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TURKIYE GARANTI BANKASI A.S.
Issue of US$500,000,000 5.875% Notes due 2023
under its US$6,000,000,000 Global Medium Term Note Programme
Issue price: 100.00%

The US$500,000,000 5.875% Notes due 2023 (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 “Issuer”) under its US$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. For a
description of certain restrictions on sale and transfer of investments in the Notes, see “Plan of Distribution” herein and “Subscription
and Sale and Transfer and Selling Restrictions” in the Base Prospectus (as defined under “Documents Incorporated by Reference”
below).

AN INVESTMENT IN THE NOTES INVOLVES CERTAIN RISKS. SEE “RISK FACTORS” HEREIN.

The Notes will bear interest from (and including) 16 March 2017 (the “Issue Date”) to (but excluding) 16 March 2023 (the “Maturity
Date”) at a fixed rate of 5.875% per annum. Interest will be payable semi-annually in arrear in equal instalments on the 16th day of each
March and September in each year (each an “Interest 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 (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 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 plc (the “Irish Stock Exchange”) for the Notes to be admitted to its official list
(the “Official List”) and to 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 (the “CMB”) of the Republic of Turkey (“Turkey”), in its capacity as
competent authority under Law No. 6362 (the “Capital Markets Law”) of 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 (ihra¢ belgesi) has 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 7 February 2017 and the written 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-" (stable outlook) by Fitch Ratings Ltd. (“Fitch”) and “Bal” (stable 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 pages 138 and 139 of the Base Prospectus.
Each of the Rating Agencies is established in the EU and is registered under Regulation (EC) No. 1060/2009, as amended (the “CRA
Regulation™). As such, each of the Rating Agencies is 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/page/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 in reliance upon Rule 144A and Regulation S by each of BBVA Securities Inc., Citigroup Global Markets
Limited, Goldman Sachs International, J.P. Morgan Securities plc, MUFG Securities EMEA plc and SMBC Nikko Capital Markets
Limited (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 S.A. (“Clearstream, Luxembourg”), against payment therefor in immediately available funds on the Issue Date.

Initial Purchasers
BBVA Citigroup Goldman Sachs International
J.P. Morgan MUFG SMBC Nikko
The date of this Prospectus is 14 March 2017.



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 incorporated
herein by reference (see “Documents Incorporated by Reference”). This Prospectus shall be read and
construed on the basis that such documents (or, as applicable, the indicated parts thereof) are incorporated
in, and form part of, this Prospectus.

The Issuer confirms that: (a) 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, (c) any opinions, predictions or intentions expressed in this
Prospectus (including in the information 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
Prospectus is 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 accepts 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 Issuer or the issue and offering of the Notes (or beneficial
interests therein). 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. 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 or potential investor in the Notes of any information
coming to their attention.

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 by (or with the consent of) the
Issuer 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 by (or on behalf of) the Issuer or an Initial Purchaser 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 the 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, and any other factors that may be relevant to it in connection with such investment, 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 the Notes
constitutes an offer of, or an invitation by or on behalf 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 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 Notes is correct as of any time subsequent to the date indicated in the
document containing the same.

The distribution of this Prospectus and the offer or sale of Notes (or beneficial interests therein) might be restricted
by law or regulation 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: (a) no Notes (or beneficial interests therein) may be offered or sold, directly or indirectly,
and (b) neither this Prospectus nor any advertisement or other offering material may be distributed or published in
any jurisdiction, in each case, 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 and/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 “Plan of Distribution” herein and “Subscription and Sale and Transfer and Selling 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 Banking Regulation and Supervision Agency (the “BRSA”™), 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 might 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 or regulations. Any investor in the Notes should determine
whether it is able to bear the economic risk of an investment in the Notes for an indefinite period of time.

The Notes might not be a suitable investment for all investors. Each potential investor in the Notes must determine
the suitability of that investment in light of its own circumstances. In particular, each potential investor should
consider, either on its own or with the help of its financial 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 might affect its
investment in the Notes and its ability to bear the applicable risks.

Legal investment considerations might restrict certain investments. The investment activities of certain investors are
subject to legal investment laws, or to review or regulation by certain authorities. Each potential investor should
consult its legal advisers to determine whether and to what extent: (a) the Notes (or beneficial interests therein) 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 beneficial 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. Each potential
investor should consult its own advisers as to the legal, tax, business, financial and related aspects of an investment
in the Notes.

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 U.S. 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 and all applicable laws and regulations might subject the
transferor and/or transferee to certain liabilities under applicable securities laws.

The Issuer has obtained the approved issuance certificate (ihrag belgesi) from the CMB (dated 7 February 2017 and
attached to the letter from the CMB dated the same date and numbered 29833736-105.03.01-E.1603) (the “CMB
Approval”) and the BRSA approval (dated 17 January 2017 and numbered 20008792-101.02.01[42]-E.941) (the
“BRSA Approval” and, together with the CMB Approval, the “Approvals”) required for the issuance of the Notes.
In addition to the Approvals, pursuant to Communiqué VI11-128.8 on Debt Instruments of the CMB (the
“Communiqué on Debt Instruments™), the Issuer is required to apply to the CMB for approval via electronic
signature on or before the Issue Date in order to proceed with the sale and issuance of the Notes; however, as of the
date of this Prospectus, the CMB’s system allowing such application has not become operational yet. Therefore,
unless such system becomes operational before the Issue Date, the written approval of the CMB (which might be in
the form of a tranche issuance certificate (tertip ihra¢ belgesi)) in respect of the Notes must be obtained by the
Issuer from the CMB on or before the Issue Date in order to proceed with the sale and issuance of the Notes. 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 have 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 Banking Law No. 5411 of 2005, as amended,
and its related legislation, the Capital Markets Law numbered 6362 and the Communiqué on Debt Instruments or its
related regulations.

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 transaction that qualifies as a sale or offering of Notes (or beneficial interests therein) by way
of public offering or private placement in Turkey may be engaged in. Notwithstanding the foregoing, pursuant to the
BRSA decision dated 6 May 2010 No. 3665 and the BRSA decision dated 30 September 2010 No. 3875 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) in offshore transactions 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 authorised by the BRSA or licensed brokerage institutions
authorised pursuant to CMB regulations and the purchase price is transferred through licensed banks authorised by



the BRSA. 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 such licensed banks.

Monies paid for purchases of Notes (or beneficial interests therein) are not protected by the insurance coverage
provided by the Savings Deposit Insurance Fund. The Issuer is required to notify Central Registry Istanbul (Merkezi
Kayit Istanbul) within three Istanbul business days from the Issue Date of the amount, the Issue Date, ISIN (if any),
interest commencement date, maturity date, interest rate, name of the custodian and currency of the Notes and the
country of issuance.

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 pursuant to Regulation S in offshore transactions to persons who are not U.S. persons (the “Regulation S
Notes™) will be represented by beneficial interests in a global note in registered form (the “Regulation S Global
Note” 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 institutions acting on behalf of beneficial owners as direct
and indirect participants in 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, beneficial
interests in the Regulation S Global Note will be represented through accounts of financial institutions acting on
behalf of beneficial owners as direct and indirect accountholders in Euroclear and Clearstream, Luxembourg.

In connection with the issue of the Notes, Citigroup Global Markets Limited (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,
stabilisation might not necessarily occur. Any stabilisation action 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, might cease 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 allotment 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 Bankasi 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, all references to “Turkish Lira” and “TL” refer to the lawful currency for the time being 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”,
“US$” and “$” refer to United States dollars.

The language of this Prospectus is English. Certain legal references and technical terms have been cited in their
original language in order that the correct technical meaning may be ascribed to them under applicable laws and
regulations. In particular, but without limitation, the titles of Turkish legislation and regulations and the names of
Turkish institutions referenced herein (and in the documents incorporated herein by reference) have been translated
from Turkish into English. The translations of these titles and names are direct and accurate.

ALTERNATIVE PERFORMANCE MEASURES

To supplement the Bank’s consolidated and unconsolidated financial statements presented in accordance with IFRS
or the BRSA Accounting and Reporting Regulation (as applicable), the Bank uses certain ratios and measures



included in this Prospectus that might be considered to be “alternative performance measures” (each an “APM?”) as
described in the ESMA Guidelines on Alternative Performance Measures (the “ESMA Guidelines™) published by
the European Securities and Markets Authority on 5 October 2015. The ESMA Guidelines provide that an APM is
understood as “a financial measure of historical or future financial performance, financial position, or cash flows,
other than a financial measure defined or specified in the applicable financial reporting framework.” The ESMA
Guidelines also note that they do not apply to APMs “disclosed in accordance with applicable legislation, other than
the applicable financial reporting framework, that sets out specific requirements governing the determination of such
measures.”

The APMs included in this Prospectus are not alternatives to measures prepared in accordance with IFRS and might
be different from similarly titled measures reported by other companies. The Bank’s management believes that this
information, when considered in conjunction with measures reported under IFRS, is useful to investors because it
provides a basis for measuring the organic operating performance in the periods presented and enhances investors’
overall understanding of the Group’s financial performance. In addition, these measures are used in internal
management of the Group, along with financial measures reported under IFRS, in measuring the Group’s
performance and comparing it to the performance of its competitors. In addition, because the Group has historically
reported certain APMs to investors, the Bank’s management believes that the inclusion of APMs in this Prospectus
provides consistency in the Group’s financial reporting and thus improves investors’ ability to assess the Group’s
trends and performance over multiple periods. APMs should not be considered in isolation from, or as a substitute
for, financial information presented in compliance with IFRS.

For the Group, measures that might be considered to be APMs in this Prospectus (and that are not defined or
specified by IFRS or any other legislation applicable to the Bank) include (without limitation) the following (such
terms being used in this Prospectus as defined below):

average spread: For a particular period, this is: (a) the weighted average interest rate of the Group’s average
interest-earning assets during such period minus (b) average interest-bearing liabilities.

cost-to-income ratio: For a particular period, this is: (a) the Group’s costs for such period, which are
calculated as the total operating expenses excluding impairment losses, net, reserve for employee severance
indemnities and foreign exchange and trading losses for such period, divided by (b) the Group’s income,
which is the operating income for such period 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 for such period.

loan-to-deposit ratio: As of a particular date, this is: (a) the total cash loans as of such date divided by (b) the
total deposits as of such date.

net interest income: For a particular period, this is total interest earned during such period minus total
interest expensed during such period.

net interest margin: For a particular period, this is net interest income during such period as a percentage of
total average assets during such period.

net yield: For a particular period, this is net interest income during such period as a percentage of average
interest-earning assets during such period.

non-performing loans to total cash loans and non-cash loans: As of a particular date, this is: (a) the total
non-performing loans (“NPLs”) as of such date divided by (b) the sum of total cash loans and non-cash
loans as of such date.

non-performing loans to total gross cash loans: As of a particular date, this is: (a) the total NPLs as of such
date divided by (b) the total cash loans as of such date.



operating expenses to total average assets: For a particular period, this is: (a) total operating expenses for
such period excluding impairment losses, net, depreciation and amortisation expenses, reserve for employee
severance indemnities and foreign exchange and trading losses for such period as a percentage of (b) total
average assets calculated as the average of the opening, quarter-end and closing balances for the applicable
period.

The following are definitions of certain terms that are used in the calculations of the APMs listed above (such terms
as so defined above having the same meaning when used elsewhere in this Prospectus):

average interest-earning assets: For a particular period, this is the average of the amount of interest-earning
assets as of the balance sheet date immediately prior to the commencement of such period (e.g., for any year,
December 31 of the previous year) and each intervening quarter-end date during such period.

average interest-bearing liabilities: For a particular period, this is the average of the amount of interest-
earning liabilities as of the balance sheet date immediately prior to the commencement of such period (e.g.,
for any year, December 31 of the previous year) and each intervening quarter-end date during such period.

total average assets: For a particular period, this is the average of the amount of total assets as of the balance
sheet date immediately prior to the commencement of such period (e.g., for any year, December 31 of the
previous year) and each intervening quarter-end date during such period.
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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 all the risks
inherent in making such an investment, including the information under the heading “Risk Factors” on pages 13 to 45
(inclusive) of the Base Prospectus (as supplemented through the date hereof) (the “Programme Risk Factors”), before
making a decision to invest. In investing in the Notes, investors assume the risk that the Issuer might 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 might not be aware of all
relevant factors and certain factors that it currently deems not to be material might become material as a result of the
occurrence of events outside the Issuer’s control. The Issuer has identified in the Programme Risk Factors a number of
factors that might materially adversely affect its business and ability to make payments due under the Notes. In addition, a
number of factors that are material for the purpose of assessing the market risks associated with the Notes are also
described in the Programme Risk Factors. Prospective investors should also read the detailed information set out
elsewhere in (or incorporated by reference into) this Prospectus and reach their own views prior to making any investment
decision; however, the Bank does not represent that the risks set out in the Programme Risk Factors or herein are
exhaustive or that other risks might not arise in the future.

The Programme Risk Factors are (except to the extent noted otherwise herein) incorporated by reference into this
Prospectus and, for these purposes, references in the Programme Risk Factors to “Notes” shall be construed as references
to the Notes described in this Prospectus.

In addition, for the purpose of the Notes, the Programme Risk Factors shall be deemed to be revised as follows (with
corresponding changes being deemed to be made elsewhere in the Base Prospectus):

@) The second paragraph of the risk factor titled “Risks Relating to Turkey — Global Financial Crisis and Eurozone
Crisis” on page 14 of the Base Prospectus of the Bank dated 24 March 2016 (the “Original Base Prospectus™)
is hereby deleted in its entirety and replaced by the following:

The global financial crisis and related economic slowdown also significantly impacted the Turkish economy and
the principal external markets for Turkish goods and services. During the global financial crisis, Turkey suffered
reduced domestic consumption and investment and a sharp decline in exports, which led to an increase in
unemployment. Since the implementation of fiscal and monetary measures in 2009, Turkey’s GDP has been
growing, albeit at low levels in recent years (source: Turkstat). While unemployment levels have also improved
since the depth of the financial crisis, they remain elevated. There can be no assurance that the unemployment
rate will not increase in the future. Continuing high levels of unemployment might affect the Group’s retail
customers and business confidence, which could impair its business strategies and have a material adverse effect
on its business, financial condition and/or results of operations.

In October 2016, the government announced a three year medium-term economic programme from 2017 to
2019. Under this programme, the government set growth targets of 4.4% for 2017 and 5.0% for each of 2018 and
2019, as well as a gradual decrease in the current account deficit-to-GDP ratio, according to the Ministry of
Development. There can be no assurance that these targets will be reached, that the Turkish government will
continue to implement its current and proposed economic and fiscal policies successfully or that the economic
growth achieved in recent years will continue considering external and internal circumstances, including the
Central Bank’s efforts to curtail inflation and simplify monetary policy, the current account deficit and
macroeconomic and political factors, such as changes in oil prices, uncertainty related with conflicts in Iraq and
Syria (See “-Terrorism and Conflicts”) and the political developments in Turkey, including the failed coup
attempt on 15 July 2016 and its aftermath and the uncertainty resulting from the referendum that will be held on
16 April 2017 to expand the powers of the president (see “-Political Developments”). On 12 December 2016,
Turkstat changed the method of calculation to determine economic growth in Turkey and revised the figures
announced for the previous periods that were calculated in line with the former method. Pursuant to the
calculations made using the new method, the GDP contracted by 1.8% in the third quarter of 2016. The GDP
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growth for the first quarter and second quarter of 2016 were each revised to 4.5% from 4.7% and 3.1%,
respectively, and the GDP growth in 2015 was revised to 6.0% from 4.1%.

Any of these developments might cause Turkey’s economy to experience macro-economic imbalances, which
might impair the Group’s business strategies and/or have a material adverse effect on the Group’s business,
financial condition and/or results of operations.

The second paragraph of the risk factor titled “Risks Relating to Turkey — Current Account Deficit” on page 15 of
the Original Base Prospectus is hereby amended by the addition of the following at the end thereof:

In 2016, Turkey’s current account deficit remained almost flat at US$32.6 billion (US$32.1 billion in 2015) due
to a decline in the cost of energy imports, which offset the deterioration in tourism revenues. Various events,
including geopolitical risks (see “-Terrorism and Conflicts”) and political circumstances following the attempted
coup in Turkey (see “-Political Developments™), might result in an increase in the current account deficit,
including due to the possible adverse impact on Turkey’s foreign trade and tourism revenues. See “-Emerging
Market Risks.”

The fifth paragraph of the risk factor titled “Risks Relating to Turkey — Current Account Deficit” on pages 15 and
16 of the Original Base Prospectus is hereby deemed to be deleted in its entirety and replaced by the following:

Turkey is an energy import-dependent country and recorded US$24.9 of net energy imports in 2016, which
declined from US$34.1 billion in 2015 and US$49.9 billion in 2014 due largely to the decline in the price of oil
(source: Turkstat, CBRT). In 2015 and 2016, Turkey’s current account deficit benefited from the recent declines
in the price of oil, which was partially offset by the weak performance of exports; however, this might be
reversed. Although the government has been heavily promoting new domestic energy projects, these have not yet
significantly decreased the need for imported energy and thus any geopolitical development concerning energy
security could have a material impact on Turkey’s current account balance. Even though the relatively low levels
of oil prices have supported the current account balance, the agreement among the members of the Organisation
of the Petroleum Exporting Countries (OPEC) to cut output (effective as of 1 January 2017) or any geopolitical
development concerning energy security and prices could have a material impact on Turkey’s current account
balance.

The paragraph under the risk factor titled “Risk Factors — Risks Related to Turkey — Inflation Risk” on page 17 of
the Original Base Prospectus is hereby deleted in its entirety and replaced by the following:

The Turkish economy has experienced significant inflationary pressures in the past with year-over-year
consumer price inflation rates over 100% during the 1990s; however, weak domestic demand and declining
energy prices in 2009 caused the domestic year-over-year consumer price index to decrease to 6.5% at the end of
2009 and to 4.0% in March 2011, which was the lowest level in many years. Consumer price inflation was 7.4%,
8.2%, 8.8% and 8.5% in 2013, 2014, 2015 and 2016, respectively, with domestic producer price inflation during
those years of 7.0%, 6.4%, 5.7% and 9.9%, respectively. The volatility of global prices of major commodities
such as ail, cotton, corn and wheat might increase supply-side inflation pressures throughout the world and might
result in an increase in inflation in Turkey. As of February 2017, annual consumer price inflation reached 10.1%
due to base effects on food, higher energy prices and the depreciation of the Turkish Lira, while annual producer
price inflation increased to 15.4% due to the sharp increase in commodity prices in Turkish Lira. The consumer
price inflation exceeded the Central Bank’s inflation target of 5.0% in 2016 and the Central Bank announced that
its inflation expectation for 2017 is 8.0%. Recent measures taken by the government to increase domestic
demand, such as promoting new loan facilities and adjusting tax rates, might have an adverse effect on inflation
by creating upward risks. If the level of inflation in Turkey were to continue to fluctuate or increase significantly,
then this could have a material adverse effect on the Group’s business, financial condition and/or results of
operations.
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The second sentence of the first paragraph of the risk factor titled “Risks Relating to Turkey — Risks Related to
Turkey — Government Default” on page 19 of the Original Base Prospectus is hereby deleted in its entirety and
replaced by the following:

As of 31 December 2016, 78.0% of the Group’s total securities portfolio (12.2% of its total assets and equal to
103.1% of its shareholders’ equity) was invested in securities issued by the Turkish government.

The second paragraph of the risk factor titled “Risks Relating to the Group’s Business — Counterparty Credit
Risk” on page 20 of the Original Base Prospectus is hereby deleted in its entirety and replaced by the following:

As of 31 December 2016, 8.1% and 10.1% of the Group’s performing cash loans excluding financial leases and
factoring receivables were credit card and general purpose consumer loans, respectively, which historically have
had among the highest rate of payment default and are uncollateralised. The percentage of NPLs increased from
3.1% as of 31 December 2014 to 3.3% as of 31 December 2015 and then decreased to 3.2% as of 31 December
2016. Changes in NPL ratios can occur for various reasons, including changes in the levels of new NPLs,
collection performance and the amount and nature of the Group’s cash loans. For example, the level of NPLs
might rise due to the challenging political and economic operating environment in Turkey, including as a result
of foreign exchange volatility, and the Group’s focus on the lending growth toward higher-yielding consumer
and SME loans. While the Bank’s management does not expect a material change in the NPL ratio in 2017, such
will depend upon numerous factors. For instance, due to adverse market conditions and challenges in the
shipping industry, the Group classified some of its Group Il loans in a sub-segment of the shipping industry as
NPLs and consequently reassigned certain general provisions to specific provisions for these NPLs (TL 120,000
thousand in 2015 and TL 130,000 thousand in 2016). The Bank also has increased its general reserves as a result
of potential NPLs in the shipping sector. In addition, the Group granted loans amounting to US$951.4 million
and €7.7 million to a shareholder of a strategically important company operating in the telecommunications
sector and, even though the borrower defaulted in its payment, such loans were classified as performing loans in
line with the BRSA Accounting and Reporting Regulation and the International Accounting Standards and
recorded as such in the BRSA Financial Statements and the IFRS Financial Statements, each as of and for the
year ended 31 December 2016; however, the Bank might decide to re-classify such loan as an NPL in the future
in line with the applicable laws and regulations. Additionally, the Group’s exposures to certain borrowers
(particularly for loans for infrastructure and energy projects) are large and the Group is likely to continue making
such large loans where such an investment is determined by the Group to be a credit-worthy transaction. The
Group’s exposure to credit risk could lead to a material adverse effect on the Group’s business, financial
condition and/or results of operations.

In 2014, 2015 and 2016, the Group periodically sold portions of its NPL portfolio when market conditions were
attractive to do so. In 2016, NPLs amounting to TL 1,310,763 thousand were sold for a consideration of
TL 129,836 thousand (TL 180,791 thousand and TL 34,443 thousand, respectively, in 2015 and TL 292,490
thousand and TL 57,105 thousand, respectively, in 2014). If the Group had not sold part of its NPL portfolio
during these years, then the Bank’s NPL ratios as of 31 December 2014, 2015 and 2016 would have been higher.

On a Bank-only basis, SMEs accounted for 24.7%, 24.1% and 21.7% of total NPLs as of 31 December 2014,
2015 and 2016, respectively. The Bank’s NPL ratios for SME loans were 3.81%, 4.47% and 4.34%, respectively,
as of such dates. A negative impact on the financial condition of the Group’s SME customers or the inability of
the Group to sell a part or all of its NPL portfolio might have a material adverse effect on the Group’s business,
financial condition and/or results of operations.

