The Group is not able to predict with certainty what changes in conditions will take place in the
markets in which it operates and what effect such changes might have on the adequacy of the allowances for loan
losses in future periods. See “Turkish Regulatory Environment — Loan Loss Reserves’ in the Base Prospectus with
respect to the Turkish regulatory requirements for provisions for loans.

Fair Value of Securities
The Group’s securities are classified as either financial assets at fair value through profit or loss (i.e., trading

securities) or investment securities (which include both available-for-sale securities and held-to-maturity securities).
While held-to-maturity securities are recorded at their acquisition cost and measured at amortised cost calculated as
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per the effective interest rate method, the Group's trading securities and available-for-sale investment securities
(which collectively represented 64.8% of the Group’s total securities portfolio as of 31 December 2013) are recorded
at fair value, with changes in fair value being recorded in income (for the trading portfolio and where there is a
permanent impairment or sale of available-for-sale securities) or shareholders equity (for mark-to-market
movements in available-for-sale securities). In the case of permanent impairment of held-to-maturity securities, such
impairment losses are a so recognised in income. As of 31 December 2011, 2012 and 2013, atotal of TL 31,574,131
thousand, TL 39,045,253 thousand and TL 25,373,843 thousand, respectively, in such securities were recorded at
fair value in the Group’s balance shest.

The following table sets out the distribution of the Group’s securities recorded at fair value as of each of the
indicated dates:

31 December
2011 2012 2013
(TL thousands)
Financial assets at fair value through profit or loss.... 419,271 550,926 538,145
Investment securities available-for-sale .................... 31,154,860 38,494,327 24,835,698
TOAL .t 31,574,131 39,045,253 25,373,843

Fair value is defined as the value at which a position could be closed out or sold in atransaction with a willing and
knowledgeable unrelated party, without any deduction for transaction costs. The Group estimates fair value using
guoted market prices when available. When quoted market prices are not available, the Group uses a variety of
models that include dealer quotes, pricing models and quoted prices from instruments with similar characteristics or
discounted cash flows. The determination of fair value when quoted market prices are not available involves
judgment by the Group’s management. There is often limited market data to rely upon when estimating the impact
of holding a large or aged position. Similarly, judgment must be applied in estimating prices when no external
parameters exist. Other factors that can affect the estimates include incorrect model assumptions and unexpected
correlations. The imprecision in estimating these factors may affect the amount of revenue or loss recorded for a
specific asset or liability. As of 31 December 2013, the Group held trading securities and available-for-sale
investment securities for which it could not use market prices or observable market inputs to determine fair value
representing only 1.2% of itstotal assets.

Besides the trading securities and available-for-sale securities, the Group aso monitors the fair value of its securities
held-to-maturity to determine whether a decline in their fair value reflects that a write-down would be appropriate,
which occurs if such a decline represents a loss event as described in the IFRS Financial Statements. Although the
investment securities held-to-maturity are kept at their amortised costs on the balance sheet and the marked-to-
market differences on the investment securities available-for-sale are recorded under equity instead of the income
statement, if the Group’s management determines such to be the case, then such securities would be written-down
and be reflected as impairment losses, net, under operating expense in the income statement. Factors that are used by
the Group’s management in determining whether a decline is “other-than-temporary” and represents a loss event
include the credit quality of the issuer, the conditions of the issuer’s operations and business segments, the observed
period of the loss, the degree of the loss and management’s expectations.

Derivatives

The Group enters into transactions with derivative instruments, including forward contracts, swaps and options in
the foreign exchange and capital markets. For example, the Group enters into interest rate swap transactions in order
to hedge certain cash flow exposures primarily on floating rate assets and liabilities through converting its floating
rate income/payments into fixed rate income/payments. These derivative transactions are considered as effective
economic hedges under the Group’s risk management policies but (other than transactions in which the hedge
accounting relationship is evidenced), if they do not qualify for hedge accounting under the specific provisions of
IAS 39, are treated as derivatives held-for-trading. Derivative financial instruments are recognised in the balance
sheet at their fair value.
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The fair value of financial instruments is based upon their quoted market price at the balance sheet date without any
deduction for transaction costs. If a quoted market price is not available, then the fair value of an instrument is
estimated using the available market information and the appropriate valuation methodologies; however, judgment is
necessarily required to interpret market data to develop the estimated fair value. Accordingly, the estimates made are
not necessarily indicative of the amounts that could be realised in a current transaction.

The fair value of a derivative that is not exchange-traded is estimated at the amount that the Group would receive or
pay to terminate the contract as of the balance sheet date taking into account current market conditions and the
current creditworthiness of the counterparties. All derivatives are carried as assets when fair value is positive and as
liabilities when fair value is negative. For derivatives that do not qualify for special hedge accounting, any gains or
losses arising from changes in fair value are taken directly to income for the period whereas gains and losses arising
from changes in the fair value of derivatives designated as cash flow hedges are reflected directly as a separate
component of equity and reclassified to income when the hedged transaction is settled.

Defined Benefit Plan

As described in “Management — Compensation — Pension Plans’ in the Base Prospectus, the Bank has a defined
benefit plan for its Turkish employees (i.e., the Fund). As described therein, certain of the assets and obligations of
the Fund are subject to transfer to the SSF and the SSF is required to collect the unfunded portion (if any) from the
employee benefit funds and the banks employing the relevant fund participants, which will be severaly liable, in
annual instalments to be paid over a period of up to 15 years. If there is a shortfall at the time of the transfer of the
fund (as determined by the SSF), then the Bank would be liable to make the supplemental payments described above
for 15 years.

The excess benefits, which are not subject to the transfer to the SSF, are accounted for in the Group’s |FRS Financial
Statements in accordance with IAS 19 (“Employee Benefits.”) The obligation in respect of this retained portion of
the benefit plan is calculated by estimating the amount of future benefit that employees have earned in return for
their service in the current and prior periods, which benefit is discounted to determine its present value by using the
projected unit credit method, and any unrecognised past service costs and the fair value of any plan assets are
deducted.

Taxation

Income tax is calculated on the basis of taxable income as calculated by applicable tax laws and regulations, which
differ in certain material respects from IFRS. The Group's effective tax rate was 20.46% in 2011, 20.75% in 2012
and 20.23% in 2013. In preparing its financial statements, the Group is required to estimate taxes on income, which
involves an estimation of current tax expenses together with an assessment of temporary differences resulting from
differences between carrying amounts of assets and liabilities for financia reporting purposes and the amounts used
for taxation purposes. The Group's carrying value of net deferred tax assets assumes that the Group will be able to
generate sufficient future taxable income based upon estimates and assumptions. If these estimates and related
assumptions change in the future, then the Group may be required to record valuation allowances against its deferred
tax assets resulting in additional tax expense in its income. The Group evaluates the recoverability of the deferred
tax assets on each business day.
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Key Performance | ndicators

The Group calculates certain ratios in order to measure its performance and compare it to the performance of its
main competitors. The following table sets out certain key performance indicators for the Group for the indicated
dates/periods, which indicators are (among others) those used by the Group’s management to manage its business:

Asof (or for the year ended)

31 December
Ratios 2011 2012% 2013
Net interest MAGiN® .............oiveieeeeeeeeeeesee et 3.5% 3.8% 3.6%
Adjusted et interest Margin............o.oveeeeeeeeeeeesesesesessssssessssesse s sssesesnes 3.4% 3.1% 2.8%
= Y= 1o PP 4.2% 4.5% 4.4%
Adjusted net interest income as a percentage of average interest-earning
BSSEISTM oo 3.7% 4.0% 3.7%

Net fee and commission income to total operating income 25.0% 24.6% 28.3%
COSt-tO-INCOME FAHIO™ .......oeereee ettt 45.8% 46.9% 49.8%
Operating expenses as a percentage of total average assets®............cccovevveneenne. 2.3% 2.2% 2.3%
Non-performing loans to total gross cash 10ans.........ccccvvveeeeecverese s 2.3% 2.8% 2.9%
Free Capital FaliO™) . ...t 10.0% 11.1% 9.6%
Group's capital adequacy ratios®

Tier | capital adequacy ratio® ...........cooieeeieeeseseses e 14.11%  1550%  12.76%

Total capital adequacy ratio® ..o 15.75%  16.86%  13.70%
Allowance for probable |oan losses to non-performing loans™ 94.7% 93.7% 96.0%
Return on average total assets™ ..............ccovveeveerieeieesneesessees s 2.3% 2.0% 1.8%
Return on average shareholders' equity™..........cccocoveieeeesreseeseeseesseseeeseesseeeees 19.6% 17.0% 15.8%

(1) Net interest income as a percentage of total average assets (calculated as the average of the opening, quarter-end and closing balances for
the applicable period). The above is calculated on the basis of IFRS. For Bank-only net interest margin, please see “— Significant Factors
Affecting the Group’s Financial Condition and Result of Operations — Interest Rate Environment.”

(2) Net interest income reduced by provision for loan losses, as a percentage of total average assets (calculated as the average of the opening,
quarter-end and closing balances for the applicable period).

(3) Net interest income as a percentage of average interest-earning assets (calculated as the average of the opening, quarter-end and closing
balances for the applicable period).

(4) Adjusted net interest income is net interest income plus/minus net foreign exchange gaing/losses minus provision for probable loan losses.

(5) “Cogt” includes total operating expenses excluding impairment losses, net, reserve for employee severance indemnities and foreign
exchange and trading losses. “Income” includes operating income minus foreign exchange and trading losses and impairment losses, net,
except for provisions made on a portfolio basis to cover any inherent risk of loss for cash loans and non-cash loans. If “income”’ were
calculated without subtracting impairment losses, net, then the ratios would be 44.6%, 42.0% and 43.9% for 2011, 2012 and 2013,
respectively.

(6) Operating expenses for purposes of this calculation are total operating expenses excluding impairment losses, net, depreciation and
amortisation expenses, reserve for employee severance indemnities and foreign exchange and trading losses. Total average assets are
calculated as the average of the opening, quarter-end and closing balances for the applicable period.

(7) Total shareholders’ equity minus goodwill, tangible assets, assets held for resale, investment property, investments in equity participations
and net non-performing loans excluding allowance made on a portfolio basis to cover any inherent risk of loss, as a percentage of total
assets.

(8) Calculated in accordance with BRSA regulations for the Group. Each of the Bank and the Group is required to maintain a capital adequacy
ratio over the legal minimum only on a total capital basis. See “Capital Adequacy” below. The 2011 capital adequacy ratio is not
comparable to the ratios of 2012 and 2013 as the calculation method changed to Basel 11 starting on 1 July 2012.

(9) Thetota capital adequacy ratio is calculated by dividing: (a) the “Tier I” capital (i.e., the “core capital,” which comprises the share capital,
reserves and retained earnings) plus the “Tier II” capital (i.e, the “supplementary capital,” which comprises general provisions,
subordinated debt, unrealised gaing/losses on available-for-sale assets and revaluation surplus (reduced by certain items such as leasehold
improvements and intangibles)) and minus items to be deducted from capital (the “deductions from capital,” which comprises items such as
unconsolidated equity interests in financial institutions and assets held for resale but held longer than five years), by (b) the aggregate of the
risk-weighted assets and off-balance sheet exposures (i.e., value at credit risk), value at market risk and value at operational risk. The
“Tier I” capital adequacy ratio is calculated by dividing the “Tier I” capital by the aggregate of the value at credit risk, value at market risk
and value at operational risk.

(10) Excluding allowances made on a portfolio basis to cover any inherent risk of loss.

(11) Net income for the period as a percentage of average total assets (calculated as the average of the opening, quarter-end and closing balances
for the applicable period).

(12) Net income for the period as a percentage of average shareholders’ equity (calculated as the average of the opening, quarter-end and closing
balances for the applicable period).

(13) The effects of corrections made by the Bank for the calculation of SDIF premiums between the years 2007 and 2012 on the prior periods
consolidated financial statements have been adjusted.
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Analysis of Results of Operationsfor the Years Ended 31 December 2011, 2012 and 2013

The following summary financial and operating data as of and for the years ended 31 December 2011, 2012 and
2013 have been extracted from the IFRS Financial Statements. This information should be read in conjunction with
the IFRS Financial Statements (including the notes thereto) incorporated by reference into this Prospectus.

The table below summarises the Group’s income statement for the indicated years, the components of which are
described in greater detail in the following sections:

For theyear ended 31 December

20119% 2012% 2013
(TL thousands)

Net iNterest iNCOME ......ccvvveveevverieesereeesieeas 5,235,893 6,407,461 7,118,805
Net fee and commission income..........c........ 2,130,603 2,072,749 2,667,043
Other operating iNCOME..........cccceveeneerereneenne. 1,366,337 1,154,681 1,158,368
Total operating inCOMe.........ccceceeveereenenenne 8,732,833 9,634,891 10,944,216
Impairment losses, net™®............cccoovevrveeveene. (358,209)  (1,247,431)  (1,588,314)
Other operating eXpenses..........ccovvvvereeereenes (4,107,027) (4,110,413) (4,848,288)
Total operating eXPENSES........coceeveverveereenenns (4,465,236) (5,357,844) (6,436,602)
Income beforetax........ccooverenieieicinicnene 4,267,597 4,277,047 4,507,614
Taxation charge........cccoevveveciveneceseeecees (873,265) (887,330) (911,749)
Net incomefor theyear.........cccccoecueveeecunne. 3,394,332 3,389,717 3,595,865
Attributable to equityholders of the Bank....... 3,374,902 3,361,802 3,571,499
Attributable to non-controlling interests........ 19,430 27,915 24,366
(1)  “Impairment losses, net” includes provision for loan losses, net.

(2)  In 2011, the Group reassessed the accounting treatment applied for the reserve for employee severance indemnity and restated
the prior year’s financial statements.

(3) In 2013, the Bank made a correction to “impairment losses, net” for the calculation of SDIF premiums between the years 2007
and 2012 on its prior years' income statements amounting to TL 3,007 thousand as of 31 December 2012 and TL 3,594 thousand
as of 31 December 2011, net of tax.

Net Income

The Group’s net income for a period is calculated by reducing its operating income for such period by the amount of
its operating expenses and taxation charge for such period. The Group’s net income for 2013 was TL 3,595,865
thousand, a 6.1% increase from TL 3,389,717 thousand in 2012, which itself was a 0.1% decrease from
TL 3,394,332 thousand in 2011. The net income for 2011, 2012 and 2013 was affected by certain exceptional items,
which are quantified in the table below:

2011 2012 2013
(TL thousands)

Exceptional items
Sale/liquidation of equity participations...............c...... 172,379 17 -
Sale of non-performing loans.........ccocveeevvvevececreeiene, 54,207 31,472 44,325
Other provision™® ..o (4,493) (101,848) (42,164)
Other operating expenses™ ..............ocvvvevesesesnsnenns - - (257,038)
Provision for general banking risks? ...........ccccoovvenne. (90,000) - 115,000

Tax effects of the items listed above...................... (21,279) 14,026 5,753

Total impact on net iNCOMe..........coceveverceriienene 110,814 (56,333) (134,124)
Reported net income for theyear ..........cccooeveeeeeenne 3,394,332 3,389,717 3,595,865

Net income adjusted for above events............... 3,283,518 3,446,050 3,729,989

(1)  Including mainly provisions for checksin 2012.

(2) Asit had initially done in 2009, in 2011 the Bank’s management decided to take a conservative approach to provisioning due to the
uncertainty in the economy and market conditions during the global financial crisis and made provisions for general banking risks that it
believed were prudent. These provisions form a component of “impairment losses, net” and affect the balance sheet as an element of
“Other liabilities and accrued expenses.” As such general provisions are not permitted under IFRS, the Group's independent auditors noted
this departure from IFRS in the Group’s 2011, 2012 and 2013 IFRS Financia Statements. Should the Bank’s management determine that
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market conditions have improved to such an extent that such additional reserves are not required, then they may elect to reverse such
reserves in future periods, which would have the result of increasing income in such period.

(3) In 2013, the Bank made a correction to “impairment losses, net” for the calculation of SDIF premiums between the years 2007 and 2012
on itsprior years' income statements amounting to TL 3,007 thousand as of 31 December 2012 and TL 3,594 thousand as of 31 December
2011, net of tax.

(4) Including floor on expertise fees, effects of organizational changes among Garanti Group, tax penalties and an administrative fine
amounting to TL 160,038 thousand by Turkish Competition Board.

After adjusting for these exceptional events, the increase in net income was 8.2% in 2013 as compared to 2012, also
increasing 4.9% in 2012 as compared to 2011. In 2013, the increase in net income was a result of strong trading
gains from the sale of securities, increase in net fee and commission income (especially from retail banking) and
better margins in the first six months of 2013. The increase in net income in 2012 was principally due to an increase
in interest income on loans, which resulted from the Group’s focus on high margin products and timely re-pricing of
loans. In 2011, there was a decrease in net income primarily due to actions taken in response to regulatory
requirements by the BRSA as well as continued competition for both loans and deposits. In particular, the increasein
reserve requirements resulted in an increase in the Group’s non-interest earning assets.

The following sections describe the components of the Group’s net income (i.e., operating income, operating
expenses and taxation charges) in greater detail.

Operating Income

The Group'’s operating income is comprised of its net interest income, net fee and commission income and other
operating income. Each of these is described in greater detail below. The following table identifies the share that net
interest income, net fee and commission income and other operating income have represented in the Group’s total
operating income for each of the indicated years:

2011 2012 2013
Net interest inComMe.........cceevvveeeereeeenns 60.0% 66.5% 65.0%
Net fee and commission income.......... 24.4% 21.5% 24.4%
Other operating income..........ccccceeveeene 15.6% 12.0% 10.6%
Total operating income.............ev..... 100.0% 100.0% 100.0%

Net Interest Income

The Group’s net interest income is the difference between the interest income and its interest expense (each
described below) and is the principal area of income for the Group. As a result, the differential between the interest
rates that the Group receives on interest-earning assets and the interest rates that it pays on interest-bearing liabilities
(i.e., its average spread) and the volume of such assets and liabilities tend to have the most significant impact on the
Group's results of operations. Net interest income represented 60.0%, 66.5% and 65.0% of the Group's total
operating income in 2011, 2012 and 2013, respectively.

Net interest income amounted to TL 7,118,805 thousand in 2013, which was a 11.1% increase from TL 6,407,461
thousand in 2012, which was a 22.4% increase from TL 5,235,893 thousand in 2011. The Group's net yield (i.e., its
net interest income as a percentage of its average interest-earning assets (which is calculated as the average of the
opening, quarter-end and closing balances for the applicable year)), was 4.4% in 2013, compared to 4.5% in 2012
and 4.2% in 2011. There was a genera decline in margins in the Turkish market from 2010 onwards as a result of
increased competition across al sectors of the Group’s business; however, the volumes, especialy in lending
activities, increased in 2011, 2012 and 2013 as further described in “Assets- Loans and Advances to Customers’
below. There was a slight improvement in 2012 as a result of a decrease in the cost of funding, especidly in
deposits. In 2013, to alarge extent the volumes maintained the same level asin 2012.

Net interest margin was 3.9% in 2013 for the Bank (3.6% for the Group) compared with 4.3% in 2012 for the Bank
(3.8% for the Group) and 3.6% in 2011 for the Bank (3.5% for the Group). The Group’s net interest margin slightly
improved in 2012 as aresult of the Group’s focus on high margin products and reducing funding costs by decreasing
interest rates on deposits; however, it dightly decreased in 2013 due to pressure on margins in the second half of the
year.
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The average spread for the Bank and the Group followed a similar pattern. See also “— Significant Factors Affecting
the Group’s Financial Condition and Results of Operations — Interest Rate Environment.”

Interest income and interest expense are discussed in greater detail below.

Interest Income. Interest income is the interest (including the amortisation of interest-earning assets purchased at a
discount and the interest component of lease receivables) and certain loan-related fees (such as closing fees received
on project finance loans) received by the Group on its interest-earning assets, principally loans and debt securities.
Interest income is afunction of both the volume of interest-earning assets and the yield that the Group earns on these
holdings. In 2013, the Group's interest income increased by 0.6% to TL 13,912,708 thousand from TL 13,826,233
thousand in 2012, which itself was an increase of 21.4% from TL 11,393,106 thousand in 2011. The following table
sets out the interest earnings on the Group’s interest-earning assets during each of the indicated years:

2011 2012 2013
(TL thousands)
Interest onloans.......cccoceeeeecveecveenenen. 7,165,025 9,164,868 9,809,579
Interest on Securities.........oceveeeveenenen. 3,677,404 4,005,815 3,627,487
Interest on lease business.................... 172,135 239,758 289,234
Interest on deposits at banks................ 309,804 352,702 236,292
(@191 £ TR 68,738 63,090 50,116
Total interest income........cocccvvevveeneene 11,393,106 _ 13,826,233 13,912,708

As noted above, interest income is a function of both the volume of, and yield earned on, the Group's interest-
earning assets. In 2013, the increase in interest income was principally due to a 7.0% increase in “interest income on
loans.” The increase was largely offset by a decline in interest on securities, due both to a declining interest rate
environment and a declining number of securities with higher yields held by the Group). In 2012, the increase in
interest income was principally due to a 27.9% increase in interest income on loans.

The following table sets forth the average yield earned by the Bank (daily average) and the Group (quarterly
average) on certain interest-earning assets for the indicated years. For additional information with respect to the
Bank’s interest income, including with respect to Turkish Lira- and foreign currency-denominated assets, see
“Selected Satistical and Other Information Interest Differential — Distribution of Assets, Liabilities and
Shareholders' Equity; Interest Rates and Interest Differential — Average Balance Sheet and Interest Data” and “—
Net Changesin Interest Income and Expense — Volume and Rate Analysis.”

2011 2012 2013
Total averageyield for theBank.............. 9.08% 9.99% 8.73%
Deposits at banks.........ccceeeeierivvinnnnnn, 2.63% 2.75% 1.92%
Investment SeCUrities........ccveerene, 10.91% 11.31% 9.77%
Loans and advances to customers....... 9.08% 10.15% 8.90%
Total averageyield for the Group........... 9.04% 9.80% 8.67%

The decline in yield in 2013 compared to 2012 primarily resulted from the declining interest rate environment in
global and Turkish markets as a result of the global financia crisis and governmental responses thereto, including
increases in liquidity facilities by the Central Bank and sharp reductions in its interest rates as well as increase in
competition in the Turkish market. The increase in 2012 is in line with the Group’s strategy of focusing on high-
margin products.

The growth in the Group’s interest income in the past three years was primarily due to the increase in the size of its
loan portfolio. In 2011, strong loan demand from the Turkish market underpinned the continued growth in the
volume of cash loans as the Group reduced its securities portfolio to, in part, fund loan growth (along with deposits
and new wholesale funding), although pricing continued to be negatively impacted by competition from state and
private banks; however, the increase in volume more than offset the pricing impact leading to an increase in interest
income. In 2012, the Group’s loan portfolio continued to grow and was supported by better margins resulting from a
selective lending strategy that focused on higher-yielding products. In 2013, interest income was only dightly larger
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than in 2012 notwithstanding the growth in the Group’s loan portfolio due to the declining average yield. The above-
described increase of interest rates by the Central Bank in January 2014 is expected by the Bank’s management to
result in narrowing interest margins in the short term due to the maturity mismatch between deposits and loans, and
also to lead to a deceleration in loan growth and increase in deposit funding costs in the Turkish market as banks
reflect the increased ratesin the loan and deposit interest rates.

