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Oyak Bank: Past & Present�

The Bank f�rst became operat�onal �n Turkey

�n 1984 as the Istanbul branch of F�rst

Nat�onal Bank of Boston. After OYAK and

the Alarko and Cerraho¤lu groups acqu�red

stakes �n the operat�on �n 1990, the branch

was transformed �nto an �ndependent bank

�n wh�ch Turk�sh shareholders had a

controll�ng major�ty.

The Bank underwent another change of name

�n 1991, becom�ng Türk Boston Bank.

In 1993, a major change took place �n the

Bank�s partnersh�p structure �n wh�ch OYAK

acqu�red the stakes of the other pr�nc�pal

stockholders and became the only owner of

the Bank. Three years later, the Bank�s name

was off�c�ally changed to Oyak Bank on 10

May 1996.

Between �ts �ncept�on and 1999, Oyak Bank

operated essent�ally as a spec�al�zed bank

that focused on corporate bank�ng serv�ces,

wh�ch �t prov�ded through a l�m�ted number

of branches.
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Oyak Bank, one of Turkey�s most respected and fastest-grow�ng

commerc�al banks, �s a subs�d�ary of OYAK, Turkey�s Armed Forces

Pens�on Fund.

Oyak Bank �s at the serv�ce of customers �n the corporate,

commerc�al, and reta�l bank�ng market segments. As of year-end

2000, the Bank had total assets worth TL 362 tr�ll�on and a pa�d-

�n cap�tal of TL 62.7 tr�ll�on accord�ng to aud�ted, consol�dated

and �nflat�on adjusted f�gures.
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FINANCIAL HIGHLIGHTS*

Billions TL 2000 1999

TOTAL LOANS 250,844 284,406

TOTAL DEPOSITS 202,287 218,119

TOTAL SHAREHOLDERS� EQUITY 57,287 43,462

TOTAL ASSETS 362,078 432,772

COMMITMENTS AND CONTINGENT LIABILITIES 53,997 35,987

PERIOD LOSS (19,810) (5,664)

*Inflation adjusted and restated figures (as per IAS 29)
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Restructur�ng a bank�

In 2000, Oyak Bank embarked upon a program

of fundamental change and restructur�ng.

Th�s �s a program �n wh�ch every aspect of

the Bank from management to corporate

v�s�on and from work processes to branch

des�gn are be�ng completely overhauled. The

two ma�n object�ves of th�s program are to

enable the Bank to ach�eve sol�d growth �n

the reta�l, corporate, and commerc�al

bank�ng market segments and to make Oyak

Bank one of the lead�ng f�nanc�al serv�ces

�nst�tut�ons �n Turkey.

In 2001, Oyak Bank�s growth w�ll be fuelled

as much by the progress ach�eved through

th�s program as by new acqu�s�t�ons that are

planned so as to make �t poss�ble for the

Bank to serve a much broader base of

customers all over the country.

The respect and reputat�on that Oyak Bank

enjoys are what gu�de the Bank �n �ts

approach to prov�d�ng customers w�th

bank�ng serv�ces of the h�ghest qual�ty. As

part of a complete, seamless network that

�ncludes overseas operat�ons (Oyak Anker

Bank GmbH �n Germany and Oyak European

F�nance Plc �n Ireland) and domest�c f�nanc�al

subs�d�ar�es (OB Menkul K�ymetler A.Þ. and

Oyak Portföy Yönetimi A.Þ.), the Bank

comb�nes �ts exper�ence �n the areas of reta�l,

corporate, and commerc�al bank�ng as well

as �n cash and mutual funds management w�th

�ts ab�l�ty to tap sources of fund�ng and

sol�d partnersh�p structure.
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Thanks to successful management of assets-l�ab�l�t�es

and of l�qu�d�ty throughout the year, Oyak Bank

successfully weathered the cr�s�s that broke out �n

November 2000 and struck �n a second wave �n

February 2001.
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Distinguished shareholders, customers, and colleagues,

The year 2000 s�gnaled the start of a cruc�al

transformat�on �n Turkey.

It was a year in which an anti-inflationary program based

on keeping exchange rate and monetary policies under

control was introduced, in which the national economy

began growing again, and in which important progress

was made in improving public financing and reducing

inflation.

An important step for the Banking industry in 2000 was

the launching of the Banking Regulation and Supervision

Board, which had been set up in order to bring the

functions of banking regulation and oversight under the

control of a single authority. While declines in interest

rates limited the growth in deposits, they also sparked a

substantial expansion in the volume of credit. With

government paper generating lower and lower yields,

banks were encouraged to return to their core banking

activities: taking deposits and lending money.

A liquidity crunch that began to make itself felt early in

the second half of the year however turned into a full-

fledged crisis in November, eventually making it necessary

to completely revise the economic stabilization program

in the first quarter of 2001. These developments have

had a serious impact on all sectors of the economy-

particularly upon the banking industry.

Rev�ew by the General Manager
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Important steps �n the process of growth

OYAK, the Armed Forces Pension Fund, one of the biggest

social security institutions in Turkey, is the major

stockholder in Oyak Bank. Originally incorporated in

1984, the Bank remained a small �boutique� institution

that took a specialized approach towards banking until

a decision was made in 2000 to change that approach

and to make rapid and determined progress  by shifting

the Bank�s customer focus and concentrating on growth.

Since then, Oyak Bank has pursued this goal with

determination and made rapid progress.

At the same time that the Bank was obliged to keep close

watch on the extraordinary developments and upheavals

taking place in the Turkish economy so as to manage

and protect its balance sheet assets in the best way possible,

it was also beginning to activate restructuring projects

incorporating changes that touched upon every aspect

from the design of products and services to technological

infrastructure: substantial and radical changes that are

intended to enable the Bank to achieve its targeted market

share and industry position in the near term.

After a management overhaul that took place in 2000,

all of Oyak Bank�s strategies and policies were reviewed

in light of the country�s economic realities and our business

strategies were reshaped in line with a development and

growth plan setting out the course to be followed over

the next three years.

Thanks to successful management of assets-liabilities

and of liquidity throughout the year, the Bank

successfully weathered the crisis that broke out in

November 2000 and struck in a second wave in February

2001. During these difficult days, the Oyak Bank team

never deviated from the Bank�s customary common-

sense policies and analytical business approaches: in so

doing, it continued to manage its own assets as well as

those entrusted to it by its customers in the most effective

ways possible.

Oyak Bank has set its sights on growth and on becoming

one of this country�s market-makers by providing the

most innovative and advanced banking products and

services in every market segment from corporate finance

to retail banking. The Bank derives the strength that it

needs to achieve this from its staff of professionals and

from the OYAK Group of which it is a member.

Towards becom�ng one of the f�ve b�ggest

banks �n Turkey

Underpinning this transformation is Oyak Bank�s goal

of becoming one of the top five banks in the Turkish

banking industry as it pursues a course of stable growth

with a sound financial structure.

The Bank is a member of the OYAK Group, whose

subsidiaries employ some 14,000 people and which, in

its capacity as manager of the social security entitlements

of more than 180,000 members, is one of the most potent

economic forces in Turkey. OYAK is also in partnership

with many different international capital groups that

have investments in Turkey: among those are the

automotives giant Renault, the AXA financial services

group, tire-maker Goodyear, and petroleum products

distributors ELF.

The OYAK Group�s market experience, superior business

discipline, and international reputation have guided and

will continue to guide Oyak Bank as it reshapes itself for

the future and achieves its aims.

In 2001 the OYAK Group will take yet another step

towards its growth goals by acquiring a bank that had

been taken over by the Banking Regulation and Supervision

Board and then merging it into Oyak Bank. In addition
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to nourishing the Bank�s own growth, this acquisition is

intended to serve national macroeconomic and social

policies aimed at ensuring the continued soundness of

the Turkish banking system and at restoring to health

banks that have had to be taken under the Board�s wing

during the last two years.

Develop�ng a reputat�on as an

�nternat�onally respected �nst�tut�on

Another goal that Oyak Bank pursues as an adjunct of

its growth is that of establishing itself as an internationally

respected institution. Because of the specialist-banking

strategy that the Bank pursued in the years before joining

the OYAK Group, Oyak Bank has a well-developed

network of foreign correspondent banks. In the wake of

the management change in 2000 and the decision to

concentrate on growth, the Bank has been giving special

importance to strengthening and developing its relations

with international banks and financial institutions.

Efforts in this direction have already begun to bear fruit:

there have been significant gains not only in the number

of correspondent banks but also in their geographical

distribution.

Foreign trade financing is one area of business in the

corporate banking services market segment that Oyak

Bank has especially set its sights on. The Bank has already

begun offering customers an ever-increasing variety of

ways to finance their foreign trade transactions that

include advanced structured financing techniques and

foreign countries� export credit institutions as well as

customary international financial instruments.

The outlook for 2001

Given the dynamic nature and structure of Turkey�s

economy, Oyak Bank expects that the country�s banking

activities will be able to make a quick recovery. Once the

problems of the sector and the country are overcome, the

banking  sector will face a fiercer competition with

narrower costs and profit margins. That recovery however

will entail a process in which the full gamut of retail,

corporate, and commercial banking services will become

more important than ever.

Oyak Bank is at the service of all corporate customer

segments from small and medium-sized companies to the

biggest corporations, providing them not only with

classical credit instruments but also with products involving

Fore�gn trade f�nanc�ng �s one area of bus�ness �n the

corporate bank�ng serv�ces market segment that Oyak

Bank has espec�ally set �ts s�ghts on. The Bank has

already begun offer�ng customers an ever-�ncreas�ng

var�ety of ways to f�nance the�r fore�gn trade

transact�ons that �nclude advanced structured

f�nanc�ng techn�ques and fore�gn countr�es� export

cred�t �nst�tut�ons.
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structured financial techniques, all designed to take

advantage of the Bank�s expertise in risk assessment and

management. Similarly, Oyak Bank�s ventures into the

area of retail banking services in 2000 have opened the

way for the Bank�s further growth in this market segment

as well.

Oyak Bank makes use of state-of-the-art technology in

its effort to provide customer-focused service. The Bank

will be making even greater use of the synergies created

by its membership in the OYAK Group as a way

of supporting the expansion in its volume of business.

In our progress towards our goals, the confidence and

the reliability of our staff are an unlimited wellspring of

encouragement. Our personnel, a workforce developed

and supported by modern human resources management

methods, represent this bank�s most important asset. So

long as we go on doing our business with personnel who

are equipped with feelings of equality, justice, trust,

solidarity, and mutual respect and devotion, we should

have no difficulty in bringing our customers into that

same auspicious circle. By rapidly and successfully adapting

itself to changing economic conditions and by taking

advantage of its ability to come up with the best and

most productive solutions for its customers, Oyak Bank

will continue to be the author of enduring successes.

In closing, I want to thank all my colleagues for their

self-sacrificing contributions to the success of our efforts

to restructure and grow as we advance closer and closer

towards the realization of our goals.