The first paragraph of the risk factor titled “Risks Relating to the Group’s Business — Competition in the Turkish
Banking Sector” on page 21 of the Original Base Prospectus is hereby deleted in its entirety and replaced by the
following:

The Group faces significant and continuing competition from other participants in the Turkish banking sector,
including both state-controlled and private banks in Turkey as well as many subsidiaries and branches of foreign
banks and joint ventures between Turkish and foreign shareholders. A small number of these banks dominate the
banking industry in Turkey. According to the BRSA sector data, as of 31 December 2016, there was a total of 50
banks (including domestic and foreign banks, including participation banks, but excluding the Central Bank)
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licensed to operate in Turkey, with the top seven banking groups (including the Group), three of which were
state-controlled, holding approximately 72% of the banking sector’s total loan portfolio in Turkey (including
participation banks and development and investment banks), 70% of the total bank assets (including participation
banks and development and investment banks) in Turkey and approximately 75% of the total customer deposits
in Turkey. State-controlled banks in Turkey have historically had access to very inexpensive funding in the form
of significant Turkish government deposits, which has provided them a competitive advantage over private
banks. This competitive advantage has often resulted in such banks adopting aggressive pricing strategies on
both deposit and loan products.

The eight paragraph of the risk factor titled “Risks Relating to the Group’s Business — Banking Regulatory
Matters” on page 23 of the Original Base Prospectus is hereby amended by the addition of the following at the
end thereof:

In June 2016, the BRSA published a regulation (which is amended from time to time) that will replace the
Regulation on Provisions and Classification of Loans and Receivables as of 1 January 2018 in order to ensure
compliance (by 1 January 2018) with the requirements of IFRS and the Financial Sector Assessment Programme,
which is a joint programme of the International Monetary Fund and the World Bank. This regulation requires
banks to adopt IFRS 9 principles (unless an exemption is granted by the BRSA) related to the assessment of
credit risk by the end of 2017 and to set aside general provisions in line with such principles.

The fourth sentence of the first paragraph of the risk factor titled “Risks Relating to the Group’s Business —
Foreign Exchange and Currency Risk” on page 25 of the Original Base Prospectus is hereby deleted in its
entirety and replaced by the following:

As of 31 December 2016, 48% of the Group’s total loans and advances to customers and banks, of which 55%
was in U.S. dollars and 41% was in euro, as well as a significant portion of its off-balance sheet commitments
such as letters of credit, were foreign currency-risk-bearing.

The third sentence of the second paragraph of the risk factor titled ““Risks Relating to the Group’s Business —
Liquidity Risk™ on page 26 of the Original Base Prospectus is hereby deleted in its entirety and replaced by the
following:

The rate of growth of loans and advances (including leasing and factoring receivables) to the Group’s customers
has in recent years outpaced the rate of growth of deposits from the Group’s customers, leading to a trend of
increases in the Group’s loan-to-deposit ratio, which was 111.0%, 112.5% and 115.3% as of 31 December 2014,
2015 and 2016, respectively.

The fourth sentence of the first paragraph of the risk factor titled “Risks Relating to the Group’s Business —
Foreign Currency Borrowing and Refinancing Risk” on page 28 of the Original Base Prospectus is hereby
deleted in its entirety and replaced by the following:

As of 31 December 2016, the Group’s total foreign currency-denominated loans and advances from banks and
subordinated liabilities with maturities of one year or more constituted 8% of its consolidated liabilities and
equalled 15% of its foreign currency-denominated assets with maturities of one year or more (8% and 15%,
respectively, as of 31 December 2015), and approximately 27% of the Group’s foreign currency-denominated
borrowing (including subordinated liabilities) was sourced from international banks, multilateral institutions and
“future flow” transactions (25% as of 31 December 2015).

The first sentence of the first paragraph of the risk factor titled “Risks Relating to the Group’s Business —
Reduction in Earnings on Securities Portfolio” on page 28 of the Original Base Prospectus is hereby deleted in
its entirety and replaced by the following:

The Group has historically generated a portion of its interest and similar income from its securities portfolio,

with interest and similar income derived from the Group’s securities portfolio in 2014, 2015 and 2016
accounting for 23.1%, 19.1% and 16.3%, respectively, of its total interest income (and 17.4%, 14.9% and 12.9%,
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respectively, of its gross operating income, including trading gains on securities, before deducting interest
expense and fee and commission expense).

The first paragraph of the risk factor titled “Risks Relating to the Group’s Business — Audit Qualification” on
page 34 of the Original Base Prospectus is hereby deleted in its entirety and replaced by the following:

The Group’s audit reports for the years ended 31 December 2014, 2015 and 2016 were qualified with respect to
general provisions that were allocated by the Group. In 2009, the Group’s management elected to take an
additional TL 330,000 thousand general provision in order to act conservatively in the context of the uncertainty
created by the global financial crisis. The Bank’s management decided to maintain this general provision in 2010
and 2011, and elected to take a further TL 90,000 thousand provision in 2011. This general provision remained
outstanding in the Group’s financial statements during 2012; however, in 2013 the Bank’s management reversed
TL 115,000 thousand of these provisions. In 2014, the Bank’s management decided to increase the level of
general provisions by TL 80,000 thousand to TL 415,000 thousand in total, and, in 2015, the Bank’s
management decided that certain related risks had diminished and reversed TL 73,000 thousand of these
provisions, resulting in general provisions being TL 342,000 thousand as of the end of 2015. In 2016, the Bank’s
management again decided that certain related risks had diminished and reversed a further TL 42,000 thousand
of these provisions, leaving the remaining provisions at TL 300,000 thousand as of 31 December 2016.
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DOCUMENTS INCORPORATED BY REFERENCE

The following documents (or the indicated parts thereof) 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:

(@)

(b)

(©)

the sections of the Original Base Prospectus as supplemented on 12 May 2016, 29 July 2016, 31 August 2016,
26 October 2016 and 8 March 2017 (the “Base Prospectus”), relating to the Programme, titled as set out in the
table below (it being understood that each such supplement is also incorporated by reference herein and the
sections of the Original Base Prospectus set out in the table below should be read in conjunction with such
supplements):

Page references

(inclusive)
Cautionary Statement Regarding Forward-Looking Statements...........cccccovvvevennnnnnn, 5
U.S. INFOIMELION....c.iiiiieiiieice bbb b e 6
Available INFOrMAation .........coviiiii e 6
Presentation of Financial and Other Information .............ccccooeiiiiniiiiic e 6to11
RISK FACLOTS. ...ttt bbbt e e nee e nras 13to 45
Enforcement of Judgments and Service of ProCess........ccooeoeiireieicieiieenecse e 46
Overview of the Group and the Programme.........cccoeeeieeieienene e e 49to 51
FOImM Of the NOTES......eeieeieicie e 58 to 62
Terms and Conditions Of the NOES ........ccccriiiii e 79 to 112
USE OF PPOCEEAS ......ceveieieiie ettt ettt bbb 113
Summary Financial and Other Data..........cccccevvviieieeieiee e 114 to 116
Capitalisation 0f the GrOUP ........cccviiiicieice e 117
The Group and itS BUSINESS.......ccviviirieereieseesiesiesteseseeseeseesieseesresiessesseeseesseseessessesnens 118 to 141
TS T o LT g | 142 to 145
IMIBNAGRIMENT ...ttt e b e bbbt a bbb e st e et e e sbe e sbeeneesnnas 146 to 158
L@ T 1T 6] 1T o OSSOSO 159 to 162
Related Party TranSaCtiONS .........cooiiieiiiireeie ettt 163 to 164
Turkish BanKing SYSIEM ........oouiiiiiiie ittt sne s 165 to 167
Turkish Regulatory ENVIFONMENT ...........ccoiiiiiiiiiiiiieeeeeee e 168 to 193
BOOK-ENtry ClIearanCe SYSEMS........cceiueiiiieieieeite ettt 194 to 198
LI G LE T 2 SRS SOTR 199 to 202
Certain Considerations for ERISA and other U.S. Employee Benefit Plans................. 203
Subscription and Sale and Transfer and Selling Restrictions.........cc.ccocvevvvcreiescnienn, 204 to 214

the independent auditors’ audit reports and audited consolidated IFRS financial statements of the Group as of and
for each of the years ended 31 December 2014, 2015 and 2016 (including any notes thereto and the independent
auditor’s report thereon, the “IFRS Financial Statements™); and

the independent auditors’ audit reports and audited consolidated and unconsolidated BRSA financial statements
of the Bank as of and for each of the years ended 31 December 2014, 2015 and 2016 (including any notes thereto
and the independent auditor’s report thereon, the “BRSA Financial Statements”).

Following the publication of this Prospectus, a supplement might 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 Prospectus that is capable of
affecting the assessment of the Notes.

Any statement contained in a document (or a portion thereof) that is incorporated by reference herein shall be
modified or superseded for the purpose of this Prospectus to the extent that a statement contained herein or in any
other document (or, as applicable, relevant portion thereof) incorporated by reference herein, or in any
supplement hereto, modifies or supersedes such earlier statement (whether expressly, by implication or otherwise).
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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 translations of the corresponding Turkish language BRSA Financial Statements (which translations the
Bank confirms were direct and accurate).

Copies of documents (or parts thereof) incorporated by reference into this Prospectus are available on the Bank’s website
at:

@) https://www.garantiinvestorrelations.com/en/debt-information/detay/2016BaseProspectus/48/473/0 (with respect
to the Original Base Prospectus);

(b) https://www.garantiinvestorrelations.com/en/debt-information/detay/2016Supplements/48/473/0 (with respect to
the first supplement dated 12 May 2016 to the Base Prospectus);

(@) https://www.garantiinvestorrelations.com/en/debt-information/detay/2016Supplements/48/473/0 (with respect to
the second supplement dated 29 July 2016 to the Base Prospectus);

(d) https://www.garantiinvestorrelations.com/en/debt-information/detay/2016Supplements/48/473/0 (with respect to
the third supplement dated 31 August 2016 to the Base Prospectus);

(e) https://www.garantiinvestorrelations.com/en/debt-information/detay/2016Supplements/48/473/0 (with respect to
the fourth supplement dated 26 October 2016 to the Base Prospectus);

f https://www.garantiinvestorrelations.com/en/debt-information/detay/2016Supplements/48/473/0 (with respect to
the fifth supplement dated 8 March 2017 to the Base Prospectus);

(9) https://www.garantiinvestorrelations.com/en/financial-information/IFRS-Financial-Statements-full-report/IFRS-
Financial-Reports/68/0/0 (with respect to the IFRS Financial Statements);

(h) https://www.garantiinvestorrelations.com/en/financial-information/Consolidated-Financial-Statements-full-
report/BRSA-Consolidated-Financials/66/0/0 (with respect to the consolidated BRSA Financial Statements); and

Q) https://www.garantiinvestorrelations.com/en/financial-information/Bank-Only-Financial-Statements-full-
report/BRSA-Unconsolidated-Financials/66/0/0  (with respect to the unconsolidated BRSA Financial
Statements).

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 (or parts of which are incorporated) by reference into the documents incorporated by reference into 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.
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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 elsewhere in this
Prospectus (including in the Base Prospectus). See, in particular, “Terms and Conditions of the Notes” set out on
pages 79 to 112 of the Original Base Prospectus.

Issue: US$500,000,000 5.875% Notes due 2023 issued under the
US$6,000,000,000 Global 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., 16 March 2017) at the rate of 5.875% per annum,
payable semi-annually in equal instalments in arrear on each
Interest Payment Date (i.e., 16 March and 16 September 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.

Unless previously redeemed or purchased and cancelled as

Maturity Date: provided in the Conditions, the Notes will be redeemed by
the Bank at their principal amount on the Maturity Date (i.e.,
16 March 2023).

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 Condition4) unsecured
obligations of the Bank and (subject as provided above) will
rank pari passu without any preference among themselves,
with all 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 uncalled 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 arrangement (whether or not it includes the giving
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Certain Covenants:

Taxation (Payment of Additional Amounts):

Optional Redemption for Tax Reasons:

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 Interest is provided
as is 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 behalf 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
shall 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 Early Redemption
Amount (as such is specified in the Final Terms) together
with interest accrued and unpaid 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 10 March
2017, on the next Interest Payment Date, the Bank
would be required to:

Q) pay additional amounts as provided or
referred to in Condition 9, and
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Events of Default:

Form, Transfer and Denominations:

ERISA:

(i) make any withholding or deduction for, or
on account of, any Taxes imposed or
levied by or on behalf of the Relevant
Jurisdiction at a rate in excess of the
prevailing applicable rates on 10 March
2017, 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.
The holder of any Note may give notice to the Bank that
such Note is, and it shall accordingly forthwith become,
immediately due and repayable at its Early Redemption
Amount, together with interest accrued and unpaid to (but
excluding) the date of repayment, if any Event of Default
shall have occurred and be continuing. See “Terms and
Conditions of the Notes — Condition11” in the Base
Prospectus.

Notes offered and sold in reliance upon Regulation S will be
represented by beneficial interests in the Regulation S Global
Note, 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 Rule 144A will be
represented by beneficial interests in the Rule 144A 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 Regulation S 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 US$200,000 and
integral multiples of US$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
Title I of the United States Employee Retirement Income
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Governing Law:

Listing and Admission to Trading:

Turkish Selling Restrictions:

Other Selling Restrictions:

Risk Factors:

Issue Price:

Security Act of 1974, as amended, a “plan” as defined in and
subject to Section 4975 of the U.S. Internal Revenue Code
of 1986, as amended (the “Code”), or any entity whose
underlying assets include “plan 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 the Notes
(or 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) except to
QIBs in reliance upon the exemption from the registration
requirements of the Securities Act provided by Rule 144A 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 beneficial interests
therein) is also subject to restrictions in the European
Economic Area (including the United Kingdom), Japan,
Switzerland, the PRC and the Hong Kong Special
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 might affect the Issuer’s ability
to fulfil its obligations under the Notes. The material of 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.”

100.00% of the principal amount of the Notes.
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Yield: 5.875% per annum.

Regulation S Global Note Security Codes: ISIN: XS1576037284
Common Code: 157603728
Rule 144A Global Note(s) Security Codes: CUSIP: 90014QAB3
ISIN: US90014QAB32
Common Code: 157820486
Representation of Noteholders: There will be no trustee.
Expected Ratings: “BBB-" (stable outlook) by Fitch and Bal” (stable 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 York Branch
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following discussion and analysis should be read in conjunction with the Group’s IFRS Financial Statements
incorporated by reference into this 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 Factors Affecting 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 might 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 Statement Regarding Forward-Looking Statements”
in the Base Prospectus and “Risk Factors.” The following describes the most significant of such factors since the
beginning of 2014,

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:

2012 2013 2014 2015 2016
GDP (real)™@ ..o 4.8% 8.5% 5.2% 6.1% 2.2%%
Consumer price index™ ..., 6.2% 7.4% 8.2% 82% 85%
Producer price index™) ........ccoocovveeireeiinnn. 2.5% 7.0% 6.4% 56%  9.9%
Period-end Central Bank overnight TL

FAE™ oo 5.00% 7.75% 11.09% 10.75%  8.50%
Daily average TL/$ exchange rate® ............... 1.78 1.88 2.16 2.70 3.02
Daily average TL/€ exchange rate® ............... 2.28 2.50 2.87 2.99 3.34

(1) As published by TurkStat.

(2) On 12 December 2016, Turkstat changed the method of calculation to determine economic growth in Turkey and revised the figures
announced for the previous periods that were calculated in line with the former method. The figures in this table reflect the GDP growth
revised in line with the calculations made with the new method.

(3) Reflects the real GDP growth in the first nine months of 2016 compared to the same period of 2015.

(4) The overnight borrowing rate announced by the Central Bank. The Central Bank announces the weekly repo lending rate as the reference rate,
which was 8.25% as of 31 December 2014, 8.78% as of 31 December 2015 and 8.50% as of 31 December 2016.

(5) The Turkish Lira exchange rate for purchases of U.S. dollars announced by the Bank.

(6) The Turkish Lira exchange rate for purchases of euro announced by the Bank.

The Central Bank held an interim meeting on 28 January 2014 and announced a significant rate increase in order to
balance the risks associated with the increased volatility in capital flows observed at the end of 2013 due to domestic
political concerns. As a result of this tight monetary policy and other measures taken by the BRSA to dampen consumer
lending, domestic demand weakened and a significant improvement was observed in the current account deficit in 2014 of
US$43.6 billion compared to US$63.6 billion for 2013. Along with a decline in uncertainties and the improvement in risk
premium indicators in early 2014, market interest rates fell across all maturities. In 2014, the Group’s loan portfolio grew
by 12.8%.This growth was driven by an increase in business banking loans and more profitable retail products in Turkish
Lira such as mortgages and general purpose loans.
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In 2015, in nominal terms, the Turkish Lira depreciated against the U.S. dollar by 25.4%; however, on a real basis, based
upon the CPl-based real effective exchange rate, there was only a 7.1% real depreciation compared to year-end 2014. In
particular, the value of the Turkish Lira depreciated against major currencies in 2015 largely due to the increased risk
perception in global markets regarding the market’s expectation of U.S. Federal Reserve’s increase of the U.S. federal
funds rate and the uncertainty resulting from the general elections in Turkey and other political events described under
“Risk Factors — Risks Relating to Turkey — Political Developments.” Against these developments, the Central Bank
prepared a roadmap to react to a possible rate increase by the U.S. Federal Reserve. In December 2015, the U.S. Federal
Reserve raised the U.S. federal funds rate by 0.25%. Instead of responding to the U.S. Federal Reserve’s actions by
changing the interest rates and implementing the roadmap, the Central Bank tightened further the liquidity of the Turkish
Lira. This initial step by the U.S. Federal Reserve towards normalisation reduced some volatility, permitting the Turkish
Lira and certain other emerging market currencies to appreciate in the short-term.

The Turkish Lira depreciated against the U.S. dollar by 20.6% in 2016 in nominal terms, reaching its then-lowest level
against the U.S. dollar, mainly due to uncertainty resulting from domestic political developments (see “Risk Factors —
Risks Relating to Turkey — Political Developments™), the result of the presidential election in the United States and the
expectation of a rate increase by the U.S. Federal Reserve. The Central Bank’s average funding rate increased to 9.1% in
February 2016, but then decreased to 8.3% as of 30 December 2016 as a result of the measured steps towards
normalisation according to the roadmap published in August 2015. On 24 March 2016, the Central Bank took its first step
towards normalisation and reduced its upper limit of the interest rate corridor by 25 basis points to 10.50% due to the
reduction in the need for a wide interest rate corridor in line with the easing of global volatility and gradually reduced the
upper limit of its interest rate corridor further to 8.25% as of 22 September 2016. On 24 November 2016, the Central
Bank started to increase the upper limit of its interest rate corridor (lending rate), increasing such rate by 25 basis points
and, on 24 January 2017, increasing it further by 75 basis points to 9.25%, due to the depreciation of the Turkish Lira. On
24 November 2016, the Central Bank increased its one-week repo rate by 50 basis points to 8.00%, while holding its
overnight borrowing rate unchanged at 7.25%. In January 2017, the Central Bank increased its overnight lending rate by
75 basis points to 9.25% and its late liquidity window by 100 basis points to 11.00%. Accordingly, the Central Bank
increased its average funding rate to 10.50% by allocating a higher share from the late liquidity window.

In 2015 and 2016, Bank-only loan growth was 18.5% and 17.0%, respectively, principally driven by consumer demand
and the Group’s strategy to focus on more profitable products, such as retail and SME loans.

In December 2016, the Turkish government announced that the Undersecretariat of Treasury will provide a guarantee for
SME loans up to an aggregate amount of TL 250 billion via the Credit Guarantee Fund (Kredi Garanti Fonu), which aims
to boost economic growth, support high potential companies that have difficulty accessing funding due to collateralisation
constraints and help Turkish banks to grow by allowing 0% risk weight to be applied to the guaranteed portion of these
loans. Banks are assigned certain limits to grant these loans and the amount corresponding to 85% of such limit will be
guaranteed by the Undersecretariat of Treasury. The guarantee also extends to NPLs from these SME loans that constitute
up to 7% of a bank’s NPL levels. If the NPLs from these loans exceed 7% of a bank’s NPL ratio, then the banks will bear
the risk.

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 (46.7% of total assets and 59.4% of total liabilities as of 31 December 2016). 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 3.1% and 3.4%,
respectively, as of 31 December 2016, (4.6% and 6.0%, respectively, as of 31 December 2015 and negative 9.0% and
negative 5.7%, respectively, as of 31 December 2014).

The Group had a long foreign currency position of US$152 million as of 31 December 2016, while it had a long foreign
currency position of US$401 million as of 31 December 2015 and a short foreign currency position of US$1,199 million
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as of 31 December 2014. The following table provides the Group’s net open position in different currencies as of the
indicated dates:

As of 31 December
2014 2015 2016

(millions)
U.S. dOlars ....c.coveeviiiieiicccccecees e $(941)  $133 $(70)
1] T €(591) €84 €79
Other currencies™ ..........c.cooeeeevveeeerereeeseeesseeeienen $457  $177 $140
Total net foreign exchange position®@ ................. $(1,199)  $401 $152

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

The Group translates its foreign currency assets and liabilities, as well as interest earned or paid on such assets and
liabilities, and gains or losses realised upon the sale of such assets, to Turkish Lira in preparing its financial statements at
the foreign exchange rate on the balance sheet date. 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 Lira against its principal trading currencies. The Group
generally seeks to 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 2014, 2015 and 2016, the Group had
moderate net foreign exchange gains or losses (after giving effect to the Group’s hedging strategy and other off-balance
sheet positions) in each such period — net foreign exchange gains of TL 1,031,033 thousand in 2014 and TL 880,370
thousand in 2015 and net foreign exchange losses of TL 235,417 thousand in 2016. The foreign exchange gains in 2014
and 2015 resulted from overall management of the Group’s foreign currency position. The foreign exchange losses in
2016 was mainly due to the volatility of the Turkish Lira. See also “Operating Income - Other Operating Income” and
“Operating Expenses” in “Analysis of Results of Operations for the Years Ended 31 December 2014, 2015 and 2016.”

Exchange rate movements also affect the Turkish Lira-equivalent 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 rates in 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 2016, 37.6% of the Bank’s Turkish Lira-denominated cash loan portfolio had a maturity of one year or less
and 20.1% of such portfolio carried a floating rate of interest (35.5% and 17.5% and 38.9% and 18.0% as of 31 December
2014 and 2015, 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.
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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, 6.16%, 61.3% and 62.5% of the Bank’s interest-earning
assets were fixed-rate as of 31 December 2014, 2015 and 2016, respectively); however, 35.8% of the Group’s securities
portfolio consisted of consumer price index-linked securities as of 31 December 2016 (34.3% and 36.1% as of
31 December 2014 and 2015, respectively). The Group’s yield on its securities has been declining mainly due to the
redemption of older securities and lower CPI readings; however, the Group’s net interest margin increased in 2015 and
2016 due to an increasing interest rate environment.

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

2014 2015 2016
Net interest margin.........cccoccecevvvviennnns 4.12% 4.71% 4.90%
Turkish Lira assets.........ccovvvrvvrernne 5.44% 6.35% 6.83%
Foreign currency assets ..........coceveenene 1.80% 2.02% 1.88%
Average spread
Turkish Lira assets/liabilities.............. 3.48% 3.73% 4.59%
Foreign currency assets/liabilities ...... 2.47% 2.271% 2.25%

In January 2014, to counter a significant depreciation in the Turkish Lira, the Central Bank held an interim Monetary
Policy Committee meeting and increased its overnight TL borrowing rate to 8.00% from 3.50%, its one-week repo rate to
10.00% from 4.50% and its overnight lending rate to 12.00% from 7.75%. While such increases resulted in a limited
increase in the Group’s short-term funding costs and negatively affected the Bank’s net interest margin due to the maturity
mismatch between deposits and loans, they also led to a deceleration in loan growth and an increase in deposit funding
costs in the Turkish market as banks reflect the increased rates in the loan and deposit interest rates and, as a result, the
impact on the Bank’s net interest margin was limited.

