Turkish Banking System

  “September 2005”

1. Executive Summary

The most important development in the banking sector in 2005 has been the increase in the direct or indirect investments by foreign investors in the sector. In 2004, following  the partnership of Türk Ekonomi Bankası A.Ş. and BNP Paribas, the majority shares of  T. Dış Ticaret Bankası A.Ş. were bought by Fortisbank. Hence T. Dış Ticaret Bankası A.Ş. started the year in the group of foreign banks. Similarly, the majority share of Yapı ve Kredi Bankası A.Ş. was sold to Koç Financial Services, the partnership of Koç Holding and Uno Credito. The negotiations between Şekerbank T.A.Ş and Rabobank were announced to be completed with the decision of a partnership agreement. It was announced that 25 percent of T. Garanti Bankası A.Ş.’s share was agreed to be sold to GE Consumer Finance.

The adjustment made in the year 2005-third quarter  balance sheet of Yapı Kredi Bankası A.Ş. had important effect on the loans, income-expenditures and shareholders’ equity items and also the commitments sub-item under the off-balance sheet accounts.

The market value of banks quoted in the stock exchange continued to increase. Total market value of financial institutions, which was USD 28.6 billion by the end of 2004, reached USD 44.8 billion by the end of September 2005. 

Market Value of Financial Institutions (USD million)
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As of September 2005, total assets of the Turkish banking sector increased by 24 percent to TRY 364 billion (USD 271 billion) compared to the same period of 2004. The ratio of total assets to GNP was realized as 77 percent in September 2005. Strong demand for TRY due to decrease in the rate of inflation, maintained fiscal discipline, increased economic activity and the improved expectations of economic agents in line with international capital flows, all had a positive impact on the structure and size of the balance sheet of the sector. The rapid increase in total assets accelerated in the second quarter of 2005. 
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Inflation accounting was applied between 2002-2004 period, to the financial data of the banking sector. Due to favourable economic environment and decreasing inflation rate, authorities decided that inflation accounting method would not be implemented in 2005. This methodical change needs to be considered in the analysis of the banking system for the figures of 2005.

Total assets increased by 25 percent and 5 percent in commercial banks and non-depository banks, respectively. The share of state-owned commercial banks decreased by 2 and by 1 percentage points to 31 and 38 percent in total assets and total deposits, respectively, while increased by 1 percentage points to 20 percent in total loans. The share of privately owned commercial banks increased by 1 percentage points to 59 percent in total assets, by 1 percentage points to 57 percent in total deposits, while decreased by 1 percentage point to 67 percent in total loans. 

According to asset size, the shares of largest ten banks  in total deposits, total assets and total loans increased. 

Compared to September 2004, the share of TRY assets in total assets increased by 5 percentage points to 66 percent, and the share of TRY liabilities in total liabilities increased by 5 percentage points to 63 percent. 

The remarkable development in asset side was the decline in the share of securities due to decrease in trading securities and investment securities held to maturity items. On the other hand the share of loans in total assets continued to increase, rising by 4 percentage points to 37 percent as compared to the same period of 2004. The shares of permanent assets decreased. Within the liquid assets,  the sub-item “banks” and “balances with the Central Bank” items increased rapidly, while the other sub-items decreased or increased slightly. The share of liquid assets remained the same at 14 percent.

As of September 2005, the short position of the banking system in euro and its long position in USD decreased. Total short position in foreign currency contracted. The decreasing trend in the share of Fx accounts in total assets continued, where the share of loans from abroad in total liabilities continued to increase.
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55 percent of total assets and 81 percent of total liabilities had a maturity less than 1 year.

Shareholders’ equity grew by 19 percent compared to September 2004, reached TRY 47.4 billion (USD 35.3 billion). The adjustment made in the balance sheet of Yapı Kredi Bankası A.Ş. limited the increase in the shareholders’ equity considerably. The improvement in working capital continued further. 

Due to the adjustment in the balance sheet of Yapı Kredi Bankası A.Ş., net current income decreased. When Yapı Kredi Bankası A.Ş was excluded, net current income increased notably in real terms. The upward trend in net interest income slowed down because of the decreasing interest income on securities portfolio. The improvement in net fees and commissions income, and a shift from profit to loss in the foreign exchange transactions affected the profitability positively. 

