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As known, structural policies have been developed in Turkey, like the rest of the world, in order to ensure that the banking sector and thereby the whole financial sector function efficiently as part of the economic stability program being implemented in our country and the Savings Deposit Insurance Fund (SDIF) has been integrated with the Banking Regulation and Supervision Agency (BRSA). This system has been created to rectify asset structures of banks with a deteriorating financial condition in order to prevent them from failing to discharge their obligations and thereby eliminating their negative effects on the national economy. 

In this context, the BRSA has requested Special Category State Public Borrowing Notes representing a total of US$ 6,150 million in line with cost calculations performed in connection with rehabilitation of 8 banks under the SDIF. Pursuant to the related provision of the Banking Law, a decision has been made to issue to the Savings Deposit Insurance Fund:

*
Special Category State Bonds in TL equivalent of US$ 1,500 million with a floating rate (FRNs). The Bonds shall be repaid on September 17, 2003. The first coupon, bearing an interest rate to be determined by the Treasury based on the value date thereof, shall be paid on March 21, 2001 and the subsequent coupons, based on rates to be determined biannually based on reference auctions to be held biannually,

*
Special Category State Bonds in TL equivalent of US$ 1,500 million with a par value bearing a composite interest at a rate of % 34.58 per annum over their net value. They shall be subject to a discount and become payable on April 24, 2002; and

*
Special Category State Bond in an amount of US $ 3,150 million repayable in 5 years. They shall bear an interest at a rate of LIBOR plus 2.25 percent per annum. 

The notes referred to above will be included in the public debt inventory as of their value dates. 

The structure of the notes in question has been designed to bring about a minimum cost on the national economy. The total amount of notes to be issued and interest to be paid by the Treasury in respect of such notes shall be repaid by the Fund within 10 years in biannual installments together with interest to be accrued by the Treasury on this debt starting from December in accordance with the payment plan specified in the loan agreement signed. 

The SDIF may pay the debt earlier in the event it obtains proceeds from sale or liquidation of the banks in question and/or by using other methods. If the debt is paid earlier a new payment plan will be developed for the remaining amount of the debt. 

These notes are aimed at correction of financial ratios of banks and protecting them against interest risk, reduction of their short position risks and meeting their urgent liquidity needs when it is considered necessary. 

Banks will use these bonds in the reverse purchasing agreement market, in OMO (Open Market Operations) transactions of the Central Bank of Turkey and meeting liquidity ratios with a view to provide a certain amount of liquidity and reduce their dependence on expensive funding thereby having a positive effect on interest rates available on the market.