The improvement in net interest margins and spreads of the Group in 2015 and 2016 was principally due to the Bank’s
management’s primary focus on profitability through sustainable core banking revenue generators.

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

2014 2015 2016
Net interest margin..........cc.cceeevennnne. 3.4% 3.5% 3.8%
Average Spread .........cccoeeeeereeeenenens 2.0% 3.5% 4.2%

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

Significant 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 2014, 2015 and 2016, accounting for 23.1%, 19.1% and
16.3%, respectively, of its total interest income (and 17.4%, 16.9% and 14.1%, 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 36.0%
of the Group’s other operating income in 2015 and 21.6% in 2016 (no such gains were realised in 2014).
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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 while interest income from securities
will continue to contribute to net profits, trading gains will not continue to be as large going forward and that the
percentage of its assets invested in securities will remain constant or slightly decrease as loan demand keeps accelerating
due to the continued (though limited) growth in the Turkish economy.

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 18.6%, 16.8% and 15.3%, respectively, of the Group’s total assets as of
31 December 2014, 2015 and 2016. The share of the Group’s investment securities portfolio in its total assets decreased in
2015 and 2016 as the Group increased its cash loan lending, in part due to higher loan demand and the Group’s strategy to
improve its net interest margin. 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 2014, 2015 and 2016; 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 IFRS Financial Statements and “Selected Statistical 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 1,564,359 thousand in 2014 to TL 1,806,973 thousand (a
15.5% increase) in 2015, and further increased to TL 2,390,090 thousand (a 32.3% increase) in 2016. The ratio of the
Group’s non-performing loans to total gross cash loans increased from 3.1% as of 31 December 2014 to 3.3% as of
31 December 2015. In 2015, the ratio of non-performing loans to total gross cash loans increased due to new NPLs as a
result of the Group’s conservative risk approach. In 2016, the ratio of non-performing loans to total gross cash loans
decreased to 3.2% due to strong collection performance supported by debt sales. For instance, due to adverse market
conditions and challenges in the shipping industry, the Group classified some of its Group Il loans in a sub-segment of the
shipping industry as NPLs and consequently reassigned certain general provisions to specific provisions for these NPLs
(TL 120,000 thousand in 2015 and TL 130,000 thousand in 2016).

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 “Significant 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 an
additional TL 330,000 thousand general provision in order to act conservatively in the context of the uncertainty created
by the global financial 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 2010 and 2011, and elected to take a further TL 90,000 thousand provision in 2011. This general provision
remained outstanding in the Group’s financial statements during 2012; however, in 2013 the Bank’s management reversed
TL 115,000 thousand of these provisions. In 2014, the Bank’s management decided to increase the level of general
provisions by TL 80,000 thousand to TL 415,000 thousand in total, and, in 2015, the Bank’s management decided that
certain related risks had diminished and reversed TL 73,000 thousand of these provisions. In 2016, the Bank’s
management further reversed TL 42,000 thousand of these provisions. As a result, as of 31 December 2016, the Group’s
general reserves amounted to TL 300,000 thousand. Deloitte has qualified its audit reports included in the IFRS Financial
Statements 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.
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Significant Accounting Policies

The Group’s accounting policies are integral to understanding its results of operations and financial condition presented in
the IFRS Financial Statements. The Group’s significant accounting policies under IFRS are described in the notes
included in 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 all amounts due (principal and interest) according to the original contractual terms of a
loan, then the loan is considered impaired and classified as a “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 as impaired.

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 per the effective
interest rate method, the Group’s trading securities and available-for-sale investment securities (which collectively
represented 54.4% of the Group’s total securities portfolio as of 31 December 2015 and 52.0% as of 31 December 2016)
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
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are also recognised in income. 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

2014 2015 2016
(TL thousands)
Financial assets at fair value through profit or loss ........ 1,086,670 660,193 1,086,299
Investment securities available-for-sale ............ccccoe.i. 23,530,111 24,755,577 23,983,255
TOLAl oo 24,616,781 25,415,770 _ 25,069,554

Fair value is defined as the value at which a position could be closed out or sold in a transaction with a willing and
knowledgeable unrelated party, without any deduction for transaction costs. The Group estimates fair value using quoted
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 2016,
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 0.2% of its total assets (representing approximately the
same ratio as of 31 December 2015).

Besides the trading securities and available-for-sale securities, the Group also 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 other operating expenses 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 1AS 39, are treated
as derivatives held-for-trading. Derivative financial instruments are recognised in the balance sheet at their fair value.

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
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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 severally 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 IFRS Financial
Statements in accordance with 1AS 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 21.1% in 2014, 20.0% in 2015 and 20.3% in
2016. 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 financial 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.

Restatements and Accounting Policy Changes

Due to the aforementioned accounting policy changes, the Group’s financial statements for 2014 were restated as per
IAS 8. See “Presentation of Financial and Other Information - Accounting Policy Changes” in the Base Prospectus for
further information.

Since 31 December 2015, the existing commitment contracts for unused credit limits and promotions of credit cards,
cheques and loans to customers, commitments for loan granting and other revocable and irrevocable commitments are
reviewed as per the requirements of 1AS 37 (“Provisions, Contingent Liabilities and Contingent Assets”) and certain
contracts are excluded.

As of 31 December 2016, in accordance with IAS 1 (“Presentation of Financial Statements”), the interest portion of
derivative transactions performed for margin management purposes are reclassified from “trading gains/(losses), net” to
“interest on borrowings, obligations under repurchase agreements and money market fundings.”

Due to the aforementioned accounting policy changes, the Group’s financial statements for 2015 were restated as per
IAS 8. The table below sets out the effects of the adjustments to certain financial information of the Group for 2015:
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As of 31 December 2015 Reported Adjustments Restated

(TL thousands)
Interest on Borrowings, Obligations Under
Repurchase Agreements and Money Market and (1,926,483) (1,151,569) (3,078,052)
Swap FUNAINGS ..o
Trading LOSSES, NEL......covevveieicicese e (1,732,842) 1,151,569 (581,273)
Other Operating INCOME .......ccovevvvieieierieeeci e 281,581 (60,843) 220,738
Salaries and WagesS........ccvevveieieisiesesiesieieees e (2,128,603) 247,387 (1,881,216)
Employee benefits .... (516,343) (247,387) (763,730)
Depreciation and amortisation (346,837) 60,843 (285,994)
Commitments for unused credit limits and
promotions of credit cards, cheques and loans to 45,969,931 (5,118,367) 40,851,564

customers, commitments for loan granting and other
revocable and irrevocable commitments...................

Key Performance Indicators

The Group calculates certain ratios in order to measure its performance and compare it to the performance of its
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:
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As of (or for the year ended) 31 December

Ratios 20140 2015 2016

Net INTEreSt MArGIN ........ooveriiiiiiieeee e 3.4% 3.5% 3.8%

Adjusted net interest Margin® ..o 2.7% 2.8% 3.0%

Net yield 4.3% 4.5% 5.1%

Adjusted net interest income as a percentage of average interest-

AIMING BSSELSD ... 4.0% 4.0% 3.9%
Net fee and commission income to total operating income.................... 26.5% 23.4% 23.2%
COSt-t0-INCOME TR0 ........ooveeee e 50.6% 53.4% 45.4%
Operating expenses to total average aSSetS.........ocovererererereeieeneneniens 2.2% 2.3% 2.2%
Non-performing loans to total gross cash 10ans..............ccocoeeniiiniennnn 3.1% 3.3% 3.2%
Free capital ratio™ ..........coccovvvvereeeee e 10.3% 9.6% 9.3%
Group’s capital adequacy ratios®

Tier | capital adequacy ratio®...........cc.ccoovveeeeverireeeeeseee s 12.77% 12.82% 13.59%

Total capital adequacy ratio® ...........cc.ccocvveeieeriesriesiisseessesons 13.86% 13.53% 14.67%
Allowance for probable loan losses to non-performing loanst” ............. 96.3% 89.6% 75.4%
Return on average total assets® 1.7% 1.5% 1.8%
Return on average shareholders’ equity®®.... 15.1% 13.1% 14.8%
Loan-to-depoSit FAtio ........cccovovririririrricc s 111.0% 112.5% 115.3%
Loan 10ss provisions/gross 10aNS ..........ccccvvvveieeiesieenesesese s seeeeee s 1.0% 1.0% 1.1%
(1) 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).

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

(3) If “income” were calculated without subtracting impairment losses, net, then the ratios would be 55.2%, 58.5% and 49.2% for 2014, 2015 and
2016, respectively.

(4) 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.

(5) Calculated in accordance with BRSA regulations for the Group.

(6) The total capital adequacy ratio is calculated by dividing: (a) the “Tier I” capital (i.e., its share capital, reserves and retained earnings) plus the
“Tier 1I” capital (i.e., the “supplementary capital,” which comprises general provisions, subordinated debt, unrealised gains/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. See “Capital Adequacy” below.

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

(8) 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).

(9) 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).

(10) As of 31 December 2015 and 2016, the Group restated its prior years’ financials as per IAS 8 due to accounting policy changes. For details, please

see “Presentation of Financial and Other Information - Accounting Policy Changes” in the Base Prospectus and “Significant Accounting Policies —
Restatements and Accounting Policy Changes” of this Prospectus.

Analysis of Results of Operations for the Years Ended 31 December 2014, 2015 and 2016

The following summary financial and operating data as of and for the years ended 31 December 2014, 2015 and 2016
have been extracted from the IFRS Financial Statements. This information should be read in conjunction with the IFRS
Financial Statements 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:
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2014® 20159 2016
(TL thousands)
Net interest iNCOME........covvreiireiiirieenes 7,724,871 9,078,436 11,079,889
Net fee and commission income.................... 2,852,232 2,718,490 3,163,329
Other operating iNCOME .......ccccccvvvvvrvinennne 1,756,925 1,643,172 1,812,555
Total operating inCOME..............coocvvvrrrenne, 12,334,028 13,440,098 16,055,773
Impairment losses, net® .........cccoocovvvvveennnns (1,718,787) (1,860,682)  (2,671,981)
Other operating eXPenses ..........ccoeveervrverennn, (5,747,902) (6,818,087) (7,044,557)
Total operating eXpenses.............ccooovvenne. (7,466,689) (8,678,769)  (9,716,538)
INCOMe befOre taX ..........covvevvervverrerrisriennes 4,867,339 4,761,329 6,339,235
Taxation Charge ......c..ccovveveveivre e (1,026,740) (953,909) (1,287,509)
Net income for the Year .........cooocoevcvevren.n. 3,840,599 3,807,420 5,051,726
Attributable to equityholders of the Bank ..... 3,809,122 3,773,207 5,009,403
Attributable to non-controlling interests........ 31,477 34,213 42,323

(1) “Impairment losses, net” includes provisions for loan losses, net and reversal of general reserves, net.

(2) As of 31 December 2015 and 2016, the Group restated its prior years’ financials as per IAS 8 due to accounting policy
changes. For details, please see “Presentation of Financial and Other Information - Accounting Policy Changes” in the
Base Prospectus and “Significant Accounting Policies — Restatements and Accounting Policy Changes” in the Prospectus.

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 2016 was TL 5,051,726 thousand, a
32.7% increase from TL 3,807,420 thousand in 2015, which itself was a 0.9% decrease from TL 3,840,599 thousand in
2014. The net income for three years was affected by certain exceptional items, which are quantified in the table below:

2014 2015 2016
(TL thousands)

Exceptional items
Sale/liquidation of equity participations ...................... - - (239,483)
Sale OF NPLS ..ocvoiciiecesee e (49,225) (26,839) (80,944)
Other operating eXPENSES.......cccvververereereereeriereeseeseens 218,904 392,403 166,355
Provision for general banking risks™ ............ccccovvv.n... 80,000 (73,000) (42,000)

Tax effects of the items listed above...................... 9,845 5,368 45,150

Total impact on net iNCoOmMe .........cccooeeeiereenne 259,524 297,932 (150,922)
Reported net income for the year..........ccccccoeiiiiiens 3,840,599 3,807,420 5,051,726

Net income adjusted for above events............... 4,100,123 4,105,352 4,900,804

(1) See “Provisions for Probable Loan Losses” above. As such general provisions are not permitted under IFRS, the Group’s independent auditors
noted this departure from IFRS in the Group’s IFRS Financial Statements. Should the Bank’s management determine that 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.

After adjusting for these exceptional events, the increase in net income was 19.4% in 2016 as compared to 2015 and
almost at the same level in 2015 as compared to 2014. In 2016, the increase in net income was a result of the significant
expansion of the net interest margin together with fee growth and increased efficiencies through disciplined cost
management. The slight increase in net income adjusted for exceptional items in 2015 was principally due to strong core
banking performance, including increased net interest margin, strong collections from NPLs and sustained fee income,
which was offset primarily by regulatory charges.

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

2014 2015 2016
Net interest iNCOMEe.........ccovveeveeiireeecreeenn, 62.6% 67.6% 69.0%
Net fee and commission income............... 23.1% 20.2% 19.7%
Other operating inCOMe .........ccocevvrernenne, 14.3% 12.2% 11.3%
Total operating inCOMe............ccc.ooceeenee. 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 62.6%, 67.5% and 69.0% of the Group’s total operating income in 2014, 2015
and 2016, respectively.

Net interest income amounted to TL 11,079,889 thousand in 2016, which was a 22.0% increase from TL 9,078,436
thousand in 2015, which itself was a 17.5% increase from TL 7,724,871 thousand in 2014. The Group’s net yield was
5.1% in 2016, compared to 4.5% in 2015 and 4.3% in 2014. There was a general decline in margins in the Turkish market
from 2010 onwards as a result of increased competition across all sectors of the Group’s business; however, the Group’s
net interest margins (as further described below) and volumes, especially in lending activities (as further described in
“Assets - Loans and Advances to Customers” below), increased in 2014, 2015 and 2016. The improvement in 2016 was a
result of a decrease in the cost of funding, especially in deposits.

Net interest margin was 4.9% in 2016 for the Bank (3.8% for the Group) compared with 4.7% in 2015 for the Bank (3.5%
for the Group) and 4.1% in 2014 for the Bank (3.4% for the Group). The Group’s net interest margin improved in 2015 as
a result of the Bank’s management’s primary focus on profitability through sustainable core banking revenue generators.
In 2016, the Group’s focus on more profitable products with a selective lending strategy continued and contributed further
to the improvement of the net interest margin.

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 a function of both the volume of interest-earning assets and the yield that the Group earns on these holdings. In
2016, the Group’s interest income increased by 19.4% to TL 22,611,719 thousand from TL 18,944,036 thousand in 2015,
which itself was an increase of 14.7% from TL 16,519,493 thousand in 2014. The following table sets out the interest
earnings on the Group’s interest-earning assets during each of the indicated years:
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2014 2015 2016

(TL thousands)
Interest on 10anS.........cceevevieiicieeiieeenes 12,028,430 14,586,832 17,923,941
Interest 0N SECUNItIES .....ccvevveeiveeiieeireinns 3,821,232 3,613,195 3,695,075
Interest on lease busSinNesS.........cccevevveenns 354,267 397,158 433,225
Interest on deposits at banks ................... 250,640 274,540 470,009
Others.....coeiee it 64,924 72,311 89,469
Total interest iNCOME.......ooeevveeeveinenns 16,519,493 18,944,036 22,611,719

As noted above, interest income is a function of both the volume of, and yield earned on, the Group’s interest-earning
assets. In 2016, the increase in interest income was principally due to a 22.9% increase in “interest income on loans”
resulting largely from increasing loan volumes and improved yields through the Group’s selective lending strategy on
more profitable products. In 2015, the increase in interest income was principally due to a 21.3% 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 Statistical and
Other Information — Distribution of Assets, Liabilities and Shareholders’ Equity; Interest Rates and Interest Differential —
Average Balance Sheet and Interest Data” and “— Net Changes in Interest Income and Expense — Volume and Rate
Analysis.”

2014 2015 2016
Total average yield for the Bank.................. 8.94% 8.92% 9.41%
Deposits at banks........cccceevevereiieiennnnnn, 1.86% 1.37% 2.01%
Investments in SECUrities .........c.coovvvruennn, 9.73% 9.04% 9.26%
Loans and advances to customers............ 9.15% 9.41% 10.18%
Total average yield for the Group............... 8.35% 8.29% 8.87%

While yields in 2015 were generally the same as in 2014, the increase in the yield earned by the Bank in 2016 compared
to 2015 primarily resulted from the Bank’s strategy to improve net interest margin and focus on income from core
banking operations.

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.

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 2016, the Group’s interest expense increased by 16.9% to TL 11,531,830 thousand from TL 9,865,600
thousand in 2015, which itself was an increase of 12.2% from TL 8,794,622 thousand in 2014. The following table sets
out the interest expense on the Group’s interest-bearing liabilities by category during each of the indicated years:

2014 2015 2016
(TL thousands)
Interest on saving, commercial and public deposits...........ccccceeerenuenne. (5,106,895) (5,655,220) (6,716,059)
Interest on borrowings and obligations under repurchase agreements..  (2,633,792) (3,078,052) (3,409,375)
Interest on bonds payable..........ccooiiiiiiiiii e (851,532) (942,192) (1,104,002)
Interest on bank depPoSitS........cooeriiiiieiieeee e (184,519) (170,616) (280,507)
Interest on subordinated liabilities ..........c.cccoevevevvc v, (6,234) (5,776) (3,126)
OENBE e (11,650) (13,744) (18,761)
TOtAl INTEIESt EXPENSE ..o s s eee s (8,794,622) _ (9,865,600)  (11,531,830)
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The increase in the Group’s interest expense in 2016 was principally in line with the increase in the size of its funding
base. 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 48.0%, 48.3% and 48.3%, respectively, as of 31 December 2014, 2015 and 2016. 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:

2014 2015 2016
Total interest rates for the Bank........... 5.14% 4.81% 5.15%
Deposits from customers................. 5.03% 4.71% 5.14%
Short-term debt.........cocoovveiiieecnens 3.57% 1.94% 1.77%
Long-term debt...........ccooerviiiinnnnn 5.15% 4.69% 4.21%
Repurchase agreements............c....... 6.02% 6.73% 7.57%
Total interest rates for the Group......... 4.68% 4.55% 4.84%

The decrease in the Group’s interest rates and, as a result, interest paid by the Group in 2015 was principally a result of
the Group’s focus on sticky and low-cost mass deposits and a strategy to use other funding sources to decrease the funding
costs. In 2016, the increase in the interest rates was principally due to the increasing interest rate environment, especially
in the second half of 2016. 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 Statistical 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 Statistical 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. For instance, due to changes to Turkish laws in October 2014, the Group’s fee and
commission income from the retail banking business decreased from TL 750,105 thousand in 2014 to TL 487,008
thousand in 2015. Also, in February 2016, the Turkish government prohibited Turkish banks from charging account
maintenance fees to their customers. As of 31 December 2016, the Group served approximately 14.6 million customers.

The Group’s net fee and commission income for 2016 was TL 3,163,329 thousand, an increase of 16.4% from
TL 2,718,490 thousand in 2015, which itself was a decrease of 4.7% from TL 2,852,232 thousand in 2014. The decrease
in the Group’s net fee and commission income in 2015 was due to commission reimbursement expenses. While strong
growth was experienced throughout the Group’s fee and commission sources in 2016, this increase was primarily due to
the growth in the volume of consumer and SME loans and credit cards, 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:

2014 2015 2016
(TL thousands)
Fee and Commission Income
Credit card feeS.....covvvrvivniriine e 2,057,325 2,218,650 2,565,757
Retail banking .........ccocoveievivieienieicise e 750,105 487,008 542,421
SME banking.......cocverveienenieieneriecenene e, 355,578 396,636 422,318
Commercial banking ..........ccccoeviiiiinicienenn. 273,446 352,930 336,634
Corporate banking ..........cccoceveiiieiinienieeee, 24,262 22,128 45,150
(0131 SO SSR USSR 195,221 176,471 298,811
Total fee and commission income...................... 3,655,937 3,653,823 4,211,091
Fee and Commission Expense
Credit card feeS......ovvreivreiiiine e 648,938 804,778 823,403
Retail banking .........ccocoveieviniinicinecee 26,407 31,633 53,424
Commercial banking .........cccccoevvviviivrivsivcierenn, 3,395 4,124 14,172
SME banking.......cccocvvivviniviieeescse s 4,364 3,497 5,398
Corporate banking .........ccooeverierivninninseerereenn 188 180 581
OtNET ..t 120,413 91,121 150,784
Total fee and commission eXpense...........c.cvv.... 803,705 935,333 1,047,762
Net fee and commission iNCOME .............c..o....... 2,852,232 2,718,490 3,163,329

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 2016 amounted to TL 1,812,555 thousand, increasing by 10.3%
from TL 1,643,172 thousand in 2015, which itself was a 6.5% decrease from TL 1,756,925 thousand in 2014. The
following table sets out the Group’s other operating income by category during each of the indicated years:

20149 2015 2016
(TL thousands)
Trading gains, fixed/floating securities...........c.ccccocevevnen. - - 390,833
Trading gains/(losses), derivative transactions .................. - - 215,606
Trading gains/losses, net®® ..., - - 606,439
Premium income from insurance business............cccceevene. 402,123 454,908 554,210
Foreign exchange gains, Net.........ccoceoereieienenenceeneens 1,031,033 880,370 -
Other operating INCOME..........ccceieiireriee e 323,769 307,894 651,906
Total other operating iNCOME ...........c.cocoeveveereerreennnn. 1,756,925 1,643,172 1,812,555

(1) See Note 29 to the IFRS Financial Statements as of and for the year ended 31 December 2016.

(2) As of 31 December 2015 and 2016, the Group restated its prior years’ financials as per IAS 8 due to accounting policy changes. For details,
please see “Presentation of Financial and Other Information - Accounting Policy Changes” in the Base Prospectus” and “Significant
Accounting Policies — Restatements and Accounting Policy Changes” in this Prospectus.

(3) For 2014 and 2015, “trading gains/(losses), net” was not included in “total other operating income” since the Group realised net trading
losses for the relevant periods and presented under “other operating income.”.

The largest component of total other operating income in 2016 (representing 33.5% of the total) was the net trading gains,
while it was net foreign exchange gains in 2015 and 2014 (representing 53.6% and 58.7%, respectively, of the total). In
2016, the increase in other operating income as compared to 2015 was mainly due to gains derived from the sale of shares
owned in Visa Mastercard. Net trading gains in 2016 resulted from trading and revaluation of fixed- and floating-rate debt
securities and mark-to-market valuation of derivatives.