With my respects,
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In our progress towards our goals, the conf�dence and

the rel�ab�l�ty of our staff are an unl�m�ted wellspr�ng

of encouragement. Our personnel, a workforce

developed and supported by modern human resources

management methods, represent th�s bank�s most

�mportant asset.

A. Mehmet Özdeniz

BOARD MEMBER AND GENERAL MANAGER



Founded on 1 March 1961 under Statute 205, OYAK,

(Ordu Yard�mlaßma Kurumu-Armed Forces Pension

Fund) is a supplementary social security institution for

military and civilian employees of the Turkish Armed

Forces. As a civilian organization subject to the provisions

of private law, it is administratively and financially

autonomous.

OYAK conducts its activities as a company providing the

highest standards of service expected by its members

while, at the same time, acting as a holding company that

ensures its shareholders high rates of returns by putting

assets to work in the most profitable portfolio and equity

investments possible.

OYAK has a total of twenty-five subsidiaries active in

five different sectors: automotives, cement, finance, foods

& chemicals, and services. In partnerships with a number

of world-leading corporations like Renault, AXA, and

Goodyear, OYAK has been responsible for the entry of

significant amounts of foreign investment and technological

expertise into Turkey. Particular attention is given to

creating service, product, and financial synergies among

the companies under the OYAK roof while also developing

new strategies that will guide them in their future

endeavors.

In the course of its activities in 2000, OYAK paid 3,672

members TL 2.5 trillion in retirement assistance, 194

members TL 1.5 trillion in death benefits, 189 members

TL 875.7 billion in disablement compensation, and 21,704

members TL 9.6 trillion in retirement pensions. Under

the heading of �social services� last year, 65,314 members

received a total of TL 68 trillion in cash loans and 1,525
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OYAK �n br�ef�

OYAK has a total of twenty-f�ve subs�d�ar�es act�ve �n

f�ve d�fferent sectors: automot�ves, cement, f�nance,

foods & chem�cals, and serv�ces. In partnersh�ps w�th

a number of world-lead�ng corporat�ons l�ke Renault,

AXA, and Goodyear, OYAK has been respons�ble for

the entry of s�gn�f�cant amounts of fore�gn �nvestment

and technolog�cal expert�se �nto Turkey.
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OYAK-Renault and MA�S are the two largest compan�es

of the OYAK Automot�ves Group. Omsan one of the

lead�ng Turk�sh transportat�on compan�es, ELF Selyak

that operates 157 stat�ons and Goodyear, Turkey�s

b�ggest t�re manufacturer are the other members of

the Group.

OYAK �n br�ef�
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received a total of TL 10.3 trillion as assistance to finance

the purchase of a home.

A brief summary of OYAK�s subsidiaries and affiliates

is presented below.

The Automot�ves Group

Oyak-Renault (OYAK Group share: 49%)

Producing more than 140,000 vehicles under license from

Renault France in 2000, Oyak-Renault is one of the

biggest automotive manufacturers in Turkey.

MA�S (OYAK Group share: 51%)

The general distributor for Renault automobiles in Turkey,

MA�S is the country�s biggest automobile dealership

organization with a market share of 23% in 2000.

Omsan (OYAK Group share: 100%)

Omsan is one of the leading companies in the business

of integrated international land, sea, and air transport in

Turkey with a fleet of dry bulk, automobile, and cement

carriage truck numbering 400 vehicles.

ELF Selyak (OYAK Group share: 32%)

A joint venture with the French ELF Group, this company

manufactures petroleum-based lubricants and it also

stores and distributes petroleum products. It presently

operates 157 stations.

Goodyear (OYAK Group share: 11.48%)

Turkey�s biggest manufacturer of tires for automobiles,

trucks, pickups, buses, minibuses, agricultural tractors,

and heavy-duty equipment and of tredrabber.

The Cement Group

The plants in the OYAK Cement Group produce various

types of gray and white cement, all of which conform to

the quality standards of the Turkish Standards Institute.

Adana Çimento (OYAK Group share: 57%)

Adana Çimento has an annual production capacity of

2,294,000 tons of clinker and a milling capacity of

3,643,000 tons. In 2000 the Company exported goods

worth USD 26.8 million and had aggregate domestic sales

in the amount of TL 55.9 trillion.
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OYAK �n br�ef�

The plants �n the OYAK Cement Group produce var�ous

types of gray and wh�te cement, all of wh�ch conform

to the qual�ty standards of the Turk�sh Standards

Inst�tute.
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Bolu Çimento (OYAK Group share: 53%)

Bolu Çimento has an annual production capacity of

1,350,000 tons of clinker and 2,700,000 tons of cement.

The Company commands a 4.6% share of the domestic

marked for clinker and a 5.4% share of cement

production.

Ünye Çimento (OYAK Group share: 51%)

Ünye Çimento has an annual production capacity of

600,000 tons of clinker and 1,752,000 tons of cement.

In 2000 the Company posted a profit of TL 14.2 trillion.

Mardin Çimento (OYAK Group share: 51%)

Mardin Çimento has an annual production capacity of

625,000 tons of clinker and a cement milling capacity of

1,020,000 tons. In 2000 the Company�s gross sales

proceeds were worth TL 27.1 trillion.

Elaz�¤ Çimento (OYAK Group share: 70%)

Elaz�¤ Çimento has an annual production capacity of

300,000 tons of clinker and a cement milling capacity of

900,000 tons. In 2000 the Company secured a profit of

TL 2.2 trillion on its activities.

Oysa Ni¤de Çimento (OYAK Group share: 38.25%)

Oysa Ni¤de Çimento as an annual production capacity

of 410,000 tons of clinker and a cement milling capacity

of 916,000 tons.

Oysa �skenderun Çimento (OYAK Group share: 50%)

Oysa �skenderun Çimento makes sales to both domestic

and foreign customers. Its annual cement milling capacity

is 1,000,000 tons. In 2000 it secured a profit of TL 2.8

trillion on its activities.

The F�nanc�al Serv�ces Group

AXA OYAK Holding A.Þ. (OYAK Group share: 50%)

AXA OYAK Holding A.Þ. is a joint venture of OYAK

and the French AXA Group. Its operations are carried

out principally by AXA OYAK Hayat Sigorta (life

insurance) and AXA OYAK Sigorta (non-life insurance).

Oyak Menkul De¤erler A.Þ. (OYAK Group share: 100%)

Oyak Menkul De¤erler A.Þ. is one of the leading brokerage

houses in Turkey. In 2000 the Company handled TL 1.4

trillion worth of business, a year-on increase of 169%.

Halk Leasing (OYAK Group share: 40%)

Halk Leasing is one of the oldest and most experienced

leasing companies in Turkey. In 2000 the Company saw

the volume of its business increase 44% over that of the

previous year.
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F�nance, Food & Chem�cal and Serv�ces are the areas

that the other OYAK subs�d�ar�es are act�ve �n.

OYAK �n br�ef�
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The Foods and Chem�cals Group

Hektaß (OYAK Group share: 53.18%)

Hektaß is the leading company in the Turkish market for

agrochemicals with an overall market share of 17.6% in

2000. Hektaß is also the Turkish representative and

distributor for such multinationals as DuPont, FMC, and

Uniroyal Chemical.

Tukaß (OYAK Group share: 70%)

Tukaß is Turkey�s biggest manufacturer of canned and

ready-to-eat foods. The Company has two modern

integrated plants in Turgutlu and Torbal�.

Tam G�da (OYAK Group share: 29.09%)

Tam G�da is Turkey�s biggest manufacturer of cookies,

biscuits, and similar baked goods. Its products are sold

under the �Eti� brand.

Eti Pazarlama (OYAK Group share: 26%)

Eti Pazarlama is the marketing and distributor firm for

Tam G�da and Eti G�da, whose products it sells

domestically through a network of 132 dealers. The

Company�s exports in 2000 were up 30% over those of

the previous year and amounted to nearly 4,000 tons.

The Serv�ces Group

Oyak �nßaat (OYAK Group share: 75%)

Oyak �nßaat is a construction firm that undertakes design,

construction, and installation work for a complete range

of projects from housing to industrial plants and from

holiday villages to military facilities.

Oytur (OYAK Group share: 100%)

Oytur is a tourism company that provides an extensive

line of services from domestic and international airline

ticket sales to organizing fairs and exhibitions. The

Company�s turnover from ticket sales in 2000 amounted

to TL 2.4 trillion.

Oytaß (OYAK Group share: 99.48%)

Oytaß is a general trading company set up to exploit the

import/export potential of OYAK Group companies. In

2000, the Company posted a profit of TL 4.4 trillion.

Oypa (OYAK Group share: 100%)

Oypa controls one of the oldest retailing chains in Turkey.

The Company�s turnover in 2000 was worth USD 102

million.

Oyak Güvenlik (OYAK Group share: 100%)

Oyak Güvenlik was founded in 2000 as a security services

company that specializes in the movement of cash and

other valuables. The Company also provides consultancy,

research, and information services as well.



Important progress was made towards reducing inflation

in 2000, the first year of a three-year stand-by agreement

signed with the IMF in late 1999, and the successes inspired

hopes of a significant recovery in the Turkish economy.

Those hopes were nourished in financial markets by

feelings of confidence in the IMF-backed economic

stabilization program, which was based on the principles

of public sector discipline, structural reforms, and adhering

to pre-announced exchange rates in line with inflation.

The result was that, in the first six months of the year,

there was a rapid collapse in interest rates-a development

that made consumption more and more attractive. The

recovery in demand was most visible in the case of durable

consumer goods, the considerable pent-up demand for

which was suddenly released as interest rates tumbled

after many years and banks turned their attentions to

consumer credit in their search for new products to

promote to customers. However because the production

of these goods was largely dependent on imported raw

and intermediary materials, the recovery in demand had

a direct-and deleterious-impact on the country�s foreign

trade balance.

What with petroleum prices running at their highest levels

since the Gulf War and a very strong US dollar, the bill

for Turkey�s imports became more and more onerous.

Meanwhile the weakness of the euro, the common currency

of account of European Union countries (to which more

than half of Turkey�s exports are shipped) put a squeeze

on the country�s export revenues, which increased by a

mere 4.5% over those of the previous year.

Although the year-end figure for inflation was higher

than the government-announced target, it was still the

lowest one reported since 1986-an achievement that was

attributable to the decline in interest rates, to a policy

that kept devaluation in line with wholesale price inflation,

and to restraints on public-sector prices. Overall,

consolidated budget performance in 2000 exceeded

Oyak Bank 2000 Annual Report

The Turk�sh economy

In the f�rst s�x months of the year, the IMF-backed econom�c

stab�l�zat�on program-wh�ch was based on the pr�nc�ples

of publ�c sector d�sc�pl�ne, structural reforms, and adher�ng

to pre-announced exchange rates �n l�ne w�th �nflat�on-

resulted �n a rap�d collapse �n �nterest rates-a development

that made consumpt�on more and more attract�ve.
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Inflat�on (cp�)
(%)

99 00

68.8

39

Inflat�on (wp�)
(%)

99 00

62.9

32.7

Growth
(%)

99 00

6.1

-6.1
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On the domest�c front, the Treasury was hav�ng a

relat�vely eas�er year: �t borrowed about 76% of the

total debt serv�c�ng �t had announced �n �ts program

for 2000 and, thanks to the pos�t�ve expectat�ons that

preva�led dur�ng the earl�er part of the year, �t was

able to borrow domest�cally at hugely more favorable

rates of �nterest.