Interest Expense. Interest expense is the interest and certain loan-related fee expenses (such as fees paid on
syndicated loans) of the Group on its interest-bearing liabilities, principally time deposits and borrowings. As with
interest income, interest expense is a function of both the volume of interest-bearing liabilities and the interest rates
that the Group pays on these liabilities. In 2013, the Group’s interest expense decreased by 8.4% to TL 6,793,903
thousand from TL 7,418,772 thousand in 2012, which itself was an increase of 20.5% from TL 6,157,213 thousand
in 2011. The following table sets out the interest expense on the Group's interest-bearing liabilities by category
during each of the indicated years:

2011 2012 2013
(TL thousands)
Interest on saving, commercial and public deposits.........cccoevererereene. 4,047,763 5,036,622 4,522,899
Interest on borrowings and obligations under repurchase agreements.. 1,743,956 1,872,825 1,605,374
Interest on bonds payable.........cccovvvieiieiecescre e 177,431 321,472 486,571
Interest on bank dePOSIES. ....cvcvvririiirereee e 107,148 164,573 147,692
Interest on subordinated liabilities.........cccccveceecieie e, 69,623 11,696 5173
10107 SRS 11,292 11,584 26,194
Total INTEreSt EXPENSE...cvciiirieeririeere e seens 6,157,213 7,418,772 6,793,903

The decrease in the Group’s interest expense in 2013 was principally a result of a decrease in market interest rates
and effective management of funding costs (including attracting additional demand deposits and the opportunistic
utilisation of alternative funding sources such as repurchase agreements, money market borrowings, issuance of
bonds and foreign borrowings). As noted above, changes in the interest rates that the Group pays on its interest-
bearing liabilities significantly affect the Group’s interest expense. Most significantly, the Group’s interest-bearing
deposits represent the largest portion of its liabilities by 50.6%, 48.5% and 47.2%, respectively, as of 31 December
2011, 2012 and 2013. As a result, the interest rates that the Group pays on its deposits typically have the largest
impact on the Group’s interest expense. The following table sets forth the average interest rates paid by the Bank
(daily average) and the Group (quarterly average) on interest-bearing deposits and other interest-bearing liabilities
for the indicated years:

2011 2012 2013
Total interest ratesfor the Bank ........ 5.69% 6.28% 4.93%
Deposits from customers.............. 5.57% 6.13% 4.74%
Short-termdebt .........coeevveervenenen, 5.98% 7.41% 6.60%
Long-termdebt .......ccceevveiirirnnnen, 5.92% 6.29% 5.58%
Repurchase agreements................. 6.04% 7.40% 5.04%
Total interest ratesfor the Group...... 5.83% 6.33% 5.00%

In 2011, the cost of the Group’s interest-bearing liabilities began to reduce, principally as a result of interest rate-
easing by the Central Bank (which began in 2009 and continued thereafter until near the end of 2013 and resulted in
significantly lower interest rates on Turkish Lira deposits and Turkish Lira-denominated repurchase agreements) and
declining interest rates generally across global markets in response to the global financial crisis. The TL overnight
rate gradually declined from 15.0% on 31 December 2008 to 5.0% on 31 December 2011, and remained at that level
in 2012, but again increased to 7.75% by the end of 2013. The increase in the Group’s interest expense in 2012 was
principally aresult of a significant increase in interest-bearing liabilities incurred to meet the increasing demand for
loans from the Group’s customers and Central Bank actions to restrain growth in the Turkish economy. This growth
in demand for loans was primarily due to the strong recovery of the Turkish economy in 2010 and 2011 from the
global financial crisis, which strong recovery led the Central Bank to increase banks' reserve requirements and to
increase its interest rates in an attempt to moderate growth in the Turkish economy. These Central Bank
interventions resulted in an increase in the Group’s interest expense in 2012. In 2013, the decrease in interest rates
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(resulting principally from declining rates globally in the first half of 2013) paid by the Group exceeded the
additional interest expense resulting from the increase in the amount of the Group’s interest-bearing liabilities during
the year. See “- Financial Condition - Liabilities’ below.

For additional information with respect to the Bank’s interest expense, including with respect to the size of and yield
paid on Turkish Lira- and foreign currency-denominated liabilities, see “ Selected Satistical and Other Information —
Distribution of Assets, Liabilities and Shareholders’ Equity; Interest Rates and Interest Differential — Liabilities —
Average Interest-Bearing Liabilities’ and “—Net Changes in Interest Income and Expense — Volume and Rate
Analysis.” In addition, certain information on the interest rates paid by the Group on its interest-bearing liabilities
can be found in “ Selected Satistical and Other Information — Borrowings and Certain Other Liabilities’ below.

Net Fee and Commission Income

The second largest component of the Group’s operating income is its net fee and commission income. The Group
earns fee and commission income on both capital-intensive products (such as origination fees on cash loans and fees
for credit cards, letters of credit and guarantees) and capital-free products (such as investment advice and brokerage
fees in respect of debt and equity trading). The principal drivers for fee and commission income are the credit card
and retail banking businesses. The Bank’s management expects the contribution of fee and commission income to
the Group’'s overall operating income to increase, particularly with the expected growth in its retail lending
businesses and tightening interest margins; however, the Turkish government periodically imposes limits or
prohibitions on fees and commissions that a bank may charge for certain banking services and the adoption of any
such limits or prohibitions could result in lower fee and commission income for the Group.

The Group’s net fee and commission income for 2013 was TL 2,667,043 thousand, an increase of 28.7% from
TL 2,072,749 thousand in 2012, which itself was a decrease of 2.7% from TL 2,130,603 thousand in 2011. The
decrease in the Group’s net fee and commission income in 2012 was in part due to the reduced cap on fund
management fees required by a change in applicable Turkish regulations along with an expansion of the coverage of
fees subject to amortisation through the life of cash loan contracts (if each such factor were excluded, the Bank
would have experienced approximately a 9% increase in net fee and commission income over the period); however
such decreases were partly offset by an increase in the number of credit cards issued by the Group and therefore an
increase in the fees payable by users of such credit cards. While strong growth was experienced throughout the
Group's fee and commission sources in 2013, this increase was primarily due to the growth in consumer and SME
loans, which tend to have higher fees and commissions than corporate and commercial loans.
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The following table sets out the categories of the Group’s fee and commission income and expenses (identified by
the principal business lines of the Group) and their respective amounts during each of the indicated years:

2011 2012 2013
(TL thousands)

Fee and Commission Income

Credit card fEes.....oovvirirreee e 1,131,262 1,381,179 1,435,242
Retail banking ........ccoeeveiverisieneeseseeseseennes 609,651 499,062 964,701
SME DBankKing ......cccovevrvnerineseninesesee e 345,189 309,768 367,710
Commercial banking .........ccooeeveienenienienneenene 219,011 232,008 253,468
Corporate banking.........cccceerverenenenieneeseeseens 30,873 24,532 28,223
L@ 14 1= SRS 198,180 133,918 155,433
Total fee and commission income................... 2,534,166 2,580,467 3,204,777
Fee and Commission Expense

Credit card fees.....ooovvvirirrerereee e (318,329) (373,177) (405,321)
Retail banking ........ccoceevireinenenireeseseeenes (13,406) (32,401) (39,264)
SME DanKing .......ccoceeeverennineneneneeseseee (1,849) (20,787) (12,363)
Commercial banking.......cccoceveevvvivnienieeeereeneens (523) (3,412) (4,648)
Corporate banking........cccoceverieresereseeeeseeneens (488) (1,418) (1,349)
OtNEY <o (68,968) (86,523) (74,789)
Total fee and commission expense..........c....... (403,563) (507,718) (537,734)
Net fee and commission income.................... 2,130,603 2,072,749 2,667,043

Other Operating Income

Other operating income includes net trading gains, net foreign exchange gains, premium income from the insurance
business and other items. Total other operating income for 2013 amounted to TL 1,158,368 thousand, increasing by
0.3% from TL 1,154,681 thousand in 2012, which itself was a 15.5% decrease from TL 1,366,337 thousand in 2011
(despite incurring a net foreign exchange loss in 2011 (included in operating expenses), mainly due to the large net
foreign exchange gain in 2011. See “Net Income” above. The following table sets out the Group’s other operating
income by category during each of the indicated years:

2011 2012 2013
(TL thousands)
Trading gains, fixed/floating securities.............cccceveeee 326,257 610,211 291,613
Trading gaing/(losses), derivative transactions.............. 350,936 (439,901) (227,764)
Trading gains, NetW ..o, 677,193 170,310 63,849
Premium income from insurance business.................... 228,713 299,617 350,715
Foreign exchange gains, Net. .........ccocevveeeneienenenennns - 435,055 338,414
Other operating iNCOME.........cccooeiirinenenieeee e 460,431 249,699 405,390
Total other operating iNnCoMe............cccoevevevererererernen. 1,366,337 1,154,681 1,158,368

(1) See note 29 to the 2013 IFRS Financial Statements incorporated by reference into this Prospectus.

The largest component of total other operating income in 2011 (representing 49.6% of the total) was the net trading
gains, while it was net foreign exchange gains in 2012 (representing 37.7% of the total). In 2013 premium income
from insurance business represented the largest component of total other operating income (representing 30.3% of
the total). As the market share and transaction volume of the Group's life and pension business increase, its
contribution to other operating income is expected to increase. See “The Group and its Business — Subsidiaries —
Garanti Pension and Life” below.

Net trading gains in 2012 and 2013 resulted from trading of fixed- and floating-rate debt securities. The strong
increase in trading income in 2011 was again primarily attributable to securities trading transactions in the first
quarter of 2011, which accounted for almost half of trading income for the year. This was partly due to the sale of
higher rate fixed interest securities as interest rates decreased. Gains on derivative transactions (which to a large
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extent are used to hedge the Group’s own positions) accounted for the remainder of the gains in 2011. These gains
were the result of an increase in the volume and size of customer-driven transactions due to the increasing adverse
effects of the global financial crisis on Turkish customers, reversing the trend seen in 2010. In 2012, the Bank’s sales
from its held-to-maturity portfolio due to changes in the local capital adequacy legidation, as permitted by IAS 39,
drove the sharp increase in trading gains from fixed and floating rate debt securities, however, this was partialy
offset by trading losses on derivative transactions due to mark-to-market losses on derivatives (including in
particular losses arising from interest-rate swaps hedging the interest rate risk associated with long-term fixed rate
Turkish Liraloans). Asit is not possible for the Group to fully model hedge accounting for such hedges, the results
are presented in different lines of the Group’s income statement and, accordingly, generally offset each other and do
not have an aggregate impact on the Group’s overall result of operations.

The second largest component of other operating income is the net foreign exchange gains, which had a 29.2% share
in total other operating income in 2013, compared to 37.7% in 2012. The Group's foreign exchange gains/losses
include both realized and unrealised gains/losses. The realized gaing/losses result from the settlement of foreign
exchange transactions and spot legs of derivative transactions, whereas unrealised gaing/losses arise from the
Group's foreign currency positions. The unrealised gains/losses consist of two parts - unrealised gaing/losses on the
balance sheet position and unrealised gaing/losses on the off-balance sheet position. The foreign exchange
gaing/losses arising from the settlement of foreign exchange transactions and the unrealised gaing/losses from the
balance sheet foreign currency position are included under “foreign exchange gaing/losses, net” whereas both the
realized and unrealised gaing/losses on off-balance sheet transactions and positions (which principally result from
forward legs of derivative transactions) are recorded under “trading gains/losses.” Therefore, although the Group did
not hold any material foreign currency net open positions throughout 2011, 2012 and 2013 (considering both on-
balance sheet and off-balance sheet positions), “foreign exchange gains/losses, net” varied among these years
depending upon the balance sheet and off-balance sheet positions in gross terms. In 2013, the Group recorded
foreign exchange gains, net of TL 338,414 thousand, compared to net of TL 435,055 thousand in 2012 (included in
operating expenses) and foreign exchange losses, net of TL 340,950 thousand in 2011. The Group’'s foreign
exchange loss in 2011 was due to the volatility of foreign exchange rates during the year. With respect to foreign
exchange gains, see “Sgnificant Factors Affecting the Group’s Financial Condition and Results of Operations —
Currency Exchange Rates’ above.

In 2013, other operating income includes partial reversal of general provisions amounting to TL 115,000 thousand
provided by the Bank’s management in prior periods in order to act conservatively in the context of the uncertainty
created by the global financia crisis. The reversal was included due to the management’s decision that certain
related risks diminished.

Operating Expenses

The Group's operating expenses include business expenses such as salaries/benefits and rent, but also include
impairment losses (including provisions for non-performing loans). Operating expenses in 2013 increased by 20.1%
to TL 6,436,602 thousand, almost at the same rate of increase as in 2012 by 20.0% to TL 5,357,844 thousand from
TL 4,465,236 thousand in 2011. The increase in 2012 is 29.9% when net foreign exchange losses are excluded in
2011. The increase in 2013 principally resulted from an increase in the Group’s provisions for |oans and other credit
risks and also increases in employee and expansion-related expenses (as further explained in “- Salaries and Wages’
below). See “Provisions for Probable Loan Losses’ below.

As noted above, as a banking institution, the Group’s management focuses closely on the Group’s efficiency and
(within the context of maintaining the quality of its services) seeks to decrease its cost/income ratio. The Group’s
costs (which includes total operating expenses excluding impairment losses, net, reserve for employee severance
indemnities and foreign exchange and trading losses) to income (which includes operating income minus foreign
exchange and trading losses and impairment losses, net, except for provisions made on a portfolio basis to cover any
inherent risk of loss for cash loans and non-cash loans) ratio increased to 49.8% in 2013 from 46.9% in 2012 (45.8%
in 2011). A similar ratio monitored by the Group is its ratio of operating expenses (calculated for this purpose as
total operating expenses excluding impairment losses, net, depreciation and amortisation expenses, reserve for
employee severance indemnities and foreign exchange and trading losses) to total average assets, which ratio
improved dlightly from 2.3% in 2011 to 2.2% in 2012 but returned to 2.3% in 2013. The deterioration in the cost-to-
income ratio was due to the significant increase in provisions for loans and other credit risks, whereas the ratio of
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operating expenses as a percentage of total average assets has remained constant as a result of the Group’s close and
effective control of costs.

The following table sets out the Group’s total operating expenses by category during each of the indicated years:

2011 2012 2013
(TL thousands)
SAlaries anNd WagES........ccveveererereseseseeeeeeeseesese e ssennns 1,321,469 1,441,706 1,606,010
Provisions for loans and other credit risks, net ................. 220,070 1,202,379 1,519,617
Credit card rewards and promotion expenses..........ccoe.... 438,765 427,893 501,692
Employee benefits? ..........cooveeeieeieeeseeeeeesseeessnesseneenn, 330,928 405,304 410,165
Depreciation and amortiSation ...........c.cceeeeeereresesesennen, 233,751 258,233 285,315
RENE EXPENSES .....cveecvereieteeiietee sttt 193,994 215,817 248,662
CommuNi CatioN EXPENSES .......ovuerverierieriereeieseesee e seesiennns 150,159 171,892 183,069
Taxes and duties other than onincome...........ccccoceveeerienne, 128,589 145,607 180,044
Impairment 10sses, Nt ..........oooovveveeeeeee e, 138,139 45,052 68,697
Foreign exchange 10Ss, NEt.........ccccvveeeeeevenne e, 340,950 - -
Other operating expenses'y ..........ccoeoveeeeeeeeereseesseean, 968,422 1,043,961 1,433,331
Total operating EXPENSES? ........cocveeeeereeeeererereressesesneas 4,465,236 5,357,844 6,436,602

(1) Other operating expenses include various normal course expenses such as advertising expenses, utility charges and repair and
maintenance, none of which isindividually material. See note 30 to the 2013 IFRS Financial Statements incorporated by reference into
this Prospectus.

(2) In accordance with IFRS, the expenses associated with the Group's insurance business are, where appropriate, included within the
various expense line items set out above.

(3) In 2013, the Bank made a correction on “impairment losses, net” for the calculation of SDIF premiums between the years 2007 and
2012 on its prior years income statements amounting to TL 3,758 thousand as of 31 December 2012 and TL 4,493 thousand as of
31 December 2011.

Two items, salaries and wages and impairment losses, net (including provisions for loans and other credit risks) are
discussed in greater detail below. With respect to foreign exchange losses, net, see “ Sgnificant Factors Affecting the
Group’s Financial Condition and Results of Operations — Currency Exchange Rates’ above.

Impairment Losses, Net. The Group’s total operating expenses can be materialy negatively affected by provisions
that the Group takes for probable losses on its cash loans and other impairments. The provision for loan losses is
comprised of amounts for specifically-identified impaired and non-performing cash loans plus a further portfolio-
basis allowance amount that the Bank’s management believes to be adequate to cover the inherent risk of loss
present in the pool of performing cash loans. In 2011, low level of provisions for loans and other credit risks
normalised following the strong recoveries experienced in 2010 as economic conditions improved following the
global financial crisis; however the substantial increase in the size of the Group’s loan portfolio drove an increase in
the net provision (offset somewhat by a TL 504,460 thousand sale of non-performing loansin 2011, which itself was
offset somewhat by the Bank’s decision to take a general provision of TL 90,000 thousand as detailed below). In
2012, a sharp increase in the Group's provisions for loans and other credit risks resulted from increasing provision
needs for commercial and consumer loans. Provisions for loans and other credit risks, net further increased by
26.4% in 2013, particularly resulting from commercial loans.

The Group makes provision for probable loan losses for anticipated problem loans and non-performing loans already
so classified each business day. See “Selected Satistical and Other Information — Summary of Loan Loss
Experience” below.

In addition to provisions for probable losses on cash loans and non-cash loans, the Group’s impairment losses, net
include provisions for tangible assets and goodwill, investment in equity participations, other receivables and (where
applicable) reversal of related prior year provisions. See notes9,11,12,13 and 21 to the 2013 IFRS Financial
Statements incorporated by reference into this Prospectus.

The following table sets out the movements in the Group’s alowance for probable loan losses on cash loans,
including the portfolio-basis allowance, during each of the indicated years:

30



2011 2012 2013

(TL thousands)
Balance at the beginning of theyear ................. 2,457,953 2,487,786 3,413,019
WIE-OffS..iiicieces e (230,780) (208,557) (321,568)
Recoveries and reversals........ccocoevveveseeeeeeenennen, (502,734) (222,912) (517,787)
Provision for the year, specific........ccccvvvvevecvenennen. 651,247 1,160,565 1,859,264
Provision for the year, portfolio-basis (net) .......... 112,100 196,137 236,169
Balance at the end of theyear ...........cccceeevennne. 2,487,786 3,413,019 4,669,097

The Group's net provision for probable losses on cash and non-cash loans in 2013 was TL 1,519,607 thousand, a
26.4% increase from TL 1,202,187 thousand in 2012, which itself was a 452.7% increase from TL 217,504 thousand
in 2011. As a result of the strong growth of the Group’s loan portfolio and strong collection performance, the
Group's “non-performing loans to total gross cash loans’ ratio increased from 2.3% in 2011 to 2.8% in 2012 and
then increased dlightly to 2.9% in 2013, due primarily to a deterioration in commercia and consumer loans. The
large write-offs in 2011, 2012 and 2013 are principally due to sales from NPL portfolios. The effect of such sales on
the non-performing loan ratio was to reduce it by 0.2%, 0.2% and 0.5% for 2013, 2012 and 2011, respectively.

In addition to the specific and portfolio-basis provisions detailed above, the Group’s management elected to take a
TL 360,000 thousand general provision in 2009 in order to act conservatively in the context of the uncertainty
created by the global financial crisis. This was increased by TL 90,000 thousand in 2011, but reduced by
TL 115,000 thousand in 2013. The Group’s audit reports for the years ended 31 December 2011, 2012 and 2013
were qualified with respect to general provisions that were allocated by the Group. The provisions were taken in
accordance with the conservatism principle applied by the Group in considering the circumstances that may arise
from any changes in the economy or market conditions. See the IFRS Financial Statements incorporated by
reference into this Prospectus. These general provisions are not included in the allowance for probable loan losses
on cash loans in the table above but do form a component of “impairment losses, net” when there is an increase and
form a component of “other operating income” when there is a reversal, and affect the balance sheet as an element
of “other liabilities, accrued expenses and provisions.”

Salaries and Wages. The Group's operating expenses include the salaries and wages that it pays to its employees.
Salaries and wages increased by 11.4% to TL 1,606,010 thousand in 2013 from TL 1,441,706 thousand in 2012,
itself a2 9.1% increase from TL 1,321,469 thousand in 2011. The increase in 2011 was broadly in line with inflation,
principally due to an increased emphasis on effective cost management and management of human resources. As of
31 December 2013, the Group had 21,853 employees, compared to 20,287 as of 31 December 2012 and 19,685 as of
31 December 2011. The increase in the number of employees principally resulted from the Group’'s branch
expansion (growing by 2.0% from 918 as of 31 December 2011 to 936 as of 31 December 2012, and then growing
6.9% more to 1,001 as of 31 December 2013).

Taxation Charge

The Group is subject to different forms of income taxation in each market in which it has operations, although the
principal driver is Turkish taxation of the Group’s income. Taxation and duties other than on income are included in
operating expenses whereas taxation on income is applied to income before tax in order to determine the Group’s net
income. Income taxation charges for 2013 amounted to TL 911,749 thousand, which was a 2.8% increase from
TL 887,330 thousand in 2012, itself a 1.6% increase from TL 873,265 thousand in 2011. The Group's taxation
charges for 2013 included a reduction in deferred tax benefits amounting to TL 249,746 thousand compared to an
increase in deferred tax benefits amounting to TL 414,755 thousand for 2012 (and a reduction in deferred tax
benefits amounting to TL 391,809 thousand for 2011).

The Group's effective income tax rate (calculated based upon its reported taxation charge divided by its income
before tax) for 2013, 2012 and 2011 was 20.23%, 20.75% and 20.46% (each very close to the Turkish corporate
income tax rate of 20%), respectively. The deviation from the Turkish tax rate of 20% in 2012 was due to the Group
incurring certain disallowable expenses. The deviation from the Turkish tax rate of 20% in 2011 and 2013 was
principally due to the changes in general provisions detailed above.
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Taxes on income from the Group’s non-Turkish operations have been immaterial. For more information on the
Group's taxation, see note 20 to the Group’'s 2013 IFRS Financial Statements incorporated by reference into this

Prospectus.

Financial Condition

The following summary balance sheet data for each of the indicated dates have been extracted from the IFRS
Financial Statements incorporated by reference into this Prospectus. This information should be read in conjunction

with such financia statements (including the notes thereto).