Another significant component of other operating income is the premium income from the insurance business, which had

a 30.6% share of total other operating income in 2016, compared to 27.7% in 2015. The Group’s net foreign exchange
gains/losses include both realised and unrealised gains/losses. The realised gains/losses result from the settlement of
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foreign exchange transactions and spot legs of derivative transactions, whereas unrealised gains/losses arise from the
Group’s foreign currency positions. The unrealised gains/losses consist of two parts - unrealised gains/losses on the
balance sheet position and unrealised gains/losses on the off-balance sheet position. The foreign exchange gains/losses
arising from the settlement of foreign exchange transactions and the unrealised gains/losses from the balance sheet foreign
currency position are included under “foreign exchange gains/losses, net” whereas both the realised and unrealised
gains/losses on off-balance sheet transactions and positions (which principally result from forward legs of derivative
transactions) are recorded under “trading gains/losses, net.” Therefore, although the Group did not hold any material
foreign currency net open positions throughout 2014, 2015 and 2016 (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 2016, the Group recorded foreign exchange losses, net of TL 235,417 thousand,
compared to foreign exchange gains, net of TL 880,370 thousand in 2015 and foreign exchange gains, net of
TL 1,031,033 thousand in 2014. The Group’s foreign exchange loss in 2016 was due to the volatility of foreign exchange
rates during the year. With respect to foreign exchange gains, see “Significant Factors Affecting the Group’ Financial
Condition and Results of Operations — Currency Exchange Rates” above.

Operating Expenses

The Group’s operating expenses include business expenses such as salaries/benefits and rent, but also include impairment
losses (including provisions for NPLs). Operating expenses in 2016 increased by 12.0% to TL 9,716,538 thousand from
TL 8,678,769 thousand in 2015, which was an increase by 16.2% from TL 7,466,689 thousand in 2014. The increase in
2016 principally resulted from an increase in the Group’s provisions for loans and other credit risks, an increase in
impairment losses (including general provisions) and increases in employee and expansion-related expenses (as further
explained in “- Salaries and Wages” below). The increase in 2015 primarily resulted from an increase in the Group’s
provisions for loans and other credit risks and an increase in taxes and duties other than on income. See “Provisions for
Probable Loan Losses” above.

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 cost-to-income
ratio decreased to 45.4% in 2016 from 53.4% in 2015 (50.6% in 2014). A similar ratio monitored by the Group is its ratio
of operating expenses to total average assets, which ratio improved from 2.2 % in 2014 to 2.3% in 2015 and then was
reduced to 2.2% in 2016. The improvement in the cost-to-income ratio in 2016 was due to increased cost-efficiency and
disciplined cost management.
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The following table sets out the Group’s total operating expenses by category during each of the indicated years:

2014¢) 2015 2016
(TL thousands)
Provisions for loans and other credit risks, net..................... 1,564,155 1,819,109 2,445,570
Salaries and WagES........cvevererierereseeeereee e sie e 1,851,813 1,881,216 2,141,196
Employee benefits™ .........ccovoeiiieieeeeeeeee e 453,218 763,730 901,801
Credit card rewards and promotion eXpenses...........cceeeueee. 601,296 754,968 796,256
RENt EXPENSES ...ttt 292,529 340,701 385,225
Depreciation and amortisation.............cccccevereiencienceeennn 271,551 285,994 344,363
Taxes and duties other than on iNCOME.........ccccceveieniriennnee 193,826 257,942 263,461
Foreign exchange 10SS, Net .........ccocoiiieieiineie e - - 235,417
Impairment 10SSES, NEL.......ccveiriiiiiie e 154,632 41,573 226,411
ComMUNICAtION EXPENSES.....cvevereerrrrieirrareeeesieseeseeseesreaseens 181,735 197,841 211,062
Trading 10SS, NEL .......ccviviiiieecce e 464,132 581,273 -
Other operating eXpenses® ...........cocovveeeeeveeeesseenenenens 1,437,802 1,754,422 1,765,776
Total operating expenses® ...........cccocoevoevereeeverienresrenions. 7,466,689 8,678,769 9,716,538

(1) 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.

(2) Other operating expenses include various normal course expenses such as advertising expenses, utility charges and repair and maintenance,
none of which is individually material. See Note 31 to the IFRS Financial Statements as of and for the year ended 31 December 2016
incorporated by reference into this Prospectus.

(3) Due to accounting policy changes, the Group restated prior years’ financials as per IAS 8. For details, please see “Presentation of Financial
and Other Information - Accounting Policy Changes” and “Significant Accounting Policies — Restatements and Accounting Policy Changes”
of this Prospectus.

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 “Significant 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 materially 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 2015 and 2016, the Group’s provisions for loans and other credit risks, net increased by 16.3%
and 34.4%, respectively, as a result of the Group’s conservative risk approach.

The Group records a provision for probable loan losses for anticipated problem loans and non-performing loans. See
“Selected Statistical 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 Notes 9, 11, 12, 13 and 21 to the IFRS Financial Statements as of and for the
year ended 31 December 2016.

The following table sets out the movements in the Group’s allowance for probable loan losses on cash loans, including the
portfolio-basis allowance, during each of the indicated years:
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2014 2015 2016

(TL thousands)
Balance at the beginning of the year.................. 4,669,097 5,657,900 7,216,509
WIItE-0TFS L. (547,716) (433,073) (1,676,257)
Recoveries and reversals ...........cccocevvvivvieineiennennns (634,132) (904,159) (1,127,778)
Provision for the year, SpecifiC.........cc.ccocvrvvrivnninns 1,912,347 2,222,090 2,558,415
Provision for the year, portfolio-basis (net)........... 258,304 673,751 1,276,103
Balance at the end of the year ............c.coccoevennne. 5,657,900 7,216,509 8,246,992

The Group’s net provision for loans and other credit risks in 2016 was TL 2,445,570 thousand, a 34.4% increase from
TL 1,819,109 thousand in 2015, which itself was a 16.3% increase from TL 1,564,155 thousand in 2014. As a result of the
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 3.1% in 2014 to 3.3% in 2015 and then decreased to 3.2% in 2016 due primarily to debt
sales supported by a strong collection performance. The write-offs in 2014, 2015 and 2016 were 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%, 0.1% and 0.6%
for 2014, 2015 and 2016, 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 initially increased by TL 90,000 thousand in 2011, then reduced by TL 115,000
thousand in 2013, increased by TL 80,000 thousand in 2014, reduced by TL 73,000 thousand in 2015 and then reduced
further by TL 42,000 thousand in 2016. The IFRS Financial Statements 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 13.8% to TL 2,141,196 thousand in 2016 from TL 1,881,216 thousand in 2015, itself a 1.6%
increase from TL 1,851,813 thousand in 2014. As of 31 December 2016, the Group had 23,692 employees, compared to
23,191 as of 31 December 2015 and 22,249 as of 31 December 2014. The increase in the number of employees was a
result of the Group’s general growth.

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 2016 amounted to TL 1,287,509 thousand, which was a 35% increase from
TL 953,909 thousand in 2015, itself a 7.1% decrease from TL 1,026,740 thousand in 2014. The Group’s taxation charges
for 2016 included deferred tax charges of TL 251,956 thousand compared to deferred tax charges of TL 121,122 thousand
for 2015 (and deferred tax benefits of TL 425,014 thousand for 2014).

The Group’s effective income tax rate (calculated based upon its reported taxation charge divided by its income before tax)
for 2014, 2015 and 2016 was 21.1%, 20.0% and 20.3% (each very close to or equal to the Turkish corporate income tax
rate of 20%), respectively. The deviation from the Turkish tax rate of 20% in 2014 was due to the disallowable expenses.
In 2015 and 20186, the deviation from the Turkish tax was insignificant.

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 IFRS Financial Statements as of and for the year ended 31 December 2016 incorporated by
reference into this Prospectus.
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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
financial statements.

As of 31 December

% of % of % of
2014¢) Total  2015®  Total 2016 Total
(TL thousands, except for percentages)

Assets
Cash and balances with central banks.......... 6,596,475 2.8 6,802,108 2.5 11,601,263 3.8
Financial assets at fair value through

Profit Or 10SS ....cceveeriieeieeree e 1,086,670 0.5 660,193 0.2 1,086,299 0.3
Loans and advances to banks..................... 10,815,218 45 14,378,087 5.2 15,281,197 5.0
Loans and advances to customers................ 148,081,415 62.2 175,681,692 63.9 205,988,793 66.8
Other assets™..........cooovververiieriiesiesions 23,851,216  10.0 25,812,148 9.4 21,160,736 6.8
Investment SECUNItIeS ........cevvevvveiieiiesiienn, 44,197,153 18.6 46,072,823 16.8 47,092,951 15.3
Investment in equity participations.............. 40,896 - 41,216 - 39,954 -
Tangible and intangible assets...........c......... 2,319,268 1.0 4,376,178 1.6 5,210,737 1.7
Deferred taX asset ......cocevvivvereienenieenenans 925,821 0.4 1,013,552 0.4 856,597 0.3
Total @SSELS ...vvvvvreeiriiieireiee e 237,914,132 100.0 274,837,997 100.0 308,318,527 100.0
Liabilities
Deposits from banks ..........ccocooveeeneriecenennan, 7,114,771 3.0 6,960,181 2.5 4,487,946 1.5
Deposits from customers ...........ccoceeeveeenne 126,292,539  53.1 149,154,274 54.3 174,155,645 56.5
Obligations under repurchase agreements

and money market fundings.........c........... 12,021,165 50 16,567,796 6.0 11,230,193 3.6
Loans and advances from banks and other

INSEEULIONS ..o 38,218,041  16.1 39,959,934 14.5 47,327,944 154
Bonds payable..........ccccooeriiininiin 14,438,356 6.0 15,511,597 5.7 17,846,340 5.8
Subordinated liabilities..........ccccovviirennn. 140,766 0.1 159,792 0.1 - -
Current tax liabilities ........cccccevviiiiievnenn, 450,209 0.2 376,779 0.1 120,542 -
Other liabilities, accrued expenses and

PrOVISIONS® ... 11,948,711 5.0 14,141,954 52 16,711,961 5.4
Total liabilities.......c..covvvviviiiiiinecee 210,624,558  88.5 242,832,307 88.4 271,880,571 88.2
Total shareholders’ equity and non-

controlling interests..........ccocvvevvvveiernenn, 27,289,574 115 32,005,690 11.6 36,437,956 11.8
Total liabilities, shareholders’ equity

and non_contro"ing interestsS..........o...... 237,914,132 100.0 274,837,997 100.0 308,318,527 100.0

(1) Includes “Goodwill, net.”

(2) Includes deferred tax liabilities.

(3) As of 31 December 2015 and 2016 as noted in earlier footnote, the Group restated prior years’ consolidated financials as per IAS 8 due to
accounting policy changes. For details, please see “Presentation of Financial and Other Information - Accounting Policy Changes” and
“Significant Accounting Policies — Restatements and Accounting Policy Changes” of this Prospectus.

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 2016, the Group’s total assets amounted to TL 308,318,527 thousand, a 12.2% increase from

TL 274,837,997 thousand as of 31 December 2015, which was a 15.5% increase from TL 237,914,132 thousand as of
31 December 2014. Cash and balances with central banks represented 3.8%, 2.5% and 2.8% of the Group’s total assets as
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of 31 December 2016, 2015 and 2014, 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
82.1% of the Group’s total assets as of 31 December 2016, 80.7% as of 31 December 2015 and 80.8% as of 31 December
2014.

Loans and Advances to Customers. Loans and advances to customers represented 66.8%, 63.9% and 62.2% of the Group’s
total assets as of each of 31 December 2016, 2015 and 2014, respectively. The Group’s loans and advances to customers
amounted to TL 205,988,793 thousand as of 31 December 2016, a 17.3% increase from TL 175,681,692 thousand as of
31 December 2015, which was an 18.6% increase from TL 148,081,415 thousand as of 31 December 2014. The following
table summarises the Group’s loans and advances to customers as of the indicated dates:

As of 31 December

% of % of
2014 Total 2015 Total 2016 % of Total
(TL thousands, except for percentages)

ConSUMEN 108NS.......c.cueverereieieirinrsrineseeeeas 48,038,219 324 54,080,094 30.8 60,932,999 29.6
Mortgage 10ans.........cceeveveevvviveninninnn, 15,907,643 10.7 19,341,743 11.0 22,544,347 10.9
Credit card receivables...........c.cccocourvninnn. 13,424,359 9.1 14,981,373 85 16,125,229 7.8
AULO 10ANS ... 1,356,310 0.9 1,553,478 0.9 2,176,872 11
General purpose and other consumer

10ANS ... 17,349,907 117 18,203,500 104 20,086,551 9.8

ENEIGY covoveveieiiereree s 16,237,323 11.0 18,866,417 10.7 23,686,229 115

SEIVICE SECLON ... 10,638,343 7.2 14,005,954 8.0 16,221,852 7.9

CONSLIUCEION ... 6,495,423 4.4 9,008,359 5.1 10,319,625 5.0

Transportation and 10gistics...........ccoceveennne. 4,826,086 3.3 5,616,571 3.2 9,217,292 4.5

Financial institutions .............cccccevvinnnnnn. 5,954,668 4.0 7,886,038 45 8,534,641 41

FOOU .. 5,696,340 3.8 7,137,335 4.1 8,409,563 4.1

TEXEIE oo 5,829,731 3.9 6,433,026 3.7 8,122,466 39

Metals and metal products..........cccceceeeerienns 5,657,688 3.8 5,442,433 3.1 6,283,548 31

Transportation vehicles and sub-industry 4,792,766 3.2 7,212,974 4.1 6,227,605 3.0

TOUFISIM o 4,229,025 2.9 4,919,498 2.8 5,451,790 2.6

Data Processing ..........ccoeveeeveeereerreriunmnnnnnnnen. 3,532,173 24 4,168,324 24 4,948,330 24

Agriculture and stockbreeding 2,279,105 15 2,177,618 1.2 2,557,898 1.2

OthET . 16,022,696 10.8 19,927,498 11.2 25,179,927 12.2

Total performing loans............ccccceovennnen. 140,229,586 94.6 166,882,139 949 196,093,765 95.1

Financial lease receivables, net of
unearned iNCOME ........ccoevereenieererieerenes 3,979,924 2.7 4,857,333 2.8 5,339,815 2.6

Factoring receivables 2,929,216 2.0 2,823,833 1.6 2,806,998 14

Income accrual on loans, factoring and
lease receivables ..........cccooeiiiniiiiiiens 1,851,447 1.3 2,244,728 1.3 3,084,374 15

Total performing loans and advances to
CUSEOMETS .. 148,990,173  100.6 176,808,033 100.6 207,324,952 100.6

Non-performing loans, factoring and lease
receivables ... 4,749,142 3.2 6,090,168 35 6,910,833 34

Allowance for probable losses from loans,
factoring and lease receivables.................. (5,657,900) (3.8 (7,216,509) (4.1) (8,246,992) (4.0)

Loans and advances to customers, net........ 148,081,415  100.0 175,681,692 100.0 205,988,793 100.0

In 2016, the Group’s loan portfolio grew by 17.3%, principally as a result of growth on Turkish Lira-denominated
business banking loans in sectors such as energy, transportation and logistics, service and textile. In 2015, the Group’s
loan portfolio grew by 18.6%, principally as a result of growth in mortgage loans, credit cards and commercial loans,
especially in the service, energy and construction sectors. In 2014, the Group’s loan portfolio grew by 12.8% primarily
due to growth in commercial loans. 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, loans to
certain industry sectors, including energy and transportation vehicles. In 2016, the Group’s non-performing loans
increased by 13.5% to TL 6,910,833 thousand from TL 6,090,168 thousand as of 31 December 2015, which was a 28.2%
increase from TL 4,749,142 thousand as of 31 December 2014.

The proportion of the Group’s non-performing loans to gross cash loans was 3.2% as of 31 December 2016, 3.3% as of

31 December 2015 and 3.1% as of 31 December 2014. In 2015 and 2014, the ratio increased primarily due to an inflow of
non-performing commercial loans with strong collateralisation. In 2016, the ratio decreased due to the large increase in
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debt sales as compared to 2015 and 2014. The ratio of the Group’s non-performing loans to total gross cash loans and
non-cash loans was 2.6% as of 31 December 2016, 2.6% as of 31 December 2015 and 2.5% as of 31 December 2014.

For additional information on the Group’s loan portfolio, including its non-performing loans and related provisions, see
Note 7 to the IFRS Financial Statements as of and for the year ended 31 December 2016 and “Selected Statistical and
Other Information — Distribution of Assets, Liabilities and Shareholders’ Equity; Interest Rates and Interest Differential —
Average Balance Sheet and Interest Data” 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 2014, 2015 and 2016, investment securities represented
18.6%, 16.8% and 15.3%, respectively, of the Group’s total assets. The decline in investment securities as a portion of the
Group’s total assets was the result of the growth of the Group’s assets in 2016 while the Group’s investment security
portfolio remained almost constant. The decline in investment securities as a portion of the Group’s assets in 2015 was as
a result of a lower growth pace of the investment security portfolio compared to the growth rate of the Group’s assets. 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
2014 Total 2015 Total 2016 Total
(TL thousands, except for percentages)

Securities available-for-sale
Turkish government bonds indexed to consumer price

TNUEX .. 5,258,773 11.9 6,883,939 14.9 7,755,182 16.5
Turkish government bonds and treasury bills in TL. 3,231,567 7.3 5,499,427 11.9 6,292,374 13.4
Turkish government bonds at floating rate............... 6,052,824 13.7 6,074,069 13.2 3,486,266 74
Bonds issued by financial institutions.... 3,185,196 7.2 3,235,670 7.0 3,002,066 6.4
Bonds issued by foreign governments.... 1,129,157 2.6 1,246,837 2.7 1,425,545 3.0
Bonds issued by corporations.............. 745,523 1.7 812,449 18 945,009 2.0
Eurobonds (Turkish government) ................. 871,296 2.0 526,266 11 722,603 15
Discounted Turkish government bonds in TL... 2,957,358 6.7 128,360 0.3 135,588 0.3
(0111 ST 98,417 0.1 348,560 0.8 218,622 0.4
Total securities available-for-sale ............c.ccccooiiiinin, 23,530,111 53.2 24,755,577 53.7 23,983,255 50.9
Securities held-to-maturity
Turkish government bonds indexed to consumer price

INUEX .. 9,106,525 20.6 7,298,498 15.8 7,298,497 155
Eurobonds (Turkish government) ...........ccccoceovvenniincninnenn, 4,557,883 10.3 5,739,860 125 6,909,117 14.7
Bonds issued by financial institutions..........cc.coccevnnnnne, 2,516,479 5.7 3,299,190 7.2 3,617,908 7.7
Turkish government bonds in TL.................. 2,998,590 6.8 2,998,498 6.5 2,521,608 5.4
Discounted Turkish government bonds in TL... 14,354 - - - -

(0101 TR 116,317 0.3 189,013 0.4 336,593 0.7
Sub-total ... 19,310,148 43.7 19,525,059 42.4 20,683,723 44.0
Income accrual on held-to-maturity .........c..ccceveevvvreernenes, 1,356,894 3.1 1,792,187 3.9 2,425,973 5.1
Total securities held-to-maturity .........cccco.cevvereeveennnens, 20,667,042 46.8 21,317,246 46.3 23,109,696 49.1
Total investment securities 44,197,153 100.0 46,072,823 100.0 47,092,951 100.0

Securities issued by the Turkish government represented 79.3%, 76.2% and 74.7% of the Group’s total investment
securities portfolio as of 31 December 2014, 2015 and 2016, respectively.

The most significant change in the Group’s investment portfolio in 2014, 2015 and 2016 was the increase in holdings of
eurobonds classified under “eurobonds (Turkish government)” in the table above, which increased from 12.3% of the
Group’s total investment securities portfolio as of 31 December 2014 to 13.6% as of 31 December 2015 and then to
16.2% as of 31 December 2016. The increase was a result of the Group’s decision to increase its investments in such
securities in order to hedge itself against currency volatility. The held-to-maturity portfolio declined from 46.8% as of
31 December 2014 to 46.3% as of 31 December 2015 as a result of redemptions and then increased to 49.1% of the
Group’s total investment securities portfolio as of 31 December 2016.

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,
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which vary based upon market conditions as well as Central Bank policy. The securities so pledged amounted to
TL 12,874,827 thousand as of 31 December 2014, TL 16,499,273 thousand as of 31 December 2015 and TL 8,109,910
thousand as of 31 December 2016, comprising 29.1%, 35.8% and 17.2%, respectively, of the Group’s total securities
portfolio.

For additional information on the Group’s investment securities portfolio, see Note 10 to the IFRS Financial Statements as
of and for the year ended 31 December 2016 and “Selected Statistical and Other Information — Securities Portfolio.”

Liabilities

As of 31 December 2016, the Group’s total liabilities amounted to TL 271,880,571 thousand, a 12.0% increase from
TL 242,832,307 thousand as of 31 December 2015, which was a 15.3% increase from TL 210,624,558 thousand as of
31 December 2014,

The Group’s TL 193,718,800 thousand in average interest-bearing liabilities during 2016resulted primarily from
TL 123,347,054 thousand in average time deposits of customers, TL 14,356,624 thousand in average obligations under
repurchase agreements and TL 40,403,691 thousand in average loans and advances from banks. The Group’s
TL 178,943,925 thousand in average interest-bearing liabilities during 2015 resulted primarily from TL 111,349,409
thousand time deposits of customers, TL 13,911,409 thousand in average obligations under repurchase agreements and
TL 39,070,368 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 loans and advances from banks and other financial institutions.

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 174,155,645 thousand as of
31 December 2016, a 16.8% increase from TL 149,154,274 thousand as of 31 December 2015, which was an 18.1%
increase from TL 126,292,539 thousand as of 31 December 2014. The share of deposits from customers in total liabilities
increased to 56.5% as of 31 December 2016 from 54.3% as of 31 December 2015, itself increased from 53.1% as of
31 December 2014. Foreign currency deposits (principally U.S. dollars and euro) represented 53.6%, 57.6% and 57.5% of
the Group’s total deposits as of 31 December 2014, 2015 and 2016, respectively. For additional information on the
Group’s deposits, see Notes 14 and 15 to the Group’s IFRS Financial Statements as of and for the year ended
31 December 2016 and “Selected Statistical and Other Information — Deposits.”

Obligations under Repurchase Agreements. Obligations under repurchase agreements amounted to TL 11,230,193
thousand as of 31 December 2016, compromising 3.6% of the Group’s total liabilities, decreasing its share as compared to
TL 16,567,796 thousand as of 31 December 2015, which comprised 6.0% of the Group’s total liabilities, which itself was
an increase of its share as compared to TL 12,021,165 thousand as of 31 December 2014, which comprised 5.1% of the
Group’s total liabilities. 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 IFRS Financial Statements as of and for the year ended 31 December 2016.