The Turk�sh economy
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expectations by a wide margin thanks to economic

recovery as well as to one-off additional taxes imposed

late in 1999. However the picture was not entirely rosy

for, in the case of public sector discipline (one of the three

fundamental tenets of the anti-inflationary program), the

restraints imposed on public sector prices and the failure

to adequately address the structural problems of a number

of crucial public-sector suppliers of basic goods and

services had an adverse impact on those companies�

balance sheets.

In the area of privatizations, which are crucial to any

resolution of the structural problems that plague fiscal

discipline as well as being important generators of public-

sector revenues, performance was less than targeted for

2000 and was only modestly successful. The government

had posited a total of USD 7.6 billion in privatization

revenues in its budget for the year but only USD 3.5

billion of that was actually taken in-from the sale of a

new GSM license and from the divestiture of some shares

in Türk Telekom. The complete privatization of Türk

Telekom as well as of a number of power plants and

distribution networks was interpreted by markets as

government reluctance on the subject of genuine structural

reforms and this mindset played an important role in the

deterioration of expectations as the end of the year

approached.

Supported by economic recovery and by lower interest

rates, domestic demand fuelled an appetite for imports.

This trend, combined with an import performance

weakened by a rapid slide in the value of the euro against

the dollar, pushed the increase in the foreign trade deficit-

and with it, the hole in the current transactions balance-

to record size: at year-end 2000, the country�s current

accounts deficit stood at USD 9.8 billion. While all this

was going on, Turkey�s stock of foreign debt reached

USD 114.3 billion, USD 28.9 billion of which consisted

of short-term obligations.

On the domestic front however, the Treasury was having

a relatively easier year: it borrowed about 76% of the

total debt servicing it had announced in its program for

2000 and, thanks to the positive expectations that prevailed

during the earlier part of the year, it was able to borrow

domestically at hugely more favorable rates of interest:

after having had to pay an average 109.5% compounded

interest on its borrowings in 1999, in 2000 the cost of the

Turkish Treasury�s borrowing was down to a mere 38%.

Such positive developments as there were however were

suddenly throttled by a serious financial crisis that broke

out in the second half of November, which the Central

Bank of Turkey (CBT) found it necessary to counter by

selling some USD 6.3 billion of its foreign exchange
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The Turk�sh economy

reserves in just two weeks� time in order to shore up the

system. Matters were not brought under control until

about a month later, when the government was able to

secure IMF support and a promise of an additional credit.

Despite these assurances, the cost of the crisis to both the

banking industry and to the real sector was severe.

Among the underlying causes of the developments that

emerged in the form of a financial crisis in November

2000, one may cite the serious under-performance in

inflation and privatization targets, the record level in the

current accounts deficit in August, and procrastination

on the subject of structural reforms as well as resulting

market concerns about the whole program�s viability.

Turkey rode out the November crisis thanks to the support

of international financial institutions-principally the IMF

and World Bank. On December 18th, the Turkish

government submitted to the IMF its third letter of intent

within the framework of the existing stand-by agreement,

this one incorporating even more austere measures. In

return, the country was rewarded with a �supplemental

reserve facility� in the amount of USD 5.2 billion. A few

days later on the 21st, the World Bank approved a USD

5 billion grant under a �country assistance strategy�, the

first installment of which sum was provided as a �financial

sector adjustment loan� (to the tune of USD 778 million)

and an additional USD 250 million as part of the Bank�s

�privatization social support project�.

A few months after the November crisis, new shock waves

swept through the economy following a rancorous

argument between the President and members of the

government at a meeting of the National Security Council

on February 19th.

The same day, a surge in demand for some USD 7.6

billion in foreign exchange, deliverable the next day,

created a shortage of Turkish lira liquidity in markets.

As a requirement of its commitment to the program of

managing exchange rates, on the 20th CBT sold about

1.5 billion of that amount to those banks that had sufficient

TL reserves with it. At the same time, interest rates on

overnight borrowings shot up to 2,058%

None of this however seemed to be able to satisfy the

demand for foreign exchange: on the contrary, it had the

additional effect of creating a payments system crisis that

was especially hard on public-sector banks. Between the

19th and the 21st, CBT sold a total of USD 5 billion in

foreign exchange. In the three days between 20 and 22

February, overnight interest rates remained an average

of 2,424%-yet CBT continued to stick with its monetary

policy while also refraining from supplying liquidity to

public-sector banks that were having difficulties in meeting

payments. This led to a crisis in the payments system

whose knock-on effect was to cause the whole financial

system to freeze up.

After a series of meetings with the IMF delegation, leaders

of the coalition government convened and announced on

the evening of February 21st that the policy of

�predetermined exchange rates�-one of the most crucial

elements of the existing stabilization program-had been

Exports
Billion $

99 00

26.6 27.5

Imports
Billion $

99 00

40.7

54.2

Fore�gn trade def�c�t
Billion $

99 00

14.1

26.7



Oyak Bank 2000 Annual Report

Among the underly�ng causes of the November 2000

f�nanc�al cr�s�s, one may c�te the ser�ous under-

performance �n �nflat�on and pr�vat�zat�on targets, the

record level �n the current accounts def�c�t �n August,

and procrast�nat�on on the subject of structural

reforms as well as result�ng market concerns about

the whole program�s v�ab�l�ty.

The Turk�sh economy

page 13

abandoned and that the Turkish lira had been cut free and

left to �float� on its own. In the wake of that announcement,

the dollar rose 39.8% on February 22nd and 12% on the

23rd against the Turkish lira. In just two days� time, the

lira depreciated a total of 36.1% against the dollar.

To deal with the crisis in the payments system, on the

21st CBT began supplying liquidity through direct buy-

backs of government debt then being held by public-

sector banks and by the banks under Savings Deposits

Insurance Fund (SDIF) administration. In the days that

followed however, exchange rates continued to rise as

the demand for foreign currencies remained strong and

it was not until around the middle of March that they

began to stabilize. As of the beginning of April, the increase

in the USD/TL parity was around 75% since February

21st. Towards the end of the month on the 27th, the

cumulative increase was 79.3%. Worried and perplexed

by exchange rate movements, nearly all markets became

inoperable while most economic activity took a serious hit.

On March 3rd a World Bank vice president named Kemal

Derviß joined the government as a minister responsible

for the economy. With the support of international

financial institutions, he immediately set to work on

putting together a new and more enduring program,

which, dubbed �Transition to a Strong Economy� was

announced on May 15th.

In what was the third time in a year and a half, the IMF

came to Turkey�s support again, increasing the country

quota on credit facilities extended to it by some sixteen-

fold. During 2001 the IMF and the World Bank together

agreed to provide about USD 14 billion in funding to

enable Turkey to service its foreign debt and to ensure

the sustainability of the country�s domestic debt.

That support however comes with a commitment on

Turkey�s part to comply with a number of conditions. As

announced by government spokesmen, the floating

exchange rate system is to remain in place while a sustained

and determined effort is to be made to combat inflation.

The banking system is to undergo a rapid and

comprehensive restructuring with a particular focus on

public-sector banks and on those banks now under SDIF

administration in line with the goals of establishing a

healthy relationship between the banking and real sectors

and of strengthening public sector finance in such a way

as to ensure they never become so unbalanced again.

A tax and revenue policy is to be pursued that is based

on social solidarity, that ensures that all segments of

society contribute their fair share in the sacrifices that

must be made, and that is in keeping with anti-inflationary

targets. Finally, the government has pledged to provide

the legal underpinnings for structural reforms that will

provide the clout, flexibility, and transparency needed to

make all of this a reality.
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Due to the money and exchange rate policies that were

being pursued and to insufficient oversight of the banking

sector, the rapid rise in public-sector indebtedness after

1990 resulted in a number of problems becoming ingrained

in the system.

Because of macroeconomic instabilities, huge public-

sector deficits, the distorting effects of public-sector banks

on the system, and debilities in risk perception and

management, the Turkish banking system was beset with

many problems that included insufficient equity, an

undersized and fragmented banking system, excessive

overall systemic influence on the part of public-sector

banks, poor-quality assets, over-sensitivity and fragility

with respect to market risks, and shortcomings in risk

management and transparency.

At the beginning of 2000, an IMF-backed anti-inflationary

program of three years� duration was introduced.

Widespread confidence in the program and its system of

managed exchange rates led to a sudden rapid drop in

Turkish lira interest rates while also making it attractive

for banks to assume more and more exchange-rate risks.

In an atmosphere buoyed up by over-confidence, banks

were encouraged to take on ever more future risk in the

expectation that interest rates would continue to fall as

they had done. This was especially true in the case of

consumer credit, where competition among banks resulted

in serious exposure to the risk of payment default. When

the November crisis hit this parlous structure, the financial

structures of public-sector banks and of the banks under

SDIF administration were further weakened because of

their huge need to borrow at overnight rates. The

November crisis was hardest on those banks that were

overburdened with liquidity problems and with interest

rate risk exposure; the losses caused by the February crisis

on the other hand were the result of the materializing of

exchange rate risks.

According to figures published by the Banks Association

of Turkey, the Turkish banking industry saw its total

assets grow by 16% (in USD terms) during 2000: this

corresponded to an increase of five percentage points in

the industry�s share of GNP. In terms of banks� assets

structure, the share of their credit and loans increased

while that of their marketable securities portfolios declined.

The most important reason for the increase in credit and

loans was the increase in consumer credit. According to

CBT figures, such credit nearly tripled during the year

while credit card usage alone was up 150%. At the

beginning of 2000, consumer loans and credit-card use

accounted for 11.7% of all forms of bank credit extended

to those outside the finance sector; by the end of the year,

that proportion was up to 23.6%. Because of the financial

crisis experienced in the last quarter of 2000, the number

of banks under SDIF administration rose to 11, the assets

of which accounted for a 9% share of the Turkish banking

system�s total assets. As of year-end 2000, those banks

has a share of 13% in total deposits and 7% in total

credits.

Sectoral concentration continued to increase in 2000: the

five biggest banks� share of total system assets was up

two points to 48% while their share of total deposits was

up one point to 51%. In the case of total credit on the

other hand, those same five banks� share was only 42%-

the same level it had been in 1999.

The bank�ng sector �n Turkey

Total Depos�ts
(Interbank Deposits Included) Billion $

99 00

89.4

101.9

Total Loans
Billion $

99 00

40.2

50.9

Consol�dated assets
Billion $

99 00

133.5

155.2



Oyak Bank 2000 Annual Report

Sectoral concentrat�on cont�nued to �ncrease �n 2000:

the f�ve b�ggest banks� share of total system assets was

up two po�nts to 48%.
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At year-end 2000 there were 79 banks in the system, 61

of which were commercial banks; of the total number

however, only 30 had assets amounting to more than a

billion dollars each and only nine of them had assets

worth more than five billion.