As of 31 December
% of % of % of
2011 Total 2012 Total 2013 Total
(TL thousands, except for percentages)

Assets
Cash and balances with central banks...........ccccoeeernnenee. 3,429,820 21 4,519,405 25 6,849,292 3.2
Financia assets at fair value through profit or loss.......... 419,271 0.3 550,926 0.3 538,145 0.2
Loans and advancesto banks............cccveerrenereciecnenes 15,232,714 9.4 9,409,593 53 11,639,668 5.4
Loans and advances to customers 92,653,780 57.4 102,260,080 576 131,315,161 60.3
Other assetsV®.........oooroeeeeceeeeeeeees 11,754,933 73 18761561 106 26,141,641 120
INVESEMENE SECUMTTIES. ....cveveeeeeeeice e 35,941,390 223 39,861,281 225 38,609,492 17.7
Investment in equity participations............cccceeeeeerereeenne 24,593 0.0 25,340 0.0 41,788 0.0
Tangible assets, net 1,710,768 11 1,643,451 0.9 2,018,893 0.9
Deferred tax @SSel .......coveerrerereeriee e 233,752 0.1 467,898 0.3 581,695 0.3
L0 1T £ 161,401,021 1000 177,499,535 1000 217,73577/5 100.0
Liabilities
Depositsfrom banks...........ccccevevveieiiiiiniseseeece e 3,096,810 19 5,583,786 31 6,733,280 31
Deposits from customers 90,138,994 559 92,191,501 51.9 112,461,129 51.6
Obligations under repurchase agreements and money

market fundings.........covevevieieeicese e 11,738,157 7.3 14,106,944 7.9 16,007,738 7.3
Loans and advances from banks and other institutions.... 24,325,549 15.1 25,879,355 14.6 34,189,584 15.7
Bonds payable.........cccevreerreneree e 3,742,056 2.3 6,125,986 35 10,835,298 5.0
Subordinated liabilities.... 1,122,090 0.7 148,680 0.1 147,491 0.1
Current tax [iabilitieS ......covrereeeereeeeee e 77,248 0.0 340,879 0.2 133,384 0.1
Provisions, other liabilities and accrued expenses?®®@ | 9,022,992 56 11,200,449 6.3 13,752,702 6.3
Total l1abilities.....c.oeeieiiece e 143,263,896  88.8 155,577,580 87.6 194,260,606 89.2
Total shareholders' equity and non-controlling

INEEN ESES. .ottt 18,137,125 112 21,921,955 124 23,475,169 10.8
Total liabilities, shareholders equity and non-

CONTOHING INTENESES .o 161,401,021 1000 177,499,535 1000 217,735775 100.0

(1) Includes“Goodwill, net.”
(2) Includes deferred tax liabilities.

(3) Receivables from securities lending market and payables to securities lending market are netted-off in the balance sheet as of 31 December
2012 for presentation purposes. Accordingly, such items, both amounting to TL 737,814 thousand as of 31 December 2011, are also netted-

off in the above table for comparison purposes.

(4) Theeffects of corrections to other provisions, current tax liability and shareholders’ equity made by the Bank in 2013 for the calculation of
SDIF premiums between the years 2007 and 2012 on the prior periods’ consolidated financial statements, amounted to TL 19,702 thousand
TL 3,941 thousand and TL 15,761 thousand as of 31 December 2012 and TL 15,945 thousand, TL 3,189 thousand and TL 12,754 thousand

as of 31 December 2011, respectively.

The following summarises the Group's assets, liabilities and shareholders' equity as extracted from its IFRS

Financial Statements (without any material adjustment).

Assets

As of 31 December 2013, the Group’s total assets amounted to TL 217,735,775 thousand, an increase of 22.7% from
TL 177,499,535 thousand as of 31 December 2012, itself an increase of 10.0% from TL 161,401,021 thousand as of
31 December, 2011. Cash and balances with central banks represented 3.2%, 2.5% and 2.1% of the Group’s total
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assets as of 31 December 2013, 2012 and 2011, respectively, as most of the Group’s funds are invested in interest-
earning assets. The following describes the Group’s loans and advances to customers and investment securities,
which jointly represented 78.0% of the Group’s total assets as of 31 December 2013, 80.1% as of 31 December 2012
and 79.7% as of 31 December 2011.

Loans and Advances to Customers. Loans and advances to customers represented 60.3%, 57.6% and 57.4% of the
Group's total assets as of each of 31 December 2013, 2012 and 2011, respectively. The Group's loans and advances
to customers amounted to TL 131,315,161 thousand as of 31 December 2013, an increase of 28.4% from
TL 102,260,080 thousand as of 31 December 2012, itself an increase of 10.4% compared to TL 92,653,780 thousand
as of 31 December 2011. The following table summarises the Group’s loans and advances to customers as of the
indicated dates:

As of 31 December

% of % of % of
2011 Total 2012 Total 2013 Total
(TL thousands, except for percentages)

CONSUMEY [0ANS .....c.ceeviirieirieisiee et 28,804,750 31.1 34,069,621 333 44,205,827 337

Mortgage loans 9,426,631 10,874,185 14,099,824

Credit card receivables...........coevvvveiireinnenneee, 9,455,308 11,222,929 13,790,108

AULO [OBNS. ..ot 1,100,089 1,289,677 1,472,637

General purpose and other consumer loans.............. 8,822,722 10,682,830 14,843,258
ENEIQY .ot 6,686,124 7.2 7,794,220 7.6 12,403,326 9.4
SENVICE SECLON .....eeeeeseeeeeeiees e seeneas 8,840,305 95 8,914,845 8.7 10,150,903 7.7
CONSITUCLION ...t e n 5,712,675 6.2 6,460,719 6.3 8,000,008 6.1
Transportation and |0giStiCS......cccvvvereevresererieeeeene, 4,294,677 4.6 4,773,793 4.7 5,762,964 4.4
FOOO. ..ot 4,634,551 5.0 4,044,540 4.0 5,201,218 4.0
TEXEIC. .ot 3,480,649 38 3,704,404 3.6 5,096,942 39
Metals and metal products 3,911,535 4.2 3,471,713 34 4,312,306 33
L1018 = 1o T 2,466,146 2.7 3,287,980 3.2 3,552,135 2.7
Data processing 2,260,765 24 1,921,479 19 3,509,651 2.7
Financial iNStitutions............ccooveeerrerereesee e 2,150,904 2.3 2,243,896 2.2 3,480,388 2.7
Transportation vehicles and sub-industry ...................... 2,917,806 31 2,726,962 2.7 2,783,878 2.1
Agriculture and stockbreeding.........ccccoevvevevienieeeneennn 1,829,093 2.0 2,069,407 20 2,018,005 15
OtNEN .t e 9,940,315 10.8 11,433,592 11.2 14,222,238 10.8
Total performing loans.........cccooeveveeviienesc e, 87,930,295 94.9 96,917,171 94.8 124,699,789 95.0
Financial |ease receivables, net of unearned income..... 2,478,834 2.7 2,677,055 2.6 3,558,657 2.7
Factoring recaivables...........cooveevreeneesee e 1,232,659 13 1,813,595 18 1,974,663 15
Income accrual on loans, factoring and lease

= 0= A o] 1= 1,290,551 14 1,254,005 12 1,751,101 13
Total performing loans and advancesto

CUSEOMIEN Sttt seese st 92,932,339 100.3 102,661,826 1004 131,984,210 100.5
Non-performing loans, factoring and lease

FECEAIVADIES ... 2,209,227 24 3,011,273 29 4,000,048 3.1
Allowance for probable losses from loans, factoring

and lease recalVabIes........cooeerevreree e (2,487,786) (2.7) (3,413,019) (3.3) (4,669,097) (3.6)
L oansand advancesto customers, Nt ....................... 92,653,780  100.0 102,260,080 100.0 131,315,161 100.0

In 2013 the Group’s loan portfolio grew by 28.4%, principally as aresult of growth in consumer loans, credit cards
and commercial loans, especialy in energy, construction and textile. In 2012, the Group’s loan portfolio grew by
10.4%, as global and domestic economies continued their recovery from the global financial crisis. This growth was
reflected across a wide range of groups and industries, but, in particular, the Group achieved growth in its loan
portfolio by meeting increased demand for consumer loans, credit card receivables, loans to certain industry sectors,
including energy, construction and tourism. In 2013, the Group’s non-performing loans increased by 32.8% to
TL 4,000,048 thousand (33.4% if the effect of sale of NPLs is excluded) from TL 3,011,273 thousand as of
31 December 2012, which itself was a 36.3% increase from TL 2,209,227 thousand as of 31 December 2011.

The proportion of the Group’s non-performing loans to gross cash loans was 2.9% as of 31 December 2013, 2.8% as

of 31 December 2012 and 2.3% as of 31 December 2011. In 2012 and 2013, the ratio increased largely due to new
non-performing commercial loans with strong collateralisation. The ratio of the Group’s non-performing loans to
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total gross cash loans and non-cash loans was 2.4% as of 31 December 2013, 2.3% as of 31 December 2012 and
1.9% as of 31 December 2011.

For additional information on the Group’s loan portfolio, including its non-performing loans and related provisions,
see note 7 to the 2013 IFRS Financial Statements and “ Selected Satistical and Other Information — Distribution of
Assets, Liabilities and Shareholders’ Equity; Interest Rates and Interest Differential — Average Balance Sheet and
Interest Data” and “— Cash Loan Portfolio-Types of Loans,” “— Cash Loan Portfolio — Risk Elements’ and “—
Summary of Loan Loss Experience.”

Investment Securities. Investment securities, principally Turkish government securities, have historically represented
a significant portion of the Group’'s assets. As of 31 December 2011, 2012 and 2013, investment securities
represented 22.3%, 22.5% and 17.7%, respectively, of the Group's total assets. The decline in investment securities
as a portion of the Group’s assets in 2013 was as a result of the growth of lending in response to increasing local
demand resulting from improving market conditions (particularly during the first half of the year) and reductionsin
the Group’s security portfolio to partially fund such growth. The following table provides information as to the
breakdown of the Group’s investment securities portfolio as of the indicated dates:

As of 31 December
% of % of % of
2011 Total 2012 Total 2013 Total

(TL thousands, except for percentages)

Securities available-for-sale

Turkish government bonds at floating rate...........cccceveenene 6,678,750 18.6 8,111,245 20.3 7,130,126 184
Turkish government bonds and treasury billsin TL............ 4,726,353 131 8,118,758 20.4 5,640,990 14.6
Turkish government bonds indexed to consumer price

0 L= 11,128,147 31.0 13,018,710 32.7 4,857,943 12.6
Bondsissued by financial institutions.............cccccoceieieene. 1,019,593 2.8 3,286,844 8.2 4,041,506 10.5
Bonds issued by foreign governments...........c.ceceveeeveeennnnn. 886,002 25 1,048,636 2.6 1,101,364 29
Eurobonds (Turkish government) 338,562 0.9 304,793 0.8 1,094,389 28
Bonds issued by corporations............cccceeeevvvenenenienereennn 2,647,282 7.4 304,790 0.8 460,594 12
Discounted Turkish government bondsinTL ..........c..c........ 3,704,782 10.3 4,270,780 10.7 459,301 12
(@13 1= RS 25,389 0.1 29,771 0.1 49,485 0.1
Total securitiesavailable-for-sale.........ccoveevveivnccncnene 31,154,860 86.7 38,494,327 96.6 24,835,698 64.3
Securities held-to-maturity
Turkish government bonds indexed to consumer price

INOEX. .. ettt - - - - 8,559,886 222
Turkish government bondsin TL .......cccceoeiereneneiniceeeens 2,026,372 5.6 102 0.0 3,000,881 7.8
Turkish government bonds at floating rate...........cccccceenee 916,647 2.6 910,865 2.3 909,338 2.4
Eurobonds (Turkish government) .........ccccccoeeverenecenieeenne. 1,578,712 4.4 441,641 1.1 463,687 1.2
Discounted Turkish government bondsin TL ..................... - - - - 205,269 0.5
OLNEN . e - - 9,455 0.0 189,934 0.4
SUD-EOLAL ... 4,521,731 12.6 1,362,063 34 13,328,995 345
Income accrua on held-to-maturity ..........ccocceoeveiecnicnnnne. 264,799 0.7 4,891 0.0 444,799 1.2
Total securitiesheld-to-maturity ........c.ccooeveeieicininennens 4,786,530 133 1,366,954 3.4 13,773,794 357
Total investment SECUrities..........ooeeeiivinniiericnsines 35,941,390 100.0 39,861,281 100.0 38,609,492  100.0

Securities issued by the Turkish government represented 84.1%, 87.5% and 86.9% of the Group’s total securities
portfolio as of 31 December 2013, 2012 and 2011, respectively.

The most significant change in the Group’s investment portfolio in 2011, 2012 and 2013 was the increase in
holdings of Turkish government bonds indexed to the Turkish consumer price index, which increased from 31.0% of
the Group’s total investment securities portfolio as of 31 December 2011 to 32.7% as of 31 December 2012 then to
34.8% as of 31 December 2013. The increase was a result of the Group’s decision to increase its investments in such
securities due to the more attractive yield available on such securities compared to fixed rate instruments and thus
hedge itself against market volatility. The held-to-maturity portfolio declined from 13.3% as of 31 December 2011
to 3.4% as of 31 December 2012 as a result of the Group’s sale of a large part of its Turkish government eurobonds
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covered by an exception granted by 1AS 39 for the sale of such securities in cases where the regulatory capital
requirement increases, such as following the effective date of Basel II; however, held-to-maturity portfolio
represented 35.7% of the Group’s total investment securities portfolio as of 31 December 2013. The Bank
reclassified certain securities issued by the Turkish Treasury, with atotal face value of TL 8,965,094 thousand from
the financial assets available-for-sale portfolio to the investments held-to-maturity portfolio in 2013.

Pursuant to Turkish market practice, the Group pledges securities to acquire funding under security repurchase
agreements. The Group utilises such funding depending upon the difference in rates paid on deposits compared to
Central Bank rates, which vary based upon market conditions as well as Central Bank policy. The securities so
pledged amounted to TL 17,856,320 thousand as of 31 December 2013, TL 15,415,648 thousand as of 31 December
2012 and TL 12,580,108 thousand as of 31 December 2011, comprising 45.6%, 38.1% and 34.6%, respectively, of
the Group’stotal securities portfolio.

For additional information on the Group’s investment securities portfolio, see note 10 to the 2013 IFRS Financial
Statements and “ Selected Satistical and Other Information — Securities Portfolio.”

Liabilities

As of 31 December 2013, the Group's total liabilities amounted to TL 194,260,606 thousand, an increase of 24.9%
from TL 155,577,580 thousand as of 31 December 2012, itself an increase of 8.6% from TL 143,263,896 thousand
as of 31 December 2011.

The Group’s TL 135,790,394 thousand in average interest-bearing liabilities during 2013 (calculated as the average
of the opening, quarter-end and closing balances for 2013) resulted primarily from TL 46,807,805 thousand and
TL 33,816,141 thousand in average Turkish Lira-denominated and foreign currency-denominated time deposits of
customers, respectively, TL 13,396,774 thousand in average obligations under repurchase agreements and
TL 28,127,533 thousand in average loans and advances from banks.

The following summarises the three principal categories of the Group's liabilities - deposits, obligations under
repurchase agreements and |oans and advances from banks.

Deposits. Deposits have been and are expected to continue to be the most important source of funding for the Group.
The Group’s total deposits from customers (including expense accruals) amounted to TL 112,461,129 thousand as of
31 December 2013, an increase of 22.0% from TL 92,191,501 thousand as of 31 December 2012, which was itself
an increase of 2.3% from TL 90,138,994 thousand as of 31 December 2011. The share of deposits from customersin
total liabilities decreased to 57.9% as of 31 December 2013 from 59.3% as of 31 December 2012 and 62.9% as of
31 December 2011, while the share of other funding sources increased during that period. The Bank’s management
believes that at least some of the decrease in recent years is a result of the Group’s issuance of Turkish Lira-
denominated bonds to individual investors, many of which might otherwise have deposited the invested funds with
the Bank. Foreign currency deposits (principally U.S. Dollars and Euro) represented 48.9%, 49.0% and 50.1% of the
Group's total deposits as of 31 December 2011, 2012 and 2013, respectively. For additional information on the
Group's deposits, see notes 14 and 15 to the Group’s 2013 IFRS Financial Statements and “ Selected Satistical and
Other Information — Deposits.”

Obligations under Repurchase Agreements. Obligations under repurchase agreements amounted to TL 16,007,738
thousand as of 31 December 2013, comprising 8.2% of the Group’s total liabilities, decreasing its share as compared
to TL 14,106,944 thousand as of 31 December 2012, which comprised 9.1% of the Group’s total liabilities, but
having the same level compared to TL 11,738,157 thousand as of 31 December 2011, which also comprised 8.2% of
the Group’s total liahilities. The share of the outstanding balances of such transactions in the Group’s balance sheet
changes depending upon the relative costs of funding in the market. For additional information on the Group’s
obligations under repurchase agreements, see note 16 to the 2013 IFRS Financial Statements.

Loans and Advances from Banks and Other Ingtitutions. As deposits are generally of a short-term duration, the

Group has obtained wholesale funding on a more limited basis principally to better match the maturity and currency
of its longer-term assets. This funding has included (among others) syndicated bank loans and financings
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collateralised by certain of the wire transfers and other remittances received by the Bank from its correspondent
banks and other senders of such transfers. Loans and advances from banks and other institutions amounted to
TL 34,189,584 thousand as of 31 December 2013 (constituting 17.6% of the Group’s total liabilities) as compared to
TL 25,879,355 thousand as of 31 December 2012 (congtituting 16.6% of the Group’'s total liabilities) and
TL 24,325,549 thousand as of 31 December 2011 (constituting 17.0% of the Group’s total liabilities). It isimportant
to note that a portion of these liabilities (either when incurred or as a result of aging) are themselves short-term (as
of 31 December 2013, 49.3% of loans and advances from banks had a remaining term-to-maturity of one year or less
as compared to 56.2% as of 31 December 2012 and 51.3% as of 31 December 2011). For additional information on
the Group’s loans and advances from banks, see note 17 to the 2013 IFRS Financial Statements and “Selected
Satistical and Other Information — Borrowings and Certain Other Liabilities.”

Shareholders' Equity

The Group’s total shareholders equity including non-controlling interests as of 31 December 2013 amounted to
TL 23,475,169 thousand, which was an increase of 7.1% from TL 21,921,955 thousand as of 31 December 2012,
itself also an increase of 20.9% compared to TL 18,137,125 thousand as of 31 December 2011. Shareholders' equity
principally changes as a result of the Group’s net income and changes in the amount of unrealised gains on
available-for-sale assets (which changes are not included in income). The following table summarises the
components of the Group’s shareholders' equity and non-controlling interests as of the indicated dates:

As of 31 December
2011% 2012% 2013
(TL thousands)

Share Capital........covvvreirrrcrr e 5,145,012 5,143,305 5,146,371
Share PremMilM.... ..o 11,880 11,880 11,880
NoN-controlling INtErestS ........cccoverererereeesese e 112,583 140,524 162,825
Unrealised (losses)/gains on available-for-sale assets......... 92,778 1,093,683 (494,581)
Hedging rESEIVE......ccciieieeeeie e (55,766) (55,377) (239,657)
Actuarial gain/(10SS) .....ooeeerererereeieee e - - (1,458)
Translation rESEIVE. ..o s 38,995 34,612 357,132
Legal FESEIVES.......c.cireireiree e 757,480 956,192 1,156,024
Retained €arnings?..........cc..evvverveeesssessssessssssssssssssnes 12,034,163 14,597,136 17,376,633
Total shareholders equity and non-controlling

INEENESES ..o 18,137,125 _ 21,921,955 23,475,169

(1) The Group started applying net investment hedges for itsinvestmentsin foreign operations from 1 July 2013; accordingly, the Group’s
hedging reserves and translation reserves of prior years have been shown in gross amounts for comparison purposes.

(2) The Bank made a correction in 2013 for the calculation of SDIF premiums between the years 2007 and 2012 on its prior years
financial statements, accordingly, the consolidated financial statements of prior periods have been adjusted.

The net unrealised market value performances of available-for-sale assets became negative by the end of 2013. This
was due both to the reduction resulting from the sale of certain available-for-sale securities in 2013 (for which the
Group booked atotal gain of TL 489,788 to the income statement) and a significant decline in the market values of
the remaining pool of available-for-sale securities due to a decrease in yields starting from the second quarter of
2013. This decline in 2013 largely reversed significant increases in market values during 2012 resulting from
improving market conditions. For additional information on the Group’s shareholders equity and non-controlling
interests, see notes 10 and 22 in the 2013 IFRS Financial Statements. In addition, see “ Capital Adequacy” below.

Off-Balance Sheet Arrangements

In the normal course of business in order to meet the needs of its customers and to hedge the Group’s own positions
(and generaly not for speculative purposes), the Group enters into certain off-balance sheet transactions. These
transactions expose the Group to credit risk that is not reflected on the Group’s balance sheet. The Group appliesto
these transactions the same credit policies in making commitments and assuming conditional obligations as it does
for on-balance sheet transactions, including the requirement to obtain collateral when it is considered necessary.
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The most significant category of such transactions includes letters of guarantee, letters of credit and other support
that the Group provides to its import and export customers, as well as off-balance sheet exposure for the Group's
commitments to make loans to its borrowers, derivatives and other transactions. For detailed information on the
Group's off-balance sheet commitments and contingencies, see notes24 and 25 to the 2013 IFRS Financial
Statements.

The following summarises the three principal categories of the Group’s off-balance sheet exposures — letters of
credit and similar transactions, derivatives and commitments to customers under credit facilities.

Letter of credit and similar transactions. As of 31 December 2013, the Group had issued (or confirmed) letters of
credit amounting to TL 9,584,333 thousand, guarantee letters and other guarantees amounting to TL 23,957,654
thousand and acceptance credits amounting to TL 638,089 thousand compared to letters of credit amounting to
TL 6,141,429 thousand, guarantee letters and other guarantees amounting to TL 16,918,981 thousand and
acceptance credits amounting to TL 720,896 thousand as of 31 December 2012. (letters of credit amounting to
TL 6,231,224 thousand, guarantee letters and other guarantees amounting to TL 15,490,635 thousand and
acceptance credits amounting to TL 515,550 thousand as of 31 December 2011). Most of such letters of credit and
guarantees were issued (or confirmed) in connection with the export and trade finance-related activities of the
Group’'s customers. The following table summarises the Group’s exposure under such transactions as of the
indicated dates:

As of 31 December
2011 2012 2013
(TL thousands)

Lettersof guarantee .........cceeveevevvrvriennnn, 15,420,399 16,852,681 23,877,730
Letters of credit....ooovnvnniniennicieieesienn, 6,231,224 6,141,429 9,584,333
Acceptance creditS.......cooeeeererenenenennn 515,550 720,896 638,089
(@14 1= £SO 70,236 66,300 79,924
Total commitmentsand

CONLINGENCIES.....cvvvevreerereie i, 22,237,409 _ 23,781,306 34,180,076

The Group generates significant amounts of fees from these transactions while incurring a very small amount of
credit losses thereon as almost all of these transactions expire without any need for payment by the Group (for
example, aletter of credit expiring when the related buyer of goods makes its payment to the seller).

Derivatives. The Group's exposure to derivative transactions arises principally in connection with customer-dealing
and funding activities. The Group aso enters into certain derivatives transactions in order to hedge its currency,
interest rate and other risks. The Group enters into derivative transactions with domestic and foreign counterparties
that it considers to be credit-worthy (mostly with an investment grade rating) or, in most cases, that are fully-
secured. As of 31 December 2013, the Group’s notional amounts of outstanding derivative contracts arising from
various derivatives amounted to TL 85,480,706 thousand, a 59.1% increase from TL 53,725,410 thousand as of
31 December 2012, itself a 22.4% increase from TL 43,880,483 thousand as of 31 December 2011. The increases
resulted from currency swap transactions and options entered into for the Group and its customers mainly in order to
hedge the positions against the volatility in exchange rates in the markets. See note 25 to the 2013 IFRS Financial
Statements and for a breakdown of the Group’s commitments arising from derivatives as of 31 December 2011,
2012 and 2013, “ Selected Satistical and Other |nformation — Derivative Transactions.”