In off-balance sheet, there was a considerable increase in the commitments, and custody and pledged securities items. The reason behind this enormous increase was the change in the accounting method of İMKB Takasbank A.Ş for the investment fund securities. Due to the adjustment made in the balance sheet of Yapı Kredi Bankası A.Ş., commitments item decreased.
As of September 2005, the number of banks operating in Turkey was 47. The number of branches ineased by 58 to 6,164.

2. Balance Sheet and Off-Balance Sheet Developments 

2.1. Growth

Total assets of the Turkish banking system increased by 24 percent in TRY terms to TRY 362,252 million, and increased by 38 percent in dollar terms to USD 271,385 million as compared to the September 2004. The ratio of total assets to GNP,  that was 74 percent in June 2005, is estimated to be 78 percent in September 2005. 

Nominal Change in Balance Sheet Items (TRY million)

	                                          Assets

	
	Dec. 2004-September 2005
	June 2005-September 2005

	Liquid assets
	7,281
	   5,062

	Securities
	                    18,336
	 10,622

	Loans
	                    33,179
	 11,125

	Other assets
	  -995
	      200

	Total
	57,801
	  27,009

	  -TRY
	47,804
	  19,462

	  -Fx
	  9,997
	    7,547

	                                          Liabilities

	
	Dec. 2004-September 2005
	June 2005-September 2005

	Deposits
	   33,610
	17,168

	Non-deposit funds
	   15,765
	 5,495

	Shareholders’ equity
	    1,458
	    520

	Other liabilities
	    6,968
	  3,825

	Total
	  57,801
	 27,009

	  -TRY
	   45,485
	 18,069

	  -Fx
	   12,316
	   8,940


Total balance sheet of the banking sector increased by TRY 27 billion in the third quarter of 2005. A 64 percent (TRY 17.2 billion) and, a 20 percent (TRY 5.5 billion) of this increase stemmed from deposits and non-deposit funds, respectively, the rest was caused by other liabilities and shareholders’ equity. Within the assets, 41 percent (TRY 11.1 billion) and 39 percent (TRY 10.6 billion) and 19 percent (TRY 5.1 billion) of the new liabilities entered into the system allocated to loans, securities and liquid assets, respectively.

Total balance sheet of the banking sector increased by TRY 57.8 billion in the first nine months of 2005. The main reason behind the increase was rapid growth in TRY deposits. 

Within commercial banks group; total assets increased by 18 percent in state-owned banks, by 27 percent in privately owned banks, and by 111 percent in foreign banks, while total assets decreased by 69 percent in the banks in the Fund. Total assets of non-depository banks increased by 5 percent. The movement of T. Dış Ticaret Bankası A.Ş. from privately owned banks group to foreign banks group was the effective factor behind the rapid increase of the share of foreign banks.

Turkish Banking System, September 2005

	
	TRY  

million
	USD

 million
	    Annual percentage 

              change

      TRY                 USD

	
	
	
	
	

	Commercial banks
	351,882
	262,168
	25
	39

	   State-owned banks
	114,533
	85,333
	18
	32

	   Privately owned banks
	215,006
	160,189
	27
	41

	   Banks in the Fund
	1,893
	1,410
	-69
	-65

	   Foreign banks
	20,449
	15,236
	111
	135

	Non-depository banks
	12,370
	9,216
	5
	17

	Sector
	364,252
	271,385
	24
	38


2. 2. Market Shares

The share of  commercial banks in total assets increased by 1 percentage point to 97 percent, while the share of non-depository banks decreased to 3 percent. In commercial banks group; the shares of privately owned banks and foreign banks increased by 1 percentage point and 3 percentage points to 59 percent and 6 percent, while the shares of state-owned banks and banks in the Fund decreased by 2 and 1 percentage points to 31 percent and 1 percent, respectively. 

In total deposits, the shares of foreign banks and privately owned banks increased by 2 and 1 percentage points to 5 percent and 57 percent, respectively. The share of state-owned banks decreased by 1 percentage point to 38 percent.