Looking at the system from the standpoint of its funding,

the year-on increase in total deposits was 14% on a USD

basis whereas the increase in non-deposit resources was

28%. While the terms on which these funds were deposited

varied throughout the year, they grew substantially shorter

in the last quarter, dropping from an average of 3.5

months to 2.6 months. Paid-in capital within the system

in 2000 was also up-40.7%-over that of the previous

year, again on a USD basis, while current-year losses

soared (from USD 4.7 billion to USD 6.9 billion) mainly

because of the effect of the eleven banks that went into

SDIF administration. The most spectacular rise however

was in reserves, which went from USD 1.2 billion to

USD 5 billion. Discounting equity, the year-on dollar

increase in the system�s net profit was 124%.

In 2000, the ratio of the Turkish banking system�s equity

(including net profit) to total assets improved 1.1 points

over that of the previous year and stood at 7.3%. This

represents the first improvement (since a marginal one in

1997) in a ratio that has been steadily declining since

1990. Because of the stabilization program�s managed

exchange rate policy in 2000, the use of foreign-source

funds to support lending became increasingly more

attractive with the result that the difference (that is, the

�open position�) between the banking system�s foreign

currency assets and its foreign currency liabilities rose

USD 4.1 billion to USD 17.3 billion.

1980 1990 1994 1999 2000

Total Assets 20,785 58,171 52,552 133,533 155,237
Total Credits 11,168 27,342 20,559 40,206 50,931
TL Credits - 21,600 10,691 19,626 28,823
Foreign Currency Credits - 5,742 9,868 20,580 22,108
Total Credits/Total Assets (%) 53.7 47.0 39.1 30.1 32.8
Marketable Securities Portfolios 1,339 5,997 5,955 22,955 17,848
Marketable Securities Portfolios/Total Assets (%) 6.4 10.3 11.3 17.2 11.5
Deposits (Including Interbank Deposits) 10,188 32,564 33,191 89,361 101,884
- Savings Deposits 4,288 19,343 24,190 58,807 64,352
- TL 4,288 11,914 8,612 24,701 26,628
- Foreign Currencies  - 7,429 15,578 34,106 37,724
Total Credits/Total Deposits (%) 109.6 84.0 61.9 45.0 50.0
Non-Deposit Resources 1,289 11,760 9,019 22,934 29,435
- Foreign Banks  - 3,460 2,675 12,073 16,284
Equity + Profit 1,147 5,903 4,409 7,840 11,367

Total Assets/GNP (%) 28.6 38.2 40.3 71.7 76.9
Total Credits/GNP (%) 15.4 17.9 15.8 21.6 25.2
Marketable Securities Portfolios/GNP (%) 1.8 3.9 4.6 12.3 8.8
Savings Deposits/GNP (%) 5.9 12.7 18.5 31.6 31.9
Public-Sector Bank Assets/Total Sector Assets (%) 44.1 44.6 39.6 34.9 34.2
Off Balance-Sheet Items/Total Assets (%) - - 49.5 103.5 100.8

Source: Banking Regulation and Supervision Board, Banks Association of Turkey

Turk�sh Bank�ng System�s Key Ind�cators
(in USD million)



Shap�ng the corporate bank�ng approaches
of the future
In the business of corporate banking, Oyak Bank provides

a complete line of money and capital market products,

cash management services, private banking products, and

corporate consultancy services to the corporate banking

market.

Oyak Bank is an institution actively engaged in

accommodating itself to the process of transformation

that the Turkish economy is undergoing. Once stability

has been restored to the economy, the needs of the real

sector for banking services will not only increase but will

also diversify. Oyak Bank regards corporate banking as

a business line that will nourish its growth and in which

there are important gains to be made.

Oyak Bank�s part in the process of change that the Turkish

economy and Turkish banking industry are undergoing

is assured by its sound and strong structure. In 2001, the

Bank will be looking to increase the size of its existing

corporate portfolio with the addition of new customers

while reinforcing it through effective corporate

relationships. Determined to pursue and achieve growth,

Oyak Bank initiated a restructuring process in 2000

designed to enable it to achieve its goals in the business

of corporate banking products and services.

The most important aims of Oyak Bank�s corporate

restructuring project are to acquire new customers for

the Bank, to ensure the viability of long-term relationships

with existing customers based on mutual trust, to increase

the volume of business on an individual customer basis

and in terms of corporate banking products, and to

promote the Oyak Bank name to a broader audience as

a supplier of products and services. In 2001, the Bank

will be at the service of its customers with an even more

extensive line of products. The constant aims of Oyak

Bank�s lending policy are to contribute to the growth and

development of Turkey�s economy and industry and to

increase the Bank�s share in the banking sector.

According to audited, statutory figures the total volume

of Oyak Bank�s corporate lendings at year-end 2000 was

worth TL 47,400 billion-an 8% increase over that of

1999. During the same period, the volume of the Bank�s

non-cash credit increased 48% to TL 48,796 billion.

Turn�ng the OYAK Group�s huge potent�al
�nto bus�ness
Employing some 14 thousand people in its subsidiaries

and handling the social security accounts of more than

180 thousand members, the OYAK Group is one of the

most potent economic forces in Turkey.

The Group�s corporate structure, market experience,

strong business discipline, and international reputation

provide sound guidance for Oyak Bank in its efforts to

restructure itself and achieve its goals. OYAK Group

synergies number among the Bank�s most important

advantages at the corporate and individual level. Extensive

and detailed work is in progress to develop those synergies

and to turn them into business.

Oyak Bank 2000 Annual Report

Oyak Bank: Act�v�t�es �n 2000

In the bus�ness of corporate bank�ng, Oyak Bank prov�des

a complete l�ne of money and cap�tal market products,

cash management serv�ces, pr�vate bank�ng products,

and corporate consultancy serv�ces to the corporate

bank�ng market.
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Develop�ng cash management products such as

automat�c deb�t�ng and collect�ng systems and

�ntegrat�ng them �nto corporate bank�ng market�ng

act�v�t�es on an �nd�v�dual project bas�s �s an area of

bus�ness �n wh�ch Oyak Bank sees great potent�al and

to wh�ch �t attaches much �mportance.
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Working in coordination with the Bank�s Retail Banking

Department, the aim is to derive maximum advantage

from cross-sale opportunities arising as a result of

transactions among OYAK Group companies. In 2001,

the process of restructuring Oyak Bank�s corporate

marketing activities will continue in full force as it takes

advantage of these OYAK synergies.

A grow�ng volume of bus�ness �n cash

management
In 2000, Oyak Bank began offering a select group of its

customers cash management products designed to make

their collections and payments easier and more effective.

The underlying philosophy of the Bank�s cash management

products is to analyze each customer�s needs individually

and to adapt existing products to the particular needs of

customers and their operations.

Oyak Bank�s goal in 2001 is to broaden the scope, variety,

and quality of its cash management services while further

increasing the size of its service network. Under this

heading, the Bank plans to make it possible for a larger

number of customers-focusing particularly on dealership

networks-to have direct access to collection points, to

expand the customer base by allowing firms to make

payments to sellers over the service network, and to keep

a close watch on the chain of supply and demand in order

to ensure that every link remains within the system insofar

as that is possible.

Oyak Bank�s goal is to rank among the sector�s leaders

in the business of cash management as well.

ELF Selyak ATS D�rect Deb�t�ng Project
Developing cash management products such as automatic

debiting and collecting systems and integrating them into

corporate banking marketing activities on an individual

project basis is an area of business in which Oyak Bank sees

great potential and to which it attaches much importance.

The first big project undertaken in this direction is the

vehicle recognition system (ATS) project for ELF Selyak,

an OYAK subsidiary. The goal of this project is to facilitate

and achieve economies in vehicle fuel purchases.

The project�s design principles were defined in an

agreement signed between ELF Selyak and Oyak Bank

on 15 December 2000. After quickly completing the

project�s technical infrastructure studies, testing and

phase-1 implementation began on 26 March 2001. The

entire project consists of four phases and is scheduled for

completion by the end of the same year.



Oyak Bank 2000 Annual Report

Oyak Bank: Act�v�t�es �n 2000

page 18

The purpose of this project is to completely automate collections

for sales of fuel by ELF stations to vehicles in companies�

fleets through a system of direct debiting. The project

has already drawn the interest and support not only of

OYAK Group companies but also of the Bank�s customers.

As this system spreads throughout Turkey, it represents

one of the finest examples of the OYAK Group synergies.

An act�ve player �n cap�tal and money markets
Oyak Bank continued to play an active role among banks

in capital and money markets.

A policy of pre-announced movements in exchange rates,

the backbone of the IMF supported anti-inflationary

program introduced in 2000, caused a rapid drop in

interest rates while also fuelling a policy of �hot money�.

To the maximum degree allowed by Treasury rules, Oyak

Bank handled transactions for its customers thereby

increasing both its Turkish lira and foreign currency

business volumes. The Bank made a particular point

however of maintaining a short-term maturity structure.

As we moved into the second half of the year, delays in

privatization and in banking reform as well as in other

aspects of the program caused inflation to fall more slowly

than had been targeted. This was accompanied by rapid

growth in the size of the country�s current accounts deficit,

which led to worries about the whole program�s

sustainability. The Turkish banking system found itself

confronted by burgeoning term/interest rate risks, in the

face of which Oyak Bank�s Treasury department chose

not to maintain any open positions in the second half of

the year. In line with this, coupon-bearing instruments

were allowed to form the bulk of the Bank�s portfolio-

within the limits of requirements imposed by laws and

regulations. As a result, the Bank�s portfolio shrank an

average of 52% by the end of the year.

Meanwhile Oyak Bank introduced a new deposits policy

in order to strengthen the structure of its resources: the

result was an increase in overall liquidity as total deposits

rose 84% (49% on a USD basis). In 2000, the Bank�s

Turkish lira deposits were up 489% while its foreign

currency deposits increased 38% as measured in

US dollars. The total volume of deposits was worth

TL 55 trillion (USD 82 million).

During the same year, Oyak Bank engaged in TL 975

trillion worth of outright trading on the ISE�s bond and

bill market and in another TL 197 trillion worth of

secondary market transactions.

Thanks to its successful strategies, the Bank kept its assets

as liquid as possible, restricting the size of its bond and

bill portfolio to statutory limits and abstaining from open

positions. These efforts paid off handsomely in the liquidity

crunch that hit in November 2000: Oyak Bank was one

of a very few banks that was able to turn the crisis to its

own advantage. During that difficult period, the Bank

fulfilled all of its obligations and at the beginning of

December it easily repaid the syndicated loan facility that

it had obtained from international markets a year earlier

without any need for an extension.

While technology played an important role in the successes

that were achieved in a year as difficult and volatile as

2000 was, an even greater contribution was made by the

accomplished and competitively-minded team of

professionals who make up Oyak Bank�s Treasury

department. The highest-priority goals and tasks of this

department are to develop new products with a focus on

customer satisfaction and to minimize exchange rate,

interest rate, and other measurable risks as much as

possible by analyzing capital and money market

movements and trends.