Governments in the United States, Europe and elsewhere have made or are expected to make changes in laws
relating to derivatives transactions, including how they settle. The Bank’s management does not anticipate that such
changes will have a material adverse effect on its ability to obtain reasonably-priced hedges for its currency, interest
rate and other risks; however, the volatility in the markets in recent years has made certain derivatives more
expensive than in previous years and such increased costs may make the Group's hedging operations less cost-
effective.

Commitments to Customers. The Group’s commitments to customers include unused credit limits for credit cards,
overdrafts, checks and loans to customers and commitments for credit-linked-notes, which amounted to
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approximately TL 40,614,981 thousand as of 31 December 2013, an increase of 45.3% from TL 27,955,379
thousand as of 31 December 2012, itself an increase of 1.7% from TL 27,495,547 thousand as of 31 December 2011.
The increases in 2011, 2012 and 2013 are consistent with the general growth of the Group’s lending business,
including its credit card business.

Capital Adequacy

Each of the Bank and the Group is required to comply with capital adequacy guidelines promulgated by the BRSA,
which are based upon the standards established by the Bank of International Settlements. These guidelines require
banks to maintain adequate levels of regulatory capital against risk-bearing assets and off-balance sheet exposures.
The total capital ratio for each of the Bank and the Group is calculated by dividing: (a) its “Tier I” capita (i.e, its
“core capital,” which mainly comprises its share capital, reserves and retained earnings (reduced by certain items
such as leasehold improvements on operational |eases, intangible assets and goodwill)) plusits “Tier 11" capital (i.e.,
its “supplementary capital,” which mainly comprises general provisions, subordinated debts, unrealised gains/losses
on available-for-sale assets and revaluation surplus and minus items to be deducted from capital (its “deductions
from capital,” which comprises mainly unconsolidated equity interests in financia institutions and assets held for
resale but held longer than five years), by (b) the aggregate of value at credit risk, value at market risk and value at
operational risk. In accordance with these guidelines, each of the Bank and the Group is required under BRSA
requirements to maintain a total capital ratio in excess of 8%. Although the BRSA recommends a total capital ratio
of 12%, the BRSA does not have a separate requirement with respect to “Tier |” capital. For additional information
on the rules governing the Group’s capital adequacy ratios, see “Turkish Regulatory Environment — Capital
Adeguacy” in the Base Prospectus.

The Group maintains regulatory capital adequacy ratios on both a Bank-only and consolidated basis in excess of the
regulatory minimums required and recommended levels. The Bank’s total capital adequacy ratio (calculated
pursuant to the BRSA Financial Statements) was 14.42% as of 31 December 2013, compared to 18.09% as of
31 December 2012 and 16.77% as of 31 December 2011. While neither the Bank nor the Group is required to
maintain a minimum “Tier |” capital ratio, the Bank’s “Tier I” capital adequacy ratio (calculated pursuant to the
BRSA Financial Statements) was 13.17% as of 31 December 2013, compared to 16.25% as of 31 December 2012
and 14.79% as of 31 December 2011.

The following table sets forth the calculation of the Group’s capital adequacy ratios as of each of the indicated dates
based upon its BRSA Financial Statements; however, as the Basel 1l application became mandatory for all banks
operating in Turkey effective from 1 July 2012, the 2011 ratios are not comparable with the later ratios prepared in
accordance with Basel 11.

Asof 31 December

2011 2012 2013
(TL thousands)

Core capital (Tier 1) .ccccevveervrennnnne 18,010,081 20,768,116 23,421,364
Supplementary capital (Tier 2)......... 2,167,255 1,984,805 1,859,358

20,177,336 22,752,921 25,280,722
Deductions from capital ................... (80,068) (169,359) (132,725)
Total capital ......cccoovveveereenereeeens 20,097,268 22,583,562 25,147,997
Value at credit risk .....coooevevncnecrenene 107,808,578 117,708,805 164,738,696
Value at market risk .......c.ccceeeveeeenene 6,821,925 1,770,050 3,653,738
Value at operational risk................... 12,981,944 14,469,692 15,116,463
Lo L PSP 127,612,447 133,948,547 183,508,897
Tier | capital adequacy rétio............. 14.11% 15.50% 12.76%
Total capital adequacy ratio.............. 15.75% 16.86% 13.70%

The significant increases in the Group’s capital in 2012 and 2013 represented the growth in the Group'’s retained
earnings and (in respect of 2012 only) the significant increase in unrealised gains on available-for-sale assets
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described above. The Group’s capital adequacy ratios decreased by 3.16 points in 2013 as aresult of an increase in
value at credit risk due to the growth in lending and the adverse effect of the devaluation of the Turkish Lira on
foreign currency-denominated credit risk components.

Liquidity and Funding

The Group manages its assets and liabilities to seek to ensure that it has sufficient liquidity to meet its present and
future financial obligations and that it is able to take advantage of appropriate business opportunities as they arise.
Liquidity risk represents the potential for loss as a result of limitations on the Group’s ability to adjust future cash
flows to meet the needs of depositors and borrowers and to fund operations on a timely and cost-effective basis.
Financial obligations arise from withdrawals of deposits, repurchase transactions, extensions of loans or other forms
of credit and the Group’s own working capital needs.

The ability to replace interest-bearing deposits at their maturity is a key factor in determining liquidity requirements,
as well asthe exposure to interest and exchange rate risks. The Group’s principal source of funding is short-term and
demand deposits and the Group has developed a diversified and stable deposit base in each of its retail, commercial,
corporate and SME business lines. The Bank’s management believes that funds from the Group’s deposit-taking
operations generally will continue to meet its liquidity needs for the foreseeable future. As of 31 December 2011,
2012 and 2013, the Group’s cash loan to total deposit ratio was 99.4%, 104.6% and 110.2%, respectively. For
additional information on deposits, see “ Selected Satistical and Other Information — Deposits.”

To alesser extent, the Group also funds its operations through short-term and long-term borrowings, “future flow”
transactions and other transactions. The Bank uses the relationships that it devel ops with its correspondent banks in
connection with international payment and trade-related finance activities to raise funds from the syndicated loan
markets. The Bank has also capitalised on its ability to generate foreign currency-denominated payments from
abroad (such as diversified payment rights) by tapping international capital markets through “future flow”
transactions; however, the availability of this funding market declined during the global financial crisis. See
“Selected Satistical and Other Information - Borrowings and Certain Other Liabilities.”

In each of 2011, 2012 and 2013, the Bank and certain of its subsidiaries issued debt securities and the Bank also
raised long-term funds through its existing “diversified payment rights’ programme. With respect to debt securities
issued in 2013, see “ Selected Statistical and Other Information - Borrowings and Certain Other Liabilities — Bonds
Payable.” Since 31 December 2013, the Bank has issued certain small Series of Notes under the Programme and is
scheduled to complete a “diversified payment rights” transaction for U.S.$550 million with a maturity of 21 years.

The Bank may issue, from time to time, additional Series of Notes under the Programme, which (as permitted by the
Programme) may be in any currency, with any tenor and with any interest rate and which issuances may be listed or
unlisted.

The Bank is subject to the BRSA's regulations on the measurement of the liquidity adequacy of a bank, which
currently is required to be calculated on a bank-only basis. In November 2006, the BRSA issued a communiqué on
the measurement of the liquidity adequacy of banks, which regulation requires Turkish banks to meet a minimum
80% liquidity ratio of foreign currency assets/liabilities and a minimum 100% liquidity ratio of total assets/liabilities
on aweekly and monthly basis. The Bank’s average weekly and monthly ratios during the indicated years are shown
below:

2011 2012 2013
Average weekly foreign currency liquidity ratio....... 135.89% 131.56% 156.07%
Average monthly foreign currency liquidity ratio..... 94.32% 98.80% 104.26%
Average weekly total liquidity ratio.........ccceeevenens 148.57% 139.73% 136.67%
Average monthly total liquidity ratio ..........cccccveeeenns 109.14% 104.67% 103.75%

The following table sets out the calculation of the Bank’s weekly average liquidity ratios during each of the past
three fiscal years, including the “liquidity conversion ratios’ that are applied to the applicable asset and liability
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category in determining (with respect to assets) how much liquidity the Bank maintains and (with respect to

liabilities) how much liquidity the Bank is required to maintain:

Liquidity 2011 2012 2013
Conversion Foreign Foreign Foreign
Ratios Currency FC+TL Currency FC+TL Currency FC+TL

Assets (TL thousands, except liquidity ratios)
Cash and Balances with Central Bank (excluding

restricted balances) ... 100% 2,314,309 8,194,559 5,793,387 8,391,423 10,647,320 13,012,483
Financial Assets at Fair Value through Profit/Loss

and Available-for-Sale........cocoveeeininnnninenne, 75-95% 515,749 19,725,150 650,621 21,909,418 150,383 18,726,425
Banks (excluding restricted balances)...........cccccceeuee. 100% 1,687,490 1,753,636 1,160,655 1,259,469 1,093,236 1,195,551
Interbank Money Markets, Reserve Deposits and

Other RecalVables..........ccoovriniciciiininee 30-100% 1,126,400 1,251,177 1,532,704 1,532,704 1,965281 1,943,066
Loans (excluding non-performing loans) ................... 45-100% 1,116,816 9,722,542 1,064,461 11,431,217 1,129,537 11,840,885
Investments Held-to-Maturity ...........cccocvvnevecrnene. 50-95% 769,758 1,643,144 608,890 1,186,624 67,189 2,544,247
Receivables from Leases..........cocoveveeennnnecrcininene 90% - - - - - -
DENIVALIVES......cevieiiriireeeee et 100% 8,771,661 11,758,711 12,824,318 16,091,583 13,399,908 19,051,225
Total Liquid ASSEES......ooeeeeeeeeeeseeeees oo, 16,302,183 54,048,919 23,635,036 61,802,438 28,452,854 68,313,882
Liabilities
DEPOSITS ...t 20-100% 9,220,208 22,131,559 10,356,069 25,218,935 11,844,958 28,733,625
Central Bank, Interbank Money Markets, Banks....... 100% - - - - - -
Other Borrowings (including subordinated debts) ..... 100% 505,547 531,447 488,457 529,192 487,512 637,037
Other Sources (including repurchase agreements,

payables for lease and factoring transactions,

securities issued and payables to government

INSHEULIONS) ... 50-100% 446,866 11,679,978 576,133 12,054,400 678,977 11,854,016
Commitments and Contingencies (including unused

credit limits, underwriting commitments)............ 2-15% 766,606 3,384,297 2,015,224 5,100,007 1,727,005 5,534,035
DENIVALIVES......ceviiiiriiriee e 100% 6,343,999 11,793,948 10,485,638 16,143,008 12,553,002 19,085,471
Total Liquid LiabilitieS....ocererreereeeeereerneereineeeeene. 17,283,226 49,521,229 23,921,521 59,045,542 27,291.454 65,844,184
Liquidity Ratios.........coeveueeiinineriirireesr e 94.32%  109.14% 98.80%  104.67%  104.26%  103.75%

In addition to the liquidity ratios described above, the Bank is aso required to maintain deposits with the Central
Bank against a minimum reserve requirement. These reserve deposits are calculated on the basis of Turkish Lira and
foreign currency liabilities taken at the rates determined by the Central Bank. As of 31 December 2013, the reserve
deposits for Turkish Lira and foreign currency liabilities have not earned any interest; however, as described in
“Turkey Regulatory Environment” in the Base Prospectus, the Central Bank has announced in 2014 that it may start

paying interest on certain reserve deposits.

The Group’s banks in the Netherlands, Russia and Romania are also subject to similar reserve deposit requirements.
For detailed information on the Group’s reserve deposits requirements see note 9 to the 2013 IFRS Financial

Statements.

Capital Expenditures

As afinancial group, capital expenditures are not a material part of the Group’s expenses and principaly relate to
expenses for branch expansion. The following table summarises the Group’s capital expenditures for each of the past

three fiscal years:



Land and buildings.............

Furniture, fixture, equipment and motor vehicles........
Leasehold improvements and software.............cceeeeuene,

Construction in progress.....
Total capital expenditures
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2011 2012 2013
(TL thousands)

36,382 15,758 49,980
251,811 250,009 455,118
100,931 63,200 106,645

17,812 29,007 68,230
406,936 357,974 679,973




SELECTED STATISTICAL AND OTHER INFORMATION

The following tables present certain selected statistical and other information for the Group (or, when information
about the Group is not readily-available or relevant, the Bank) as of the indicated dates and for the periods indicated.
Except as specifically noted herein, the selected statistical and other information should be read in conjunction with
the IFRS Financia Statements (including the notes thereto) and the information included in “Management’s
Discussion and Analysis of Financial Condition and Results of Operations.”

|. Distribution of Assets, Liabilitiesand Shareholders Equity; Interest Ratesand Interest Differ ential
A. Average Balance Sheet and Interest Data

The following tables set out the average balances of assets and liabilities, and the interest earned or expensed on
such amounts, of the Bank for the years ended 31 December 2011, 2012 and 2013. For purposes of the following
tables, except as otherwise indicated, the average is calculated on a daily basis for each respective period and is
based upon management estimates. For purpose of the following tables: (a) non-accruing credits have been treated
as non-interest earning assets and (b) loan fees have been included in interest income.

For the year ended 31 December

2011 2012 2013
Average Avg. I nterest Average Avg. I nterest Average Avg. I nterest
Balance Yield Income Balance Yield Income Balance Yield Income

(TL thousands, except percentages)
ASSETS
Average I nter est-Ear ning Assets

Deposits with banks®........ 9,114,154 2.63% 239,700 8,164,613 2.75% 224,271 7,782,013 1.92% 149,535

Turkish Lira.............. 2,363,936 8.52% 201,311 2,285,473 7.78% 177,718 2,062,188 5.68% 117,112
Foreign Currency...... 6,750,218 0.57% 38,389 5,879,140 0.79% 46,553 5,719,825 0.57% 32,423
Investments in securities... 32,469,776 10.91% 3,542,346 34,312,259 11.31% 3,879,817 34,877,680 9.77% 3,408,445
Turkish Lira.............. 29,277,033 11.35% 3,324,267 31,834,792 11.72% 3,730,076 32,834,010 10.02% 3,288,756
Foreign currency....... 3,192,743 6.83% 218,079 2,477,467 6.04% 149,741 2,043,670 5.86% 119,689

Loans and advances to
customers, and other

interest-earning assets....... 73,816,849 9.08% 6,701,483 84,397,663 10.15% 8,566,383 103,241,386 8.90% 9,183,445
Turkish Lira.............. 40,537,775 11.98% 4,857,840 49,542,974 13.27% 6,574,221 61,877,776 11.33% 7,009,770
Foreign currency....... 33,279,074 5.54% 1,843,643 34,854,689 5.72% 1,992,162 41,363,610 5.26% 2,173,675

Total for Average

Interest-Ear ning Assets.. 115,400,779 9.08% 10,483,529 126,874,535 9.99% 12,670,471 145,901,079 8.73% 12,741,425

Turkish Lira............ 72,178,744 11.61% 8,383,418 83,663,239 12.53% 10,482,015 96,773,974 10.76% 10,415,637
Foreign currency 43,222,035 4.86% 2,100,111 43,211,296 5.06% 2,188,456 49,127,105 4.73% 2,325,788

Aver age Non-I nter est-Ear ning Assets

Cash and cash equivalents. 2,049,338 1,972,690 1,795,378

Tangibles........ccoovcvenunee. 1,319,619 1,401,707 1,511,519

Equity participations........ 1,986,688 2,220,507 2,862,368

Other assets and accrued

INCOME e 16,547,273 19,210,159 25,010,522

Total Average Non-

Interest -Earning Assets. 21,902,918 24,805,063 31,179,787

Total Average Assts....... 137,303,697 151,679,598 177,080,866

(1) Comprises balances with banks and interbank funds sold.
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For the year ended 31 December

2011 2012 2013
Average Avg. Interest Average Avg. I nterest Average Avg. I nterest
Balance Rate Expense Balance Rate Expense Balance Rate Expense
(TL thousands, except per centages)

LIABILITIES

Average I nterest-Bearing Liabilities

Deposits from customers

..................................... 71,064,512 5.57% 3,956,603 80,750,427 6.13% 4,946,321 94,265,495 4.74% 4,468,817
Turkish Lira................ 40,390,726 7.70% 3,110,090 46,767,350 8.76% 4,096,220 53,821,869 6.87% 3,697,701
Foreign currency.......... 30,673,786 2.76% 846,512 33,983,077 2.50% 850,101 40,443,626 1.91% 771,116

Short-term  debt  and

other interest bearing

liabilities 406,219 6.05% 24,580 417,413 7.41% 30,913 489,836 6.60% 32,336
Turkish Lira. 258,296 7.46% 19,268 249,918 8.07% 20,175 311,996 8.60% 26,842
Foreign currency.......... 147,923 3.59% 5,312 167,496 6.41% 10,739 177,840 3.09% 5,494

Long-term debt and

other interest bearing

ligbilities 18,494,903 5.92% 1,095,227 18,852,667 6.29% 1,186,343 23,732,397 5.58% 1,323,554
Turkish Lira 6,424,697 7.87% 505,901 6,089,923 7.21% 442,688 7,587,971 9.15% 694,635
Foreign currency.......... 12,070,207 4.88% 589,326 12,762,744 5.83% 743,654 16,144,426 3.90% 628,919

Repurchase agreements...... 11,891,997 6.04% 718,172 10,648,473 7.40% 787,962 11,138,427 5.04% 561,088
Turkish Lira................ 9,743,724 6.86% 668,610 9,247,570 8.17% 755,387 8,738,122 5.91% 516,396
Foreign currency......... 2,148,273 231% 49,562 1,400,903 233% 32,575 2,400,305 1.86% 44,692

Total for Average

I nterest-Bearing

Liabilities 101,857,631 5.69% 5,794,581 110,668,980 6.28% 6,951,539 129,626,155 4.93% 6,385,795
Turkish Lira... 56,817,442 7.57% 4,303,868 62,354,761 8.52% 5,314,470 70,459,958 7.00% 4,935,574
Foreign currency....... 45,040,189 3.31% 1,490,713 48,314,219 3.39% 1,637,069 59,166,197 2.45% 1,450,221

Aver age Non-I nterest-Bearing Liabilities and Equity

Deposits-demand .............. 13,757,377 15,725,751 18,648,432

Accrued expenses and

other liahilities.................. 4,739,640 5,753,098 6,719,205

Current and deferred tax

ligbilities.......coeeerrciens 67,849 293,976 97,107

Shareholders’ equity and

et Profit......o.eeeeceeceenen. 16,881,200 19,237,793 21,989,967

Total Average Non-

I nterest-Bearing

Liabilitiesand Equity ..... 35,446,066 41,010,618 47,454,711

Total Average

177,080,866

Liabilitiesand Equity .....

137,303,697

151,679,598

The following tables set out the average balances of assets and liabilities, and the interest earned or expensed on
such amounts, of the Group for the years ended 31 December 2011, 2012 and 2013. For purposes of the following
tables, the average is calculated as the average of the opening, quarter-end and closing balances for the applicable
year. For the purpose of the following tables: (a) non-accruing credits have been treated as non-interest earning
assets and (b) loan fees have been included in interest income.

For the year ended 31 December

2011 2012 2013
Average Avg. Interest Average Avg. Interest Average Average Interest
Balance Yield Income Balance Yield Income Balance Yield Income
(TL thousands, except percentages)
ASSETS
Average I nter est-Ear ning Assets
Loans and
advances to
banks® ................. 9,283,112 3.34% 309,804 9,078,397 3.89% 352,702 8,248,142 2.86% 236,292
Investments in
SECUNtI€S ....vvvenn 35,012,338 10.50% 3,677,404 36,014,851 11.12% 4,005,815 36,861,749 9.57% 3,527,487
Loans and
advances to
CUSLOMENS ..o 81,702,856 9.06% 7,405,898 95,994,255 9.86% 9,467,716 115,335,894 8.80% 10,148,929
Total for
Average
Interest-Earnin
gASSELS....cvin 125,998,306 9.04% 11,393,106 141,087,503 9.80% 13,826,233 160,445,785 8.67% 13,912,708
Average Non-
Interest-Earning
ASSELS. oo, 23,705,950 27,536,829 36,110,400
Total Average
ASSES. oo 149,704,256 168,624,332 196,556,185




LIABILITIES

For the year ended 31 December

Average I nterest-Bearing Liabilities

Deposits from banks....
Deposits from
CUSLOMETS......covviinranens
Loans and advances
from  banks and
obligations under
repurchase

Bonds payable
Subordinated
liabilities......ccoucurunrennne
Total for Average
Interest-Bearing
Liabilities......c.ccovueruene
Average Non-
Interest-Bearing
Liabilities and Equity....
Total Average

2011 2012 2013
Average Avg. Interest Average Avg. Interest Average Avg. Interest
Balance Rate Expense Balance Rate Expense Balance Rate Expense
(TL thousands, except per centages)

2,305,073 4.65% 107,148 3,645,340 4.51% 164,573 4,988,547 2.96% 147,692
65,265,075 6.20% 4,047,763 71,777,643 7.02% 5,036,622 80,623,946 5.61% 4,522,899
34,666,607 5.06% 1,755,248 36,755,773 5.10% 1,872,825 41,524,305 3.93% 1,631,568

2,263,955 7.84% 177,431 4,604,392 6.98% 321,472 8,520,366 5.71% 486,571

1,022,979 6.81% 69,623 336,142 6.93% 23,280 133,231 3.88% 5,173

105,523,690 5.83% 6,157,213 117,119,290 6.33% 7,418,772 135,790,395 5.00% 6,793,903
44,180,566 51,505,042 60,765,790
196,556,185

149,704,256

168,624,332

The following table shows the net interest income and net yield for the Bank for each of the periods indicated.

The following table shows the net interest income and net yield for the Group for each of the periods indicated.

Net Interest Income'?

TUrKIiSN LiTa..coeeieeee e

Foreign currency ....

0] - | RS

Net Yield®

TUrKIiSN LiTa..cceeieeee e

Foreign currency .

(1) Net Interest Income represents the difference between total interest earned and total interest expensed.

Asof 31 December

2011 2012 2013
(TL thousands, except percentages)
4,077,169 5,105,063 5,661,284

611,779 613,869 694,347
4,688,948 5,718932 6,355,631
5.65% 6.10% 5.85%
1.42% 1.42% 1.41%
4.06% 4.51% 4.36%

(2) Net Yield represents the net interest income as a percentage of total average interest-earning assets.

Net Interest Income'?
N 2= [ SN

(1) Net Interest Income represents the difference between total interest earned and total interest expensed.

Asof 31 December

2011

2012

2013

(TL thousands, except

percentages)
5,235,893 6,407,461 7,118,805
4.16%

4.54%

4.44%

(2) Net Yield represents the net interest income as a percentage of total average interest-earning assets.

B. Net Changesin Interest Income and Expense — Volume and Rate Analysis

The following table provides a comparative analysis of net changes in interest earned and interest expensed by
reference to changes in average volume and rates for the periods indicated for the Bank. Net changes in net interest
income are attributed either to changes in average balances (volume changes) or changes in average rates (rate
changes) for interest-earning assets and sources of funds on which interest is earned or expensed. Volume change is



calculated as the change in volume multiplied by the current rate, while rate change is the change in rate multiplied
by the previous volume. Average balances represent the average of the opening and closing balances for the
respective year. For purpose of the following tables, non-performing loans have been treated as non-interest earning
assets.