Market Shares of Groups (Percentage)

	
	        Total assets
	Total deposits
	     Total loans

	
	Sept. 2004
	Sept. 2005 
	Sept. 2004
	Sept. 2005 
	Sept. 2004
	Sept. 2005 

	
	
	
	
	
	
	

	Commercial banks
	96
	97
	100
	100
	93
	95

	   State-owned banks
	33
	31
	39
	38
	19
	20

	   Privately owned banks
	58
	59
	56
	57
	68
	67

	   Banks in the Fund
	2
	1
	3
	0
	1
	0

	   Foreign banks
	3
	6
	3
	5
	5
	7

	Non-depository banks
	4
	3
	-
	-
	7
	5

	Sector
	100
	100
	100
	100
	100
	100


In total loans, the share of commercial banks increased by 2 percentage points to 95 percent. In commercial banks group, the shares of foreign banks and state-owned banks increased by 2 and 1 percentage points to 7 percent, and 20 percent, respectively. The share of privately owned banks decreased by 1 percentage point to 67 percent.

2.3. Concentration

The share of the largest five banks in the sector was 62 percent in total assets, 65 percent in total deposits and 55 percent in total loans. The same shares for the largest ten banks were 85 percent, 89 percent and 78 percent, respectively.

Concentration in Banking System (Percentage)

	
	H    September  2004
	          December 2004
	             September  2005

	Largest five*
	
	

	   T. assets
	            60
	60
	           62

	   T. deposits
	           62
	64
	           65

	   T. loans
	           53
	48
	           55

	Largest ten*
	
	
	

	   T. assets
	           82
	84
	           85

	   T. deposits
	           86
	88
	           89

	   T. loans
	           76
	77
	           78


 * According to total assets.
As of September 2005, there were 2 state-owned banks and 3 privately owned banks among the largest five, while there were 1 state-owned bank and 4 privately owned banks as of September 2004. The composition of largest ten remained unchanged since September 2004. There were 3 state-owned banks and 7 privately owned banks among the largest ten banks.

The Number of Banks by Asset Size
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	05/9
	99
	05/9
	99
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	99
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	99
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	99
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	05/9

	Number
	
	
	
	
	
	
	
	
	
	
	
	
	

	Commercial b.
	37
	14
	10
	5
	7
	3
	6
	4
	4
	3
	1
	3
	2

	   State-owned
	
	
	
	
	1
	
	1
	
	1
	1
	1
	1
	1

	   Private
	15
	4
	6
	3
	5
	1
	5
	4
	3
	2
	
	2
	1

	   Foreign
	17
	10
	1
	1
	1
	2
	
	
	
	
	
	
	

	   Fund
	5
	
	3
	1
	1
	
	
	
	
	
	
	
	

	Non-depository banks
	17
	10
	1
	
	1
	3
	
	
	
	
	
	
	

	Total
	54
	24
	11
	5
	8
	6
	6
	4
	4
	3
	1
	3
	2


2.4. TRY and Fx Structure of Balance Sheet  

In the asset side of balance sheet, TRY assets grew by 35 percent and TRY equivalent of Fx assets increased by 7 percent as compared to September 2004. In the liability side, TRY liabilities and TRY equivalent of Fx liabilities increased by 34 percent and by 10 percent, respectively. Accordingly, the share of Fx assets in balance sheet decreased by 5 percentage points to 34 percent, while the share of Fx liabilities decreased by 5 percentage point to 37 percent.

The difference between Fx assets and Fx liabilities in the balance sheet of the banking system decreased from USD 15.2 billion in September 2004 to USD 9.4 billion in September 2005. 

According to the BRSA’s figure including assets and liabilities indexed to foreign exchange, the Fx position in the balance sheet indicated a deficit of USD 1,834  million as of September 2005. 

Foreign Currency Structure and “Fx Assets – Fx Liabilities*”

	
	Fx assets
	Fx liabilities
	“Fx assets – Fx liabilities”

	
	Per. share
	Per. share
	        USD billion

	
	Sept. 2004
	Sept. 2005
	Sept. 2004
	Sept. 2005
	Sept. 2004
	Sept. 2005

	
	
	
	
	
	
	