Reta�l bank�ng: A h�gh-potent�al area of
bus�ness
As it redefines its market position and rethinks its business

strategies, retail banking products and services are an

area of business with high potential in which Oyak Bank

has no choice but to become an influential player. In the

new period of the banking sector following the economic

crisis, the ability to reach large groups of customers through

an extensive service network is becoming more and more

crucial. In that respect, the Bank�s position is strengthened

by the existence of OYAK Group employees and members

who are located all over Turkey.
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A�med at develop�ng an alternat�ve and extens�ve

channel of d�str�but�on and at creat�ng group-w�de

synerg�es, the Oyak Bank onl�ne dealer sales system

(BOSS) makes �t poss�ble to secure �nstant cred�t

f�nanc�ng for car sales at all Renault-Mais author�zed

dealersh�ps.
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In the years ahead, Oyak Bank will be focusing on growth

and on increasing market share in all segments of retail

banking. In the near future, retail banking will become

a business line that creates a significant proportion of the

Bank�s operational revenues.

Important gains were registered in the area of retail loans

in 2000. Oyak Bank was the author of an innovative

project that will serve as a model for others. Aimed at

developing an alternative and extensive channel of

distribution and at creating group-wide synergies, the

Bank�s online dealer sales system (BOSS) makes it possible

to secure instant credit financing for car sales at Renault-

Mais authorized dealerships. This system is now in

operation in all 147 sales points around the country. It

was an important factor in enabling and maintaining

dealer-customer relations under even the most difficult

conditions of the crisis. Plans are now being made to

extend the system into insurance, thereby broadening the

scope of products that can be accessed over the system,

while also providing a greater range of services to a larger

group of customers.

Oyak Bank extended a total of TL 30,500 billion in retail

loans in 2000, a figure that represents a 594% increase

over the Bank�s business (worth TL 4,394 billion) in the

same area in 1999. Broken down by category, there were

195 consumer loans amounting to TL 545 billion, 4,294

motor vehicle loans amounting to TL 24,775 billion, and

200 housing loans amounting to TL 5,180 billion.

Looking at the same breakdown again, the biggest gains

in consumer credit were in loans for the purchase of

motor vehicles: there were TL 1,340 billion of such loans

in 1999; the TL 24,775 billion figure in 2000 represents

a year-on increase of no less than 1,749%. This

outstanding performance was followed by the increase

in retail loans, which were up 228%.

In terms of the number of loan accounts, the 4,689 figure

achieved in 2000 represents an 850% increase over the

number that existed just a year before.

At year-end 2000, Oyak Bank held TL 34,691 billion

worth of running retail loan accounts on its books: a

432% increase over the 1999 level of TL 6,522 billion.

There were 5,278 accounts of this kind in 2000-a 708%

increase over their previous year�s level.

An indispensable component of Oyak Bank�s retail banking

services is automatic teller machines (ATM), investments

in which are continuing without interruption. Using their
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Oyak Bank �s determ�ned to �ncrease both the number

of �ts reta�l bank�ng customers and the volume of �ts

bus�ness w�th them by des�gn�ng or�g�nal products and

serv�ces for customer segments that �t targets.
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Oyak Bank24 debit cards, bank customers can access

their accounts and withdraw money twenty-four hours

a day and seven days a week not only through the eleven

ATMs presently in Oyak Bank branches but also

(beginning in June 2001) through the nearly 1,900 ATMs

that are linked to the �Joint Point� system all over Turkey.

The functions of the Bank�s ATMs were enhanced during

2000. In December, these machines were programmed

and equipped with features that allow holders of cards

issued by other Joint Point system members to access

their accounts and to withdraw money. Oyak Bank is

also working on a project to install ATMs in locations

outside banks and the first machines are now in operation.

In the first stage of this project, the Bank will be focusing

on working together with the Group companies and

introducing ATMs that will serve the needs of their

employees.

Another retail banking service to which the Bank gives

attention is salary payments. The first results of efforts

in this direction were realized in 2000, with the salaries

of 725 employees in five different companies being paid

through Oyak Bank. The Bank will be seeking to increase

its share in the market for salary payment services,

focusing on the Group companies in particular at the

outset.

In 2000, Oyak Bank became a member of the Credit

Registration Office. This is an independent entity that is

at the service of Turkish banking industry by providing

a common pool of credit information and references that

members can query. In November and December, 4,039

retail loan applications were checked with the Office

while the Bank supplied the Office with information

about 1,778 loan customers during the same two-month

period.

Spec�ally des�gned campa�gns and products

for d�fferent customer segments
Seeking to bolster its presence in the market for retail

banking products and services, Oyak Bank is determined

to increase both the number of its retail banking customers

and the volume of its business with them by designing

original products and services for customer segments that

it targets as a result of careful measurement and feasibility

studies.

The retail loans in which Oyak Bank takes the greatest

interest and sees the greatest potential for growth are

loans to finance the purchase of automobiles and homes.

The Turkish automotives market and motor vehicle loans

Because of its dynamic economy with its huge potential

as well as its political structure, Turkey is recognized

by international automotives manufacturers as a

particularly attractive market. The value of that market

is further enhanced from the standpoint of automotives

manufacturing and distributing by geographical location

and by low production costs. Seven major automotives

manufacturers have production facilities in Turkey and

the automobile industry is the third biggest employer

in the country, ranking only behind textiles and

construction.

In 1999, the Turkish automobile market shrank 8%

because of a general economic malaise made worse by

that year�s disastrous earthquakes. Only 289,743 units
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were sold that year. The following year, the industry

rebounded with record sales of 459,538 units overall.

Automobile loans negotiated under a campaign developed

jointly with Renault-Mais, the OYAK Group�s automotives

sector subsidiary, made up the biggest category of the

Bank�s retail loans.

As part of this campaign, which was undertaken as a

comprehensive project, a dealer online sales system (BOSS)

was developed by means of which dealers themselves can

input loan applications directly, application reservations

can be made automatically on the main Renault-Mais

system, and the lending process is initiated and finalized

through the Bank�s system. BOSS also makes it possible

for dealers to view the current standings of existing loan

accounts on their own screens and to generate whatever

reports they may need.

At present, 93% of Renault-Mais authorized dealers are

linked into BOSS and have been taking part in company-

organized campaigns. A remarkable 23% of all Renault-

Mais sales in November-December 2000 alone were made

through the Oyak Bank motor vehicle loan system.

Sales campaigns conducted jointly with Renault-Mais are

expected to make the biggest single contribution to the

growth in such loans for the foreseeable future. A target

of Oyak Bank�s financing 40% of Renault-Mais sales has

been set for 2001.

The real estate market and housing loans

The real estate market is another area of business with

increasingly greater potential as the Turkish economy

continues to develop. According to State Planning

Organization figures, construction licenses for 126,000

new homes are expected to be issued in Turkey in 2001.

This is just one statistic pointing to the overall size of this

market.

Housing loans rank second only to motor vehicle loans

as a retail loan category to which Oyak Bank gives its

attention. In this business line, the Bank targets its products

at strongly-capitalized building contractors, at real estate

agents, and at major industrial group companies as

producers and, as consumers, at senior managers, at

people with steady income, and at self-employed

professionals who have a good earnings record.

Growth targets �n automob�le and hous�ng
loans
Oyak Bank is determined to grow and increase its market

share in the business of providing retail loans with a

particular emphasis on automobile and housing loans.

The Bank is looking to develop similar automobile loan

projects for other marques. These will also be targeted

at different market segments. In 2001 the Bank will be

working on organizing sales campaigns with some

distributors of high-end luxury and median-market vehicles

with an eye on achieving a 10% penetration in financing

their sales. The job of adapting the BOSS software package

to make this possible is scheduled for completion during

the first half of 2001.

The Bank has also set its sights on a number of ambitious

goals in providing housing loans in 2001-2002 as well.

Oyak Bank already has a strong portfolio of mortgages

and it has begun developing procedures to provide

mortgages for housing development projects being

undertaken by a number of construction firms.

Important developments �n reta�l bank�ng

products and serv�ces
Oyak Bank is also working on a number of projects that

will add impetus to its activities in the market for retail

banking products and services.

The Bank�s new banking automation software package

will become operational in October 2001. This system

will contribute greatly not only to the marketing of retail

banking products but also to the efficiency of customer

service. The new automation system is also equipped with

features that will significantly enhance customer

satisfaction.
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The Bank�s utility invoice payment module will also come

online during the first quarter of 2002. Using this module-

development of which is now under way-it will be possible

to pay water, electricity, gas, telephone, GSM, and cable-

TV bills at any Oyak Bank branch.

Oyak Bank�s first credit card will be offered to customers

in January 2001. Agreements have already been concluded

with Europay and Visa International. Bank customers

will be able to choose between the �Classic� and �Gold�

card options. Oyak Bank credit cards will be followed

by smart card and automatic installment shopping card

projects.

One of Oyak Bank�s fundamental goals is to serve its

customers by taking advantage of alternative channels of

distribution, which it believes will become increasingly

more important in retail banking in the near future. In

keeping with this belief, Oyak Bank is continuing work

on developing and improving its web site, internet banking,

and call center projects. The Bank�s web site

www.oyakbank.com.tr will go live in May 2001 while

its internet banking module is scheduled to start serving

customers in the first quarter of 2002.

The �mportance of manag�ng customer

relat�ons
In today�s �new economy�, companies that focus on

customer satisfaction are able to create for themselves

important competitive advantages over their rivals in

their bid to achieve product dominance or market share.

In recognition of this truth, Oyak Bank redesigned all its

work processes to bring them into alignment with the

concept of customer relations management in 2000. The

changes dictated by this new approach to management

were also reflected in the Bank�s organizational structure

where necessary.

Oyak Bank�s goals in 2001 are to put into effect strategies

that will further increase customer satisfaction, to come

up with solutions for customers while providing service

of the highest quality, and to strengthen its position as one

of the leading institutions in the Turkish banking industry.

At a time when information has become more important

than ever, the Bank is also continuing with its databank

project, which will serve as the base for the customer

relations management system.

Technolog�cal advances that shape

tomorrow�s products and serv�ces
From the standpoint of information technologies, 2000

was also a busy year of fast-paced progress.

The most important activity of the year was the

introduction of the BOSS project, which completely

automates automotive loan procedures over the intranet.

This robust and reliable system, has already given the

Bank a strong presence in the market for retail loans.

Other important projects completed during the year

worthy of mention were concerned with the ATM system,

salary payments, insurance premium collections and

compensation payments, credit investigations, a link to

the Credit Registration Office, MIS reporting, promissory

notes, and fixed assets modules.

Concurrent with these activities the existing network

tying together all branches and headquarters units was

redesigned and renovated to comply with LAN and WAN

standards. High-speed connectors were also installed.

Thanks to this upgraded system, the Bank now has a

powerful backbone to carry its voice and data

communications.

Another important project undertaken by the Information

Technologies Department was the ATS vehicle-recognition

system designed for ELF Selyak. All of the technological

and operational development and support required for

this system is provided by Oyak Bank.

In 2000, the Bank�s debit card system came on stream.