Loans and Advances from Banks and Other Institutions. 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 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 47,327,944 thousand as of 31 December
2016 (15.4% of the Group’s total liabilities) as compared to TL 39,959,934 thousand as of 31 December 2015 (14.5% of
the Group’s total liabilities) and TL 38,218,041 thousand as of 31 December 2014 (16.1% of the Group’s total liabilities).
It is important 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 2016, 52.1% of loans and advances from banks and other institutions had a remaining term-to-
maturity of one year or less as compared to 46.9% as of 31 December 2015 and 53.0% as of 31 December 2014). For
additional information on the Group’s loans and advances from banks and other financial institutions, see Note 17 to the
IFRS Financial Statements as of and for the year ended 31 December 2016 and “Selected Statistical and Other
Information — Borrowings and Certain Other Liabilities.”

41



Shareholders’ Equity

The Group’s total shareholders’ equity including non-controlling interests as of 31 December 2016 amounted to
TL 36,437,956 thousand, which was a 13.8% increase from TL 32,005,690 thousand as of 31 December 2015, itself a
17.3% increase from TL 27,289,574 thousand as of 31 December 2014. Shareholders’ equity principally changes as a
result of the Group’s net income and changes in the amount of unrealised gains and losses 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

2014 2015 2016
(TL thousands)
Share Capital.........ccoovviiiiiiiic e 5,146,371 5,146,371 5,146,371
Share Premium . ... 11,880 11,880 11,880
Unrealised (losses)/gains on available-for-sale assets ............ 88,631 (283,792) (543,775)
HEedgiNG FESEIVE ..ottt (191,244) (241,097) (426,418)
Actuarial gain/(10SS) ....ccoeeierieiiiiieceee e (53,170) (76,718) (104,510)
Revaluation surplus on tangible assets...........cccccovvevvivverernennn. - 1,590,481 1,511,483
Translation FESEIVE .......covviiiriiiiirieeeeeee s 367,064 696,557 1,149,369
LeQAl FESEIVES ....eveieciecieeieeie et e et 1,182,824 1,229,498 1,275,230
Retained arningS........ccccveivereerereseseseeeereene e 20,543,485 23,705,893 28,150,518
NON-CONIOIIING INLETESES.........veeevevevereeeeceeeere e 193,733 226,617 267,808
Total shareholders’ equity and non-controlling interests... 27,289,574 32,005,690 36,437,956

(1) As of 31 December 2015, the Group changed its accounting policy in accordance with 1AS 40 and the Group’s financial statements for 2014
were restated as per IAS 8. See “Presentation of Financial and Other Information - Accounting Policy Changes” in the Base Prospectus and
“Significant Accounting Policies — Restatements and Accounting Policy Changes” of this Prospectus.

The net unrealised market value performances of available-for-sale assets was negative in 2016 due to redemptions and
renewals of certain available-for-sale securities (for which the Group recorded gains to the income statement) and partly
due to the continued reduction in yields. For additional information on the Group’s shareholders’ equity and non-
controlling interests, see Notes 10 and 22 in the IFRS Financial Statements as of and for the year ended 31 December
2016. 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
generally 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 applies to 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.

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 Notes 24 and 25 to the IFRS Financial Statements as of and for the year ended
31 December 2016.

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 2016, the Group had issued (or confirmed) letters of credit
amounting to TL 15,754,367 thousand, guarantee letters and other guarantees amounting to TL 38,203,779 thousand and
acceptance credits amounting to TL 2,127,334 thousand compared to letters of credit amounting to TL 14,576,338
thousand, guarantee letters and other guarantees amounting to TL 32,818,315 thousand and acceptance credits amounting
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to TL 1,538,069 thousand as of 31 December 2015 (letters of credit amounting to TL 9,308,035 thousand, guarantee
letters and other guarantees amounting to TL 27,605,275 thousand and acceptance credits amounting to TL 815,887
thousand as of 31 December 2014). 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

2014 2015 2016
(TL thousands)
Letters of guarantee ..........cccocevevvevrviinnnenn, 27,518,573 32,709,109 38,012,713
Letters of credit.......ccccovvvenvncniiiciceene, 9,308,035 14,576,338 15,754,367
Acceptance CreditS......ooeeeveneienceeneenns 815,887 1,538,069 2,127,334
OtherS. ..t 86,702 109,206 191,066
Total commitments and contingencies..... 37,729,197 48,932,722 56,085,480

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, a letter
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 also 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
2016, the Group’s notional amounts of outstanding derivative contracts arising from various derivatives amounted to
TL 148,281,594 thousand, a 12.3% increase from TL 132,069,129 thousand as of 31 December 2015, which was a 36.2%
increase from TL 96,974,214 thousand as of 31 December 2014. The increases resulted from currency swap transactions
and interest rate swaps entered into for the Group and its customers mainly in order to hedge the positions against the
volatility in exchange rates and interest rates in the markets. See Note 25 to the IFRS Financial Statements as of and for
the year ended 31 December 2016 and, for a breakdown of the Group’s commitments arising from derivatives as of
31 December 2014, 2015 and 2016, see “Selected Statistical and Other Information — 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 approximately
TL 45,790,059 thousand as of 31 December 2016, a 12.1% increase from TL 40,851,564 thousand as of 31 December
2015, which was a 3.4% decrease from TL 42,301,547 thousand as of 31 December 2014. The increase from 2014 to 2016
is 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. In accordance
with these guidelines, each of the Bank and the Group must maintain a total capital ratio in excess of 8% calculated in
accordance with BRSA regulations. In addition, as a prudential requirement, the BRSA requires a target capital adequacy
ratio that is 4% higher than the legal capital ratio (see “Turkish Regulatory Environment - Capital Adequacy” in the Base
Prospectus for further details).

In order to implement the rules of the report entitled “A Global Regulatory Framework for More Resilient Banks and
Banking Systems” published by the Basel Committee on Banking Supervision (the “Basel Committee”) in December
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2010 and revised in June 2011 (i.e., Basel I11) into Turkish law, the Regulation on the Equities of Banks (“2013 Equity
Regulation”) and amendments to the Regulation on the Measurement and Evaluation of the Capital Adequacy of Banks
(the “2012 Capital Adequacy Regulation™) each entered into force on 1 January 2014. The 2013 Equity Regulation
defines capital of a bank as the sum of: (a) principal capital (i.e., Tier I capital), which is composed of core capital (i.e.,
Common Equity Tier | capital) and additional principal capital (i.e., additional Tier | capital), and (b) supplementary
capital (i.e., Tier Il capital) minus capital deductions. Pursuant to the 2012 Capital Adequacy Regulation (as so amended):
(i) both the unconsolidated and consolidated minimum common equity Tier | capital adequacy ratio are 4.5% and (ii) both
unconsolidated and consolidated minimum Tier | capital adequacy ratio are 6.0%.

The Bank calculates its capital adequacy ratios according to the Regulation on the Measurement and Evaluation of the
Capital Adequacy of Banks (published in the Official Gazette dated 23 October 2015 and numbered 29511) (the “2015
Capital Adequacy Regulation”), which allows the Bank to use ratings of eligible external credit assessment institutions
(namely Fitch, Standard & Poor’s, Moody’s, Japan Credit Rating Agency, Ltd., DBRS Ratings Ltd. and, as of 12 January
2017, International Islamic Rating Agency) while calculating the risk-weighted assets for capital adequacy purposes. On
27 January 2017, Fitch (which the Bank has been using for such purposes) downgraded Turkey’s sovereign credit rating to
“BB+” (with a stable outlook) from “BBB-" (with a negative outlook). According to guidance published by the BRSA on
24 February 2017, foreign exchange reserves held with the Central Bank will now be subjected to a 0% risk weight, which
amendment offset the negative impact on capital adequacy that otherwise would have resulted from the Fitch downgrade.

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 16.21% as of 31 December 2016 compared to 15.03% as of 31 December 2015 and
15.23% as of 31 December 2014. The Bank’s Tier | capital adequacy ratio (calculated pursuant to the BRSA Financial
Statements) was 15.13% as of 31 December 2016, 14.08% as of 31 December 2015 and 14.17% as of 31 December 2014.

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:

As of December 31,
20140 2015 2016
(TL thousands, except percentages)
Paid-in capital ...........cocoveriiieniine 4,200,000 4,200,000 4,200,000
Paid-in capital inflation adjustments..... 772,554 772,554 772,554
RESEIVES. ...t 17,253,772 20,601,493 23,704,951
Profit...cccooveiiicne e 3,508,591 3,584,869 5,114,182
Tier 1 Capital (1) .oocoovvvviiiieiiee, 25,882,218 30,968,875 35,120,258
Tier 2 Capital (I1...cccoovevviiiiiiiiin, 2,401,373 2,817,785 2,889,903
Deductions (H1) ...ccoovvevevniereiceeen 187,314 1,120,150 93,350
Own Funds (I+H-1H1)...vciccee, 28,096,277 32,666,510 37,916,811
Risk Weighted Assets (including
market and
operational risk) ........ccoceveiviierieiiiierinnns 202,673,112 241,514,617 258,425,540
Capital Ratios:
Tier L RatiO....coviiecccccc e 12.77% 12.82% 13.59%
Own Funds/Risk Weighted Assets ....... 13.86% 13.53% 14.67%

(1) As of 31 December 2014 and 2015, capital was calculated within the scope of the 2012 Capital Adequacy Regulation. As of 31 December 2016, capital was calculated
within the scope of 2015 Capital Adequacy Regulation. See “Capital Adequacy” above.

The significant increases in the Group’s capital in each of these periods represented the growth in the Group’s retained
earnings.
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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 as the 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 2014, 2015 and 2016, the Group’s
cash loan to total deposit ratio was 111.0%, 112.5% and 115.3%, respectively. For additional information on deposits, see
“Selected Statistical and Other Information — Deposits.”

To a lesser extent, the Group also funds its operations through short-term and long-term borrowings, “diversified payment
rights” transactions and other transactions. The Bank uses the relationships that it develops 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. See
“Selected Statistical and Other Information - Borrowings and Certain Other Liabilities.”

In each of 2014, 2015 and 2016, 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. See “Selected Statistical and Other
Information - Borrowings and Certain Other Liabilities — Bonds Payable.” Since 31 December 2016, the Bank has issued
certain small Series of Notes under the Programme and completed “diversified payment rights” transactions for
€152,500,000 million with a maturity of 4.5 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. In order to ensure
that a bank maintains an adequate level of unencumbered, high-quality liquid assets that can be converted into cash to
meet its liquidity needs for a 30 calendar day period, the Regulation on Measurement of Liquidity Coverage Ratios of
Banks was published in the Official Gazette dated 21 March 2014 and numbered 28948 (the “Regulation on Liquidity
Coverage Ratios™). According to this regulation, the liquidity coverage ratios of banks cannot fall below 100% on an
aggregate basis and 80% on a foreign currency-only basis; however, pursuant to the BRSA decision No. 6143 dated
26 December 2014 (the “BRSA Decision on Liquidity Ratios”), for the period from 1 January 2016 to 31 December
2016, such ratios were applied as 60% and 40%, respectively, and, pursuant to the BRSA Decision on Liquidity Ratios,
such ratios have (and shall be) applied as increases in increments of ten percentage points for each year from 1 January
2016 until 1 January 2019.

The Group’s month-end liquidity ratios as of the last day of each of the last three months of the past three fiscal years are
shown below:

Turkish Lira +
Foreign Currency  Foreign Currency

31 October 2014........ccoveieeieieeeee e 120.90% 108.93%
30 November 2014 ..o 151.97% 134.94%
31 December 2014 ......ccoevrireiireie e 143.29% 129.55%
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Turkish Lira +
Foreign Currency  Foreign Currency

31 October 2015.......covireereeeree e 104.50% 108.78%
30 November 2015 123.34% 115.35%
31 December 2015 120.27% 130.13%

Turkish Lira +
Foreign Currency  Foreign Currency

31 October 2016........ccoveieeieieineee e 109.44% 83.64%
30 November 2016 ........ccccovrvreenrnreerenreerennenns 112.29% 95.90%
31 December 2016 .....cccoevrnreenireireeennnne 105.17% 80.63%

The following table sets out the calculation of the Group’s year-end liquidity ratios during each of the past three fiscal
years, including the “liquidity conversion ratios” that are applied to the applicable asset and liability category in
determining (with respect to assets) how much liquidity the Group maintains and (with respect to liabilities) how much
liquidity the Group is required to maintain:

2014 2015 2016

Foreign Foreign Foreign
TL+FC Currency TL+FC Currency TL+FC Currency

(TL thousands, except percentages)

High-Quality Liquid Assets

Total high-quality liquid assets (HQLA) ........cccevrrriniiiniriceieieis 37,431,171 23,064,659 37,833,270 27,033,637 42,314,112 19,669,159
Cash Outflows
Retail deposits and deposits from small business customers, of

which 7,222,378 3,227,273 8,558,576 4,283,205 10,835,879 5,851,987
Stable deposits ... . 1,387,330 457,821 1,569,869 550,195 1,240,007 10,546
Less stable deposits............cccceeee. . 5,835,048 2,769,452 6,988,707 3,733,010 9,595,872 5,841,441
Unsecured wholesale funding, of which ..o, 27,941,057 11,450,092 26,882,595 14,904,038 30,946,515 19,099,273

Non-operational deposits
Unsecured funding.............
Secured wholesale funding....
Other cash outflows of which

Outflows related to derivative exposures and other collateral

15,912,118 10,298,251 17,034,681 11,444,962 16,870,900 11,558,547
12,028,939 1,151,841 9,847,914 3,459,076 14,075,615 7,540,726
1,016,202 2,088,493 425,587 425,587 - -
6,309,204 3,915,721 9,691,427 7,254,594 12,175,619 10,854,403

requirements 3,765,825 3,402,782 6,487,923 6,139,283 9,244,636 10,174,330
Payment commitments and other off-balance sheet
commitments granted for debts to financial markets 2,543,379 512,939 3,203,504 1,115,311 2,930,983 680,073
Other revocable off-balance sheet commitments and contractual
OBIIGALIONS. ... 1,856,575 1,245,710 24,626 17,807 263,505 256,526
Other irrevocable or conditionally revocable off-balance sheet
obligations 858,982 313,982 2,404,587 1,661,679 2,933,540 2,076,833
Total Cash Outflows 45,204,398 22,241,271 47,987,398 28,546,910 57,155,058 38,139,022
Cash Inflows

Secured receivables 4,105 4,105 582 582 - -
Unsecured receivables... 18,006,704 4,221,661 15,625,221 7,434,475 15,286,045 7,168,410
Other cash inflows ..... 1,071,605 211,480 905,083 337,217 1,636,238 6,576,831

Total Cash Inflows ...........ccccccceeeeee . 19,082,414 4,437,246 16,530,886 7,772,274 16,922,283 13,745,241

Total High-Quality Liquid Assets (HQLA) .......cccccoevvvvivininiinnn 37,431,171 23,064,659 37,833,270 27,033,637 42,314,112 19,669,159
Total Net Cash Outflows 26,121,984 17,804,025 31,456,512 20,774,636 40,232,775 24,393,781
Liquidity Coverage Ratio 143.29% 129.55% 120.27% 130.13% 105.17% 80.63%

In addition to the liquidity ratios described above, the Bank is also 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. The Turkish Lira reserve deposits started to provide
interest monthly as of November 2014 and have been providing interest quarterly since January 2015, which interest is
paid by the Central Bank on the first business day following the end of March, June, September and December. U.S.
dollar reserve deposits have been providing interest since May 2015. The interest rates are calculated by the Central Bank
according to market conditions.

The Group’s banks in the Netherlands 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 IFRS Financial Statements as of and for the
year ended 31 December 2016.
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Capital Expenditures

As a financial group, capital expenditures are not a material part of the Group’s expenses and principally relate to
expenses for branch expansion. The following table summarises the Group’s capital expenditures for each of the past three
fiscal years:

2014 2015 2016
(TL thousands)
Land and buildings .........ccooeeeiiiiiiineeee e 26,266 27,211 21,406
Furniture, fixture, equipment and motor vehicles........... 468,364 585,048 934,476
Leasehold improvements and software............ccccoceeueeee. 107,277 124,289 207,394
CoNStruction iN Progress........coeeeeererereereereene e seeseens 89,328 148,251 175,615
Total capital eXpenditures...........c.coovveeververieerinnnnns 691,235 884,799 1,338,891
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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
Financial Statements and the information included in “Management’s Discussion and Analysis of Financial Condition and
Results of Operations.”

I. Distribution of Assets, Liabilities and Shareholders’ Equity; Interest Rates and Interest Differential

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 indicated years. 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

2014 2015 2016
Average Avg. Interest Average Avg. Interest Average Avg. Interest
Balance Yield Income Balance Yield Income Balance Yield Income
(TL thousands, except percentages)

ASSETS

Average Interest-Earning Assets

Deposits with banks®........ 7,833,252 1.86% 145,466 9,149,161 1.54% 141,163 12,917,875 2.58% 333,506
Turkish Lira 1,375,837 8.53% 117,335 539,962 15.76% 85,106 275,935 75.58% 208,543
Foreign Currency ...... 6,457,415 0.44% 28,131 8,609,199 0.65% 56,057 12,641,940 0.99% 124,963

Investments in securities.... 37,909,094 9.73% 3,687,727 38,256,022 9.04% 3,457,696 38,615,183 9.26% 3,577,267
Turkish Lira.............. 31,761,355 10.42% 3,308,371 28,558,429 10.04% 2,867,917 27,622,909 10.59% 2,925,080
Foreign currency ....... 6,147,739 6.17% 379,356 9,697,593 6.08% 589,779 10,992,274 5.93% 652,187

Loans and advances to

customers, and other interest-

€arning assets ............c....... 122,918,400 9.15% 11,252,344 146,807,450 9.41% 13,821,148 167,018,328 10.18% 17,004,444
Turkish Lira .............. 72,587,931 11.98% 8,698,093 87,657,687 12.46% 10,924,065 100,916,977 13.36% 13,483,636
Foreign currency ....... 50,330,469 5.07% 2,554,251 59,149,763 4.90% 2,897,083 66,101,351 5.33% 3,520,808

Total for Average

Interest-Earning Assets... 168,660,746 8.94% 15,085,537 194,212,633 8.97% 17,420,007 218,551,386 9.57% 20,915,218
Turkish Lira............. 105,725,123 11.47% 12,123,799 116,756,078 11.89% 13,877,088 128,815,821 12.90% 16,617,260
Foreign currency...... 62,935,623 4.71% 2,961,738 77,456,555 4.57% 3,542,918 89,735,565 4.79% 4,297,958

Average Non-Interest-Earning Assets

Cash and cash equivalents . 2,164,598 2,909,172 3,592,099

Tangibles.......cccoccvevvieennne. 1,718,846 2,080,931 4,260,459

Equity participations ......... 3,403,799 3,834,612 5,131,338

Other assets and accrued

INCOME. e 28,229,838 32,613,962 34,790,845

Total Average Non-

Interest _Earning Assets.. 35,517,081 41,438,677 47,774,741

Total Average ASsets...... 204,177,827 235,651,310 266,326,127

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

2014 2015 2016
Average Avg. Interest Average Avg. Interest Average Avg. Interest
Balance Rate Expense Balance Rate Expense Balance Rate Expense
(TL thousands, except percentages)

LIABILITIES

Average Interest-Bearing Liabilities

Deposits from customers 101,463,738 5.03% 5,106,074 120,829,780 4.71% 5,685,660 134,844,391 5.10% 6,883,319
Turkish Lira ................. 52,293,844 8.22% 4,299,608 55,878,343 8.45% 4,721,149 62,096,020 9.11% 5,654,906
Foreign currency .......... 49,169,894 1.64% 806,466 64,951,437 1.48% 964,511 72,748,371 1.75% 1,228,413

Short-term debt and other

interest bearing

liabilities® 711,977 3.57% 25,431 1,167,604 1.94% 22,593 5,583,218 7.77% 433,861
Turkish Lira .... 543,824 2.80% 15,245 999,333 1.56% 15,541 5,177,800 8.25% 427,045
Foreign currency .......... 168,153 6.06% 10,187 168,271 4.19% 7,052 405,418 1.68% 6,816

Long-term debt and other

interest bearing liabilities .... 34,107,753 5.15% 1,757,670 37,700,163 4.69% 1,769,530 39,541,801 4.72% 1,706,333
Turkish Lira ................. 7,943,829 10.53% 836,285 5,703,558 11.25% 641,515 5,413,350 8.38% 453,423
Foreign currency 26,163,924 3.52% 921,385 31,996,605 3.53% 1,128,015 34,128,451 3.67% 1,252,910

Repurchase agreements........ 12,521,472 6.02% 753,674 10,408,271 6.73% 700,891 10,505,102 7.57% 794,762
Turkish Lira ......c.cceo..e 7,489,756 9.27% 694,565 7,560,502 8.57% 647,663 9,081,617 8.44% 766,105
Foreign currency ......... 5,031,716 1.17% 59,109 2,847,769 1.87% 53,228 1,423,485 2.01% 28,657

Total for Average

Interest-Bearing

Liabilities 148,804,940 5.14% 7,642,849 170,105,818 4.81% 8,178,674 190,474,512 5.15% 9,818,275
Turkish Lira.. 68,281,253 8.56% 5,845,701 70,141,736 8.59% 6,025,868 81,768,787 8.93% 7,301,478
Foreign currency ........ 80,533,687 2.23% 1,797,151 99,964,082 2.15% 2,152,807 108,705,725 2.32% 2,516,796

Average Non-Interest-Bearing Liabilities and Equity

Deposits-demand............... 22,725,483 28,116,320 32,110,712

Accrued expenses and

other liabilities 7,742,379 9,577,680 10,424,592

Current and deferred tax

liabilities........cccovevirnenne 425,207 364,224 94,095

Shareholders’ equity and

NEt Profit.......oovveverrecrenene, 24,479,820 27,487,270 33,222,216

Total Average Non-

Interest-Bearing

Liabilities and Equity ...... 55,372,889 65,545,494 75,851,615

Total Average

Liabilities and Equity......

204,177,829

235,651,312

266,326,127

(1)  Interbank Money Market (Bankalararasi Para Piyasast) placements are included under “Short-term debt and other interest bearing liabilities.”