	Commercial banks
	39
	34
	42
	37
	-15.1
	-9.2

	   State-owned banks
	26
	22
	27
	24
	-2.3
	-1.6

	   Privately owned banks
	47
	40
	51
	44
	-10.8
	-7.1

	   Banks in the Fund
	10
	6
	41
	11
	-1.4
	-0.1

	   Foreign banks
	44
	37
	47
	39
	-0.5
	-0.4

	Non-depository banks
	41
	33
	38
	35
	-0.1
	0.1

	Sector
	39
	34
	42
	37
	-15.2
	-9.4


(*)The definition of “Fx assets - Fx liabilities” used in the quarterly statistics of the Turkish banking system by groups, contains only Fx assets and Fx liabilities in the balance-sheet. This definition differs from that of “Net General Position” in the regulation on standard ratio for” Fx Net General Position /Capital Base”. Fx denominated loans in the balance-sheet, Fx assets and Fx liabilities in the off-balance sheet are not included in the former definition. This issue needs to be considered in making an analysis of the banking system

In the asset side, including assets and liabilities indexed to foreign exchange, the share of euro and dollar denominated assets in total Fx assets were 31 percent and 67 percent, respectively. In the liability side, the share of euro and dollar denominated liabilities in total Fx liabilities were 32 percent and 65 percent, respectively.

Foreign Exchange Position (USD million)
	USD million
	Sept. 2004
	Sept.  2005

	
	
	

	State-owned banks
	223
	154

	Privately owned banks
	-814
	-2,169

	Banks in the Fund
	56
	…

	Foreign banks
	3
	357

	Non-depository banks
	40
	-149

	Sector
	-491
	-1,834


          Source: BRSA 

2.5. Asset Structure
The shares of permanent assets and securities in total assets decreased by 1 and by 2 percentage points to 6 percent and 39 percent, respectively. The decrease in trading securities and investment securities held to maturity items played an important role in this development. The shares of liquid assets in total assets remained the same at 14 percent, while the share of other assets decreased by 1 percentage point to 4 percent.

Meanwhile, the share of loans increased from 33 percent to 37 percent. The rapid increase in TRY loans continued; their share increased by 6 percentage points to 26 percent, while the share of Fx loans decreased by 2 percentage points to 11 percent. The effective factor behind the increase in total loans was the rapid growth in consumer loans, notably real estate and car loans, and loans extended via credit cards. The share of consumer loans in total loans of commercial banks increased from 16 percent in the end of 2004, to 23 percent in September 2005; while the share of loans extended via credit cards decreased by 3 percentage points to 14 in the same period.

Selected Asset Items of the Banking Sector, September 2005

	
	
	
	Annual
	Percentage share

	
	TRY

million
	 USD

million
	per. change

TRY              USD
	Sept. 2004
	Sept. 2005

	
	
	
	
	
	
	

	Liquid assets
	50,300
	37,476
	23
	37
	14
	14

	Securities
	142,016
	105,808
	18
	32
	41
	39

	   Trading securities (net)
	18,604
	13,861
	-17
	-8
	8
	5

	    Inv. sec. for sale (net)
	73,453
	54,726
	49
	66
	17
	20

	   Inv. held to maturity (net)
	49,959
	37,222
	3
	15
	16
	14

	Loans
	136,420
	101,639
	40
	57
	33
	37

	   Non-performing loans 
	7,356
	5,480
	21
	35
	2
	2

	   Specific provisions (-)
	6,592
	4,911
	23
	37
	2
	2

	Permanent assets
	21,044
	15,679
	-2
	10
	7
	6

	   Investments and associates
	1,631
	1,215
	-54
	-49
	1
	0

	   Subsidiaries
	9,889
	7,368
	36
	52
	2
	3

	   Property and equip. (net)
	9,231
	6,878
	-10
	1
	3
	3

	   Intangible assets (net)
	292
	218
	-24
	-15
	0
	0

	Other assets
	13,531
	10,082
	-5
	6
	5
	4

	Total assets
	364,252
	271,385
	24
	38
	100
	100


The ratio of loans to total assets were 24 percent in state-owned banks, 43 percent in privately owned banks and 50 percent in foreign banks. As of September 2005, the ratio of loans to deposits increased by 8 percentage points to 59 percent in the banking sector, compared to the same period of 2004. As of September 2005, this ratio was 31 percent in the state-owned banks, 69 percent in the privately owned banks and 84 percent in foreign banks.

Non-performing Loans* and Provisions (Percentage)

	
	Non-performing loans /

Total loans
	Provisions/

Non-performing loans

	
	Sept.