Other activities during the year were SWIFT updates,

installing the Right Fax automatic fax system, and

installing the CAI TNG Unicenter and making it

operational. Yet another project undertaken by the

Department in 2000 was concerned with its support for

OB Menkul De¤erler A.Þ., an Oyak Bank subsidiary.
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Arguably the most important event from the standpoint

of information technologies in 2000 however was the

initiation of a restructuring capable of serving the Bank

as it grows. As part of this effort, employees were given

training in new aspects of technology, staff was beefed

up by taking on new experts, and the system was equipped

with features such as software that allows remote

intervention.

A human resources pol�cy to support phys�cal
growth
The human resources mission of Oyak Bank is to

contribute to the development of a corporate culture and

of feelings of confidence in the institution and to increase

the effectiveness, productivity, and happiness of employees

through the adoption and implementation of human

resources policies that are principled, modern, and

participatory.

As it strives to accommodate itself to today�s rapidly

changing dynamics, Oyak Bank is aware that it must

work unceasingly in order to compete successfully and

that this is possible only with personnel who make an

effort on their own as �self-developers� and who have

a sense of responsibility for their own careers. Because

of this awareness, it is Oyak Bank�s policy to only take

on individuals who are well educated, who are creative,

who are technologically adept and multi-faceted, and

who can think globally.

Each and every Oyak Bank employee is provided with

the tools needed to carry out their duties, with the

knowledge needed to be successful, with the training

needed to develop their skills, and with the opportunities

needed to further their career progression. To accomplish

this the Bank bases its performance evaluation,

compensation, promotion, and similar systems upon a

philosophy that rewards knowledge and success and

supports personal development.

Oyak Bank employs a staff of 426. 62% of its employees

are university graduates and 76% of them have command

of at least one foreign language. The average age is 32,

as befits Oyak Bank�s profile as a young and dynamic

institution.

Oyak Bank�s sights are focused on growth and its human

resources policies and practices have been designed to

support and foster that growth.



2000 will long be remembered for two very different

things: the sanguine appearance that dominated the

Turkish economy during the first half of the year and the

liquidity crunch and its extraordinary aftermath in the

last quarter.

In such an environment, the Turkish banking industry

was inevitably caught up in a whirlwind of radical change.

For its own part, Oyak Bank in the second six months

of 2000 continued to carry out the projects that it had

initiated as a requirement of its transformation and growth

strategies but it also took great pains in its efforts to

implement policies that aimed at protecting all the Bank�s

assets and claims during a period of tremendous economic

volatility.

Liquidity management therefore became the touchstone

of the Bank�s activities in 2000 because of its vital

importance to the Bank�s survival. Throughout the year,

Oyak Bank kept a close watch on money and capital

markets, taking great care to remain as liquid as possible

by focusing on short-term investments.

Oyak Bank�s balance sheet, as maintained in compliance

with the requirements of Turkish laws and regulations,

shows a net loss of TL 8.4 trillion for 2000.

One thing about this balance sheet that should immediately

be pointed out is that the provisions set aside for loans

as a result of banking activities both in Turkey and

through Oyak Bank�s German subsidiary are higher than

those required by law. This is in keeping with the Bank�s

fundamental principle of prudence. Provisions of 96% were

set aside in 2000 for loans that were in legal follow-up.

The German subsidiary Oyak Anker Bank GmbH increased

its own provisions from DM 2.6 million to DM 8.5 million

in 2000, 70% of which was for loans that had been extended

to business enterprises in Germany and had problems.

According to the Bank�s inflation-adjusted and

independently audited balance sheet, as of 31 December

2000 Oyak Bank had assets worth a total of TL 362

trillion. This figure represents a 16.3% decrease from

that of the previous year.
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L�qu�d�ty management became the touchstone of Oyak

Bank�s act�v�t�es �n 2000: Throughout the year, Oyak

Bank kept a close watch on money and cap�tal markets,

tak�ng great care to rema�n as l�qu�d as poss�ble by

focus�ng on short-term �nvestments.
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Total Depos�ts
Billion TL

99 00

218,119
202,287

Total Assets
Billion TL

99 00

432,772

362,078

Total Loans
Billion TL

99 00

284,406

250,844
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Dur�ng 2000, Oyak Bank acted w�th great prudence and

d�scr�m�nat�on �n �ts lend�ng act�v�t�es. But although

the corporate loan portfol�o shrank overall �n the

second half of the year, Oyak Bank cont�nued to stand

by �ts ex�st�ng cred�t customers even dur�ng the d�ff�cult

days of the November cr�s�s.
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The two biggest contributors to this contraction were

decreases in the two balance sheet items �Loans to

customers� and �Lendings to banks�: Oyak Bank�s loan

portfolio shrank 12% in 2000 while the volume of its

lendings to other banks was down 58%.

During 2000, the Bank acted with great prudence and

discrimination in its lending activities. But although the

corporate loan portfolio shrank overall in the second half

of the year, Oyak Bank continued to stand by its existing

credit customers even during the difficult days of the

November crisis.

After the end of the year, the volume of the Bank�s lending

began to grow again, mainly because of new relationships

established with corporate customers and as a result of

new projects-especially automobile loans and other retail

loans-that the Bank became involved in.

According to the Bank�s inflation-adjusted and

independently audited balance sheet for 2000, Oyak

Bank�s paid-in capital stood at TL 62.7 trillion as of 31

December 2000. This resulted from two cash injections

totaling TL 31.7 trillion (TL 16.7 trillion on 5 April 2000

and TL 15 trillion on 25 December 2000), from TL 9.4

trillion in retained profits, and from TL 446 billion from

the revaluation of assets. This total represents a 197%

increase over the 1999 figure. The increase is still more

proof of the commitment of Oyak Bank�s shareholders

to the principle of maintaining a reputation of being a

strongly capitalized bank.

Comm�tments And Cont�ngent
L�ab�l�t�es
Billion TL

99 00

53,997

35,987

Total Shareholders� equ�ty
Billion TL

99 00

43,462

57,287

Share Cap�tal
Billion TL

99 00

21,116

62,749
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OB Menkul De¤erler A.Þ. was founded in 1998 as a joint

venture of Oyak Bank and Oyak Menkul De¤erler A.Þ.

The Company is a brokerage house whose services on

behalf of domestic and foreign corporate investors are

based on high-quality, impartial, and solid research.

Oyak Bank�s respected name, modern approaches, and

strength combined with Oyak Menkul De¤erler�s years

of market experience create powerful synergies that

OB Menkul De¤erler can take advantage of.

OB Menkul De¤erler�s principal activities consist of capital

market transactions (trading in corporate stocks, fixed-

income instruments, and mutual funds) and investment

consultation.

In 2000, OB Menkul De¤erler handled a total trading

volume of TL 211.6 trillion on the Istanbul Stock Exchange

(ISE). Oyak Bank owns a 94.5% stake in OB Menkul

De¤erler.

Oyak Portföy Yönetimi A.Þ. is a portfolio management

company founded to manage the portfolios of corporate

and private investors. The Company is a joint venture of

Oyak Bank (60%) and Oyak Menkul De¤erler (40%).

Oyak Portföy Yönetimi manages a total of six mutual

funds: three for the OYAK Group and three for

Emlak Bankas�. The Company also undertakes the

management of investment accounts for a large number

of private and corporate clients, the latter of which include

many prestigious institutional investors and charitable

foundations.
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Oyak Anker Bank GmbH is a wholly-owned subsidiary

of Oyak Bank. The Bank joined the OYAK Group in

1996 with the acquisition of AB Anker Bank. The Bank�s

headquarters are located in Koblenz, Germany. The Bank

also has six branches in the cities of Koblenz, Cologne,

Bonn, Munich, Berlin, and Mannheim.

Oyak Anker Bank specializes in trade finance and in retail

banking products and services. At year-end 2000, the

Bank had assets worth DM 507 million. During the year,

it booked a total of DM 222 million in business as foreign

trade financing. The Bank, whose capitalization amounts

to DM 31.4 million, employs 129 people.

Oyak European Finance Plc (OEF) was founded in 1994

and is based in Dublin�s International Financial Services

Center. A wholly-owned subsidiary of Oyak Bank, OEF

is a financial services company and is subject to Irish laws

and regulations.

OEF�s principal activities consist of accepting deposits,

commercial and retail loans, leasing, project financing,

and corporate finance consultation. In 2000 the Company

wrote USD 70 million worth of business.
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AUDITOR�S REPORT

To the Board of Directors of
Oyak Bank Anonim Þirketi

1. We have audited the accompanying consolidated balance sheet of Oyak Bank Anonim Þirketi ("the Bank" - a Turkish corporation) at 31
December 2000 and the related consolidated statements of loss and of cash flows for the year then ended, all expressed in the equivalent
purchasing power of the Turkish lira at 31 December 2000. These financial statements are the responsibility of the Bank's management. Our
responsibility is to express an opinion on these financial statements based on our audit.

2. We conducted our audit in accordance with International Standards on Auditing. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

3. In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of Oyak Bank Anonim
Þirketi at 31 December 2000 and the results of its operations and its cash flows for the year then ended in accordance with International
Accounting Standards.

Without qualifying our opinion we draw attention to the following issue:

4. As explained in Note 24, on 22 February 2001 due to the turmoil in the Turkish financial sector the Turkish government concluded that
the managed exchange rate was no longer sustainable. The crawling-peg system, which had limited the depreciation of the local currency,
was then abandoned in favour of a free-floating exchange rate. The Turkish lira has depreciated in excess of 35% when compared to the
exchange rates prevailing at 31 December 2000 and the prevailing interest rates are significantly high at the date of this report. There is
uncertainty as to the effects of the ongoing volatility in the financial markets on the financial condition of the Bank and its future operations
and cash flows at present. 

Baßaran Nas Serbest Muhasebeci
Mali Müßavirlik Anonim Þirketi
a member of PricewaterhouseCoopers 

Zeynep Uras, SMMM

Istanbul, 23 February 2001



Notes 2000 1999
ASSETS
Cash and balances with Central Banks 3 17,036,897 14,867,226
Due from other banks 4 39,888,884 94,731,947
Dealing securities 5 20,280,718 16,628,810
Loans and advances to customers 6 250,843,709 284,405,747
Investment securities 7 9,298,294 1,153,955
Accrued interest receivable and other assets 8,556,823 9,489,362
Investments 7,930 -
Goodwill 8 - 1,138,551
Property and equipment 9 10,123,339 9,802,192
Deferred tax asset 14 6,041,488 554,378

Total assets 362,078,082 432,772,168

LIABILITIES AND SHAREHOLDERS' EQUITY
Due to other banks 10 8,491,400 5,543,192
Deposits 11 202,286,794 218,118,918
Interbank money market deposits 12 - 7,537,360
Debt securities in issue 2,939,774 6,084,260
Other borrowed funds 12 75,870,947 136,648,113
Accrued interest payable and other liabilities 13 9,564,862 9,751,647
Income taxes payable 14 685,007 1,241,033
Reserve for employment termination benefits 15 661,966 581,893
Deferred tax liability 14 1,268,134 716,167
Subordinated loans 2,056,164 2,433,313

Total liabilities 303,825,048 388,655,896

Minority interest 16 965,620 654,222

Shareholders' equity
Share capital 17 62,749,000 21,116,000
Adjustment to share capital 17 92,104,739 88,738,976
Accumulated deficit and reserves 18 (97,566,325) (66,392,926)

Total shareholders' equity 57,287,414 43,462,050

Total liabilities and shareholders' equity 362,078,082 432,772,168

Commitments and contingent liabilities 19

OYAK BANK A.Þ.
CONSOLIDATED BALANCE SHEETS AT 31 DECEMBER
(Amounts expressed in millions of Turkish lira (TL) in terms of the purchasing power of TL at 31 December 2000)

The accompanying notes form an integral part of these consolidated financial statements.
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The accompanying notes form an integral part of these consolidated financial statements.