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 indicated years. 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

2014 2015 2016
Average Avg. Interest Average Avg. Interest Average Average Interest
Balance Yield Income Balance Yield Income Balance Yield Income
(TL thousands, except percentages)
ASSETS
Average Interest-Earning Assets
Loans and
advances to
banks ........cccoveune 7,810,874 3.21% 250,640 7,983,342 3.44% 274,540 9,969,941 4.71% 470,009
Investments in
SECUrities......cccue.e. 40,424,653 9.45% 3,821,232 41,899,569 8.62% 3,613,195 41,810,053 8.84% 3,695,075
Loans and
advances to
CUStOMErS. v 138,177,735 9.01% 12,447,621 163,768,392 9.19% 15,056,301 186,316,766 9.90% 18,446,635
Total for
Average
Interest-Earning
ASSELS ... 186,413,262 8.86% 16,519,493 213,651,303 8.87% 18,944,036 238,096,760 9.50% 22,611,719
Average Non-
Interest-Earning
ASSELS oo 44,310,567 46,043,396 50,213,079
Total Average
ASSELS oo 230,723,829 259,694,699 288,309,839
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For the year ended 31 December

2014 2015 2016
Average Avg. Interest Average Avg. Interest Average Avg. Interest
Balance Rate Expense Balance Rate Expense Balance Rate Expense
(TL thousands, except percentages)
LIABILITIES
Average Interest-Bearing Liabilities
Deposits from banks.... 6,084,304 3.03% 184,519 5,356,120 3.19% 170,616 3,080,408 9.11% 280,507
Deposits from
CUSEOMErS ..ocvvviiiiinaes 88,823,323 5.75% 5,106,895 106,690,243 5.30% 5,655,220 122,211,876 5.50% 6,716,059

Loans and advances
from banks and

obligations under

repurchase agreements.... 49,506,183 5.43% 2,645,442 52,607,773 5.88% 3,091,796 54,505,641 6.29% 3,428,136
Bonds payable 12,684,632 6.71% 851,532 14,836,393 6.35% 942,192 15,834,434 6.97% 1,104,002
Subordinated liabilities.... 143,388 4.35% 6,234 150,350 3.84% 5,776 31,671 9.87% 3,126

Total for Average

Interest-Bearing

Liabilities ........ccccovuenene. 157,241,830 5.62% 8,794,622 179,640,879 5.49% 9,865,600 195,664,030 5.89% 11,531,830
Average Non-

Interest-Bearing

Liabilities and Equity ..... 73,481,999 80,053,820 92,645,811
Total Average
Liabilities and Equity ... 230,723,829 259,694,699 288,309,841

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

As of 31 December
2014 2015 2016
(TL thousands, except percentages)

Net Interest Income

Turkish Lira.......cooeviviviiciieiec e, 6,278,098 7,851,220 9,315,780

FOreign CUMTENCY ........cocveveevevreeierennans 1,164,588 1,390,112 1,781,163
TOUAl oo 7,442,686 9,241,332 11,096,943
Net Yield

Turkish Lira.......cocevveveiieiieiec e, 5.94% 6.66% 7.03%

Foreign CUrrency ........ccoceeeeeecieencnnenns 1.85% 1.79% 1.98%
TOtal oo 4.41% 4.73% 4.99%

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

As of 31 December
2014 2015 2016

(TL thousands, except percentages)
Net Interest Income 7,724,871 9,078,436 11,079,889
NELYIeld.....cviiiiiieici e 4.14% 4.25% 4.65%

B. Net Changes in 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 years 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.
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Interest Income

Deposits with banks ..........c.cc.cc.c....
Turkish Lira ....coocoeeverieneniennn
Foreign currency......cccceeevveeunnne.

Investments in securities ................
Turkish Lira ....ccocoovvevieienecinnn,
Foreign currency......c..ccoecevveevenne.

Loans and advances to customers, and other interest-earning assets..

Turkish Lira ....cccoeevvveeviiieesiiiee,

Foreign currency......c..cccecevveevenne.
Total interest income. .....................

Interest Expense

Deposits from customers.................
Turkish Lira ..o
Foreign CUrrency.........cccceceveeenene.

Short-term debt and other interest-bearing liabilities .............ccccoc......

Turkish Lira ....coocoeeverieneniennn
Foreign currency......cccceeevveeennne.

Long-term debt and other interest-bearing liabilities ............c..c.........

Turkish Lira ....cooooeveviienecienn,
Foreign currency......c..ccceevveeuenee.
Repurchase Agreements..................
Turkish Lira .....ccocceoeveicnencninn

Foreign currency......c..ccceevveeuenee.
Total interest expense.....................

Net change in net interest income
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For the year ended 31 December

2016/2015
Increase (decrease) due to changes in
Volume Rate Net Change
(TL thousands)

157,951 34,391 192,342
118,088 5,348 123,436
39,863 29,043 68,906
(22,250) 141,822 119,572
(99,065) 156,229 57,164
76,815 (14,407) 62,408
2,141,857 1,041,438 3,183,295
1,771,589 787,981 2,559,570
370,268 253,457 623,725
2,277,558 1,217,651 3,495,209
702,303 536,589 1,238,891
566,226 367,531 933,757
136,077 169,058 305,135
20,351 (15,851) 4,500
16,364 (11,628) 4,736
3,987 (4,223) (236)
40,499 58,047 98,546
(35,189) 50,073 14,884
75,688 7,974 83,662
133,779 163,883 297,662
162,452 159,782 322,234
(28,673) 4,101 (24,572)
896,932 742,668 1,639,600
1,380,626 474,983 1,855,609




For the year ended 31 December

2015/2014
Increase (decrease) due to changes in
Volume Rate Net Change
(TL thousands)
Interest Income
Deposits With Danks ..., 30,510 (34,812) (4,302)
TUPKISH LiTa..eiceiecieicce e, 16,499 (48,727) (32,228)
FOreign CUITENCY ..o.vvivviereieeecieriesie e ste e e sre e en, 14,011 13,915 27,926
INVEStMENLS IN SECUMEIES 1..vveveerierieieeie e, (105,756) (124,276) (230,032)
TUPKISN LIFa..cccecccee e (321,647) (118,807) (440,454)
FOreign CUITENCY ..o.vvveieeevieieeiesiesie e ste e ste ettt e sre s e, 215,891 (5,469) 210,422
Loans and advances to customers and other interest-earning 2,309,979 258,825 2,568,804
ASSELS .tttk bbbt bbbt
TUPKISN LIF@. it 1,878,021 347,951 2,225,972
FOTEIGN CUMTENCY ..o 431,958 (89,126) 342,832
Total iINtereSt INCOME..........ooi i, 2,234,733 99,737 2,334,470
Interest Expense
Deposits from CUSIOMENS. ... ....ociieeiie e, 537,206 42,380 579,586
TURKISN LIF@ i 302,854 118,687 421,541
o] =TT | Aot =13 Tos Y 234,352 (76,307) 158,045
Short-term debt and other interest-bearing liabilities..................... 7,089 (9,926) (2,837)
TUPKISH LITa..evieieciecce e, 7,084 (6,787) 297
FOreigN CUITENCY ..o.vvivviereiieieeieriese e ste e sae e sre e en, 5 (3,139) (3,134)
Long-term debt and other interest-bearing liabilities.................... (46,351) 58,211 11,860
TUPKISN LIFa..cceccce e (251,977) 57,207 (194,770)
FOreign CUITENCY .....couviuieiiiiie et 205,626 1,004 206,630
Repurchase AgreemeNntS.........ooveieereie i (34,760) (18,023) (52,783)
TURKISN LIFa. e 6,060 (52,960) (46,900)
FOTEIGN CUMTENCY ..o s neeeen (40,820) 34,937 (5,884)
TOtal INTEreSt EXPENSE......cvcveverererieereerere e se ettt eeeeeereens 463,184 72,642 535,826
Net change in net interest iNCOME ............oovvveeeveeeeeeeeereseeeenn 1,771,549 27,095 1,798,644

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 2016, the size of the Group’s aggregate securities portfolio increased by 3.1% to TL 48,179,250
thousand from TL 46,733,016 thousand as of 31 December 2015, which in turn increased by 3.2% from TL 45,283,823
thousand as of 31 December 2014. These changes resulted primarily from the Group’s strategy of seeking
selective/controlled growth in lending (that is, excess deposits were invested in securities).
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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 indicated dates:

As of 31 December

2014 2015 2016
(TL thousands)

Trading SECUNITIES......coveierireieeeeeee e 1,086,670 660,193 1,086,299
TL-denomiINGted .........cviviriiiiiiieice s 360,045 360,722 157,641
Foreign currency-denominated and indexed .............ccocvvvnens 726,625 299,471 928,658

Investment Securities

Available-for-Sale ...........ccoviiiiiiiii s 23,530,111 24,755,577 23,983,255
TL-denOmMiINGted .......coviverierieiirieiee e 19,276,402 19,311,050 18,497,087
Foreign currency-denominated and indexed .............ccccceeneeee 4,253,709 5,444,527 5,486,168

HEld-t0-MatUrity ......cccovieiiiicice s 20,667,042 21,317,246 23,109,696
TL-denomMiINGted ......cveviveieriiirieise e 13,387,953 11,980,469 12,139,124
Foreign currency-denominated and indexed ......................... 7,279,089 9,336,777 10,970,572

TOTAL .. 45,283,823 46,733,016 48,179,250

Trading Securities (Financial Assets at Fair Value through Profit or Loss)

The Group’s trading securities portfolio is composed of debt and equity securities that the Group principally 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 indicated dates:

As of 31 December

2014 2015 2016
(TL thousands)
Turkish government bonds and treasury bills®...............cccccvvvene..n. 88,558 131,238 102,745
[C70] [ IO RSP RTOR 695,861 244,556 876,298
OENBIS ...t 302,251 284,399 107,256
Total trading POIrtFOliO .........oveeveeeeeeeeeeeeeeeeeeeeeeeeeeeeeeseeeeeeeesnen 1,086,670 660,193 1,086,299

(1) Turkish currency-denominated securities.

As of 31 December 2016, the size of the Group’s trading portfolio increased by 64.5% to TL 1,086,299 thousand from
TL 660,193 thousand as of 31 December 2015 (TL 1,086,670 thousand as of 31 December 2014). 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 — Significant 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 securities before their
maturities as per IAS 39 (except certain permissible transfers). Available-for-sale securities are financial assets that are not
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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
indicated dates including income accruals:

As of 31 December

2014 2015 2016
(TL thousands)
Turkish government bonds and treasury bills™ .............cccccoovvvevrrennnnee. 13,360,950 11,966,879 12,122,340
Turkish government eurobonds®............cccoeuvvereeveeresieseree s 4,641,023 5,810,098 6,961,564
OBNEIS ..ttt e 2,665,069 3,540,269 4,025,792
Total held-to-maturity SECUIItIes..........ccccovuriiiieriiiieeceeecena, 20,667,042 21,317,246 23,109,696

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

Due to changing market conditions, in 2016, the Group decided not to classify new purchases into the held-to-maturity
category. Additionally, in 2016, the Bank sold eurobonds from its held-to-maturity portfolio in accordance with the
exception granted by IAS 39 for the sale of such securities in cases where regulatory capital requirements increase. As of
31 December 2016, the size of the held-to-maturity portfolio (including income accruals) increased by 8.4% to
TL 23,109,696 thousand from TL 21,317,246 thousand as of 31 December 2015, itself an increase of 3.1% from TL
20,667,042 thousand as of 31 December 2014. The increase in this portfolio during 2016 is consistent with the Group’s
growth strategies and its intention regarding the portfolio size of securities to be held as “held-to-maturity.”

Available-for-Sale Portfolio

The Group’s portfolio of available-for-sale securities consists of Turkish government bonds and treasury bills, Turkish
government eurobonds and bonds issued by corporations (including financial institutions) and foreign governments.

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

As of 31 December

2014 2015 2016
(TL thousands)
Turkish government bonds and treasury bills®.............cccccoevevvieiienenns 17,500,522 18,585,795 17,669,410
Bonds issued by corporations and financial institutions......................... 3,930,719 4,048,119 3,947,075
Foreign government BONAS .........coceveivieiisiecice e 1,129,157 1,246,837 1,425,545
Turkish government eurobonds® .............ccccovvveeveneieeneeeseeesse s, 871,296 526,266 722,603
OBNEIS 1t 98,417 348,560 218,622
Total available-for-sale POrtfolio ..........cc.ooveveeeesieeeeceee e 23,530,111 24,755,577 23,983,255

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

As of 31 December 2016, the size of the Group’s available-for-sale securities portfolio decreased by 3.1% to
TL 23,983,255 thousand from TL 24,755,577 thousand as of 31 December 2015, itself an increase of 5.2% as compared to
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the TL 23,530,111 thousand as of 31 December 2014. The decrease in 2016 was primarily due to a decrease in
government bonds at floating rates.

As of 31 December 2014, 2015 and 2016, the Group’s IFRS Financial Statements included unrealised gains (net of tax) on
its available-for-sale portfolio amounting to TL 88,631 thousand as of 31 December 2014, unrealised loss amounting to
TL 283,792 thousand as of 31 December 2015 and unrealised loss amounting to TL 543,775 thousand as of 31 December
2016, in other comprehensive income under shareholders’ equity.

In 20186, net losses transferred to income on disposal from other comprehensive income amounted to TL 214,415 thousand,
whereas in 2015, net losses transferred to income on disposal from other comprehensive income amounted to TL 109,041
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 2016 and their respective weighted average
yields for 2016:

As of 31 December 2016
After 1year After 5 years
lyearor  through5 through 10 After 10

less years years years Total
(TL thousands)
Turkish government Eurobonds.............. 867 574 871,338 6,406,917 7,279,697
Bonds issued by corporations................. - - 195,193 526,629 721,822
Foreign government bonds..............c...... 142,830 - - - 142,830
(011311 £ SRS - 1,599,189 2,906,229 27,753 4,533,171
TOtal ..o 143,697 1,599,763 3,972,760 6,961,299 12,677,520

As of 31 December 2016
After 1 year After 5 years
1 year or through 5 through 10 After 10

less years years years Total
Turkish government Eurobonds................ 0.6% - 21.9% 92.0% 57.4%
Bonds issued by corporations.................... 0.0% - 4.9% 7.6% 5.7%
Foreign government bonds ....................... 99.4% - - - 1.1%
OthErS....oceiiieecres e - 100.0% 73.2% 0.4% 35.8%
TOtal oo 100.0% 100.0% 100.0% 100.0% 100.0%

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 2016 and their respective
weighted average yields for 2016:

As of 31 December 2016

After 1 year After 5 years
lyearor  through5 through 10  After 10

less years years years Total
(TL thousands)
Turkish government bonds and treasury bills.. 2,865 4,668,088 21,565,861 - 26,236,814
Bonds issued by corporations.............cccceeeeee. 12,511 92,921 - - 105,432
OthErS .ot 22,845 287,392 383,173 - 693,410
TOAL oo 38,221 5,048,401 21,949,034 - 27,035,656
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As of 31 December 2016

After 1year After 5 years
lyearor  through5 through 10  After 10

less years years years Total
Turkish government bonds and treasury bills ..... 7.5% 92.5% 98.3% - 97.0%
Bonds issued by corporations ............ccocvvevivennnns 32.7% 1.8% 0.0% - 0.4%
OLNEIS .o, 59.8% 5.7% 1.7% - 2.6%
TOtaAl ..o 100.0% 100.0% 100.0% - 100.0%

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

As of 31 December

2014 2015 2016
(TL thousands)

Financial assets at fair value through profit or l0ss ............cc........ 360,046 360,722 157,641
3 MONENS OF IESS v 52,679 69,518 93,689
Over 3 months through 12 months..........cccoecvvvvvvininccecce e 21,471 20,186 5,556
Over 1 year through 5 YEars ........ccveveveierene e 271,684 255,335 45,915
OVEI 5 YBAIS ...ttt ettt ettt et 14,212 15,683 12,481

INVESTMENT SECUTTLIES. .......cvivieieiiecveicee e 32,664,354 31,291,519 30,636,211
3 MONENS OF 1ESS..vivieiiiieicere e e 3,246,475 674,285 557,079
Over 3 months through 12 months..........cccoooeieiiiiiiiiie e 1,463,896 3,564,412 413,542
Over 1 year through 5 Year........cccceeiieieieie e 9,719,861 12,161,308 14,758,348
OVEF 5 YBAIS ...ttt sttt r et b et bt snenis 18,234,122 14,891,514 14,907,242

Total Turkish Lira-denominated SeCUFities............cco.covvevrerveerrennes 33,024,400 31,652,241 30,793,852

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

As of 31 December

2014 2015 2016
(TL thousands)

Financial assets at fair value through profit or l0ss....................... 726,624 299,471 928,658
3 MONENS OF IESS ..veiviiiiciece et 695,911 250,860 877,013
Over 3 months through 12 months .........cccccceiviiv i - 144 153
Over 1 year through 5 YEarsS.........cccvveiveierese e e 29,097 26,983 16,728
OVEI 5 YEAIS ...vcvvcveciiicte sttt ae s 1,616 21,484 34,764

INVESTMENT SECUTTEIES ...vveee et ee et e et et e ee et e ene e neanas 11,532,799 14,781,304 16,456,740
S MONNS OF 18SS...civiiiiiiiiecie et 165,596 372,672 310,691
Over 3 months through 12 months .........ccccocvvvvviivciecice e 18,595 305,102 266,623
Over 1 year through 5 YEar .......cccveveievene e 3,052,225 4,240,385 5,591,586
OVEI 5 YEAIS ...vcvvcveciiicte sttt ae s 8,296,383 9,863,145 10,287,840

Total foreign currency and foreign currency indexed securities.. __12,259,423 15,080,775 17,385,398
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The following table sets out the Group’s total securities portfolio in Turkish Lira and in foreign currencies as of the
indicated dates:

As of 31 December

2014 2015 2016
(TL thousands)
Turkish Lira-denominated SECUFILIES .........ccovvvrereiinerieinierieiens 33,024,400 31,652,241 30,793,852
Foreign currency and foreign currency-indexed securities......... 12,259,423 15,080,775 17,385,398
TOtal SECUNTLIES ....voeece e 45,283,823 46,733,016 48,179,250

C. Securities Concentrations

As of 31 December 2016, 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 2016, the Group’s TL 37,578,661 thousand of Turkish government securities represented 103.1% 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 indicated dates:

As of 31 December

2014 2015 2016
Face Carrying Face Carrying Face Carrying
Value Value Value Value Value Value
Deposited at Borsa Istanbul..................... 400,000 404,817 6,587,375 7,762,361 3,085,641 4,163,509
Collateralised to foreign banks................ 19,881,314 22,627,017 12,719,029 13,936,577 7,154,445 7,817,583
Deposited at central banks for
repurchase transactions..................... 1,971,471 2,156,548 2,562,224 2,684,281 4,393,998 5,105,955
Deposited at Central Bank for interbank
transactions........coeevereeeneeneieneenne 651,756 695,783 926,832 1,043,307 3,374,800 3,841,962
Deposited at Central Bank for foreign
currency money market transactions . 79,500 118,584 79,800 126,179 75,000 128,539
Deposited at Clearing Bank (Takasbank) 188,050 206,695 196,283 214,031 176,992 181,858
ONEIS ..o 19,343 19,292 21,803
26,228,787 25,786,028 21,261,209

Pursuant to market practice, the Group pledges securities to acquire funding under security repurchase agreements. The
securities so pledged amounted to TL 12,878,466 thousand as of 31 December 2014, TL 16,508,087 thousand as of
31 December 2015 and TL 8,113,893 thousand as of 31 December 2016, comprising 28.4%, 35.3% and 16.8%
(respectively) of the Group’s securities portfolio on such dates. Such securities are included in the above table.

I11. Loans and Advances to Customers

The Group’s loans and advances to customers (i.e., cash loans) amounted to TL 205,988,793 thousand as of 31 December
2016, increasing by 17.3% compared to year-end 2015, itself a 18.6% increase from year-end 2014. 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 2016, the
Group’s total loans and advances to customers, less allowance for probable losses, comprised 66.8% of the Group’s total
assets. By comparison, as of 31 December 2015, this amount was TL 175,681,692 thousand (63.9% of the Group’s total
assets). The increase resulted from customer-driven growth but slowed down in line with the volatile financial conditions
(see “Turkish Regulatory Environment - Consumer Loan, Provisioning and Credit Card Regulations” in the Base
Prospectus).
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As of 31 December 2016, on the basis of the total amount of cash loans advanced, 72.0% of the Bank’s loans were fixed
rate and 28.0% were variable rate. The average interest rate that the Bank charged to borrowers in 2016 was 15.4% 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 14.5% in 2016 from 15.4% in 2015 and
the average interest rates on the foreign currency-denominated loan portfolio decreased to 4.9% in 2016 from 5.3% in
2015.

The Group provides financing for various purposes and although the majority of commercial and corporate loans have an
average maturity of up to 36 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 2016, the Group’s loans with remaining maturities over one year and over five years
composed 48.9% and 11.9%, respectively, of the Group’s total 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 indicated dates:

As of 31 December

2014 2015 2016
(TL thousands, except percentages)
ConSUMEr 10aNS ......ovveriirricrreeee e, 48,038,219 34.3% 54,080,094 32.4% 60,932,999 31.1%
ENEIGY oo 16,237,323 11.6% 18,866,417 11.3% 23,686,229 12.1%
SEIVICE SECLON ..o 10,638,343 7.6% 14,005,954 8.4% 16,221,852 8.3%
CONSLIUCTION ... 6,495,423 4.6% 9,008,359 5.4% 10,319,625 5.3%
Transportation and 10gistics...........ccccoeveeneee. 4,826,086 3.4% 5,616,571 3.4% 9,217,292 4.7%
Financial institutions 5,954,668 4.2% 7,886,038 4.7% 8,534,641 4.4%
FOOU....ciieiiiiiiie it 5,696,340 4.1% 7,137,335 4.3% 8,409,563 4.3%
TEXHIE ..t 5,829,731 4.2% 6,433,026 3.9% 8,122,466 4.1%
Metal and metal products ............ccccrvevivrnnenn, 5,657,688 4.0% 5,442,433 3.3% 6,283,548 3.2%
Transportation vehicles and sub-industries 4,792,766 3.4% 7,212,974 4.3% 6,227,605 3.2%
TOUFISIM .ot 4,229,025 3.0% 4,919,498 2.9% 5,451,790 2.8%
Data ProCessing ......c.ccvverereereenirerersnenennenns 3,632,173 2.5% 4,168,324 2.5% 4,948,330 2.5%
Chemistry and chemical products................... 2,584,425 1.8% 3,309,528 2.0% 4,182,785 2.1%
Agriculture and stockbreeding..........cc.ccccveneen. 2,279,105 1.6% 2,177,618 1.3% 2,557,898 1.3%
Durable consumption............cccocoeeveiiniennennns 1,669,800 1.2% 2,325,288 1.4% 2,524,186 1.3%
Machinery and equipment .........c.ccccceoveereenn. 1,384,884 1.0% 1,971,079 1.2% 2,345,946 1.2%
MINING . 1,268,218 0.9% 1,326,302 0.8% 2,326,281 1.2%
Stone/rock and related products...................... 1,445,217 1.0% 1,724,809 1.0% 2,101,354 1.1%
Paper and paper products...........ccccceeeverernnne. 899,896 0.6% 1,037,931 0.6% 1,422,039 0.7%
Electronic/optical/medical equipment ............ 718,611 0.5% 1,054,627 0.6% 1,257,451 0.6%
PIastic products..........ccovvevivrierinenensecnenns 524,275 0.4% 787,752 0.5% 869,299 0.4%
OIS .. 5,527,370 3.9% 6,390,182 3.8% 8,150,586 4.2%
TORAL oo 140,229,586  100.0% _ 166,882,139  100.0% 196,093,765 _ 100.0%

B. Maturities and Sensitivities of Loans to Changes in 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 indicated date:
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As of 31 December 2016

After 1 year
1 year or through
less® 5 years After 5 years Total
(TL thousands)
Total performing cash l0ans...........cccceovvvvviveievcceinnn, 50,206,066 59,022,629 72,944,572 182,173,267

(1) 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 2016, foreign currency-denominated loans comprised 44.9% of the Group’s loan portfolio (of which
U.S. dollar-denominated obligations were the most significant), compared to 45.3% as of 31 December 2015 and 44.4%
as of 31 December 2014.