For theyear ended 31 December

2013/2012
Increase (decrease) due to changesin
Volume Rate Net Change
(TL thousands)
Interest Income
Deposits With DanKS ..o (13,583) (61,153) (74,736)
TURKISN LIT@ e (12,680) (47,926) (60,606)
FOr@igN CUMTENCY ..ottt (903) (13,227) (14,130)
[NVESEMENES TN SECUNTIES ....eeeeeeee e 74,679 (546,051) (471,372)
TURKISN LIT@ ettt 100,085 (541,405) (441,320)
FOr@igN CUMTENCY ..ottt (25,406) (4,646) (30,052)
Loans and advances to customers, and other interest-earning assets . 1,739,384 (1,122,322) 617,062
TURKISN LIT@ ettt 1,397,337 (961,789) 435,548
FOTEIGN CUMTENCY ......ooveoveceeeeeeseee e ssesesesess e ssesn s 342,047 (160,533) 181,514
Total iINtErest INCOME.....cc.oiiiiieeee e 1,800,480 (1,729,526) 70,954
Interest Expense
DePOSItS from CUSLOMENS......c.eeueieeierie e sie s e seeae e seeste e e eneeneens 607,844 (1,085,348) (477,506)
TUPKISN LIT@ et 484,644 (883,183) (398,519)
[0l Lo g ol 1= oo 123,180 (202,165) (78,985)
Short-term debt and other interest-bearing liabilities............cceenee... 5,661 (4,239) 1,422
TUPKISN LIT@ e 5,341 1,326 6,667
FOr@igN CUMTENCY ..ottt 320 (5,565) (5,245)
Long-term debt and other interest-bearing liabilities...........ccccccc... 268,873 (131,663) 137,210
TURKISN LIT@ ettt 137,137 114,808 251,945
FOr@igN CUMTENCY ..ottt 131,736 (246,471) (114,735)
RepUrchase AQreEMENES. .....coceierierere et (11,498) (215,375) (226,873)
TURKISN LIT@ e (30,107) (208,885) (238,992)
FOTEIGN CUMTENCY ... 18,609 (6,490) 12,119
TOtal INTErESt EXPENSE.....vvvvevvevsseeissesessseesssessssssssssss st sessssnns 870,880 (1,436,625) (565,745)
Net change in Net iNterest iNCOME ..........ov.eveeveeeeeeeeeeeeereeeeeeeseenes 929,600 (292,901) 636,699
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For theyear ended 31 December

2012/2011
I ncrease (decrease) due to changesin
Volume Rate Net Change
(TL thousands)
Interest Income
Deposits With DaNKS........ccouciirireecee e (137,392 121,963 (15,429)
TURKISN LIT@ e (149,225) 125,632 (23,593)
= Lo g ol 1= 010 SRR 11,833 (3,669) 8,164
INVESEMENES 1N SECUMTIES. ... .eeivieicvie ettt et et e reeeeaee e 256,460 81,011 337,471
TURKISN LIT@ e 299,692 106,117 405,809
= Lo g ol 1= 010 RS (43,232) (25,106) (68,338)
Loans and advances to customers and other interest-earning assets. 1,285,022 579,878 1,864,900
TURKISN LIT@ e 1,194,966 521,415 1,716,381
FOPEIGN CUIMTENCY ..e.voeeveeeeeeees e teseseeess et senesessnesesn s 90,056 58,463 148,519
Total iINtErest INCOME ..o 1,404,090 782,852 2,186,942
Interest Expense
Deposits from CUSLOMES........couiiueiereeriere e 641,295 348,424 989,719
TURKISN LIT@ et 560,891 425,239 986,130
FOr@IgN CUMTENCY ..ottt 80,404 (76,815) 3,589
Short-term debt and other interest-bearing liabilities....................... 279 6,055 6,334
LIS LS 21 (676) 1,583 907
= Lo g ol 1= 010 R 955 4,472 5,427
Long-term debt and other interest-bearing liabilities........................ 16,317 74,798 91,115
TURKISN LIT@ e (24,335) (38,878) (63,213)
1= Lo g ol 1= 010 RS 40,652 113,676 154,328
RepUrchase AQreEBMENES ......cueiiiereieeeeeeeee e (57,908) 127,698 69,790
TURKISN LIT@ e (40,528) 127,305 86,777
FOIEIGN CUMTENCY ..o see s ese e (17,380) 393 (16,987)
TOtal INTErESt EXPENSE.....oocveveceeeeiereeeee ettt tesae st eneesnens 599,983 556,975 1,156,958
Net change in Net iNterest iNCOME...........eveeveeeereereeeseeseeseeeseren. 804,107 225,877 1,029,984

I1. Securities Portfolio

The Group's securities portfolio comprises trading securities (i.e., debt and equity securities that the Group
principally holds for the purpose of short-term profit taking, which are reflected on the balance sheet as “financial
assets at fair value through profit or loss’) and investment securities (i.e., both held-to-maturity securities and
available-for-sale securities). The Group also enters into purchases (or sales) of securities under agreements to resell
(or repurchase) substantially identical investments at a certain date in the future at a fixed price (i.e., “repos’).
Securities sold under repurchase agreements continue to be recognised in the balance sheet and are measured in
accordance with the accounting policy for the related security portfolio as appropriate. The Group’s portfolio of
marketable securities consists primarily of Turkish government securities (including bonds, treasury bills and
eurobonds) denominated in Turkish Lira, U.S. Dollars and Euro.

As of 31 December 2013, the size of the Group’s aggregate securities portfolio decreased by 3.1% to TL 39,147,637
thousand from TL 40,412,207 thousand as of 31 December 2012, which in turn increased 11.1% from
TL 36,360,661 thousand as of 31 December 2011. These changes resulted primarily from the Group’s strategy of
seeking selective/controlled growth in lending (that is, excess deposits were invested in securities while loan growth
was constrained by the global financial crisis but was used for lending as the global and domestic economies
recovered from such crisis).
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A. Book Value of Securities

The following table sets out a breakdown of securities (on a book-value basis) held by the Group as of the dates
indicated:

As of 31 December

2011 2012 2013
(TL thousands)

Trading SECUNTIES....cvcveereeece s 419,271 550,926 538,145
TL-denOMINAed .......ccovveeeirieirere e 290,982 468,958 417,666
Foreign currency-denominated and indexed............cc.c.c.... 128,289 81,968 120,479

Investment Securities

Available-for-Sale........ccccviereiiierieeieeee e 31,154,860 38,494,327 24,835,698
QLI IRe (=2 o011 0= =0 SRS 27,279,515 34,921,633 19,747,911
Foreign currency-denominated and indexed..............c.c....... 3,875,345 3,572,694 5,087,787

HEA-tO-M AU LY .cvviveiceceecseee e 4,786,530 1,366,954 13,773,794
Lo (=4 o011 0= =0 SRS 3,176,043 921,000 13,122,078
Foreign currency-denominated and indexed........................ 1,610,487 445,864 651,716

TOLAl.oovovvveveseese st 36,360,661 _ 40,412,207 39,147,637

Trading Securities (Financial Assetsat Fair Value through Profit or Loss)

The Group’s trading securities portfolio is composed of debt and equity securities that the Group principaly holds
for the purpose of short-term profit taking. These include investments designated as trading instruments.

After initial recognition, securities that are classified as held-for-trading are measured at estimated fair value. When
market prices are not available or if liquidating the Group’s position would reasonably be expected to affect market
prices, fair value is determined by reference to price quotations for similar instruments traded in different markets or
management’s estimates of the amounts that can be realised.

The following table sets out a breakdown of the Group’s trading portfolio as of the dates indicated:

Asof 31 December

2011 2012 2013
(TL thousands)

Turkish government bonds and treasury bills® ............ccccovvevvnnenne 251,731 187,258 168,464

GOl oot 80,380 42,364 64,158

OIS, s 87,151 321,304 305,523

Total trading POrtfOlio ........c.vveeeeereeseeeseee s 419271 550,926 538,145

(2) Turkish currency-denominated securities.

As of 31 December 2013, the size of the Group’s trading portfolio decreased by 2.3% to TL 538,145 thousand from
TL 550,926 thousand as of 31 December 2012 (TL 419,271 thousand as of 31 December 2011). The Group’s
portfolio of trading securities comprises Turkish Lira-denominated bonds, eurobonds, bonds issued by corporations
(including financial institutions) and foreign governments, gold held for trading and loans held at fair value through
profit and loss. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Sgnificant Accounting Policies — Fair Value of Securities.”

Investment Securities Portfolio
Investment securities comprise held-to-maturity securities and available-for-sale securities. Held-to-maturity
securities are financial assets with fixed or determinable payments and fixed maturities that the Group intends and

has the ability to hold to maturity. The Group cannot classify any financial asset as held-to-maturity if the Group
has, during the current fiscal year or during the two preceding fiscal years, sold or transferred any held-to-maturity
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securities before their maturities as per IAS 39 (except certain permissible transfers). Available-for-sale securities
are financial assets that are not held for trading purposes or held-to-maturity. Available-for-sale instruments include
certain debt and equity investments. The Group classifies investment securities depending upon the intention of
management at the time of the purchase thereof.

Held-to-Maturity Portfolio

The Group’s portfolio of held-to-maturity securities primarily consists of Turkish Lira-denominated government
bonds and treasury bills, Turkish government eurobonds and bonds issued by foreign governments.

The following table sets out certain information relating to the Group’s portfolio of held-to-maturity securities as of
the dates indicated including income accruals:

Asof 31 December

2011 2012 2013
(TL thousands)
Turkish government bonds and treasury bills®............cccooevreuennnnne. 3,176,043 911,349 13,112,753
Turkish government eurobonds®? ............c.ccooeeeeereieeseeeseessesseeseesne, 1,610,487 445,864 469,092
OUNEIS ..ottt - 9,741 191,949
Total held-to-maturity SECUFItieS.......cccvvcveeevieeiceceec e, 4,786,530 1,366,954 13,773,794

(2) Turkish currency-denominated securities.
(2) Foreign currency-denominated securities.

Due to changing market conditions, in 2011 and 2012 the Bank decided not to classify new purchases into this
category. Additionally, in 2012 the Bank sold eurobonds from its held-to-maturity portfolio in accordance with the
exception granted by |AS 39 for the sale of such securities in cases where regulatory capital requirements increase.
As of 31 December 2013 the size of the held-to-maturity portfolio (excluding income accruals) increased by 878.6%
to TL 13,328,995 thousand from TL 1,362,063 thousand as of 31 December 2012, itself a decrease of 69.9% from
31 December 2011. The decrease in this portfolio during 2012 is consistent with the Group’s growth strategies and
its intention regarding the portfolio size of securities to be held as “held-to-maturity.” The increase in the held-to-
maturity portfolio in 2013 was primarily due to the reclassification of certain securities issued by the Turkish
Treasury (with atotal face value of TL 8,965,094 thousand) from the financial assets available-for-sale portfolio to
the investments held-to-maturity portfolio (see note 10 to the 2013 IFRS Financial Statements).

Available-for-Sale Portfolio
The Group's portfolio of available-for-sale securities consists of Turkish government bonds and treasury hills,
Turkish government eurobonds and bonds issued by corporations (including financial ingtitutions) and foreign

governments.

The following table sets out certain information relating to the portfolio of available-for-sale securities as of the
dates indicated:



Asof 31 December

2011 2012 2013
(TL thousands)
Turkish government bonds and treasury bills® ...........cccoovvvvvvnnene. 26,238,032 33,519,493 18,088,360
Bondsissued by corporations and financial institutions.................... 3,666,875 3,591,634 4,502,100
Foreign government bonds..........ccccoovvvvenercecesese s 886,002 1,048,636 1,101,364
Turkish government eurobonds'? ..............coeeeeeeesesesesesssssnens 338,562 304,793 1,094,389
L0 131 25,389 29,771 49,485
Total available-for-sale portfolio ........c.cuvveveeeereeseeeseeeeere e 31,154,860 38,494,327 24,835,698

(2) Turkish currency-denominated securities.
(2) Foreign currency-denominated securities.

As of 31 December 2013, the size of the Group’s available-for-sale securities portfolio decreased by 35.5% to
TL 24,835,698 thousand from TL 38,494,327 thousand as of 31 December 2012, itself an increase of 23.6% as
compared to the TL 31,154,860 thousand as of 31 December 2011. The decrease in 2013 was primarily due to the
reclassification of investments to the held-to-maturity portfolio described above and the Group's strategy of
classifying new purchasesinto its held-to-maturity securities portfolio.

As of 31 December 2013, 2012 and 2011 the Group’s IFRS Financial Statements included unrealised loss (net of
tax) on its available-for-sale portfolio amounting to TL 494,581 thousand as of 31 December 2013 and unrealised
gains amounting to TL 1,093,683 thousand as of 31 December 2012 and TL 92,778 thousand as of 31 December
2011, in other comprehensive income under shareholders’ equity.

In 2013 and 2011, net gains transferred to income on disposal from other comprehensive income amounted to
TL 489,788 thousand and TL 286,075 thousand, respectively, whereas in 2012, net losses transferred to income on
disposal from other comprehensive income amounted to TL 8,753 thousand.

B. Maturities of Securities

The following tables set out the maturities of the foreign currency-denominated securities in the Bank’s securities
portfolio (excluding equity shares and income accruals) as of 31 December 2013 and their respective weighted
average yields for 2013:

As of 31 December 2013
After 1year After Syears
lyear or  through5 through 10 After 10

less years years years Total
(TL thousands)
Turkish government Eurobonds......... 378 344,783 315,650 647,437 1,308,248
Bondsissued by corporations............. 41,370 456,373 141,669 212,000 851,412
Foreign government bonds................. - - - - -
OtherS.....covireireeer e - 901,000 - - 901,000
TOtAl .o 41,748 1,702,156 457,319 859,437 3,060,660
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Asof 31 December 2013

After 1year After Syears
1 year or through 5 through 10 After 10

less years years years Total
Turkish government Eurobonds....... 3.36% 6.43% 6.62% 5.79% 6.16%
Bondsissued by corporations.......... 0.87% 4.97% 7.83% 1.95% 4.49%
Foreign government bonds.............. - - - - -
(0107 £ RN - 4.64% - - 4.64%
TOA oo 0.89% 5.09% 7.00% 4.84% 5.25%

The following tables set out the maturities of the Turkish Lira-denominated securities in the Bank’s investment
portfolio (excluding equity shares and income accruals) as of and for the year ended 31 December 2013 and their
respective weighted average yields for 2013:

Asof 31 December 2013

After 1year After Syears
1 year or through 5 through 10  After 10

less years years years Total
(TL thousands)
Turkish government bonds and treasury bills.. 7,083,152 10,348,960 12,576,869 - 30,008,981
OthErS....ceceierrceee e 104,379 1,790,193 - - 1,894,572
TOLAl .ot 7,187,531 12,139,153 12,576,869 - 31,903,553

As of 31 December 2013

After 1year After Syears
1 year or through 5 through 10  After 10

less years years years Total
Turkish government bonds and treasury bills.. 9.56% 8.66% 9.82% - 9.36%
Ohers ..o 7.77% 9.68% - - 9.57%
TOLA c.oveereeeeeeseeee et 9.53% 8.81% 9.82% - 9.37%

The following table sets out the remaining maturities of the Group’s consolidated securities portfolio in Turkish Lira
as of the dates indicated:

Asof 31 December

2011 2012 2013
(TL thousands)

Financial assets at fair value through profit or loss............... 290,982 468,958 417,666
3MONthSOF [€SS ... 91,357 58,019 77,930
Over 3 months through 12 months...........ccccccvvvviviiececvcnennn, 52,100 119,139 94,180
Over 1 year through 5 YEars .......cccvveeeeveernse e 139,037 288,273 242,717
OVEN D YEAIS. ...ttt 8,488 3,527 2,839

I NVESEMENT SECUTITIES.....ivieiiirieeee e 30,455,558 35,842,723 32,869,989
3 MONtNS OF [€SS....c.eiiiietrere e 2,388,314 971,715 853,348
Over 3 months through 12 months...........ccccoevvevvivviececvecenn, 775,981 15,342,237 6,688,052
Over 1 year through 5 Year .......cccoevveeeevee e 25,212,463 14,701,464 12,438,521
OVEN D YEAIS. ...ttt 2,078,800 4,827,307 12,890,068

Total Turkish Lira-denominated securities..........cccc.cooe....... 30,746,540 36,311,681 33,287,655

The following table sets out the remaining maturities of the Group’s consolidated securities portfolio in foreign
currencies as of the dates indicated:
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Asof 31 December

2011 2012 2013
(TL thousands)

Financial assets at fair value through profit or loss................ 128,289 81,968 120,479
3 MONNS OF [ESS ...t 83,278 45,569 64,530
Over 3 months through 12 months............c.cooiiinieiiniiene 2,447 - -
Over 1 year through 5 YEars........ccceevevevvnevesescece e 26,588 7,590 8,142
OVEN B YBAIS. ..ot 15,976 28,809 47,807

[ NVESEMENT SECUNTTIES ..ot 5,485,832 4,018,558 5,739,503
3 MONtNS OF 1€SS ... 1,708 33,363 40,504
Over 3 months through 12 months...........ccccoevvveeeceveneien, 141,246 64,157 136,259
Over 1 year through 5 Year .......ccccevvervienenecseeese e 2,480,332 2,655,838 2,710,935
OVEN 5 YEAIS....ocvveeeieiseissieesissseesssssssessssssessssesssssssesssssssesnsses 2,862,546 1,265,200 2,851,805

Total foreign currency and foreign currency indexed
SBOUTTIES .. ovvvvevvsaeeseessee st 5,614,121 4,100,526 _ 5,859,982

The following table sets out the Group’s total securities portfolio in Turkish Liraand in foreign currencies as of the
dates indicated:

Asof 31 December

2011 2012 2013
(TL thousands)
Turkish Lira-denominated SECUNties...........cecvverererereenenieennes 30,746,540 36,311,681 33,287,655
Foreign currency and foreign currency-indexed securities......... 5,614,121 4,100,526 5,859,982
TOtaAl SECUTTTIES. ....ucvveeeceeeeete ettt 36,360,661 40,412,207 39,147,637

C. Securities Concentrations

As of 31 December 2013, the Group did not hold debt securities of any one issuer that (in the aggregate) had a book
value in excess of 10% of the Group’s shareholders’ equity, other than securities issued by the Turkish government.
As of 31 December 2013, the Group’'s TL 32,933,058 thousand of Turkish government securities represented
140.3% of the Group’s shareholders’ equity.

The following table summarises securities that were deposited as collateral with respect to various banking,
insurance and asset management transactions as of the dates indicated:

Asof 31 December
2011 2012 2013
Face Carrying Face Carrying Face Carrying
Value Value Value Value Value Value
Deposited at Borsalstanbul .................... 6,316,085 7,062,295 7,799,715 9,665,505 9,247,906 9,521,210
Collateralised to foreign banks............... 11,160,702 11,897,388 13,086,713 14,775,087 16,008,354 17,545,074
Deposited at central banks for
repurchase transactions.................... 2,899,219 3,377,536 1,637,828 1,908,053 2,399,566 2,542,392
Deposited at Central Bank for interbank
tranNSactionS.......cocovveeueerereneeee e 1,763,273 1,929,076 1,237,438 1,321,927 432,476 574,656
Deposited at Central Bank for foreign
currency money market transactions. 100,000 100,994 100,000 101,032 75,000 105,782
Deposited at Clearing Bank (Takasbank) 158,241 195,744 180,967 220,588 139,003 137,193
(1101 £ 31,027 38,045 44,199
TOtal o 24,594,060 28,030,237 30,470,506

Pursuant to market practice, the Group pledges securities to acquire funding under security repurchase agreements.
The securities so pledged amounted to TL 17,856,320 thousand as of 31 December 2013, TL 15,415,648 thousand
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as of 31 December 2012 and TL 12,580,108 thousand as of 31 December 2011, comprising 45.6%, 38.1% and
34.6% (respectively) of the Group’s securities portfolio on such dates. Such securities are included in the above
table.

I11. Loans and Advancesto Customers

The Group’s loans and advances to customers (i.e.,, cash loans) amounted to TL 131,315,161 thousand as of
31 December 2013, increasing by 28.4% compared to year-end 2012, itself a 10.4% increase from year-end 2011. As
discussed below, there are several important characteristics of the Group’s loans and advances to customers
portfolio, including diversification based upon sector and currency.

Loans and advances to customers represent the largest component of the Group’s assets. As of 31 December 2013,
the Group's total loans and advances to customers, less allowance for probable losses, comprised 60.3% of the
Group's total assets. By comparison, as of 31 December 2012 this amount was TL 102,260,080 thousand (57.6% of
the Group’s total assets). The increase resulted from customer-driven growth but slowed down in the last quarter of
2013 in line with the volatile financial conditions and newly introduced regulations (see “Turkish Regulatory
Environment - New Consumer Loan, Provisioning and Credit Card Regulations.”

As of 31 December 2013, on the basis of the total amount of cash loans advanced, 73.2% of the Bank’s loans were
fixed rate and 26.8% were variable rate. The average interest rate that the Bank charged to borrowers in 2013 was
13.2% for Turkish Lira-denominated loans and advances and 5.3% for foreign currency-denominated loans and
advances, calculated on the basis of daily averages of balances and interest rates and according to the Bank’s
management’s estimates. The average interest rates on the Turkish Lira-denominated loan portfolio decreased to
13.2% in 2013 from 15.8% in 2012 and the average interest rates on the foreign currency-denominated loan
portfolio decreased dlightly to 5.3% in 2013 from 5.7% in 2012.

The Group provides financing for various purposes and although the majority of commercial and corporate loans
have an average maturity of up to 18 months, for certain commercial and corporate loans (such as working capital
and project finance loans) and for certain retail loans (such as mortgage loans) the maturities are up to 10 years (or
occasionally over 10 years). As of 31 December 2013, the Group’s loans with remaining maturities over one year
and over five years composed 49.9% and 12.2%, respectively, of the Group’stotal loans and advances to customers.