Notes 2000 1999
Interest income:
On loans and advances to customers 32,315,075 40,219,491
Interest on short term funds and placements with other banks 20,458,444 31,669,632
Interest on investment securities 3,950,601 6,176,792
Other interest income

Total interest income 56,724,120 78,065,915

Interest expense:
Interest on customer, commercial and bank deposits (16,172,878) (13,658,416)
Interest on other borrowed funds (10,065,854) (12,767,575)
On Interbank funds borrowed (1,590,779) (714,425)
On securities issued (404,147) (553,707)

Total interest expense (28,233,658) (27,694,123)

Net interest income 28,490,462 50,371,792
Foreign exchange gains losses, including net gains or 
losses from dealing in foreign currency (11,395,756) (25,426,078)

Net interest income after foreign exchange gains and losses 17,094,706 24,945,714

Other operating income 
Income from bank services 3,824,717 1,711,484
Fees and commissions on loans, net 2,568,458 2,479,888
Trading income on marketable securities 7,042,787 7,028,880
Dividend income 1,078 7,577
Other non- interest income 1,132,379 2,547,269

Operating income 31,664,125 38,720,812

Other operating expenses 
Salaries and employee benefits (13,706,941) (13,858,706)
Other taxes (1,463,071) (1,009,530)
Depreciation and amortisation on property, 
equipment and leasehold improvements 9 (2,677,608) (2,565,478)
Amortisation of goodwill 8 (1,130,792) (1,138,551)
Other non-interest expenses (15,910,365) (10,076,401)
Loan loss provisions 6 (14,490,140) (5,030,994)

Profit from operations (17,714,792) 5,041,152

Profit before tax and loss on monetary position (17,714,792) 5,041,152

Taxation on income 14 4,289,576 (2,244,947)

Loss on net monetary position 2 (6,064,019) (8,323,157)

(Loss)/profit after tax and loss on monetary position (19,489,235) (5,526,952)

Minority interest 16 (321,182) (137,152)

Net loss for the year (19,810,417) (5,664,104)

OYAK BANK A.Þ.
CONSOLIDATED STATEMENTS OF LOSS FOR THE YEARS ENDED 31 DECEMBER
(Amounts expressed in millions of Turkish lira (TL) in terms of the purchasing power of TL at 31 December 2000)
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Notes 2000 1999

Cash flows from operating activities
Net loss for the year (19,810,417) (5,664,104)
Adjustments for:
Depreciation and amortization 3,808,400 3,704,029
Provision for loan impairment 6 14,490,140 5,030,994
Employment termination benefits 80,073 62,386
Provision for current and deferred taxes (4,250,136) 482,017
Minority interest 321,182 137,152
Profit on sale of property and equipment - (14,191)
Interest income � net (28,490,463) (50,371,792)
Interest paid (26,843,784) (26,645,010)
Interest received 57,374,588 77,609,678

Cash flows from operating profits before 
changes in operating assets and liabilities (3,320,417) 4,331,159

Changes in operating assets and liabilities:
Net decrease/(increase) in loans and advances to banks 19,118,551 (5,221,953)
Net (increase)/decrease in balances with Central Bank of Turkey (1,811,760) 2,148,634
Net (increase)/decrease in securities portfolio (10,126,102) 11,379,167
Net increase in other assets (211,443) (191,766)
Net increase in other liabilities 474,817 365,286
Net (decrease)/increase customer deposits (15,832,124) 18,841,107
Proceeds from borrowed funds (net of repayments) (68,510,804) (22,391,624)
Income taxes paid (1,241,035) (7,190,727)

Net cash (used in)/from operating activities (81,460,317) 2,069,283

Cash flows from investing activities
Purchase of property and equipment (net of disposals) (2,990,994) (5,347,716)
(Increase)/decrease in minority interest (3,113) 93,770
Purchase of investments (7,930) -

Net cash used in investing activities (3,002,037) (5,253,946)

Cash flows from/(used in) financing activities
Cash increase in share capital 33,968,998 13,837,818
Dividends paid (339,887) (14,559,869)

Net cash from/(used in) financing activities 33,629,111 (722,051)

Net decrease in cash and cash equivalents (50,833,243) (3,906,714)
Cash and cash equivalents at beginning of year 121,794,389 125,701,104

Cash and cash equivalents at end of year 3 70,961,146 121,794,390

OYAK BANK A.Þ.
CONSOLIDATED STATEMENTS OF CASH FLOWS  FOR THE YEARS ENDED 31 DECEMBER
(Amounts expressed in millions of Turkish lira (TL) in terms of the purchasing power of TL at 31 December 2000)

The accompanying notes form an integral part of these consolidated financial statements.
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NOTE 1 - PRINCIPAL ACTIVITIES 

Oyak Bank Anonim Þirketi ("the Bank") was incorporated on 9 November 1990 and operated with the name Türk Boston Bank A.Þ. until
10 May 1996. The Bank�s head office is located at Büyükdere cad. Ali Kaya Sok. No:4 Polat Plaza A Blok 80620 Levent-Istanbul/Turkey.
The Bank provides general corporate banking services with some emphasis on retail activities where an investment process started during
1998 to establish the base for a more extensive network of retail activities. In addition to the head-office in Istanbul, it has 11 operational
branches, which are located in Istanbul (four), Ankara (two), Adana (two), Izmir, Bursa and Izmit.

The Bank also has two foreign subsidiaries in Dublin, Ireland and in Koblenz, Germany and two financial subsidiaries in Istanbul, Turkey. 

The consolidated financial statements incorporate the assets, liabilities, income and expenses of Oyak Bank A.Þ. and its group companies,
Oyak European Finance Plc., Oyak Anker Bank GmbH, Oyak Portföy Yönetimi A.Þ. and OB Menkul De¤erler A.Þ. which together form
the Oyak Bank Group ("the Group").

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these consolidated financial statements are set out below: 

Basis of presentation of financial statements

The Bank and its domestic subsidiaries maintain their books of account and prepare their statutory financial statements in Turkish lira based
on the Turkish Commercial Code, Banking Law and Tax Regulations. Foreign subsidiaries maintain their books based on statutory rules
and regulations applicable in their jurisdictions. The consolidated financial statements are based on the statutory records which are
maintained under the historical cost convention (except for the revaluation of property, plant and equipment for subsidiaries registered in
Turkey as discussed in Note 9) with adjustments and reclassifications for the purpose of fair presentation in accordance with International
Accounting Standards ("IAS") issued by the International Accounting Standards Committee.

The restatement for changes in the general purchasing power of the Turkish lira as of 31 December 2000 is based on IAS 29 ("Financial
Reporting in Hyperinflationary Economies"). IAS 29 is applicable to financial statements covering periods beginning on or after 1 January
1990. IAS 29 requires that financial statements prepared in the currency of a hyperinflationary economy be stated in terms of the measuring
unit current at the balance sheet date, and that corresponding figures for previous periods be restated in the same terms. One characteristic
that necessitates the application of IAS 29 is a cumulative three-year inflation rate approaching or exceeding 100%. The restatement was
calculated by means of conversion factors derived from the Turkish nationwide wholesale price index ("WPI") published by the State
Institute of Statistics ("SIS"). 

Indices and conversion factors used to restate accompanying financial statements as of 31 December 2000 and 1999 are given below:

Dates Index Conversion factor
31 December 2000 2,626.000 1.000
31 December 1999 1,979.500 1.327
31 December 1998 1,215.100 2.161

The main procedures for the above mentioned restatement are as follows:

-Financial statements prepared in the currency of a hyperinflationary economy are stated in terms of the measuring unit current at the
balance sheet date, and corresponding figures for previous periods are restated in the same terms.
-Monetary assets and liabilities which are carried at amounts current at the balance sheet date are not restated because they are already
expressed in terms of the monetary unit current at the balance sheet date.
-Non-monetary assets and liabilities which are not carried at amounts current at the balance sheet date and components of shareholders�
equity are restated by applying the relevant (monthly, yearly average, year end) conversion factors. 
-Comparative financial statements are restated using general inflation indices at the currency purchasing power at the latest balance sheet date.
-All items in the statement of income are restated by applying the monthly conversion factors.
-The effects of inflation on the Bank�s net monetary position are included in the statement of income as gain or loss on net monetary positio

Translation of foreign subsidiary financial statements
The financial statements of foreign subsidiaries are translated into Turkish lira using relevant foreign exchange rates prevailing at the balance
sheet date.

Consolidation
Subsidiary undertakings, which are those companies in which the Bank, directly or indirectly, has an interest of more than half of the voting
rights or otherwise has power to exercise control over operations, have been fully consolidated. Subsidiaries are consolidated from the date
on which effective control is transferred to the Bank. 

OYAK BANK A.Þ.
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The list of principal subsidiary undertakings is set out below:

Country of Percentage Percentage 
Name incorporation ownership 2000 ownership 1999
Oyak European Finance Plc Ireland 100.00% 100.00%
Oyak Anker Bank GmbH Germany 100.00% 100.00%
VFG Germany 100.00% 100.00%
Oyak Portföy Yönetimi A.Þ. Turkey 60.00% 60.00%
OB Menkul De¤erler A.Þ. Turkey 94.49% 80.00%

Oyak European Finance Plc, an international financial services company, was incorporated in July 1994 and has been operational since
August 1994.

Oyak Anker Bank GmbH, which has six branches located in Germany was acquired on 1 January 1996.

VFG is a fully owned subsidiary of Oyak Anker Bank GmbH.

Oyak Portföy Yönetimi A.Þ. ("OPY"), an asset management company, is a 60% investment in which the remaining shares are held by Oyak
Menkul De¤erler A.Þ. OPY was incorporated in June 1997 and has been operational since then. 

OB Menkul De¤erler A.Þ. ("OBM"), a brokerage house, is an 94.5% investment (1999: 80%) of which the remaining shares are held by
Oyak Menkul De¤erler A.Þ. OBM was incorporated in September 1998. 

All intercompany transactions, balances and unrealised surpluses and deficits on transactions between group companies have been
eliminated. Where necessary, accounting policies for subsidiaries have been changed to ensure consistency with the policies adopted by the
Bank. Separate disclosure is made of minority interests.