2004
	Sept.

2005
	Sept.

2004
	Sept.

2005

	
	
	
	
	

	Commercial banks
	            6.6
	5.6
	88.5
	89.6

	   State- owned banks
	          13.2
	9.1
	96.1
	96.8

	   Privately owned banks
	            4.7
	4.6
	83.6
	86.1

	   Banks in the Fund
	          42.3
	542.1
	78.3
	87.2

	   Foreign banks
	            2.9
	3.9
	80.1
	83.1

	Non-depository banks
	            2.3
	2.3
	90.6
	88.9

	Sector
	            6.2
	5.4
	88.6
	89.6


* Before provisions.
The share of non-performing loans (before provisions) in the balance sheet remained the same at 2 percent. Due to the rapid increase in total loans, the declining trend in non- performing loans stopped. Depending on this development, the ratio of non-performing loans (before provisions) to total loans decreased from 6 percent to 5 percent. The ratio of non-performing loans after provisions to total loans decreased to 0.6 percent. Specific provisions were set aside for 90 percent of non-performing loans. 

2.6. Liabilities Structure

As of September 2005, total deposits and TRY deposits increased by 22 percent and 38 percent, respectively. On the other hand, TRY equivalent of Fx deposits increased by 3 percent. Depending on this development, the share of TRY deposits in total liabilities increased by 4 percentage points to 39 percent, while the share of Fx deposits in total liabilities decreased by 5 percentage points to 25 percent. USD denominated Fx deposits increased by 15 percent. The share of total deposits in total liabilities decreased by 1 percentage point to 63 percent. As of September 2005, Fx and TRY deposits reached TRY 90.7 billion (USD 67.6 billion) and TRY 140.3 billion (USD 104.5 billion), respectively.

Selected Liabilities of the Banking Sector, September 2005

	
	
	
	Annual
	Per. share

	
	   TRY

million
	       USD

million
	percentage change

       TRY        USD
	Sept. 2004
	Sept. 2005

	
	
	
	
	
	
	

	Deposits
	231,003
	172,108
	22
	36
	64
	63

	   TRY
	140,272
	104,509
	38
	54
	35
	39

	   Fx
	90,731
	67,599
	3
	15
	30
	25

	Non-deposit funds
	61,026
	45,467
	27
	42
	16
	17

	Shareholder’s equity
	47,421
	35,331
	19
	32
	14
	13

	   Paid-in capital
	17,250
	12,852
	14
	27
	5
	5

	   Supplementary capital
	20,279
	15,109
	-9
	2
	8
	6

	   Profit reserves
	24,710
	18,410
	-7
	3
	9
	7

	   Profit or loss
	-14,818
	-11,040
	-39
	-31
	-8
	-4

	     Prior year inc./loss
	-18,888
	-14,072
	-34
	-27
	-10
	-5

	     Current year inc./loss
	4,070
	3,032
	-12
	-2
	2
	1

	Other liabilities
	24,779
	18,462
	47
	64
	6
	7

	Total
	364,252
	271,385
	24
	38
	100
	100


The shares of saving deposits in total deposits increased by 3 percentage points to 34 percent, while the shares of commercial deposits and other institutions’ deposits increased by 2 and by 1 percentage points to 13 percent and 8 percent, respectively. Due to the strong demand for the TRY and appreciation of TRY against main currencies, the share of TRY equivalent of Fx deposits decreased by 7 percentage points to 37 percent.

The average maturity of total deposits remained unchanged with 3-month. As of September 2005, non-deposit funds, having the share of 17 percent in total liabilities, increased by 27 percent compared to the same period of 2004, mainly due to rapid increase in the funds borrowed from abroad.

Breakdown of Deposits, September 2005

	
	
	
	
	Percentage share

	
	TRY

million
	USD 

million
	Annual per. change              TRY              USD
	Sept.