A. Types of Loans

The following table sets out the composition of the Group’s total performing loan portfolio (but excluding financial
lease receivables, factoring receivables and income accruals) by industry sectors as of the dates indicated:
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Asof 31 December

2011 2012 2013

(TL thousands, except percentages)

ConSUMES [0@NS........covririeiriree e 28,804,750  32.8% 34,069,621 35.2% 44,205,827 35.4%
ENEIQY oo 6,686,124 7.6% 7,794,220 8.0% 12,403,326 9.9%
SEIVICE SECLON ...t 8,840,305 10.0% 8,914,845 9.2% 10,150,903 8.1%
CONSLIUCION.....vceiiece e 5,712,675 6.5% 6,460,719 6.7% 8,000,008 6.4%
Transportation and 10giStiCS.....ccevererereenenne 4,294,677 4.9% 4,773,793 4.9% 5,762,964 4.6%
FOOO ... 4,634,551 5.3% 4,044,540 4.2% 5,201,218 4.2%
TEXHIE o 3,480,649 4.0% 3,704,404 3.8% 5,096,942 4.1%
Metal and metal products...........ccccevvervrennnne 3,911,535 4.4% 3,471,713 3.6% 4,312,306 3.5%
TOUMSM vttt 2,466,146 2.8% 3,287,980 3.4% 3,552,135 2.9%
Data ProCeSSING ....ccvvveereerieeresieesreseeenseseens 2,260,765 2.6% 1,921,479 2.0% 3,509,651 2.8%
Financial institutions...........ccccvceevvievnienennne 2,150,904 2.4% 2,243,896 2.3% 3,480,388 2.8%
Transportation vehicles and sub-industries.... 2,917,806 3.3% 2,726,962 2.8% 2,783,878 2.2%
Chemistry and chemical products.................. 1,373,571 1.6% 1,631,415 1.7% 2,407,818 1.9%
Agriculture and stockbreeding..........cccccevenene 1,829,093 2.1% 2,069,407 2.1% 2,018,005 1.6%
Durable consumption .........cccceeeeeeeveerereesenne. 1,159,667 1.3% 591,183 0.6% 1,378,566 1.1%
MINING ..ot 1,195,394 1.3% 1,035,816 1.1% 1,314,187 1.1%
Machinery and equipment...........cccccevcervreene. 856,329 1.0% 994,576 1.0% 1,220,351 1.0%
Stone/rock and related products...........c......... 1,106,460 1.2% 1,092,384 1.1% 1,159,166 0.9%
Paper and paper products..........cccceevvererennnne 413,251 0.5% 356,272 0.4% 827,833 0.7%
Electronic/optical/medical equipment............ 757,366 0.9% 1,229,589 1.3% 619,731 0.5%
Plastic products..........ccceevreevrenieiseseeseseenes 509,628 0.6% 565,871 0.6% 450,024 0.4%
OtNEIS....ceveceieeicieee et 2,568,649 2.9% 3,936,486 4.0% 4,844,562 3.9%

87,930,295 100.0% 96,917,171  100.0% 124,699,789  100.0%

B. Maturities and Sensitivities of Loans to Changesin Interest Rates

The following table sets out certain information relating to the maturity profile of the Bank’s performing cash loan
portfolio (based upon scheduled repayments but excluding interest accruals) as of the date indicated:

As of 31 December 2013

After 1year
1 year or through
less? 5years After 5years Total
(TL thousands)
Total performing cash [oans.........c.ccoeevvieveeneniennns 48,582,554 40,845,648 27,117,412 116,545,614

(2) Includes demand loans, loans having no stated schedule of repayment and no stated maturity and overdrafts.

Composition of Loan Portfolio by Currency

As of 31 December 2013, foreign currency-denominated loans comprised 45.9% of the Group's loan portfolio (of
which U.S. Dollar-denominated obligations were the most significant), compared to 44.1% as of 31 December 2012
and 47.9% as of 31 December 2011.

The following table sets out an analysis by currency of the exposure of the Group’s cash loans portfolio as of the
dates indicated:

53



Asof 31 December

2011 2012 2013
(TL thousands, except percentages)
Turkish Lira.....ccooveveennns 48,248,964 52.1% 57,116,015 55.8% 71,059,504 54.1%
U.S. Dallar....ccccoevrennennne. 28,484,631 30.7% 28,814,907 28.2% 37,674,246 28.7%
Euro and others................. 15,920,185 17.2% 16,329,158 16.0% 22,581,411 17.2%
Total o 92,653,780  100.0% 102,260,080  100.0% 131,315,161 100.0%

Lower inflation and a gradual decline in interest rates in recent years, have led to greater confidence in the banking
system and an increase in Turkish Lira-denominated loans. Retail loans, which are a growing portion of the Group’s
total loans, are generally denominated in Turkish Lira. Longer term loans are likely to remain denominated in
foreign currencies as uncertainty still surrounds the future inflation rates and the stability of the Turkish Lira.

C. Risk Elements

1. Non-performing Loans, Past Due but not Impaired Loans and Loans with Renegotiated Terms

The following table sets out the composition of the Group’s total non-performing loans, past due but not impaired
loans and loans with renegotiated terms as of the dates indicated:

Asof 31 December

2011 2012 2013
(TL thousands)
NON-PErforming......cccceeeecereeveserieereenenns 2,209,227 3,011,273 4,000,048
Past due but not impaired..........cccceevenens 909,183 1,202,361 1,250,909
Loans with renegotiated terms................ 2,194,532 3,032,988 4,593,714
TOLA oo 5312942 7,246,622 9,844,671

A loan is categorised as non-performing when the Group determines that it is probable that it will be unable to
collect al principal and interest due according to the contractual terms of the loan agreement due to a lack of assets,
a high indebtedness ratio, insufficient working capital and/or insufficient equity on the part of the customer.

2. Potential Problem Loans

As of 31 December 2013, there were no material amount of |oans that are not included in the preceding table but for
which information known to the Group about possible credit problems of borrowers caused the Bank’s management
to have serious doubts as to the ability of such borrowers to comply with the present loan repayment terms and that
may result in disclosure of such loans in the above table for future years. See “Summary of Loan Loss Experience”
below.

3. Loan Concentrations

As of 31 December 2013, the Group’s portfolio of cash loans did not contain any concentration of credits that
exceeded 10% of itstotal credits that are not otherwise already disclosed as a category of credits pursuant to “Types
of Loans’ above. For the purposes of this paragraph, loan concentrations are considered to exist when there are
credits to a multiple number of borrowers engaged in similar activities that would cause them to be similarly
impacted by economic or other conditions.

From an individual borrower perspective, as of 31 December 2013, the gross cash loans to the Bank’s 10 largest
customers (on a Bank-only basis) represented approximately 8% of its gross loan portfolio, as compared to
approximately 7% as of 31 December 2012 and 9% as of 31 December 2011. In recent years, as a result of
improvements in the Turkish economy, the percentage of smaller loans in the loan portfolio has been on an
increasing trend. Although limited to some extent by the Group’s selective growth strategy, the percentage of small
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loans like retail and SME loans increased in 2011, 2012 and 2013, as the economy improved and customer demand
increased, and the Bank’s management expects it to keep increasing in the near future.

D. Other Interest-Earning Assets

As of 31 December 2013, the Group’s other interest-earning assets did not include any assets that would be included
inI11.C.1. (“Non-performing, Past Due but not Impaired and L oans with Renegotiated Terms”) or 111.C.2. (“Potential
Problem Loans") above if such assets were loans.

V. Summary of Loan Loss Experience

The Bank’s head office risk committee: (a) is responsible for monitoring the Bank’s loan portfolio and establishing
allowances and provisions in relation thereto based upon reports provided by the branch or other applicable risk
committees and (b) provides monthly reports directly to the Bank’s Board of Directors detailing all aspects of the
Bank’s loan activity, including the number of new problem loans, the status of existing non-performing loans and the
level of collections. The head office risk committee also conducts evaluations of other assets and off-balance sheet
contingent liabilities.

The determination of whether a repayment problem has arisen is based upon a number of objective and subjective
criteria, including changes to the borrower’s revenue in accounts held by the Bank, changes to the borrower’s
economic and financial activity giving rise to the suspicion that a loan is not being used for its original purpose,
applications to change credit terms, failure of the borrower to fulfil the terms and conditions of its loan agreement
and refusal of aborrower to co-operate in supplying current information.

The Bank classifies its loan portfolio in accordance with current Turkish banking regulations in its BRSA Financial
Statements. See “Turkish Regulatory Environment” in the Base Prospectus. In accordance with the applicable
regulations, the Bank makes specific allowances for probable loan losses. These specific allowances must be
increased gradually so that the reserves reach a ceiling level of 100% of the non-performing loan, depending upon
the type of collateral securing such loan. As noted above, aloan is categorised as non-performing when interest, fees
or principal remain unpaid 90 days after the due date. The Group maintains a stricter provisioning policy than
required by applicable regulations and seeks to maintain credit loss reserves of equal or greater amounts than non-
performing loans after consideration of the fair value of collateral received.

As of 31 December 2013, the Turkish banking regulations required Turkish banks to provide a general reserve,
excluding loans in arrears, calculated as 1.0% of the performing cash loans portfolio plus 0.2% of the performing
non-cash loans portfolio plus 2.0% of the portfolio of cash loans performing but under close watch plus 0.4% of the
portfolio of non-cash loans performing but under close watch.

The Group’s non-performing loans amounted to TL 4,000,048 thousand, TL 3,011,273 thousand and TL 2,209,227
thousand as of 31 December 2013, 2012 and 2011, respectively. The Group’s ratios of non-performing loans to total
cash loans and to total cash loans and non-cash loans were 2.9% and 2.4%, 2.8% and 2.3%, and 2.3% and 1.9%,
respectively, as of 31 December 2013, 2012 and 2011. The Group'’s ratio of allowances for probable loan losses as a
percentage of non-performing loans (excluding allowances made on a portfolio basis to cover any inherent risk of
loss) was 96.0%, 93.7% and 94.7% as of 31 December 2013, 2012 and 2011, respectively.

Analysis of the Allowance for Loan Losses

The following table sets forth an analysis of the movements in the allowance for probable losses on loans and
advances to customers for the Group for each year indicated below:
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Year ended 31 December 2013

Corporate/
Commercial Consumer
Loans Loans Credit Cards Total
(TL thousands)
Balances at beginning of period......... 1,509,655 967,696 935,668 3,413,019
Additions and recoveries, (net) (+) ....... 820,771 444,999 311,875 1,577,645
WIHtE-OffS (=) vuovvvereesereeiseeeesie e, 26,756 65,828 228,983 321,567
Balances at end of period................... 2,303,670 1,346,867 1,018,560 4,669,097
Year ended 31 December 2012
Corporate/
Commercial Consumer
Loans Loans Credit Cards Total
(TL thousands)
Balances at beginning of period ......... 969,479 776,838 741,469 2,487,786
Additions and recoveries, (net) (+)........ 561,807 237,117 334,866 1,133,790
WIHE-OFfS (=) ovuereeeeerereireinereeseeseeeneens 21,631 46,259 140,667 208,557
Balances at end of period...........c........ 1,509,655 967,696 935,668 3,413,019
Year ended 31 December 2011
Corporate/
Commercial Consumer
Loans Loans Credit Cards Total
(TL thousands)
Balances at beginning of period........... 861,313 797,566 799,074 2,457,953
Additions and recoveries, (net) (+).......... 137,817 91,517 31,279 260,613
WIIE-OffS (=) cvuvvrererie e, 29,651 112,245 88,884 230,780
Balances at end of period .................. 969,479 776,838 741,469 2,487,786

The amount of the net additions to the allowance charged to operating expenses were TL 1,454,093 thousand in
2013, TL 1,158,033 thousand in 2012 and TL 200,954 thousand in 2011.

V. Deposits

As of 31 December 2013, the Group’s major source of funds for its lending and investment activities were deposits
from non-bank customers, which accounted for 57.9% of the Group's tota liabilities (down from 59.3% as of
31 December 2012 and 62.9% as of 31 December 2011). Loans and advances from banks excluding subordinated
liabilities accounted for 17.6% of total liabilities as of 31 December 2013, up from 16.6% as of 31 December 2012
and 17.0% as of 31 December 2011. Other sources of funding include (inter alia) deposits from banks, obligations
under repurchase agreements, bonds issued and subordinated liabilities.

56



The following table sets out the Group’s deposits and other sources of funding as of the dates indicated:

As of 31 December
2011 2012 2013
(TL thousands, except percentages)

Deposits from banks.........cccoovevnenennn 3,096,810 2.3% 5,583,786 3.9% 6,733,280 3.7%
Deposits from customers........cccceeeeeenen. 90,138,994 67.2% 92,191,501 64.0% 112,461,129 62.3%
Obligations under repurchase

BOIrEEMENES ...vevveeeeeriereeer e 11,738,157 8.7% 14,106,944 9.8% 16,007,738 8.9%
Loans and advances from banks............. 24325549  18.1% 25,879,355 18.0% 34,189,584  19.0%
Bonds payable .........coevvveneeienenicesien, 3,742,056 2.8% 6,125,986 4.2% 10,835,298 6.0%
Subordinated liabilities........c.coeevennnne 1,122,090 0.9% 148,680 0.1% 147,491 0.1%
TOtaAl oo 134,163,656 100.0% 144,036,252 _ 100.0% 180,374,520 100.0%

Deposits from Customers

The Group’s deposits consist of demand and time deposits. Current accounts generally bear no interest and can be
withdrawn upon demand. For time deposits, different interest rates are paid on the various types of accounts offered
by the Group. The Group's deposits from customers mainly comprise foreign currency-denominated deposits and
Turkish Lira-denominated saving and commercial deposits.

The following table sets out a breakdown of the Group’s time deposits from customers by composition as of the

dates indicated, excluding expense accruals:

As of 31 December
2011 2012 2013
(TL thousands)
Foreign CurrenCy.........cceeeeeeeeeiienenn, 30,507,169 30,750,133 38,275,947
SAVING ..ot 27,343,405 29,748,738 33,540,364
CommErcial .....cooeeeerereeierinieierenieiens 12,005,304 10,423,464 11,530,329
Gold, public and other ..................... 348,702 346,889 2,755,348
TOAl oo 70,204,580 _ 71,269,224 86,101,988

The following table sets out a breakdown of the Bank’s deposits by composition as a daily average during the
periods indicated (excluding expense accruals) and the average interest rate paid thereon:
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Asof 31 December

2011 2012 2013
Average Average Average
Average Interest Average Interest Average Interest
Deposits Rate Deposits Rate Deposits Rate
(TL thousands, except percentages)

Demand depositS™...........c.coorermrennrennnns 13,757,377  0.06% 15725751  0.01% 18,648432  0.00%

Foreign Currency ......ccceeevvveveceenennn, 7,084,417 0.04% 8,437,387 0.01% 9,260,631 0.00%

Frombanks........ccccoovvvininnininenn, - - - - - -
From governments and official

INSHTULIONS. ... - - - - - -

From other customers............cocoeueeee. 7,084,417 - 8,437,387 - 9,260,631 -

TUrkish Lira.....coeeeinieieeseseesesees 6,672,960 0.08% 7,288,364 0.00% 9,387,801 0.01%

Frombanks.......ccccovveivnennccneiennn, 66,660 - 67,774 - 96,620 -
From governments and official

INSHEULIONS. ... 864,610 - 970,307 - 901,316 -

From other customers..........cceeveeeee. 5,741,690 - 6,250,283 - 8,389,865 -

Savings depPoSitS......ccoevrereeeneneeesieens 25,256,217 7.82% 29,463,915 9.60% 31,842,074 6.98%

Foreign Currency ......ccccveevvveveceenennn, - - - - - -

TUrKish Lita...ocoeninencseeeseee 25,256,217 7.82% 29,463,915 9.60% 31,842,074 6.98%

Frombanks.........ccooevvininniiinenn, - - - - - -
From governments and official

INSHTULIONS. ... - - - - - -

From other customers..........cccecveeeee. 25,256,217 - 29,463,915 - 31,842,074 -

Time DEPOSIES....cccovvveeiririeererieesiesieeens 45,808,295 4.33% 48,845,603 4.78% 46,467,444 4.83%

FOreign CUrrency ........ccoeeeeeeveneeeseenens 30,673,786 2.75% 33,403,413 2.79% 33,403,413 2.31%

Frombanks.......ccccovveiviennicneiennn, 996,641 - 1,630,769 - 2,860,153 -
From governments and official

INSIULIONS.....cceeiieieeieee e - - - - - -

From other customers..........ccoceeueeee. 29,677,145 - 31,772,643 - 30,543,260 -

TUrKish Lita...ocoeninercseeeseee 15,134,509 7.52% 15,442,191 9.11% 13,064,031 11.29%

Frombanks........cccovvvininniiinen, 502,581 - 859,116 - 809,558 -
From governments and official

INSHEULIONS. ... 40,978 - 32,685 - 324,278 -

From other CUStOMErS.........ccovevvveenne. 14,590,950 - 14,550,390 - 11,930,195 -

TOtaAl v 84,821,889 4.67% 94,035,269 5.49% 96,957,950 4.61%

(1) Demand deposits generally do not bear interest; however, there are occasional exceptions negotiated with customers such as corporations

with large deposits.

The following table sets out by maturity the amount outstanding of the Bank's time deposits of U.S.$100,000 or
more (or its equivalent) as of 31 December 2013;

Asof 31 December 2013

Over 3 Over 6
months months
3 months through 6 through 12 Over 12
or less months months months
(TL thousands)
Depositsover U.S. $100,000
FOreign CUMENCY .ovocvvveeeeeeeceee et 17,705,423 4,087,309 5,472,533 288,857
TUPKISN LiTa...cceieeecrieeenese e 25,884,330 2,564,448 2,745,406 241,232
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Deposits from Banks

The Group's deposits from banks are comprised of demand and time deposits. The Group’s deposits from banks
increased by 20.6% to TL 6,733,280 thousand as of 31 December 2013 from TL 5,583,786 thousand as of
31 December 2012, which was TL 3,096,810 thousand as of 31 December 2011.

The following table sets out certain information relating to deposits from banks as of the dates indicated, excluding
expense accruals:

Asof 31 December

2011 2012 2013
(TL thousands)
Demand deposits........ccceeeeereeiesienienne. 827,375 1,327,590 1,188,346
Time dePOSItS.......cvvveeeerceeeeeeeeeer e 2,260,100 4,249,017 5,533,347
TOLAl oo 3,087,475 5,576,607 6,721,693

The following table sets out certain information relating to the deposits from customers and banks in Turkish
currency and foreign currency as of the dates indicated:

Asof 31 December

2011 2012 2013
(TL thousands, except percentages)
Turkish Liradeposits................ 47,647,670 51.1% 49,899,283 51.0% 59,516,765 49.9%
Foreign currency deposits......... 45,588,134 48.9% 47,876,004 49.0% 59,677,644 50.1%
Total ooveeeeeceee e, 93235804 1000% 97,775287 100.0% 119,194,409 100.0%

In recent years, the foreign currency distribution of deposits changed in favour of Turkish Lira as a result of lower
inflation and significant declinein interest rates.

The following table sets out the maturity of deposits made with the Group by amount as of the dates indicated:

Asof 31 December

2011 2012 2013
(TL thousands)
3 mMONthSOr 1€SS.....ccovveiriereseee 85,443,906 90,867,570 107,068,876
Over 3 months through 12 months.............. 6,105,025 5,423,850 10,378,609
Over 1 year through 5 years.........cccccveeveeene 1,519,460 1,463,507 1,729,483
OVEr S YEAIS. ..o 167,413 20,360 17,441
TOtAl. oo 93,235,804 97,775,287 119,194,409

59



V1. Return on Equity and Assets
The following table sets out certain of the Group’s selected financial ratios and other data for the periods indicated:

For the yearsended 31 December

2011 2012 2013
(TL thousands, except percentages)

Average total assets™ ..........c..ooeeeeereeriseesisienen, 149,706,398 168,624,332 196,556,185
Average shareholders’ equity™ ........c.cccovuveeeene. 17,343,407 19,982,783 22,715,878
Average shareholders’ equity asa

percentage of averagetotal assets...........ccue..... 11.6% 11.9% 11.6%
Return on average total assets? ...............ccoeeveene. 2.3% 2.0% 1.8%
Return on average shareholders’ equity® ............ 19.6% 17.0% 15.8%

(1) Averagesare calculated as the average of the opening, quarter-end and closing balances for the applicable year.
(2) Netincome as a percentage of average total assets.
(3) Netincome as a percentage of average shareholders’ equity.

VII. Borrowingsand Certain Other Liabilities
Borrowings

The following table sets out a breakdown of loans and advances to the Group from banks outstanding (excluding
expense accruals) as of the dates indicated by source and maturity profile:

As of 31 December
2011 2012 2013
(TL thousands)
Short-term borrowings from domestic banks and ingtitutions... 1,443,306 1,682,956 1,199,932
Short-term borrowings from foreign banks and institutions...... 7,817,633 8,461,011 9,776,962
Long-term debts (short-term portion)..........cccceeeeveeerenercenneenee 2,933,163 4,086,653 5,694,077
Long-term debts (medium and long-term portion)..................... 11,837,417 11,334,110 17,320,286
TOLAL . e 24,031,519 25,564,730 _ 33,991,257

The Bank’s management believes that the increase in the short- and long-term debts described in the table above is
consistent with the Group’s growth strategy.

The following table sets out certain information as to the currency of the Group’s loans and advances from banks
outstanding (including expense accruals) as of the dates indicated:

As of 31 December
2011 2012 2013
(TL thousands, except percentages)
Turkish currency........ccccoeeenenee 5,615,138 23.1% 5591,620 21.6%  6,615525 19.3%
Foreign Currency ...........cceuee... 18,710,411  76.9% 20,287,735 78.4% 27,574,059  80.7%
S5 D 24325549 100.0% 2587935 100.0% 34,189,584 100.0%

The following table sets out a breakdown of the Bank’s borrowings, including bonds payable and subordinated
liabilities (for short-term borrowings, including the short-term portion of long-term borrowings), outstanding as of
the dates indicated (excluding expense accruals) and the maximum amount in each category outstanding at any
month-end during the indicated year (short-term being of one year or less):
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Asof 31 December

2011 2012 2013
Maximum M aximum Maximum
Month-end Month-end Month-end
Amount Amount Amount Amount Amount Amount
(TL thousands)
Short-term borrowings from

banks and other institutions.. 499,713 546,620 578,472 656,316 587,678 684,285
Foreign currency ................. 239,241 239,241 348,256 364,753 353,789 374,028
Turkish Lira....cccoeeeveeenennen. 260,472 307,379 230,216 291,563 233,889 310,257
Long-term borrowings.............. 24,375,676 24,641,011 26,622,367 27,339,279 39,032,786 39,032,786
Foreign currency ................. 18,381,865 17,604,837 20,941,025 20,995,532 30,299,229 30,299,229
Turkish Lira..o e 5,993,811 7,036,174 5,681,342 6,343,747 8,733,557 8,733,557
Lo | R 24,875,389 25,187,631 27,200,839 27,995595 39,620,464 39,717,071

The following table sets out a breakdown of the Bank’s approximate average daily borrowings for the indicated
years and the approximate wei ghted average interest rate thereon:

2011 2012 2013
Average Interest  Average Interest Average Interest
Amount Rate Amount Rate Amount Rate

(TL thousands, except percentages)
Short-term borrowings from banks

and other institutions...........cccceceee.e. 406,219 5.98% 417,414 7.41% 489,836 6.60%
Foreign CUrrency.....ccceeveveereveseenennns 147,923 3.39% 167,496 6.41% 177,840 7.45%
Turkish Lira....ccooooeeveneninecnenines 258,296 7.46% 249,918 8.07% 311,996 6.12%

Long-term borrowings.........cccccevereenee. 18,494,903 5.92% 18,852,667 6.29% 23,732,397 5.58%
Foreign CUrrency......cceeveveevereeseenennns 12,070,207 488% 12,762,745 5.83% 16,144,425 5.58%
TUrkiSh Lir@...coceceeeeeseeeee e, 6424696  7.87% 6089922  7.27% 7,587,972  5.58%

Total covvveeicee e 18,901,122 5.92% 19,270,081 6.32% 24222233 _ 5.60%

The following tables set out a description of the Group’s material long-term borrowings (or fund-raisings through
“future flow” transactions) as of the dates indicated (with many of the indicated interest rates being based upon a
floating rate, principally LIBOR, and thus re-set periodically):
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DPR Transaction- XV .....ccccoeeveennn.
Deutsche Bank AG-Il .....cccveeveennne.
DPR Transaction-X1V ......ccccceeeeennnn.
Deutsche Bank AG-I11I.........c.uu........
Deutsche Bank AG-| .......cccceecvveennee.
DPR Transaction-1X ........ccccceeveeennee.
DPR Transaction- VI ........cccuuee...e.
DPR Transaction- X111 ........cccuee...e.
DPR Transaction- XV .....ccccceeeveeenee.