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

As of 31 December

2014 2015 2016
(TL thousands, except percentages)
Turkish Lira.......ccococeevrvnnnne. 82,355,352 55.6% 96,093,172 54.7% 113,458,165 55.1%
U.S.dollar .....cccoeevrvrernnnn 43,147,605 29.1% 47,087,795 26.8% 50,589,133 24.6%
euro and others.......oovvvvs, 22,578,455 15.2% 32,500,722 18.5% 41,941,495 20.4%
Total oo 148,081,412  100.0% 175,681,689  100.0% 205,988,793 100.0%

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 indicated dates:

As of 31 December

2014 2015 2016
(TL thousands)
NPLS .ot 4,749,142 6,090,168 6,910,833
Loans past due but not impaired and loans under follow-up ........ 2,022,502 4,182,192 8,286,780
Loans with renegotiated termS.........ccvvevereeeeeeeieie e 4,084,596 7,046,611 9,847,022
TOTAL oot 10,856,240 17,318,971 _ 25,044,635

A loan is categorised as non-performing when the Group determines that it is probable that it will be unable to collect all
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 2016, there were no material amount of loans 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
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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 2016, the Group’s portfolio of cash loans did not contain any concentration of credits that exceeded
10% of its total 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 2016, the gross cash loans to the Bank’s 10 largest
customers (on a Bank-only basis) represented approximately 7.7% of its gross loan portfolio, as compared to
approximately 6.9% as of 31 December 2015 and 6.7% as of 31 December 2014. 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 loans like retail
and SME loans increased in 2014, 2015 and 2016, 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 2016, the Group’s other interest-earning assets did not include any assets that would be included in
I11.C.1. (“Non-performing, Past Due but not Impaired and Loans with Renegotiated Terms”) or I11.C.2. (“Potential
Problem Loans”) above if such assets were loans.

I\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 fulfill the terms and conditions of its loan agreement and refusal of a borrower 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, a loan 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.

Pursuant to the Regulation on Provisions and Classification of Loans and Receivables, banks are required to reserve
adequate provisions for loans and other receivables until the end of the month in which the payment of such loans and
receivables has been delayed. This regulation also requires Turkish banks to provide a general reserve of at least 1% of the
total cash loan portfolio plus at least 0.2% of the total non-cash loan portfolio (i.e., letters of guarantee, avals and their
sureties and other non-cash loans) (except for: (@) commercial cash loans defined in Group | above, for which the general
reserve should be equal to at least 0.5% of the total commercial cash loan portfolio, (b) commercial non-cash loans
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defined in Group | above, for which the general reserve should be equal to at least 0.1% of the total commercial non-cash
commercial loan portfolio, (c) cash and non-cash loans defined in Group | for SMEs and relating to transit trade, export,
export sales and deliveries and services, activities resulting in gains of foreign currency and syndicate loans used for the
financing of large-scale public tenders, for which the general loan loss reserve is calculated at 0%) for standard loans
defined in Group | above and a general reserve calculated at 2.0% of the total cash loan portfolio plus 0.4 % of the total
non-cash loan portfolio (i.e., letters of guarantee, avals and their sureties and other non-cash loans) for closely-monitored
loans defined in Group Il above (except for: (i) commercial cash loans, cash loans for SMEs and relating to transit trade,
export, export sales and deliveries and services, and activities resulting in gains of foreign currency, for which the general
loan loss reserve should be equal to at least 1.0%, and (ii) non-cash loans related to the items stated in (i) above, for which
the general loan loss reserve is equal to 0.2%). The exceptions regarding the loan loss reserve calculation stated above will
be applied to the respective loans defined in Group I and Group Il above until 31 December 2017.

The Group’s non-performing loans amounted to TL 4,749,142 thousand, TL 6,090,168 thousand and TL 6,910,833
thousand as of 31 December 2014, 2015 and 2016, respectively. The Group’s ratios of non-performing loans to total cash
loans and to total cash loans and non-cash loans were 3.1% and 3.3%, 3.2% and 2.5%, and 2.6% and 2.6%, respectively,
as of 31 December 2014, 2015 and 2016. 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 96.3%, 89.6%
and 75.4% as of 31 December 2014, 2015 and 2016, 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:

2016
Corporate/
Commercial Consumer
Loans Loans Credit Cards Total
(TL thousands)
Balances at beginning of period....................... 3,037,652 2,494,441 1,684,416 7,216,509
Additions, recoveries and reversals, (net) (+)..... 2,325,207 451,199 (69,665) 2,706,741
WIItE-0FFS (=) cvvivvieieii e, 908,015 474,014 294,229 1,676,258
Balances at end of period .............ccccoeevvnnenne. 4,454,844 2,471,626 1,320,522 8,246,992
2015
Corporate/
Commercial Consumer
Loans Loans Credit Cards Total
(TL thousands)
Balances at beginning of period....................... 2,623,984 1,839,703 1,194,213 5,657,900
Additions and recoveries, (net) (+) ....cccocevvrvennen, 674,793 778,735 538,152 1,991,680
WIItE-0FFS (=) cvvvvvivrieieieiescece e, 261,125 123,997 47,949 433,071
Balances at end of period............ccc.ccoevvurneennee. 3,037,652 2,494,441 1,684,416 7,216,509
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2014

Corporate/
Commercial Consumer
Loans Loans Credit Cards Total
(TL thousands)

Balances at beginning of period............cc.ccoeee. 2,303,670 1,346,867 1,018,560 4,669,097
Additions and recoveries, (Net) (+).....cccccoerererenn 596,305 569,289 370,925 1,536,519
WIItE-0FFS (=) .cvuvvvriveiiciieicee e 275,991 76,453 195,272 547,715
Balances at end of Period ............oooovvveverrernnenne. 2,623,984 1,839,703 1,194,213 5,657,900

The amount of the net additions to the allowance charged to operating expenses were TL 1,619,098 thousand in 2014,
TL 1,971,048 thousand in 2015 and TL 2,755,077 thousand in 2016.

V. Deposits

As of 31 December 2016, the Group’s major source of funds for its lending and investment activities were deposits from
non-bank customers, which accounted for 64.1% of the Group’s total liabilities (up from 61.4% as of 31 December 2015
and 60.0% as of 31 December 2014). Loans and advances from banks excluding subordinated liabilities accounted for
17.4% of total liabilities as of 31 December 2016, up from 16.5% as of 31 December 2015 and down from 18.1% as of
31 December 2014. Other sources of funding include (inter alia) deposits from banks, obligations under repurchase
agreements, bonds issued and subordinated liabilities.

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

As of 31 December

2014 2015 2016

(TL thousands, except percentages)

Deposits from banks ........c..ccceveveieniiennns 7,114,771 3.6% 6,960,181 3.0% 4,487,946 1.8%
Deposits from CUStOMErs .......c.cccevvvvvriennnns 126,292,539 63.7% 149,154,274 65.3% 174,155,645 68.3%
Obligations under repurchase

AGrEEMENTS ...vvevvveeeereee e 12,021,165 6.1% 16,567,796 7.3% 11,230,193 4.4%
Loans and advances from banks................ 38,218,041 19.3% 39,959,934 17.5% 47,327,944 18.6%
Bonds payable ........c..ccoceviiiiiiiinin 14,438,356 7.3% 15,511,597 6.8% 17,846,340 7.0%
Subordinated liabilities ..........c.cccovvrerenne.. 140,766 0.1% 159,792 0.1% - -
TOtal .o 198,225,638 100.0% 228,313,574 100.0% 255,048,068 100.0%

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 indicated
dates, excluding expense accruals:
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As of 31 December

2014 2015 2016
(TL thousands)
Foreign CUrrency ......c.cceevevvevveveennnnennns 63,527,819 83,464,399 96,627,871
SAVING. ot 42,799,928 46,195,917 53,533,781
Commercial ......ccoeeviireniiiieieen 14,733,331 14,866,494 18,339,903
Gold, public and other............ccccovenee 4,695,309 4,053,355 5,016,793
Total ..o 125,756,387 148,580,165 173,518,348

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

2014 2015 2016
Average Average Average
Average Interest Average Interest Average Interest
Deposits Rate Deposits Rate Deposits Rate
(TL thousands, except percentages)

Demand deposits™.........ccccooververrierinns 22,725,483 0.01% 28,116,319 0.01% 32,110,711 0.00%

FOreign CUMTeNCY ......ocoveervreeerenieienenienens 11,582,457 0.01% 14,598,723 0.01% 16,231,302 0.00%

From banks ..o, - - - - - -
From governments and official

INSEIEULIONS.....vcvce e - - - - - -

From other CUStOMErS ........cc.ovvernnne. 11,582,457 0.00% 14,598,723 0.00% 16,231,302 0.00%

TUurkish Lira......oooovveinnineneens 11,143,026 0.01% 13,517,596 0.01% 15,879,409 0.01%

From banks ........cccoieienniieniicee 135,380 0.00% 163,453 0.00% 192,692 0.00%
From governments and official

INSLItULIONS.....oceicec e 987,697 0.00% 1,111,191 0.00% 1,128,146 0.00%

From other cUStOMErs .........c.cccceeerunne. 10,019,949 0.00% 12,242,952 0.00% 14,558,571 0.00%

Savings deposits ......c.coeevrereinireineines 34,019,646 8.32% 37,520,976 0.00% 41,116,611 8.94%

FOreign CUMTeNCY ........coeeervreeereneceeneniennns - - - - - -

TUurkish Lira......ooooevveinniiecees 34,019,646 8.32% 37,520,976 8.49% 41,116,611 8.94%

From banks ..o, - - - - - -
From governments and official

INSEIEULIONS.....vcvce e - - - - - -

From other CUStOMErS ........c.ovvrernnne. 34,019,646 0.00% 37,520,976 0.00% 41,116,611 0.00%

Time DEPOSITtS......covveireereirirecrsieeeeene 67,444,092 3.37% 83,308,803 3.00% 93,727,780 3.46%

FOreign CUMTeNCY ......ocoeererueerenecienenienene 49,169,894 1.64% 64,951,437 1.48% 72,748,371 1.75%

From banks ........cccoieeennnicnncene 3,410,843 0.00% 2,650,175 0.00% 1,269,422 0.00%
From governments and official

INSEItULIONS.....eovii e - - - - - -

From other CUStOMErs .........c.cccceervrnne. 45,759,051 0.00% 62,301,262 0.00% 71,478,949 0.00%

Turkish Lira......oocoeereienniencc e 18,274,198 8.04% 18,357,366 8.36% 20,979,409 9.43%

From banks ..o, 835,131 0.00% 940,053 0.00% 1,439,374 0.00%
From governments and official

INSEIEULIONS.....vcvce e 171,850 0.00% 31,464 0.00% 51,302 0.00%

From other CUStOMErS .......oveveveeeevennnn, 17,267,217 0.00% 17,385,849 0.00% 19,488,733 0.00%

TOAl oo 124,189,221  4.11% 148946098  3.82% 166,955,102  4.15%

(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 US$100,000 or more (or
its equivalent) as of 31 December 2016:
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As of 31 December 2016
Over 3 months Over 6 months

3 months through 6 through 12 Over 12
or less months months months
(TL thousands)
Deposits over U.S. $100,000
FOreign CUMTENCY .....cccvvuveieieeieiesese e sinseenens 34,611,490 719,584 5,258,434 8,893,521
TUPKISN Lira. oo 21,778,070 236,330 784,159 1,632,604

Deposits from Banks

The Group’s deposits from banks are comprised of demand and time deposits. The Group’s deposits from banks increased
by 14.4% to TL 178,643,591 thousand as of 31 December 2016 from TL 156,114,455 thousand as of 31 December 2015,
which was TL 133,407,310 thousand as of 31 December 2014.

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

As of 31 December

2014 2015 2016
(TL thousands)
Demand depositS........cceoererenencieneenns 1,906,709 1,824,611 2,912,443
Time deposits .......ccccveveveeeceereeei e, 5,187,226 5,129,721 1,568,407
L] - O 7,093,935 6,954,332 4,480,850

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

As of 31 December

2014 2015 2016
(TL thousands, except percentages)
Turkish Lira deposits.......c.......... 61,902,718 46.4% 66,188,875 42,4% 75,979,897 42.5%
Foreign currency deposits........... 71,504,592 53.6% 89,925,580 57,6% 102,663,694 57.5%
Total oo 133,407,310  100.0% 156,114,455 100.0% 178,643,591  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 decline in interest rates.

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

As of 31 December

2014 2015 2016
(TL thousands)
3 mMONthS OF 1€SS .....cvvviiiiiicee e 120,815,511 139,403,769 162,935,278
Over 3 months through 12 months................. 11,172,686 15,276,883 13,941,908
Over 1 year through 5 years.........cccccccvevenene. 1,406,171 1,417,749 1,744,206
OVEI 5 YBAIS....vvveeeeeeere et sn s 12,942 16,054 22,199
TOtal oo 133,407,310 156,114,455 178,643,591
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VI. Return on Equity and Assets
The following table sets out certain of the Group’s selected financial ratios and other data for the indicated periods:

For the years ended 31 December

2014 2015 2016
(TL thousands, except percentages)
Average total asSets™ .........co...oviiriiirieni s 228,126,218 259,694,698 288,309,840
Average shareholders’ eqUity™............ccoovieeeeerieeseeeseees s 25,382,073 28,984,351 34,240,347
Average shareholders’ equity as a percentage of average total assets 11.1% 11.2% 11.9%
Return on average total asSets'? .............cccovoieereeeieeneineseeeseesienens 1.7% 1.5% 1.8%
Return on average shareholders’ equity™.............cccoovvrvirvieirirnnnnn, 15.1% 13.1% 14.8%

(1) Averages are 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. Borrowings and 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 indicated dates by source and maturity profile:

As of 31 December

2014 2015 2016
(TL thousands)
Short-term borrowings from domestic banks and institutions......... 1,832,315 1,239,704 3,322,932
Short-term borrowings from foreign banks and institutions ........... 11,087,263 12,408,195 13,634,202
Long-term debts (Short-term portion) .........c.coeeeeeveeieienene e, 7,080,489 4,879,261 7,462,893
Long-term debts (medium and long-term portion).................cc....... 17,668,279 21,205,296 22,623,249
TOAL ..o 37,668,346 39,732,456 47,043,276

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 indicated dates:

As of 31 December

2014 2015 2016
(TL thousands, except percentages)
Turkish currency........ccccovevrenee 5,858,890 15.3% 3,647,830 9.1% 3,223,090 6.8%
FOreign CUMTenCY .........cccoeveunens 32,359,151 84.7% 36,312,104 90.9% 44,104,854 93.2%
TOtal oo 38,218,041 100.0% 39,959,934 100.0% 47,327,944 100.0%

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 indicated
dates (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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As of 31 December

2014 2015 2016
Maximum Maximum Maximum
Month-end Month-end Month-end
Amount Amount Amount Amount Amount Amount
(TL thousands)
Short-term borrowings from

banks and other institutions... 587,677 643,572 585,990 655,328 840,482 842,779
Foreign currency ................. 353,789 258,066 330,682 255,308 501,524 341,255
Turkish Lira.......cccoeveevenneenn, 233,888 385,506 255,308 400,020 338,958 501,524
Long-term borrowings.............. 39,032,786 46,044,823 46,839,200 50,043,338 53,880,039 53,880,039
Foreign currency ................. 30,299,229 37,022,752 41,254,533 42,728,965 47,436,276 47,436,276
Turkish Lira....ooo 8,733,557 9,022,071 5,584,667 7,314,373 6,443,763 6,443,763
Total .o, 39,620,463 46,688,395 47,425,190 50,698,666 54,720,521 54,722,818

The following table sets out a breakdown of the Bank’s approximate average daily borrowings for the indicated years and

the approximate weighted average interest rate thereon:

2014 2015 2016

Average Interest Average Interest Average Interest

Amount Rate Amount Rate Amount Rate

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

other insStitutions ...........c.cooeevvicrnnn, 711,977 0.00% 1,167,604 0.00% 5,583,218 0.00%
Foreign CUrrency ........ccccovvvevrenreeene 168,153 6.06% 168,271 4.19% 405,418 1.68%
Turkish Lira......cccoveennicnncinnns 543,824 2.80% 999,333 1.56% 5,177,800 0.39%
Long-term borrowings........cc.ceeveevevennns 34,107,753 5.15% 37,700,163 4.69% 39,541,801 4.72%
Foreign CUrrency ........ccoevvvevervennenn, 26,163,924 3.52% 31,996,605 3.53% 34,128,451 3.55%
LIV L DO 7,943829  1053% 5,703,558  11.25% 5413350  12.13%
TOTAl .o 34,819,730 5.12% _38,867,767 4.61% 45125019 4.20%

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 indicated dates (with many of the indicated interest rates being based upon a floating rate,

principally LIBOR, and thus re-set periodically):
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As of 31 December 2016

Medium and
Interest Latest Amount in original  Short-term long-term
rate maturity currency portion portion
(millions) (TL thousands)

DPR Future Flow Transaction XVI...... 3% 2034 US$1,000 - 3,513,000
DPR Future Flow Transaction XVII..... 3% 2034 US$550 - 1,932,150
Deutsche Bank AG Il......c.coccoveveevennnnee. 3% 2019 US$500 - 1,756,500
DPR Future Flow Transaction XVIII ... 2-3% 2019 US$500 281,040 1,474,879
DPR Future Flow Transaction XIV ...... 3% 2026 US$399 175,650 1,224,705
Bilateral Loan l........ccccoovvveeieiiiecciens 2% 2017 US$145 667,470 -
Deutsche Bank AG | .......ccccevveveiviennans 11-13% 2017 TL568 - 568,150
INGDIBA......ccoi et 1% 2017 Us$161 349,598 216,667
DPR Future Flow Transaction XX ....... 3% 2021 US$150 - 526,950
Syndicated Loan ..........ccccoeevininieniiennnne 2% 2018 US$149 524,198
EIB T oot 1-4% 2022 US$118 78,292 335,375
Proparco.....cccccvievinniieniie e 2% 2028 €100 - 370,200
DPR Future Flow Transaction XV ....... 3% 2018 US$102 204,925 153,694
DPR Future Flow Transaction XIX...... 2% 2027 US$99 17,137 331,206
DPR Future Flow Transaction XIX...... 2% 2020 US$89 52,695 261,676
DPR Future Flow Transaction XV ....... 2% 2018 €78 166,590 124,943
DPR Future Flow Transaction IX......... 1% 2018 €60 127,165 95,523
EIB Hl.oooviiiiiieciiceeceece e 10% 2020 TL219 - 218,513
DPR Future Flow Transaction XX ....... 3% 2021 US$60 - 210,780
EIB oot 9% 2019 TL206 - 206,250
DPR Future Flow Transaction XX ....... 2% 2021 €50 - 185,100
Bilateral Loan Il ..........ccccoevivvviiiiniennnns 3% 2019 US$50 - 175,650
DPR Future Flow Transaction XX ....... 3% 2021 US$50 - 175,650
DPR Future Flow Transaction XX ....... 3% 2021 US$50 - 175,650
DPR Future Flow Transaction XII........ 2% 2022 €47 27,707 146,044
DPR Future Flow Transaction XII........ 1% 2022 €47 27,707 146,044
OPIC ..t 3% 2019 uUS$43 50,587 101,174
DPR Future Flow Transaction VIII ...... 1% 2017 us$42 147,546 -
EIB-IV ..o 9% 2019 TL69 - 69,100
EBRD-V ..o 3% 2017 Us$17 60,223 -
EBRD-AI ..o 1% 2025 US$12 4,960 37,196
DPR Future Flow Transaction VIII ...... 1% 2017 Us$12 42,133 -
DPR Future Flow Transaction VIII ...... 1% 2017 Us$12 40,588 -
EBRD-IV.....coiiiiiieieeiece e 2% 2017 €6 21,154 -
EFSE ... 4% 2017 €5 18,550 -
KW o 1% 2017 €3 12,342 -
Others ....ocvececcececece e 4,888,834 7,366,282
TOtal oo 7,462,893 22,623,249
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As of 31 December 2015

Medium and
Amount in original  Short-term long-term

DPR Transaction XVI
DPR Transaction XVII
Deutsche Bank AG I
DPR Transaction XVI1II
DPR Transaction X1V
Deutsche Bank AG |
Bilateral Loan |

DPR Transaction XV
Syndicated Loan

DPR Transaction XV
DPR Transaction IX
DPR Transaction XIX
DPR Transaction VIII
DPR Transaction XIX

currency portion portion
(millions) (TL thousands)
US$1,000 - 2,908,000
US$550 - 1,599,400
US$500 - 1,454,000
US$500 - 1,453,662
US$398 29,080 1,128,752
TL568 - 568,150
US$190 - 552,520
US$161 179,423 289,952
US$160 169,633 296,858
US$149 - 431,874
US$140 64,809 342,427
€124 142,520 249,409
€94 108,688 190,353
US$99 - 288,013
US$98 162,835 122,129
US$89 - 259,384
TL219 - 218,513
TL206 - 206,250
€54 23,703 148,645
€54 23,703 148,645
US$58 41,875 125,626
US$56 163,386 -
US$34 49,851 49,851
Us$28 46,505 34,884
US$28 46,482 34,872
TL69 - 68,580
€17 36,153 18,093
US$17 50,704 -
€15 31,511 15,888
€13 39,528 -
Us$12 - 34,681
€10 21,118 10,559
€8 26,382

3,421,372 7,955,326

4,879,261 21,205,296




As of 31 December 2014

Medium and
Interest Latest Amount in original  Short-term long-term
rate maturity currency portion portion
(millions) (TL thousands)

DPR Transaction XVl.......ccccoceevnernnne 2% 2034 US$1,000 - 2,305,000
DPR Transaction XV ........ccoceevvvrnnnene 3% 2034 US$550 - 1,267,750
Deutsche Bank AG Il........ccccoovveviernnene 3% 2019 US$500 - 1,152,500
DPR Transaction XV .......ccccccoeernnene 2-3% 2019 US$500 - 1,152,450
DPR Transaction XIV..........cccoeveviennans 3% 2026 US$397 - 916,123
Deutsche Bank AG Il .........cccovvennnene 9% 2015 TL750 750,000 -
Deutsche Bank AG 1.........cccccoveevieriennne 11-13% 2017 TL701 - 701,210
DPR Transaction XV ........cccceveevierinnnns 2% 2018 US$175 33,615 369,760
DPR Transaction XV ........ccceoeevierinnnns 2% 2018 €135 31,375 345,126
EIB 1o 1-4% 2022 US$159 51,352 322,671
DPR Transaction VI .......c..ccccecvvenene 1% 2017 US$154 129,045 225,837
DPR Transaction IX ........ccccevveviernnne 1% 2018 €125 92,756 255,881
DPR Transaction XIHI.......cc.ccocecvvennene 2% 2016 US$131 172,518 129,468
EIB oo 9% 2020 TL219 - 218,513
EIB I 9% 2019 TL206 - 206,250
DPR Transaction Xl ........ccccocvevivrnnne 2% 2022 €62 20,873 151,768
DPR Transaction Xl ........ccccoceevierinnnne 1% 2022 €62 20,873 151,768
OPIC...ciiitieisi et 3% 2019 US$72 33,192 132,768
DPR Transaction Vl.........ccccooeevierianns 1% 2016 US$52 79,942 40,069
EBRD-V ..ot 3% 2017 US$51 39,514 79,029
DPR Transaction Xl ........ccccoceevrerinnnne 2% 2016 €42 92,543 23,228
DPR Transaction VI .......c..cccccovveinene 1% 2017 US$44 36,852 64,497
DPR Transaction VI .......c..ccccecvvenene 1% 2017 US$44 36,834 64,470
DPR Transaction XIHI.......cc.ccoceevvvrnene 2% 2016 €29 46,420 34,829
EBRD IV .ot 2% 2017 €29 31,842 47,775
EFSE ..o 3% 2017 €25 28,207 42,311
EIBIV oo 9% 2019 TL69 - 69,183
KIW oo 2% 2017 €17 18,591 27,895
EBRD Il...coiiieiiiieice e 1-2% 2025 US$19 15,644 27,210
OLhErS .o 5,318,501 7,142,940
TOtal oo 7,080,489 17,668,279

The Group’s short-term borrowings included the following syndicated loan facilities as of 31 December 2014, 2015 and

2016 are as follows:

as of 31 December 2014: two one-year-syndicated-loan facilities utilised for general trade finance purposes
including export and import contracts in two tranches of: (a) US$361,400,000 and €840,300,000 with rates of
LIBOR + 0.90% and EURIBOR + 0.90% per annum, respectively, and (b) US$318,750,000 and €785,000,000 with
rates of LIBOR + 0.90% and EURIBOR + 0.90% per annum, respectively. These were paid upon their maturity.

as of 31 December 2015: two one-year-syndicated-loan facilities utilised for general trade finance purposes
including export and import contracts in two tranches of: (a) US$364,500,000 and €913,500,000 with rates of
LIBOR + 0.80% and EURIBOR + 0.80% per annum, respectively, and (b) US$266,550,000 and €939,500,000 with
rates of LIBOR + 0.75% and EURIBOR + 0.75% per annum, respectively. These were paid upon their maturity.

as of 31 December 2016: two one-year syndicated loan facilities utilised for general trade finance purposes
including export and import contracts in two tranches of: (a) US$479,325,000 and €814,625,000, with the rates of
LIBOR + 0.85% and EURIBOR + 0.75% per annum, respectively, and (b) US$626,000,000 and €615,500,000 with
the rates of LIBOR + 1.10% and EURIBOR + 1.00% per annum, respectively.
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Obligations under Repurchase Agreements

The Group’s obligations arising from agreements for the repurchase/resale of securities amounted to TL 11,230,193
thousand as of 31 December 2016, as compared to TL 16,567,796 thousand as of 31 December 2015 (TL 12,021,165
thousand as of 31 December 2014). These obligations represented 3.6% of the total assets of the Group as of 31 December
2016, 6.0% as of 31 December 2015 and 5.1% as of 31 December 2014. 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 11.C. (Securities Portfolio-Securities Portfolio Concentrations) above).