 2004
	Sept. 2005

	
	
	
	
	
	
	

	Savings deposits
	78,396
	58,409
	32
	47
	31
	34

	Official deposits
	8,509
	6,340
	48
	65
	3
	4

	Commercial deposits
	29,420
	21,919
	40
	57
	11
	13

	Interbank deposits
	9,720
	7,241
	40
	56
	4
	4

	Other institutions deposits
	18,586
	13,847
	47
	64
	7
	8

	Fx deposits
	86,195
	64,219
	3
	15
	44
	37

	Gold deposits
	177
	132
	125
	151
	0
	0

	Total deposits
	231,003
	172,108
	22
	36
	100
	100


Total shareholders’ equity increased by 19 percent and amounted to TRY 47.4 billion (USD 35.3 billion). The reason behind the rather slow increase in the privately-owned banks group was the adjustment made in the balance sheet of Yapı Kredi Bankası A.Ş. and the movement of T. Dış Ticaret Bankası A.Ş. from the privately-owned banks group to the foreign banks. The shareholders’ equity of non-depository banks increased by 17 percent to TRY 5.8 billion (USD 4.3 billion). Depending on these developments, the ratio of shareholders’ equity to total assets decreased by 1 percentage point to 13 percent. 

Shareholders’ Equity, September 2005

	
	   TRY

million
	USD

million
	Annual  per. change

	
	
	
	        TRY
	  USD

	
	
	
	
	

	Commercial banks
	41,591
	30,988
	19
	33

	   State-owned banks
	10,711
	7,980
	20
	34

	   Privately owned banks
	26,161
	19,491
	3
	15

	   Banks in the Fund*
	1,510
	1,125
	232
	247

	   Foreign banks
	3,210
	2,391
	75
	95

	Non-depository banks
	5,829
	4,343
	17
	31

	Sector
	47,421
	35,331
	19
	32


* The rapid increase in the shareholders’equity of  “banks in the Fund” group stemmed from the transfer of  Pamukbank T.A.Ş by November 2004 to T. Halkbankası A.Ş.

The improvement in the ratio of working capital (shareholders’ equity-permanent assets-non-performing loans after provisions /total assets) continued, increasing from 6.1 percent in the concerning period to 7 percent in September 2005. 

As of September 2005, net current year profit amounted to TRY 4,070 million (USD 3,130 million). In the first nine months of 2005, return on assets and return on equity of the banking sector realized as 1.1 percent and 8.6 percent, respectively. 

According to the outstanding maturities, about one third of the total assets of the banking sector had a maturity of less than 3-month, while 55 percent of them had a maturity of less than 1 year. On the liability side, 70 percent of total liabilities of the banking sector had a maturity of less than 3-month, while 81 percent of them had a maturity of less than 1 year. 

Net Current Year Profit and Losses, September 2005

	
	Net profit -losses

(TRY million)
	Return on  assets** (percentage)
	Return on equity** (percentage)

	
	Sept. 2004*
	Sept. 2005
	    Sept. 2004*
	Sept. 2005

	Commercial banks
	 3,569
	3,568
	1.0
	8.6

	   State-owned banks
	2,027
	2,027
	1.8
	18.9

	   Privately-owned banks
	 882
	882
	0.4
	3.4

	   Banks in the Fund
	    237
	237
	12.5
	15.7

	   Foreign banks
	     422
	422
	2.1
	13.2

	Non-depository banks
	     502
	502
	4.1
	8.6

	Sector
	       4,631
	4,070
	1.1
	8.6


* The figures of September 2004 were calculated according to inflation accounting.

** Quarterly

2.7. Income-Expenditure Structure

As of September 2005, interest income and interest expenses amounted to TRY 31.2 billion and TRY 17.4 billion, respectively and net interest income reached TRY 13.8 billion. Rapid expansion in loans portfolio had positively affected interest income on loans. Meanwhile, net fees and commissions income increased by 29 percent and amounted to TRY 3.6 billion.

Income-Expenditure Structure, September 2005
	
	      TRY

million
	       USD

million 
	Annual  per. change

	
	
	
	TRY
	USD

	
	
	
	
	