Asof 31 December 2013

Medium
and long-
Interest Latest Amount inoriginal  Short-term term
rate maturity currency portion portion
(millions) (TL thousands)
2% 2034 U.S.$1,000 - 2,120,000
3% 2019 U.S.$500 - 1,060,000
3% 2026 U.S.$400 - 848,000
9% 2015 TL 750 - 750,000
11-13% 2017 TL 701 - 701,210
1% 2018 €164 100,191 377,625
1% 2017 U.S.$210 118,659 326,541
2% 2016 U.S.$206 158,597 278,653
2% 2018 €135 - 393,324
1-4% 2022 U.S$181 40,538 344,066
2% 2018 U.S$175 - 371,000
2% 2016 €75 96,945 121,570
9% 2019 TL 206 - 206,250
1% 2022 €69 21,861 180,298
2% 2022 €69 21,861 180,298
1% 2016 U.S.$87 73,811 111,028
3% 2019 U.S.$86 29,680 152,640
2% 2016 €46 48,568 84,968
1% 2017 U.S.$60 33,907 93,293
1% 2017 U.S.$60 33,907 93,293
3% 2017 U.S.$60 18,171 109,029
2% 2017 €40 33,337 83,361
3% 2017 €25 - 72,678
1-2% 2025 U.S.$32 28,861 39,393
2% 2017 €20 9,733 48,687
1% 2014 U.S$17 35,334 -
2% 2015 €11 16,588 16,612
1% 2015 U.S$13 17,649 8,851
3% 2014 €7 19,311 -
4,736,568 8,147,618
5,694,077 17,320,286
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Asof 31 December 2012

Amount in Medium and
I nterest Latest original Short-term long-term
rate maturity currency portion portion
(millions) (TL thousands)
Deutsche Bank AG .......ccccovevreeenne. 11-13% 2017 TL701 - 701,210
DPR Transaction XIV .......cccccceverenee 3% 2026 U.S.$396 - 697,103
DPR Transaction VI .......ccccceuenee. 1% 2017 U.S.$266 98,514 369,439
DPR Transaction X1 .......c.cccvenee. 2% 2016 U.S.$224 32,644 362,098
DPR Transaction IX......ccccoeevrenenne. 1% 2018 €168 9,284 380,644
EIB oo 1-4% 2022 U.S.$204 33,653 324,844
DPR Transaction X1 .......cccccevevnee. 2% 2016 €99 57,603 173,218
DPR Transaction Vl.........ccoceevrenne. 1% 2016 U.S$122 61,256 153,167
OPIC ..ot 3% 2019 U.S.$100 24,640 151,360
DPR Transaction X1 .......ccccccveenee. 1% 2022 €75 13,028 161,047
DPR Transaction X1 .......ccccccvennee. 2% 2022 €75 13,028 161,047
DPR Transaction VI .......ccccceuenee. 1% 2017 U.S.$76 28,147 105,554
DPR Transaction VI .......c.ccceuenee. 1% 2017 U.S.$76 28,147 105,554
DPR Transaction X1 .......c.cccvenee. 2% 2016 €50 9,509 105,969
EBRD-V ..ot 3% 2017 U.S.$60 - 105,600
EBRD-IV ..ot 2% 2017 €40 - 92,651
EBRD-I ..o 1-2% 2025 U.S.$46 23,940 56,539
EFSE.....cooiereese e 3% 2017 €25 - 58,793
DPR Transaction VIl .......ccccceveuenee. 1% 2014 U.S.$33 29,315 29,319
EBRD-I ..o 2% 2015 €17 13,159 26,343
DPR Transaction VI .......cccccveuenee. 1% 2015 U.S$21 14,667 22,000
EBRD-| ..ot 1% 2014 €13 15,260 15,297
DPR TransactionV ........cccoeeevenenne. 1% 2013 U.s$71 124,420 -
DPR Transaction IV .......ccccevvvrerenee 1% 2013 U.S.$63 110,880 -
DPR Transaction Vl.......cccevvvvrerenee 1% 2013 U.S.$59 103,022 -
DPR Transaction I .........cccceevvennee. 1% 2013 U.S.$27 48,313 -
Others ..o 3,194,224 6,975,314
Total oo 4,086,653 11,334,110
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Asof 31 December 2011

Amount in Medium and
Interest Latest original Short-term long-term
rate maturity currency portion portion
(millions) (TL thousands)
Deutsche Bank AG ........cccocvrieeninen, 11-13% 2017 TL 701 - 701,210
DPR Transaction VI .......cccceenene, 1% 2017 U.S.$322 104,394 495,883
DPR Transaction IX.......ccccooevevenuennn, 2% 2018 €172 9,686 406,829
DPR Transaction X1 .......cccccecenene, 2% 2016 U.S.$225 - 419,349
DPR Transaction IV ........ccccceeeeeennen, 1% 2013 U.S$191 238,406 117,358
EIB | oo, 1-4% 2022 U.S.$208 7,444 379,973
DPR Transaction V ........ccccoevvveeeennnn, 1% 2013 U.S$179 201,829 131,982
DPR Transaction Vl.........cccovveveeennn, 1% 2016 U.S$172 92,598 227,421
DPR Transaction Vl.......c.cccevveveennnn, 1% 2013 U.S.$165 195,694 111,864
DPR Transaction X1 .......ccccceeevennen, 3% 2016 €100 - 242,160
EIB H e, 2% 2012 €100 244,380 -
DPR Transaction X1 .......cccccceenunee, 2% 2022 €75 - 181,620
DPR Transaction X1 .......ccccoeeernnee, 2% 2022 €75 - 181,620
OPIC..iiiieireee e, 3% 2019 U.S.$100 - 186,500
DPR Transaction I .........ccccoeeennee, 1% 2013 U.S.$82 102,405 51,241
DPR Transaction VI .......cccoceenenee, 1% 2017 U.S.$92 29,827 141,681
DPR Transaction VI .........cccevenene, 1% 2017 U.S.$92 29,827 141,681
DPR Transaction X1 .........ccccevennen, 3% 2016 €50 - 121,080
EBRD-I oo, 2-3% 2025 U.S.$60 25,437 85,982
DPR Transaction VI .......ccccoeeveennn, 1% 2014 U.S.$50 31,065 62,134
EBRD-|...oooviiiiiieeeseee e, 4% 2014 €30 39,586 32,354
DPR Transaction VI .......ccccceenenee, 1% 2015 U.S.$29 15,531 38,829
EBRD-11 ..o, 3% 2015 €20 6,719 41,513
OthEIS ..o, 1,558,335 7,337,153
TOtal coovveeeiceeee e 2,933,163 11,837,417

The Group’s short-term borrowings included the following syndicated loan facilities as of 31 December 2013, 2012
and 2011:

as of 31 December 2013, two one-year-syndicated-loan facilities utilised for general trade finance purposes
including export and import contracts in two tranches of: (a) U.S.$431,287,500 and €768,250,000 with rates of
LIBOR + 1.00% and EURIBOR + 1.00% per annum, respectively, and (b) U.S.$291,500,000 and
€675,500,000 with rates of LIBOR + 0.75% and EURIBOR + 0.75% per annum, respectively.

as of 31 December 2012: two one-year-syndicated-loan facilities utilised for general trade finance purposes
including export and import contracts in two tranches of: (a) U.S.$307,250,000 and €768,113,250 with rates of
LIBOR + 1.45% and EURIBOR + 1.45% per annum, respectively, and (b) U.S.$308,500,000 and
€615,500,000 with rates of LIBOR + 1.25% and EURIBOR + 1.25% per annum, respectively. These were paid
upon their maturity.

as of 31 December 2011: two one-year syndicated loan facilities utilised for general trade finance purposes
including export and import contracts in two tranches of: () U.S.$304,500,000 and €782,500,000, with the
rates of LIBOR + 1.1% and EURIBOR + 1.1% per annum, respectively, and (b) U.S.$233,587,500 and
€576,250,000 with the rates of LIBOR + 1% and EURIBOR + 1% per annum, respectively. These were paid
upon their maturity.

Obligations under Repurchase Agreements

The Group's obligations arising from agreements for the repurchase/resale of securities amounted to TL 16,007,738
thousand as of 31 December 2013, as compared to TL 14,106,944 thousand as of 31 December 2012 (TL 11,738,157
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thousand as of 31 December 2011). These obligations represented 7.4% of the total assets of the Group as of
31 December 2013, 7.9% as of 31 December 2012 and 7.3% as of 31 December 2011. The securities sold by the
Group under such repurchase agreements are recognised in the IFRS Financial Statements as being owned by the
Group, but subject to a pledge (see I1.C. (Securities Portfolio-Securities Portfolio Concentrations) above).

Bonds Payable

In 2013, the Group issued bonds in Turkish Lira and foreign currencies. The outstanding amount of such bonds
amounted to TL 10,835,298 thousand as of 31 December 2013. The following tables set out a description of the
Group's bonds payabl e excluding expense accrual s as of the date indicated.

Asof 31 December 2013

Latest Maturity Interest Rates Carrying Value

(TL thousands)
Bonds of U.S.$2,662 million........ 2022 0.3%-6.4% 5,341,583
Bonds of TL 4,901 million........... 2018 5.6%-10.1% 4,357,098
Bonds of AUD 175 million........... 2018 5.6% 330,543
Bonds of CHF 108 million........... 2015 1.1%-1.8% 257,462
Bonds of EUR 65 miillion............. 2023 2%-5.2% 188,714
Bonds of RON 150 million .......... 2018 6%-6.3% 97,184
Bonds of CZK 340 million........... 2016 2.5% 36,261
Sub-total ......cccoevverriiieee 10,608,845
Expense accrual on bonds payable 226,453
Total .ovveeeceeee e 10,835,298

Asof 31 December 2012

Latest Maturity Interest Rates Carrying Value

(TL thousands)
Bonds of U.S.$2,150 million........ 2022 3-M LIBOR+2.5-6.25% 3,733,908
Bonds of TL 2,421 million........... 2014 6.3%-9.06% 2,210,847
Sub-total ....cccoeveeeieieeee 5,944,755
Expense accrual on bonds payable 181,231
Total .ovveeeceeee e 6,125,986

As of 31 December 2011

Latest Maturity Interest Rates Carrying Value

(TL thousands)
Bonds of TL 2,600 million.......... 2012 7.68%-10.09% 2,137,879
Bonds of U.S.$800 million.......... 2021 3-M LIBOR-6.25% 1,466,105
Sub-total .....cccevevriireeee, 3,603,984
Expense accrual on bonds payable 138,072
TOtAl .o 3,742,056

The total face value of the bonds and bills issued by the Bank in the domestic market reached TL 3,615
million as of 31 December 2013. Such issuances are authorised by the CMB.

Recent |ndebtedness
In the first three months of 2014, the Group incurred the following material debt(s):

In March 2014, the Bank entered into a new U.S.$550 million DPR transaction maturing in 2034, which
facility is scheduled to close in April 2014.

65



The Bank may issue, from time to time, additional Series of Notes under the Programme, which (as
permitted by the Programme) may be in any currency, with any tenor and with any interest rate, which
issuances may be listed or unlisted.

Subordinated Liabilities

The following tables set out a description of the Group’s subordinated liabilities excluding expense accruals
as of the dates indicated.

Asof 31 December 2013

L atest
Maturity Interest Rates Carrying Value
(TL thousands, except percentages)
Subordinated debt of €50 MillioN ..........ccoevvveevecurieennne, 2021 EURIBOR+3.5 146,050
TOLAD e 146,050
As of 31 December 2012
Latest Carrying
Maturity Interest Rates Value
(TL thousands, except percentages)
Subordinated debt of €50 Million .........ccoceveeviiiieeenenins, 2021 EURIBOR+3.50% 116,050
Subordinated deposits of €13 Million ..........cccceeeviennne, 2021 4.42-7% 30,840
TOLAI e e 146,890
Asof 31 December 2011
Latest Carrying
Maturity Interest Rates Value
(TL thousands, except percentages)
Subordinated debt of U.S.$500 million ..........ccccovrevnene, 2017 6.95% 932,452
Subordinated debt of €50 million ...........ccoeevviveeninenn, 2021 EURIBOR+3.50% 121,080
Subordinated deposit of €16 MillioN...........ccceevererveensa, 2021 4.75% - 6.00% 39,734
TOLAD ot 1,093,266

On February 23, 2009, the Bank obtained a 12-year subordinated loan of €50 million due March 2021 from
Proparco (Société de Promotion et de Participation pour la Cooperation Economique SA) a company of the French
Development Agency Group, with an interest rate of EURIBOR + 3.5% per annum and a repayment option for the
Bank at the end of the seventh year. This financing was obtained in order to finance clean energy projects.

Non-Cash Loans and Other Contingent Liabilities

The Group enters into certain financia instruments with off-balance sheet risk in the normal course of businessin
order to meet the needs of its customers. These instruments, which include non-cash loans (letters of guarantee,
acceptance credits, letters of credit and other guarantees and sureties) and other commitments and contingencies,
involve varying degrees of credit risk and are not reflected in the Group’s balance sheet. The Group’s maximum
exposure to credit losses for letters of guarantee and acceptance credits and letters of credit is represented by the
contractual amount of these transactions. Since many of the commitments are expected to expire without being
drawn upon, the total amount does not necessarily represent future cash requirements.
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The following table sets out certain details of the Group’s non-cash loans as of the dates indicated:

As of 31 December
2011 2012 2013
(TL thousands)
Letters of guarantee.........ccvvvvereverieneecnenienenenn, 15,420,399 16,852,681 23,877,730
Letters of credit and acceptance credits.............. 6,746,774 6,862,325 10,222,422
Other guarantees and SUreties............coocevvervennn, 70,236 66,300 79,924
TOAl covvoveeeeeeeeeeeee e, 22,237,409 23,781,306 34,180,076

As of 31 December 2013, non-cash loans of the Group increased by 43.7% to TL 34,180,076 thousand from
TL 23,781,306 thousand as of 31 December 2012 (itself, an increase of 6.9% from TL 22,237,409 thousand as of
31 December 2011). The Group issues letters of guarantee, letters of credit, acceptance credits and other payment
commitments arising in awide variety of transactions.

As of 31 December 2013, the Group’s commitments for unused credit limits for credit cards, overdrafts, checks and
loans to customers, and commitments for “credit linked notes’ amounted to TL 40,614,981 thousand, an increase of
45.3% compared to TL 27,955,379 thousand as of 31 December 2012 (TL 27,495,547 thousand as of 31 December
2011).

Derivative Transactions

Forward foreign exchange contracts are agreements to purchase or sell a specific quantity of a foreign currency or
precious metals at an agreed-upon price with delivery and settlement on a specified future date. Such contracts
include only deliverable contracts. Risks arise from the possible inability of counterparties to meet the terms of their
contracts and from movements in currency exchange rates.

The Group’s outstanding derivative transactions (e.g. spots, forwards, swaps, future rate agreements, options and
forward agreements for gold trading) amounted to TL 85,480,706 thousand as of 31 December 2013, TL 53,725,410
thousand as of 31 December 2012 and TL 43,880,483 as of 31 December 2011.

The following table sets out the breakdown of notional amounts of outstanding derivative contracts by type of
transaction as of the dates indicated:
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Asof 31 December

2011 2012 2013
(TL thousands)
Currency/Cross CUrrencCy SWapS......cceeeeeereereereeneens 20,439,332 22,364,739 35,016,906
PUIChaSES......cccoiiie e 6,638,095 12,220,856 17,965,970
SAES e 13,801,237 10,143,883 17,050,936
Foreign currency options........ccceeevveeereeresesenenns 15,049,770 18,175,028 27,576,921
PUIChaSES......cccoiiie e 8,035,951 9,249,433 16,028,047
SAES . 7,013,819 8,925,595 11,548,874
Securities, shares, interest rate and index
OPLIONS ..ottt 1,069,990 2,104,809 1,913,156
PUrChases........covviiiecee e 1,023,631 1,048,011 969,935
SAIES ..t 46,359 1,056,798 943,221
Forward exchange contracts........c.cccceeeevenenienene 4,959,185 4,791,266 9,691,698
PUrChases........coveivieee e 2,881,328 2,836,131 6,404,601
SAES i 2,077,857 1,955,135 3,287,097
Spot exchange ContractsS.......cocvevvveerceeceereeneseneens 1,518,641 2,930,700 4,266,573
PUrChaSeS.......c.ciiiee e 612,097 2,299,236 3,643,250
SAES i 906,544 631,464 623,323
Interest rate SWapPS™Y ........co.ooveeeoveeeeeeeeeeeeeseeenns 481,508 717,676 477,208
PUIChaSeS......ccciiiee e 208,311 323,438 321,817
SAIES ..t 273,197 394,238 155,391
Interest rate and other futures..........ccccoveeereenne. 500 172,306 106,262
PUIChESES.......ooiiiieriee e 62 527 -
SAIES ..t 438 171,779 106,262
Foreign currency fUtUres........cocoveveeerieicnienenn 64,508 27,720 111,464
PUIChaSES......coceiie e 5,344 - 111,464
SAES i 59,164 27,720 -
Other forward CONtracts.........ccoeeevereeerererrenenennes 297,049 77,659 43,913
PUIChaSeS......ccciiiee e 46,297 71,100 27,732
SAIES i 250,752 6,559 16,181
Other swap CONtractsS......ccvvverereeeereesereseseeeens - 2,363,507 6,276,605
PUIChases........coveiiicree e - 436,701 139,285
SAIES ..t - 1,926,806 6,137,320
TOLAl e 43,880,483 53,725,410 85,480,706

(1) Incaseof interest rate swaps, the amounts presented in the table above are the marked-to-market values of such transactions.
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TERMSAND CONDITIONSOF THE NOTES

The terms and conditions of the Notes shall consist of the terms and conditions set out in the Base Prospectus (the
“Base Conditions’) as amended or supplemented by the issue-specific terms set out below in this section.
References in the Base Conditions to Final Terms shall be deemed to refer to the issue-specific terms of the Notes
substantially in the form set out below.

15 April 2014
TURKIYE GARANTI BANKASI A.S.

I ssue of U.S.$750,000,000 4.750% Notes due 2019 (the Notes)
under the U.S.$6,000,000,000
Global M edium Term Note Programme

PART A —CONTRACTUAL TERMS

Terms used herein shall be deemed to be defined as such for the purposes of the Conditions set forth in the Base
Prospectus dated 27 March 2014 and the Prospectus dated 15 April 2014, which together in the manner described in
such Prospectus constitute a prospectus for the purposes of the Prospectus Directive (Directive 2003/71/EC), as
amended (including the amendments made by Directive 2010/73/EU) (the Prospectus). This document constitutes
the issue-specific terms of the Notes and must be read in conjunction with the Prospectus. Full information on the
Issuer and the offer of the Notes is only available on the basis of the combination of these issue-specific terms and
the Prospectus. The Prospectus has been published on the Issuer’s website
(www.garanti.com.tr/en/our_company/investor_relations/financials_and_presentations.page).

1. Issuer: Tiirkiye Garanti Bankas1 A.S.
2. @ Series Number:; 2014-90
(b) Tranche Number: 1

(© Date on which the Notes will be Not Applicable
consolidated and form asingle Series:

3. Specified Currency: U.S. Dallarsor U.S.$
4. Aggregate Nominal Amount:
(@ Series: U.S.$750,000,000
(b) Tranche: U.S.$750,000,000
5. Issue Price: 99.876 per cent. of the Aggregate Nominal Amount of
the Tranche
6. (a Specified Denominations: U.S.$200,000 and integral multiples of U.S.$1,000 in
excess thereof
(b) Calculation Amount: U.S.$1,000
7. @ Issue Date: 17 April 2014
(b) Interest Commencement Date: Issue Date
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8. Maturity Date: 17 October 2019

9. Interest Basis: 4.750 per cent. Fixed Rate
(see paragraph 14 below)
10. Redemption Basis: Subject to any purchase and cancellation or early

redemption, the Notes will be redeemed on the Maturity
Date at 100 per cent. of their nominal amount

11. Change of Interest Basis: Not Applicable
12. Put/Call Options: Not Applicable
13. €) Status of the Notes: Senior

(b) Date Board approval for issuance of Not Applicable
Notes obtained:

PROVISIONSRELATING TO INTEREST (IF ANY) PAYABLE

14. Fixed Rate Note Provisions Applicable
@ Rate(s) of Interest: 4,750 per cent. per annum payable in arrear on each
Interest Payment Date
(b) Interest Payment Date(s): 17 April and 17 October in each year up to and including
the Maturity Date
(© Fixed Coupon Amount(s): Not Applicable
(d) Broken Amount(s): Not Applicable
(e Day Count Fraction: 30/360
()] Determination Date(s): Not Applicable
(9) Structured Fixed Rates Notes: Not Applicable
15. Floating Rate Note Provisions Not Applicable
16. Zero Coupon Note Provisions Not Applicable

PROVISIONSRELATING TO REDEMPTION

17. Notice periods for Condition 8.2: Minimum period: 30 days
Maximum period: 60 days

18. I ssuer Call: Not Applicable

19. Investor Put: Not Applicable

20. Final Redemption Amount: U.S.$1,000 per Calculation Amount
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21. Early Redemption Amount payable on U.S.$1,000 per Calculation Amount
redemption for taxation reasons or on event of
defaullt:

GENERAL PROVISIONSAPPLICABLE TO THE NOTES

22. Form of Notes:
€) Form: Registered Notes:
Regulation S Global Note registered in the name of a
nominee for a common depositary for Euroclear and
Clearstream, Luxembourg exchangeable for Definitive
Registered Notes upon an Exchange Event
Rule 144A Globa Note registered in the name of a
nominee for DTC exchangeable for Definitive
Registered Notes upon an Exchange Event
(b) New Global Note: No
23. Specified Financial Centre(s): Not Applicable

24, Talons for future Coupons to be attached to No
Definitive Notes:

Signed on behalf of TURKIYE GARANTI BANKASI A.S.
B s BY . e

Duly authorised Duly authorised
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PART B-OTHER INFORMATION

1 LISTING AND  ADMISSION TO
TRADING
€) Listing and Admission to trading:

(b)

Estimate of total expenses related to
admission to trading:

Application has been made by the Issuer (or on its
behalf) to the Irish Stock Exchange for the Notes to be
listed on the Official List and admitted to trading on the
Main Securities Market of the Irish Stock Exchange
with effect from 17 April 2014.

€2,690

2. RATINGS

Ratings: The Notes to be issued are expected to be rated:
“BBB” by Fitch RatingsLtd. (Fitch) and “Baa2"
(negative outlook) by Moody's Investors Service
Limited (M oody’s).
Each of Fitch and Moody's is established in the
European Union and is registered under Regulation (EC)
No. 1060/2009 (as amended).