Bonds Payable
In 2016, the Group issued bonds in Turkish Lira and foreign currencies. The outstanding amount of such bonds amounted
to TL 17,846,340 thousand as of 31 December 2016. The following tables set out a description of the Group’s bonds

payable excluding expense accruals as of the date indicated.

As of 31 December 2016

Latest Maturity Interest Rates Carrying Value

(TL thousands)

Bonds of US$2,632 million ............. 2022 0.7-6.4% 8,449,805
Bonds of TL 5,978 million .............. 2018 7.5-12.1% 5,930,561
Bonds of EUR 586 million .............. 2027 0.5-5.2% 2,160,087
Bonds of AUD 175 million.............. 2018 5.6% 443,378
Bonds of RON 420 million.............. 2019 5.5-6.3% 340,905
Bonds of JPY 5,500 million............. 2017 0.4-1.3% 165,440
Sub-total ..o, 17,490,176
Expense accrual on bonds payable .. 356,164
Total ..o 17,846,340

As of 31 December 2015

Latest Maturity Interest Rates Carrying Value

(TL thousands)
Bonds of US$2,967 million ............. 2022 0.7-6.4% 7,963,319
Bonds of TL 4,800 million .............. 2018 7.5-11.9% 4,495,626
Bonds of EUR 595 million .............. 2027 0.5-5.2% 1,875,214
Bonds of AUD 175 million.............. 2018 5.6% 370,913
Bonds of RON 450 million.............. 2019 5.5-6.3% 313,252
Bonds of JPY 4,700 million............. 2017 0.8-1.3% 113,768
Bonds of CZK 340 million.............. 2016 2.3% 39,849
Sub-total.........ccooevvieiiniiiieee 15,171,941
Expense accrual on bonds payable .. 339,656
Total .o 15,511,597
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As of 31 December 2014

Latest

Maturity Interest Rates Carrying Value

(TL thousands)
Bonds of US$3,198 million ............... 2022 0.3-6.4% 6,846,289
Bonds of TL 5,146 million................. 2018 6.6-11.6% 4,808,378
Bonds of EUR 594 million................. 2027 0.5-5.2% 1,648,681
Bonds of AUD 175 million................ 2018 5.6% 329,043
Bonds of RON 448 million................. 2019 5.5-6.3% 277,905
Bonds of CHF 36 million................... 2015 1.1-2.2% 83,520
Bonds of CZK 763 million................. 2016 1.1-2.5% 76,765
Bonds of JPY 3,600 million............... 2016 1.1-2.5% 69,206
Sub-total.......ccooiiiiii 14,139,787
Expense accrual on bonds payable..... 298,569
Total. oo 14,438,356

The total face value of the bonds and bills issued by the Bank in the domestic market reached TL 4,096 million
as of 31 December 2016. Such issuances are authorised by the CMB.

Recent Indebtedness
Since the beginning of 2017, the Group incurred the following material debts:

In January 2017, the Bank entered into new €62.5 million and €90 million DPR transactions, each maturing in
2021.

The Bank issues, and may issue in the future, from time to time, additional Series of Notes under the
Programme, which (as permitted by the Programme) are, and in the future 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
indicated dates.

As of 31 December 2015

Latest
Maturity Interest Rates Carrying Value
(TL thousands, except percentages)
Subordinated debt of €50 Million ..........cccovvevieiiiiieiee, 2021 EURIBOR+3.50% 158,355
As of 31 December 2014
Latest Carrying
Maturity Interest Rates Value
(TL thousands, except percentages)
Subordinated debt of €50 million ... 2021 EURIBOR+3.50% 139,444

Non-Cash Loans and Other Contingent Liabilities

The Group enters into certain financial instruments with off-balance sheet risk in the normal course of business in 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
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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.

The following table sets out certain details of the Group’s non-cash loans as of the indicated dates:

As of 31 December

2014 2015 2016
(TL thousands)
Letters of guarantee..........ccoevevververervsnsnseeveneennns 27,518,573 32,709,109 38,012,713
Letters of credit and acceptance credits ................. 10,123,922 16,114,407 17,881,701
Other guarantees and SUreties.............c.covevrverrnnnn. 86,702 109,206 191,066
L] 7 OO 37,729,197 48,932,722 56,085,480

As of 31 December 2016, non-cash loans of the Group increased by 14.6% to TL 56,085,480 thousand from
TL 48,932,722 thousand as of 31 December 2015 (itself, an increase of 29.7% from TL 37,729,197 thousand as of
31 December 2014). The Group issues letters of guarantee, letters of credit, acceptance credits and other payment
commitments arising in a wide variety of transactions.

As of 31 December 2016, the Group’s commitments for unused credit limits and promotions of credit cards, checks and
loans to customers, and commitments for loan granting and other revocable and irrevocable commitments amounted to
TL 45,790,059 thousand, an increase of 12.1% compared to TL 40,851,564 thousand as of 31 December 2015
(TL 42,301,547 thousand as of 31 December 2014).

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 96,974,214 thousand as of 31 December 2014, TL 132,069,129 thousand as
of 31 December 2015 and TL 148,281,594 thousand as of 31 December 2016.

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

2014 2015 2016
(TL thousands)
Currency/Cross CUrreNCY SWaPS ....cceveverreeeereervereessessenns 50,427,102 51,918,588 84,899,426
PUIChASES ... 37,014,971 31,515,308 47,731,917
SAIES .ot 13,412,131 20,403,280 37,167,509
Foreign currency options.......cccccovvievievesinsiecce e 23,600,212 42,603,408 26,281,243
PUIChASES ..o 10,966,393 21,130,308 12,801,646
SAIES .ot 12,633,819 21,473,100 13,479,597
Forward exchange contracts...........ccocvevevneeeienenienn 11,147,213 16,479,024 14,093,160
PUIChASES ..ot 5,788,555 8,933,585 8,308,944
SAIES ..t 5,358,658 7,545,439 5,784,216
Other Swap CONTFACES........cccoveieiirire e 4,740,409 10,770,659 13,543,247
PUIChASES ..ot 109,098 4,916,745 5,950,319
SAIES .ot 4,631,311 5,853,914 7,592,928
Interest rate OPtioNS .......cccvvvveve v 3,317,396 6,260,492 5,927,914
PUIChASES ... 1,658,698 3,130,246 2,963,957
SAIES .ot 1,658,698 3,130,246 2,963,957
Spot exchange Contracts .........ccocvevvvviereciercne e 2,720,159 1,634,258 1,969,748
PUIChASES ... 175,533 74,243 294,003
SAIES .o 2,544,626 1,560,015 1,675,745
Interest rate SWaps™ ...........coocovveveeeveereseeseesenieniens 569,569 701,088 847,269
PUIChASES ..ot 231,892 406,449 514,383
SIS ..ttt 337,677 294,639 332,886
Other forward CONtracts..........c.cooevirenieieicne e 300,506 1,324,598 334,781
PUIChASES ...vvveiciecicese e 279,663 1,030,785 211,854
SAIES .ot 20,843 293,813 122,927
Securities, shares, interest rate and index options....... 37,370 83,140 120,376
PUIChASES ... 25,018 45,544 87,673
SAIES .ot 12,352 37,596 32,703
Interest rate and other futuresS...........ccccooevvvieieinenns 92,200 - 100,121
PUIChASES ..o - - -
SIS ..ttt 92,200 - 100,121
Foreign currency fULUIES ... 19,099 7,027 95,633
PUFCNESES ...t 19,099 3,462 26,286
SAIES ..t - 3,565 69,347
Other future CONTFaCtS........cccooeieriie i 2,979 286,847 68,676
PUFCNESES ...t 642 2,450 5771
SAIES ..t 2,337 284,397 62,905
L0 ] 7 | SO SR 96,974,214 132,069,129 148,281,594

(1) In case of interest rate swaps, the amounts presented in the table above are the marked-to-market values of such transactions.
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TERMS AND CONDITIONS OF 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.

14 March 2017
TURKIYE GARANTI BANKASI A.S.

Issue of US$500,000,000 5.875% Notes due 2023 (the Notes)
under the US$6,000,000,000
Global Medium Term Note Programme

PART A - CONTRACTUAL TERMS

Terms used herein shall be deemed to be defined as such for the purposes of the Terms and Conditions of the Notes (the
“Conditions™) set forth in the Base Prospectus dated 24 March 2016 (as supplemented on 12 May 2016, 29 July 2016,
31 August 2016, 26 October 2016 and 8 March 2017) and the Prospectus dated 14 March 2017, which, together in the
manner described in such Prospectus, constitute a prospectus (the “Prospectus™) for the purposes of Article 5.4 the
Prospectus Directive. 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
(https://www.garantiinvestorrelations.com/en/debt-information/GMTN/GMTN/48/2723/0).

1. Issuer: Tiirkiye Garanti Bankas1 A.S.
2. @) Series Number: 2017-2
(b) Tranche Number: 1

(c) Date on which the Notes will be Not Applicable
consolidated and form a single Series:

3. Specified Currency: U.S. dollars or US$
4. Aggregate Nominal Amount:
(@) Series: US$500,000,000
(b) Tranche: US$500,000,000
5. Issue Price: 100.00 per cent. of the Aggregate Nominal Amount of the
Tranche
6. @) Specified Denomination(s): US$200,000 and integral multiples of US$1,000 in excess
thereof
(b) Calculation Amount: US$1,000
7. @) Issue Date: 16 March 2017
(b) Interest Commencement Date: Issue Date
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Maturity Date:

9. Interest Basis:
10. Redemption Basis:
11. Change of Interest Basis:
12. Put/Call Options:
13. @ Status of the Notes:
(b) Date Board approval for issuance of

Notes obtained:

16 March 2023

5.875 per cent. Fixed Rate

(see paragraph 14 below)

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

Not Applicable

Not Applicable

Senior

Not Applicable

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

14, Fixed Rate Note Provisions:
@) Rate(s) of Interest:
(b) Interest Payment Date(s):
(c) Fixed Coupon Amount(s):
(d) Broken Amount(s):
(e) Day Count Fraction:
f Determination Date(s):
(9) Modified Fixed Rate Notes:
15. Floating Rate Note Provisions:
16. Zero Coupon Note Provisions:

PROVISIONS RELATING TO REDEMPTION

17. Notice periods for Condition 8.2:
18. Issuer Call:

19. Investor Put:

20. Final Redemption Amount:

75

Applicable

5.875 per cent. per annum payable in arrear on each Interest
Payment Date

16 March and 16 September in
including the Maturity Date

each year up to and

Not Applicable
Not Applicable
30/360

Not Applicable
Not Applicable
Not Applicable

Not Applicable

Minimum period: 30 days
Maximum period: 60 days
Not Applicable
Not Applicable

US$1,000 per Calculation Amount



21, Early Redemption Amount payable on US$1,000 per Calculation Amount
redemption for taxation reasons or on event of
default:

GENERAL PROVISIONS APPLICABLE 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 only upon the occurrence of an Exchange
Event
Rule 144A Global Note(s) registered in the name of a
nominee for DTC exchangeable for Definitive Registered
Notes only upon the occurrence of 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.
BY . BY

Duly authorised Duly authorised

76



PART B - OTHER INFORMATION

1. LISTING AND ADMISSION TO TRADING

(@)

Listing and Admission to trading:

Application has been made by the Issuer (or on its behalf)
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 16 March 2017.

(b) Estimate of total expenses related to €3,290
admission to trading:

2. RATINGS

Ratings: The Notes to be issued are expected to be rated:
“BBB-" (stable outlook) by Fitch Ratings Ltd. (“Fitch”)
and “Bal” (stable (outlook) by Moody’s Investors Service
Limited (“Moody’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 PERSONS INVOLVED IN THE ISSUE

Save for any fees payable to the Initial Purchasers of the Notes (the “Managers™), so far as the Issuer is aware, no person
involved in the issue of the Notes has an interest material to the offer of the Notes. The Managers and/or their respective
affiliates have engaged, and may in the future engage, in investment banking and/or commercial 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., an affiliate of BBVA Securities Inc., one of the Managers, jointly controls the Issuer and (as
described in the Base Prospectus) is expected to become the controlling shareholder of the Issuer.

4. YIELD

Indication of yield:

5. OPERATIONAL INFORMATION
@) ISIN:
(b) Common Code:

(©)
(d)

CUSIP:

Any clearing system(s) other than DTC,
Euroclear and Clearstream, Luxembourg

7

5.875 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.

US90014QAB32 for Rule 144A Global Note(s)
XS1576037284 for Regulation S Global Note
157820486 for Rule 144A Global Note(s)
157603728 for Regulation S Global Note
90014QAB3 for Rule 144A Global Note(s)

Not Applicable



(€
(®

()

(h)

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)

(€)

Method of distribution:

If syndicated, names of Managers:

Stabilisation Manager(s) (if any):

If non-syndicated, name of
Dealer:

U.S. Selling Restrictions:

relevant
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Delivery against payment

Not Applicable

Any notice delivered to Noteholders through a clearing
system 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 issue specific 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
and registered in the name of a nominee of one of the ICSD
acting as common safekeeper. Note that this 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

BBVA Securities Inc.

Citigroup Global Markets Limited
Goldman Sachs International

J.P. Morgan Securities plc

MUFG Securities EMEA plc

SMBC Nikko Capital Markets Limited

Citigroup Global Markets Limited

Not Applicable

Reg. S Compliance Category 2 and Rule 144A



U.S. TAXATION

This is 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 the United
Kingdom or 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 might 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 institutions or insurance companies. Prospective investors are advised to consult their tax advisers with
respect to the tax consequences of the purchase, ownership 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 might arise under
the laws of any state, municipality or other taxing jurisdiction.

Certain U.S. Federal Income Tax Consequences

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 is the 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
institutions, dealers and traders in 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 consequences 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) a trust 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 promulgated 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 as to result in U.S.
federal income tax consequences 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 consequences 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.

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

79



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 all foreign taxes for such taxable year. U.S. Holders that are
eligible 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 a foreign 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 basis in 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 generally 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 U.S. Internal Revenue Service (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 a refund, 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 this tax on their investment in the Notes.
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PLAN OF DISTRIBUTION

The Bank intends to offer the Notes through the Initial Purchasers and their respective broker-dealer affiliates, as
applicable. Subject to the terms and conditions stated in a subscription agreement in respect of the Notes expected to be
entered into on 10 March 2017 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 100.00% of the principal amount of the Notes.

Initial Purchasers Principal Amount of Notes
BBVA Securities Inc. US$83,334,000

Citigroup Global Markets Limited US$83,334,000

Goldman Sachs International US$83,333,000

J.P. Morgan Securities plc US$83,333,000

MUFG Securities EMEA plc US$83,333,000

SMBC Nikko Capital Markets Limited US$83,333,000

Total US$500,000,000

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 Purchasers is 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 respective 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 the Regulation S Global Note (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.”
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While 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, 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 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) might 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 Purchasers in 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 beneficial 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 is in progress. Any of these
activities might have the effect of preventing or retarding a decline in the market price of the Notes (or beneficial interests
therein). They might 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 might conduct these
transactions in the over-the-counter market or otherwise. If the Initial Purchasers commence any of these transactions,
then they might 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-I 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 expressly 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 Notes initially
will settle in 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 dealer in the United States on the date
of this Prospectus or the next New York City business days should consult their own adviser.

Banco Bilbao Vizcaya Argentaria, S.A., an affiliate of BBV A Securities Inc., one of the Initial Purchasers, jointly controls
the Issuer, and (as described in the Base Prospectus) is expected to become the controlling shareholder of the Bank. The
Initial Purchasers and their respective affiliates are full service financial institutions engaged in various activities, which
might 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
might have performed investment banking and advisory services for the Bank and its affiliates from time to time for
which they might have received fees, expenses, reimbursements and/or other compensation. The Initial Purchasers or their
respective affiliates might, 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 might make
or hold a broad array of investments and actively trade debt and equity securities (or related derivative securities) and
financial instruments (including bank loans) for their own account and for the accounts of their customers and might at
any time hold long and short positions in such securities and instruments. Such investment and securities activities might
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 effect on the future
trading prices of the Notes.

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

express independent research views in respect of such securities or financial instruments and might hold, or recommend to
clients that they acquire, long and/or short positions in such securities or instruments.

82



The Bank will agree 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 are 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 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 Ortaklig1 (which will also pass upon matters of Turkish tax law).
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OTHER GENERAL INFORMATION
Authorisation

The most recent update of the Programme and the further issue of notes thereunder have been duly authorised by a
resolution of the Board of Directors of the Issuer dated 3 November 2016 and numbered 2365.

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 the Markets in Financial Instruments Directive (Directive 2004/39/EC) (MiFID). The expenses in connection
with the admission of the Notes to the Official List and to trading on the Main Securities Market are expected to amount
to approximately €3,290.

Listing Agent

Arthur Cox Listing Services Limited is acting solely in its capacity as Irish 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 translation thereof) of the Issuer;

(b) the independent auditors’ audit reports and audited consolidated IFRS Financial Statements of the Group as of
and for each of the years ended 31 December 2014, 2015 and 2016;

(@) the independent auditors’ audit reports and audited unconsolidated BRSA Financial Statements of the Bank for
each of the years ended 31 December 2014, 2015, and 2016;

(d) when published, 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
Notes in definitive form; and

4] a copy of this Prospectus and the Base Prospectus (including the supplements thereto).

With respect to each of the BRSA Financial Statements and IFRS Financial Statements noted in clauses (b) and (c) above,
please see “Auditors” below.
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In addition, copies of this Prospectus and the documents incorporated by reference herein will also be available in
electronic format on the Issuer’s website. See “Documents Incorporated by Reference” above. Such website does not, and
should not be deemed to, constitute a part of, or be incorporated into, this Prospectus.

Clearing Systems

The Rule 144A Global Note(s) has/have 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: 90014QAB3,
ISIN: US90014QAB32 and Common Code: 157820486, with respect to the Rule 144A Global Note(s) and ISIN:
XS1576037284 and Common Code: 157603728, with respect to the Regulation S Global Note).

Through DTC’s accounting and payment procedures, DTC will, in accordance with its customary procedures, credit
interest payments received by DTC on any Interest Payment Date based upon DTC participant holdings of the Notes on
the close of business on the New York Business Day immediately preceding each such Interest Payment Date. A “New
York Business Day” is a day other than a Saturday, a Sunday or any other day on which banking institutions in New York,
New York are authorised or required by law or executive order to close.

The address of Euroclear is Euroclear Bank SA/NV, 1 Boulevard du Roi Albert Il, B-1210 Brussels. The address of
Clearstream, Luxembourg is Clearstream Banking S.A., 42 Avenue JF Kennedy, L-1855 Luxembourg. The address of
DTC is 55 Water Street, New York, New York 10041, United States of America.

Significant or Material Change

There has been: (a) no significant change in the financial or trading position of either the Bank or the Group since
31 December 2016 and (b) no material adverse change in the financial position or prospects of either the Bank or the
Group since 31 December 2016.

Interests of Natural and Legal Persons Involved in the Issue

Except with respect to the fees to be paid to the Initial Purchasers, so far as the Bank is aware, no natural or legal person
involved in the issue of the Notes has an interest, including a conflicting interest, material to the issue of the Notes. It
should be noted that Banco Bilbao Vizcaya Argentaria, S.A., an affiliate of BBVA Securities Inc., one of the Initial
Purchasers, jointly controls the Issuer, and (as described in the Base Prospectus) is expected to become the controlling
shareholder of the Bank.

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 have been audited in accordance with International Standards on Auditing by Deloitte
located at Maslak Plaza, Eski Biiyiikdere Caddesi, Maslak Mahallesi No:1, Maslak, Sariyer, 34398 and (b) BRSA
Financial Statements have been audited by Deloitte in accordance with the Regulation on Independent Auditing of Banks,
published by the BRSA in the Official Gazette dated 2 April 2015 and No. 29314, and the Independent Standards on
Auditing, which is a component of the Turkish Auditing Standards published by the Public Oversight, Accounting and
Auditing Standards Authority (Kamu Goézetimi Muhasebe ve Denetim Standartlart Kurumu). 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 included in the 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, as deemed amended hereby, for further information).
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