	Interest income
	31,227
	23,266
	5
	17

	Interest expense
	17,422
	12,980
	2
	14

	Net interest income
	13,805
	10,285
	10
	22

	Net fees and commission income
	3,599
	2,681
	29
	44

	Dividend income
	40
	30
	103
	126

	Net trading Income
	1,671
	1,245
	142
	170

	   Profit/loss on trad. account  sec.
	1,048
	781
	-27
	-18

	   Foreign exchange income/losses
	623
	464
	184
	194

	Other operating income
	1,964
	1,463
	23
	38

	Total operating income
	21,079
	15,705
	19
	33

	Other operating expenses(-)
	10,578
	7,881
	36
	52

	Net operating income
	6,305
	4,698
	-16
	-6

	Income before taxes
	6,598
	4,916
	6
	18

	Provisions for taxes on income(-)
	-2,793
	-2,081
	74
	95

	Net profit/loss
	4,070
	3,032
	-12
	-2


As of September 2005, net operating income of the banking sector decreased by 16 percent. The increase in net interest income and net fees and commission income affected net profit positively. The implementation of inflation accounting in 2005 was stopped due to termination of the high inflation period. This development had a positive effect on current income while the adjustment in the balance sheet of Yapı Kredi Bankası A.Ş. affected the current income negatively. According to these developments, net profit increased by 12 percent to TRY 4.1 billion (USD 3 billion) 

2.8. Off-Balance Sheet Items 

Off-balance sheet items, custody and pledged securities increased by 19 percent and 1,112 percent to TRY 191 billion and TRY 3,747 billion, respectively. Thus, total off-balance sheet liabilities increased by 703 percent to TRY 3,937 billion. 

The increase in off-balance sheet liabilities mainly stemmed from the increase in swap trades to foreign currency, interest rates, the guarantiees and warranties items, while commitments item decreased due to adjustment made in Yapı Kredi Bankası A.Ş. balance sheet. 

Off Balance Sheet Liabilities, September 2005

	
	          TRY 

million
	USD million
	    Annual per. change

        TRY              USD

	
	
	
	
	

	Off-balance  items 
	190,596
	142,003
	19
	27

	  Guarantees and warranties
	62,297
	46,414
	11
	24

	  Commitments
	64,600
	48,130
	-26
	   -17

	  Derivative financial instruments
	63,699
	47,459
	68
	87

	Custody and pledged securities*
	3,746,577
	2,791,370
	1,112
	1,252

	Total
	3,937,173
	2,933,372
	703
	796


* The reason of enormous increase by custody and pledged securities items was the change in accounting method of İMKB Takasbank A.Ş. for the Investment Fund securities.

2. 9. Number of Banks and Branches

As of September 2005, the number of banks operating in Turkey was 47. In the first nine months of 2005 the number of branches increased by 58 to 6,164. The number of branches increased by 1 in non-depository banks and by 57 in the commercial banks. 

The number of employees increased by 3,849 to 131,012 compared to the end of 2004. The number of employees increased in private and foreign commercial banks, while it decreased in state-owned commercial banks and the banks in the Fund. 

Number of Banks and Branches *
	
	December  2004
	September 2005

	
	banks
	branches
	banks
	branches

	
	
	
	
	

	Commercial banks
	35
	6,088
	34
	6,145

	   State-owned banks
	3
	2,149
	3
	2,040

	   Privately owned banks
	18
	3,729
	17
	3,721

	   Banks in the Fund
	1
	1
	1
	1

	   Foreign banks
	13
	209
	13
	383

	Non-depository banks
	13
	18
	13
	19

	Total
	48
	6,106
	47
	6,164


           *Including the foreign branches and branches in the Turkish Republic of Northern Cyprus.
3. The Number of ATM’s and Credit Cards

As of Septeber 2005, according to the figures of Bankalararası Kart Merkezi (Interbank Card Center), the number of total credit cards increased by 9 percent to 29.1 million, compared to December 2004. In the concerning period, the number of debit cards increased by 6 percent to 45.8 million. 

Number of ATM, POS and Cards

	
	
	
	             Change

	
	December 2004
	Sept. 2005
	Number
	Percentage

	
	
	
	
	

	Total Credit Card
	26,681,128
	29,050,403
	2,369,275
	8.9

	Total Debit Card
	43,084,994
	45,798,550
	2,713,556
	6.3

	POS
	912,118
	1,102,608
	190,490
	20.9

	ATM
	13,544
	14,517
	973
	7.2


In the same period, the number of ATM’s and POS’s increased by 7 and 21 percent to 14,517 and 1,102,608, respectively. 

� EMBED Word.Picture.8  ���








� For a detailed information, the 09/30/2005 balance sheet of Yapı Kredi Bankası A.Ş. and the footnotes of the balance sheet is available at the website of Yapı Kredi Bankası A.Ş. (www.ykb.com.tr)
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