3. INTERESTS OF NATURAL AND LEGAL PERSONSINVOLVED IN THE ISSUE

Save for any fees payable to the Initial Purchasers, so far as the Issuer is aware, no person involved in the issue of
the Notes has an interest material to the offer. The Initial Purchasers and their affiliates have engaged, and may in
the future engage, in investment banking and/or commercia banking transactions with, and may perform other
services for, the Issuer and its affiliates in the ordinary course of business. Banco Bilbao Vizcaya Argentaria, S.A,
one of the Initial Purchasers, jointly controls the I ssuer as described in the Base Prospectus.

4, YIELD

Indication of yield:

5. OPERATIONAL INFORMATION

(@

(b)

(©
(d)

ISIN Code:

Common Code:

CUSIP:

Any clearing system(s) other than

4.776 per cent. per annum

The yield is calculated at the Issue Date on the basis of
the Issue Price. It is not an indication of future yield.

US90014QAAS58 for Rule 144A Global Notes
XS1057541838 for Regulation S Global Note
105773129 for Rule 144A Global Notes
105754183 for Regulation S Globa Note
90014QAA5 for Rule 144A Global Notes

Not Applicable



(€)
(f)

(©))

(h)

DTC, Euroclear Bank SA/NV and
Clearstream, Luxembourg and the
relevant identification number(s):

Delivery:

Names and addresses of additional
Paying Agent(s) (if any):

Deemed delivery of clearing system
notices for the purposes of
Condition 15:

Intended to be held in a manner which
would allow Eurosystem eligibility:

DISTRIBUTION

(@
(b)

(©)
(d)
(€)

(f)

Method of distribution:

If syndicated, names of Managers:

Date of Subscription Agreement:
Stabilisation Manager(s) (if any):

If non-syndicated, name of relevant
Dedler:

U.S. Selling Restrictions:
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Delivery against payment

Not Applicable

Any notice delivered to Noteholders through the
clearing systems will be deemed to have been given on
the business day after the day on which it was given to
the relevant clearing system.

No. Whilst the designation is specified as “no” at the
date of these Fina Terms, should the Eurosystem
eligibility criteria be amended in the future such that the
Notes are capable of meeting them, the Notes may then
be deposited with one of the ICSDs as common
safekeeper. Note that his does not necessarily mean that
the Notes will then be recognised as eligible collateral
for Eurosystem monetary policy and intra-day credit
operations by the Eurosystem at any time during their
life. Such recognition will depend upon the ECB being
satisfied that Eurosystem eligibility criteria have been
met.

Syndicated

Banco Bilbao Vizcaya Argentaria, S.A.

Citigroup Global Markets Limited

HSBC Bank plc

Merrill Lynch, Pierce, Fenner & Smith Incorporated
15 April 2014

Merrill Lynch, Pierce, Fenner & Smith Incorporated

Not Applicable

Reg. S Compliance Category 2 and Rule 144A



U.S. TAXATION

Thisis a general summary of certain U.S. federal tax considerations in connection with an investment in the Notes.
This summary does not address all aspects of U.S. federal tax law or the laws of other jurisdictions (including any
state or local tax law). While this summary is considered to be a correct interpretation of existing laws in force on
the date of this Prospectus, there can be no assurance that those laws or the interpretation of those laws will not
change. This summary does not discuss all of the tax consequences that may be relevant to an investor in light of
such investor’s particular circumstances or to investors subject to special rules, such as regulated investment
companies, certain financial ingtitutions or insurance companies. Prospective investors are advised to consult
their tax advisers with respect to the tax consequences of the purchase, owner ship or disposition of the Notes
(or the purchase, ownership or disposition by an owner of beneficial interests therein) as well as any tax
consequences that may arise under the laws of any state, municipality or other taxing jurisdiction.

Certain U.S. Federal Income Tax Consequences

Notice pursuant to Treasury Department Circular 230: The discussion of U.S. tax matters set forth in this
Prospectus was written in connection with the promotion or marketing of this offering and was not intended
or written to be used, and cannot be used, by any taxpayer for the purpose of avoiding tax-related penalties
under U.S. federal, state or local tax law. Each taxpayer should seek advice based upon its particular
circumstances from an independent tax adviser.

The following summary describes certain U.S. federal income tax consequences of the acquisition, ownership and
disposition of a Note by a U.S. Holder (as defined below) whose functional currency isthe U.S. Dollar that acquires
the Note in this offering from the Initial Purchasers at a price equal to the issue price of the Notes and holds it as a
capital asset. This summary does not address all aspects of U.S. federal income taxation that may be applicable to
particular U.S. Holders subject to special U.S. federal income tax rules, including, among others, tax-exempt
organisations, financial ingtitutions, dealers and tradersin securities or currencies, U.S. Holders that will hold a Note
as part of a“straddle,” hedging transaction, “conversion transaction” or other integrated transaction for U.S. federal
income tax purposes, U.S. Holders that enter into “constructive sale” transactions with respect to the Notes, U.S.
Holders liable for alternative minimum tax and certain U.S. expatriates. In addition, this summary does not address
conseguences to U.S. Holders of the acquisition, ownership and disposition of a Note under any other U.S. federal
tax laws (e.g., estate or gift tax laws) or under the tax laws of any state, locality or other political subdivision of the
United States or other countries or jurisdictions.

As used herein, the term U.S. Holder means a beneficial owner of a Note that is for U.S. federal income tax
purposes:. (a) an individual who is a citizen or resident of the U.S., (b) a corporation created or organised in or under
the laws of the U.S,, any state thereof or the District of Columbia, (c) an estate the income of which is subject to
U.S. federal income taxation regardless of its source or (d) atrust that is subject to U.S. tax on its worldwide income
regardless of its source.

If an entity or arrangement treated as a partnership for U.S. federal income tax purposes holds a Note, then the U.S.
federal income tax treatment of a partner will generally depend upon the status of the partner and the activities of the
partnership. Therefore, a partnership holding a Note and its partners should consult their own tax advisers regarding
the U.S. federal income tax consequences of the acquisition, ownership and disposition of a Note.

The discussion below is based upon the Code, U.S. Treasury regulations thereunder, and judicial and administrative
interpretations thereof, all as in effect as of the date of this Prospectus and any of which may at any time be
repealed, revoked or modified or subject to differing interpretations, potentially retroactively, so asto result in U.S.
federal income tax conseguences different from those discussed below.

The summary of the U.S. federal income tax consequences set out below is for general information only.
Prospective purchasers should consult their tax advisers as to the particular tax conseguences to them of owning the
Notes, including the applicability and effect of state, local, foreign and other tax laws and possible changes in tax
law.
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Payments of Interest

Payments of interest on the Notes, including additional amounts, if any, generally will be taxable to a U.S. Holder as
ordinary income at the time that such payments are received or accrued, in accordance with such U.S. Holder’s usual
method of accounting for U.S. federal income tax purposes. Interest paid on a Note generally will constitute foreign
source income for U.S. federal income tax purposes and generally will be considered “passive” income, which is
treated separately from other types of income in computing the foreign tax credit that may be allowable to U.S.
Holders under U.S. federal income tax laws. Subject to applicable restrictions and limitations, a U.S. Holder may be
entitled to claim a U.S. foreign tax credit in respect of any Turkish withholding taxes imposed on interest received
on the Notes. A U.S. Holder who does not elect to claim a credit for foreign tax may instead claim a deduction in
respect of the tax provided the U.S. Holder elects to deduct rather than claim a credit for al foreign taxes for such
taxable year. U.S. Holders that are igible for benefits under the double tax treaty between the United States and
Turkey (the Double Tax Treaty) or are otherwise entitled to a refund for the taxes withheld under Turkish tax law
generally will not be entitled to a foreign tax credit or deduction for the amount of any Turkish taxes withheld in
excess of the maximum rate under the Double Tax Treaty or for those taxes that have been otherwise refunded to
them under Turkish tax law. The rules relating to foreign tax credits or deducting foreign taxes are extremely
complex, and U.S. Holders are urged to consult their own tax advisers regarding the availability and advisability of
claiming aforeign tax credit or a deduction with respect to any Turkish taxes withheld from payment.

Sale, Exchange and Redemption of Notes

Upon the sale, exchange, redemption, retirement at maturity or other taxable disposition of a Note, a U.S. Holder
generally will recognise taxable gain or loss equal to the difference between the amount realised (i.e., the amount of
cash and the fair market value of any property received on the disposition (except to the extent the cash or property
received is attributable to accrued and unpaid interest not previously included in income, which is treated like a
payment of interest)) and the U.S. Holder’s tax basisin the Note. A U.S. Holder's tax basis in a Note generally will
equal the amount paid for the Note. Gain or loss recognised by a U.S. Holder on the sale, exchange or other
disposition of a Note will be capital gain or loss and will be long-term capital gain or loss if the Note was held by
the U.S. Holder for more than one year. Gain or loss realised by a U.S. Holder on the sale or retirement of a Note
generaly will be U.S. source. The deductibility of capital losses is subject to significant limitations. U.S. Holders
should consult their own advisers about the availability of U.S. foreign tax credits or deductions with respect to any
Turkish taxes imposed upon a disposition of Notes.

Information Reporting and Backup Withholding

Information returns may be filed with the IRS (unless the U.S. Holder establishes, if requested to do so, that it is an
exempt recipient) in connection with payments on the Notes, and the proceeds from the sale, exchange or other
disposition of Notes. If information reports are required to be made, then a U.S. Holder may be subject to U.S.
backup withholding if it fails to provide its taxpayer identification number or to establish that it is exempt from
backup withholding. The amount of any backup withholding imposed on a payment will be allowed as a credit
against any U.S. federal income tax liability of a U.S. Holder and may entitle the U.S. Holder to arefund, provided
the required information is timely furnished to the IRS.

U.S. Holders should consult their own tax advisers regarding any filing and reporting obligations they may have as a
result of their acquisition, ownership or disposition of Notes.

Medicare Tax
Certain U.S. Holders who are individuals, estates or non-exempt trusts must pay an additional 3.8% tax on, among

other things, interest on and capital gains from the sale, retirement or other taxable disposition of Notes. U.S.
Holders should consult their tax advisers regarding the effect, if any, of thistax on their investment in the Notes.
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PLAN OF DISTRIBUTION

The Bank intends to offer the Notes through the Initial Purchasers named below and their broker-dealer affiliates, as
applicable. Subject to the terms and conditions stated in a subscription agreement in respect of the Notes entered into
on 15 April 2014 among the Initial Purchasers and the Bank (the Subscription Agreement), each of the Initial
Purchasers has severally (and not jointly nor jointly and severally) agreed to purchase, and the Bank has agreed to
sell to each of the Initial Purchasers, the principal amount of the Notes set forth opposite each Initial Purchaser’s
name below at the issue price of 99.876% of the principal amount of the Notes.

Initial Purchasers Principal Amount of Notes
Banco Bilbao Vizcaya Argentaria, S.A. U.S.$187,500,000
Citigroup Global Markets Limited U.S.$187,500,000
HSBC Bank plc U.S.$187,500,000
Merrill Lynch, Pierce, Fenner & Smith Incorporated U.S.$187,500,000
Total U.S.$750,000,000

The Subscription Agreement provides that the obligations of the Initial Purchasers to purchase the Notes are subject
to approval of legal matters by counsel and to other conditions. The offering of the Notes by the Initial Purchasersis
subject to receipt and acceptance and subject to the Initial Purchasers’ right to reject any order in whole or in part.

The Bank has been informed that the Initial Purchasers propose to resell beneficial interests in the Notes at the issue
price set forth on the cover page of this Prospectus to persons reasonably believed to be QIBs in reliance upon
Rule 144A, and to non-U.S. persons in offshore transactions in reliance upon Regulation S, see “ Subscription and
Sale and Transfer and Selling Restrictions” in the Base Prospectus. The prices at which beneficial interests in the
Notes are offered may be changed at any time without notice.

Offers and sales of the Notes in the United States will be made by those Initial Purchasers or their affiliates that are
registered broker-dealers under the U.S. Securities Exchange Act of 1934, as amended (the Exchange Act) or in
accordance with Rule 15a-6 thereunder.

The Notes have not been registered under the Securities Act or any U.S. State securities laws and may not be offered
or sold within the United States or to, or for the account or benefit of, U.S. persons (as defined in Regulation S under
the Securities Act) except in transactions exempt from, or not subject to, the registration requirements of the
Securities Act (see “Subscription and Sale and Transfer and Selling Restrictions’ in the Base Prospectus).
Accordingly, until 40 days after the Issue Date (the Distribution Compliance Period), an offer or sale of Notes (or
beneficial interests therein) within the United States or to, or for the account or benefit of, any U.S. person by a
dealer that is not participating in the offering may violate the registration requirements of the Securities Act if that
offer or sale is made otherwise than in accordance with Rule 144A.

Each Initial Purchaser has agreed that it will send to each dealer to which it sells Regulation S Global Notes (or
beneficial interests therein) during the Distribution Compliance Period a confirmation or other notice setting forth
the restrictions on offers and sales of the Notes (or beneficial interests therein) within the United States or to, or for
the account or benefit of, U.S. persons substantially to the following effect:

“The Notes covered hereby have not been registered under the U.S. Securities Act of 1933, as amended
(the Securities Act) and may not be offered and sold within the United States or to, or for the account or
benefit of, U.S. persons: (a) as part of their distribution at any time or (b) otherwise until 40 days after the
later of the commencement of the offering and the Issue Date, except, in either case, in accordance with
Rule 144A under the Securities Act or in an offshore transaction. Terms used above have the meanings
given to them by Regulation S.”

While application has been made by the Bank to the Irish Stock Exchange for the Notes to be admitted to the

Officia List and trading on the Main Securities Market, the Notes constitute a new class of securities of the Bank
with a limited trading market. The Bank cannot provide any assurances to investors that the prices at which the
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Notes (or beneficial interests therein) will sell in the market will not be lower than the initial offering price or that an
active trading market for the Notes will develop. The Initial Purchasers have advised the Bank that they currently
intend to make a market in the Notes; however, they are not obligated to do so, and they may discontinue any
market-making activities with respect to the Notes at any time without notice. No assurance can be given that the
application to the Irish Stock Exchange to admit the Notes to listing on the Official List and trading on the Main
Securities Market will be accepted.

In connection with the offering, one or more Initial Purchaser(s) may purchase and sell Notes (or beneficial interests
therein) in the secondary market. These transactions may include over-allotment, syndicate covering transactions
and stabilising transactions. Over-allotment involves the sale of Notes (or beneficial interests therein) in excess of
the principal amount of Notes to be purchased by the Initial Purchasersin their initial offering, which creates a short
position for the Initial Purchasers. Covering transactions involve the purchase of the Notes (or beneficial interests
therein) in the open market after the distribution has been completed in order to cover short positions. Stabilising
transactions consist of certain bids or purchases of Notes (or beneficia interests therein) made for the purpose of
preventing or retarding a decline in the market price of the Notes (or beneficial interests therein) while the offering
isin progress. Any of these activities may have the effect of preventing or retarding a decline in the market price of
the Notes (or beneficial interests therein). They may also cause the price of the Notes (or beneficial interests therein)
to be higher than the price that otherwise would exist in the open market in the absence of these transactions. The
Initial Purchasers may conduct these transactions in the over-the-counter market or otherwise. If the Initial
Purchasers commence any of these transactions, then they may discontinue them at any time.

The Bank expects that delivery of interests in the Notes will be made against payment therefor on the Issue Date.
Under Rule 15c6-1 of the Exchange Act, trades in the secondary market through a broker or dealer in the United
States generally are required to settle in three New York City business days, unless the parties to any such trade
expressy agree otherwise. Accordingly, investors who wish to trade interests in the Notes through a broker or dealer
in the United States on the date of this Prospectus or the next New York City business days will be required, by
virtue of the fact that the Notesinitialy will settlein T+5, to specify an alternate settlement cycle at the time of any
such trade to prevent a failed settlement. Investors in the Notes who wish to trade interests in the Notes through a
broker or dedler in the United States on the date of this Prospectus or the next New Y ork City business days should
consult their own adviser.

The Initial Purchasers and their respective affiliates are full service financial institutions engaged in various
activities, which may include securities trading, commercial and investment banking, financial advisory, investment
management, principal investment, hedging, financing and brokerage activities. The Initial Purchasers or their
respective affiliates may have performed investment banking and advisory services for the Bank and its affiliates
from time to time for which they may have received fees, expenses, reimbursements and/or other compensation. The
Initial Purchasers or their respective affiliates may, from time to time, engage in transactions with and perform
advisory and other services for the Bank and its affiliates in the ordinary course of their business. Certain of the
Initial Purchasers and/or their respective affiliates have acted and expect in the future to act as a lender to the Bank
and/or other members of the Group and/or otherwise participate in transactions with the Group.

In the ordinary course of their various business activities, the Initial Purchasers and their respective affiliates may
make or hold a broad array of investments and actively trade debt and equity securities (or related derivative
securities) and financia instruments (including bank loans) for their own account and for the accounts of their
customers and may at any time hold long and short positions in such securities and instruments. Such investment
and securities activities may involve securities and instruments of the Bank and/or other members of the Group. In
addition, certain of the Initial Purchasers and/or their respective affiliates hedge their credit exposure to the Bank
and/or other members of the Group pursuant to their customary risk management policies. These hedging activities
could have an adverse affect on the future trading prices of the Notes offered hereby.

The Initial Purchasers and their respective affiliates may also make investment recommendations and/or publish or

express independent research views in respect of such securities or financia instruments and may hold, or
recommend to clients that they acquire, long and/or short positionsin such securities or instruments.
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The Bank has agreed in the Subscription Agreement, in connection with the issue and offering of the Notes, to
indemnify each Initial Purchaser against certain liabilities, or to contribute to payments that the Initial Purchasers
may be required to make because of those liabilities.
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LEGAL MATTERS

Certain matters relating to the issuance of the Notes will be passed upon for the Bank by Mayer Brown LLP (or
affiliates thereof) as to matters of United States law and by Verdi Avukatlik Ortaklig1 as to matters of Turkish law
(other than with respect to tax-related matters). Certain matters as to English and United States law will be passed
upon for the Initial Purchasers by Allen & Overy LLP, and certain matters as to Turkish law will be passed upon for
the Initial Purchasers by Gedik & Eraksoy Avukatlik Ortakligi (which will also pass upon matters of Turkish tax
law).
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OTHER GENERAL INFORMATION
Authorisation

The 2014 update of the Programme and the issue of notes thereunder have been duly authorised by a resolution of
the Board of Directors of the Issuer dated 16 January 2014 and number 2312.

Listing of Notes

An application has been made to the Irish Stock Exchange for the Notes to be admitted to the Official List and
trading on the Main Securities Market; however, no assurance can be given that such application will be accepted. It
is expected that admission of the Notes to listing on the Official List and to trading on the Main Securities Market
will be granted on or before the Issue Date, subject only to the issue of the Notes. The Main Securities Market is a
regulated market for the purposes of MiFID.

Listing Agent

Arthur Cox Listing Services Limited is acting solely in its capacity as listing agent for the Bank in connection with
the Notes and is not itself seeking admission of the Notes to the Official List or to trading on the Main Securities
Market for the purposes of the Prospectus Directive.

Documents Available

For as long as any of the Notes are outstanding, copies of the following documents will (as applicable, when
published) be available in physical form for inspection at the registered office of the Issuer and from the specified
office of the Fiscal Agent for the time being in London:

@ the articles of association (with a certified English trand ation thereof) of the I ssuer;

(b) the independent auditors' audit reports and audited consolidated IFRS Financial Statements of the Group
for each of the years ended 31 December 2011, 2012 and 2013;

(© the independent auditors' audit reports and audited unconsolidated BRSA Financial Statements of the Bank
for each of the years ended 31 December 2011, 2012 and 2013;

(d) the most recently published audited annual financial statements of the Issuer and the most recently
published unaudited interim financial statements of the Issuer, in each case in English and together with
any audit or review reports prepared in connection therewith; the Issuer currently prepares audited
consolidated financial statements in accordance with IFRS on an annual basis, audited consolidated and
unconsolidated BRSA Financial Statements on an annual basis, unaudited consolidated and unconsolidated
interim financial statements in accordance with IFRS on a quarterly basis and unaudited consolidated and
unconsolidated interim BRSA Financial Statements on a quarterly basis;

(e the Agency Agreement, the Deed of Covenant and the Deed Poll and the forms of the Global Notes and the
Notesin definitive form; and

® acopy of this Prospectus and the Base Prospectus (including the supplements thereto).

In addition, copies of each document incorporated by reference into this Prospectus and the financial statements
listed above will be available on the | ssuer’s website at:

@ http://www.garanti.com.tr/en/our_company/investor_relations/financials and presentations/Garanti_Base
Prospectus March 2014.page? (with respect to the Base Prospectus);
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(b) http://www.garanti.com.tr/en/our_company/investor_relations/financials and_presentations/annual_and_int
erim_reports/annual_and_interim_reports_ifrs.page? (with respect to the IFRS Financial Statements of the
Group); and

(© http://www.garanti.com.tr/en/our_company/investor_relations/financials and_presentations/annual_and_int
erim_reports/annual_and_interim_reports brsa.page? (with respect to the BRSA Financial Statements of
the Bank).

Such website does not, and should not be deemed to, constitute a part of, or be incorporated into, this Prospectus.
Clearing Systems

The Rule144A Globa Note(s) hashave been accepted into DTC's book-entry settlement system and the
Regulation S Global Note has been accepted for clearance through Euroclear and Clearstream, Luxembourg
(CUSIP: 90014QAAS5, ISIN: US90014QAA58 and Common Code: 105773129, with respect to the Rule 144A
Global Note(s) and ISIN: XS1057541838 and Common Code: 105754183, with respect to the Regulation S Global
Note).

The address of Euroclear is Euroclear Bank SA/NV, 1 Boulevard du Roi Albert 11, B-1210 Brussels. The address of
Clearstream, Luxembourg is Clearstream Banking, 42 Avenue JF Kennedy, L-1855 Luxembourg. The address of
DTC is55 Water Street, New Y ork, New York 10041, United States of America

Significant or Material Change

There has been: (a) no significant change in the financia or trading position of either the Bank or the Group since
31 December 2013 and (b) no material adverse change in the financial position or prospects of either the Bank or the
Group since 31 December 2013.

Litigation

Neither the Bank nor any other member of the Group is or has been involved in any governmental, legal or
arbitration proceedings (including any such proceedings that are pending or threatened of which the Issuer is aware)
in the 12 months preceding the date of this Prospectus that may have or have in such period had a significant effect
on the financial position or profitability of the Bank or the Group.

Auditors

The: (a) IFRS Financial Statements of the Group prepared as of and for the years ended 31 December 2011, 2012
and 2013 have been audited in accordance with International Standards on Auditing by Deloitte located at Sun
Plaza, Maslak Mah. Bilim Sk. No: 5, Sisli, Istanbul 34398 and (b) BRSA Financial Statements of the Bank prepared
as of and for the years ended 31 December 2011, 2012 and 2013 have been audited by Deloitte in accordance with
the Regulation on Authorisation and Activities of Institutions to Perform External Audit in Banks and I nternational
Standards on Auditing. Deloitte, independent certified public accountants in Turkey, is an audit firm authorised by
the BRSA to conduct independent audits of banks in Turkey. Deloitte’'s audit reports on such IFRS Financial
Statements and BRSA Financial Statements contain a qualification (see “Risk Factors — Risks Relating to the Group
and its Business — Audit Qualification” in the Base Prospectus for further information).
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