Goodwill
Goodwill represents the excess of the cost of an acquisition over the fair value of the Bank�s share of the net assets of the acquired
subsidiary/associated undertaking at the date of acquisition. Goodwill is amortised using the straight-line method over five years. The carrying
amount of goodwill is reviewed when circumstances or events indicate that there may be uncertainty over the carrying amount and written
down for impairment where the net present value of the forecast future cash flows of the business are insufficient to support the carrying value.
The gain or loss on disposal of an entity includes the related unamortised balance of goodwill relating to the entity disposed of.

Related parties
The Bank's shareholders, directors and key management personnel, in each case together with their families and the companies controlled
by or affiliated with them ("Oyak Group") are referred to as related parties in these consolidated financial statements.

Investment securities 
Investment securities include treasury bills and government bonds which management intend to hold until maturity and are stated at cost
as adjusted for the amortisation of discounts on purchases over the period to maturity. A reduction in market value is not taken into account
unless it is considered to be permanent.

Dealing securities
Dealing securities are stated at market prices. All gains and losses realised and unrealised from trading in dealing securities are reported in
trading income on marketable securities. Interest earned whilst holding dealing securities is reported as interest income. Dividends received
are included separately in dividend income. 

Sale and repurchase agreements
Securities sold under sale and repurchase agreements ("repos") are retained in the financial statements and the counterparty liability is
included in deposits from banks or customers, as appropriate. Securities purchased under agreements to resell ("reverse repos") are recorded
as placement with other banks. The difference between sale and repurchase price is treated as interest and accrued evenly over the life of
repo agreements.

Interest income and expense
Interest income and expense are recognised in the income statement on an accrual basis. Interest income is suspended when, in management's
opinion, collection becomes doubtful and is excluded from interest income until received. Interest income includes coupons earned on fixed
income securities and accrued discount on treasury bills. 

Loans and provisions for loan impairment 
A specific credit risk provision for loan impairment is established to provide for management�s estimate of credit losses as soon as the
recovery of an exposure is identified as doubtful. The level of the provision is based on the internal policies of the Bank which require a
classification to loans under follow-up and a provision for the outstanding balance of the loan if the payment of interest is overdue for more
than thirty days.

OYAK BANK A.Þ.
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A general provision for loan impairment is established to cover losses that are judged to be present in the lending portfolio at the balance
sheet date, but which have not been specifically identified as such. 

The provision for loan impairment is based on an analysis of internal credit risk gradings allocated to borrowers, refined to reflect the
economic climate in the markets in which the Bank operates and the realisable value of collateral taken against outstanding exposures.

The movement in provision is charged against the income for the period. When a loan is deemed uncollectable, it is written off against the
related provision for impairment. The loan is written off after all the necessary legal proceedings have been completed and the amount of
the loan loss is finally determined. Subsequent recoveries are credited to the income statement if previously written off (Note 6).

Foreign currency indexed loans are recognised at their initial Turkish lira values and subsequent foreign currency gains calculated on such
loans are included in interest income on loans in the income statement.

Acceptances
Acceptances comprise undertakings by the Bank to pay bills of exchange drawn on customers. Acceptances are accounted for as off - balance
sheet transactions (Note 19).

Foreign exchange transactions 
Foreign currency transactions in group companies are accounted for at the exchange rates prevailing at the date of the transactions. Gains
and losses resulting from the settlement of such transactions and from the translation of monetary assets and liabilities denominated in
foreign currencies are recognised in the income statement. Such balances are translated at year-end exchange rates. 

Property and equipment 
All property and equipment carried at historical cost less depreciation are restated to the equivalent purchasing power at 31 December 2000.
Depreciation is calculated on the restated amounts of property and equipment using the straight-line method to write off the restated cost
of each asset to their residual values over their estimated useful life as follows:

Buildings 50 years
Furniture and fixtures 5 years
Office equipment and motor vehicles 3-8 years
Leasehold improvements 5 years

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down immediately to its recoverable
amount. Gains and losses on disposal of property and equipment are determined by reference to their carrying amount and are taken into
account in determining operating profit. 

Expenses for the repair of property and equipment are normally charged against income. They are, however, capitalised in exceptional cases
if they result in an enlargement or substantial improvement of the respective assets.

Leasehold improvements comprise primarily the capitalised branch refurbishment costs and are amortised on a straight-line basis over a
period not exceeding five years, which is not longer than the lease period.

Computer software development costs
Generally, costs associated with developing computer software programs are recognised as expense as incurred. However, expenditure that
enhances and extends the benefits of computer software programs beyond their original specifications and lives is recognised as a capital
improvement and added to the original cost of the software. Computer software development costs recognised as assets are amortised using
the straight-line method over their useful lives but not exceeding a period of five years, or over the period of the lease if less than five years.

Costs associated with the maintenance of existing computer software programs and for modifications for the Year 2000 are expensed as incurred.

Deferred income taxes 
Deferred income tax is provided, using the liability method, for all temporary differences arising between the tax bases of assets and liabilities
and their carrying values for financial reporting purposes. Currently enacted tax rates are used to determine deferred income tax.

The principal temporary differences arise from the restatement of property and equipment over their historical cost, amortised gains on
investment securities, accrued foreign exchange income and expense on forward contracts, provision for loan impairment, provision for
employment termination benefits, capital software expenses and carry forward losses.

Deferred tax assets resulting from temporary differences in the recognition of expense for income tax and financial reporting purposes are
recognised to the extent that it is probable that future taxable profit will be available against which the deferred tax asset can be utilised (Note 14).

Employment termination benefits 
Employment termination benefits, as required by the Turkish Labour Law, are recognised in the accompanying financial statements as they
are earned. The total provision represents the present value of the future probable obligation of the Bank arising from the retirement of the
employees (Note 15).
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Financial instruments
IAS 32 Financial Instruments: Disclosure and Presentation defines financial instruments very broadly, covering not only financial assets and
liabilities but also derivative financial instruments and requires disclosures about exposure to, and significant concentrations of, credit risk
and about exposure to foreign exchange, interest rate and liquidity risks.

Credit risk
Financial instruments contain an element of risk that the counterparts may be unable to meet the terms of the agreements. The Bank�s
exposure to credit risk is concentrated in Turkey where the majority of the activities are carried out. This risk is monitored by reference to
credit risk ratings and managed by limiting the aggregate risk to any individual counterparty, group of companies and industry. The Bank
has a credit committee and the majority of loans are subject to approval of this committee. The Bank has in place effective credit evaluation,
disbursement and monitoring procedures and those control procedures are supported by senior management. The credit risk is generally
diversified due to the large number of entities comprising the customer bases and their dispersion across different industries.

Geographical concentration of assets, liabilities and off-balance sheet items

As at 31 December 2000 Total assets Total liabilities Credit commitments
Turkey 215,981,305 154,825,965 52,749,450
Germany 144,696,049 144,568,006 1,247,461
Ireland 1,400,728 4,431,077 -

362,078,082 303,825,048 53,996,911

As at 31 December 1999 Total assets Total liabilities Credit commitments
Turkey 212,237,796 173,224,340 32,257,737
Germany 209,934,462 207,970,204 3,729,284
Ireland 10,599,910 7,461,352 -

432,772,168 388,655,896 35,987,021

Geographic sector risk concentrations within the loans and advances to customers were as follows:

2000 2000 % 1999 1999 %
Turkey 121,900,994 49 130,049,387 46
Germany 128,942,715 51 154,356,360 54

250,843,709 100 284,405,747 100

Foreign exchange risk
Foreign currency denominated assets and liabilities together with purchase and sale commitments give rise to foreign exchange exposure.
Open foreign exchange exposures are hedged with derivative financial instruments that include primarily forward foreign exchange
contracts, currency futures and swaps. All forward contracts hedging foreign exchange risk have a duration of less than a year.

Interest rate risk
The Bank is exposed to interest rate risk either through market value fluctuations of balance sheet items i.e., price risk or the impact of rate
changes on interest sensitive assets and liabilities. In Turkey the interest rates are highly volatile and this may result in significant changes
in prices of financial instruments, such as government bonds and bills. Additionally, in Turkey the major sources of funding are customer
deposits and repurchase agreements. These exposures are managed by using derivatives such as futures, and natural hedges that arise from
offsetting interest rate sensitive assets and liabilities.

Liquidity risk
The ability to fund the existing and prospective debt requirements is managed by maintaining sufficient cash and marketable securities, the
availability of funding through an adequate amount of committed credit lines and the ability to close out market positions.

Fair value of financial instruments
Fair value is the amount at which a financial instrument could be exchanged in a current transaction between willing parties, other than in
a forced sale or liquidation, and is best evidenced by a quoted market price, if one exists.

The estimated fair values of financial instruments have been determined by the Bank using available market information and appropriate
valuation methodologies. However, judgement is necessarily required to interpret market data to develop the estimated fair value.
Accordingly, the estimates presented herein are not necessarily indicative of the amounts the Bank could realise in a current market exchange.

A market does not presently exist for term loans and deposits which would facilitate obtaining prices for comparative instruments, and if
sold or settled prior to their stated maturity dates, these instruments would bear transaction costs in the form of fees or discounts. Fair value
has not been computed for these instruments because of the impracticability of determining fair value with sufficient reliability. Furthermore
net book amounts are considered to be a reasonable estimate of the fair value.

OYAK BANK A.Þ.
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The following methods and assumptions were used to estimate the fair value of the Bank's financial instruments:

Financial assets
Monetary assets for which fair value approximates carrying value: 

Balances denominated in foreign currencies are translated at year-end exchange rates.

The fair values of certain financial assets carried at cost, including cash and balances with the Central Bank of Turkey, due from other banks
and other financial assets are considered to approximate their respective carrying values due to their short-term nature. The fair values of
investment securities have been estimated based on market prices at balance sheet dates (Note 7).

The fair value of loans and advances to customers is also considered to approximate the carrying value. The fair value of the loan portfolio
is estimated by assessing the risk components of the portfolio.

The fair value of dealing securities is determined by reference to the market value.

Financial liabilities
The fair value of deposits from banks and customers, other borrowed funds and other monetary liabilities are considered to approximate
their respective carrying values due to their short-term nature.

Derivative financial instruments 
Derivative financial instruments mainly comprise forward foreign exchange contracts that allow the Bank to reduce its foreign exchange
risk. Accordingly, unrealised gains and losses on forward foreign exchange contracts are determined by comparing the spot rate on deal date
as adjusted for the forward premium/discount calculated on a pro-rata basis with the spot rate at the balance sheet date. Such gains and
losses are included in foreign exchange gains and losses in the income statement. 

The Bank�s criteria for a derivative instrument to be classified as a hedge is as follows:

- The transaction must be reasonably expected to match or eliminate a significant portion of the risk inherent in the position being hedged,
- There is adequate evidence of the intent to hedge at the outset of the transaction.

Offsetting
Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally enforceable right to set off
the recognised amounts and there is an intention to settle on a net basis, or realise the asset and settle the liability simultaneously.

Cash and cash equivalents
For the purpose of the statement of cash flows, the cash and cash equivalents comprise balances with less than 90 days� maturity from the
date of acquisition including cash and balances with central banks, amounts due from other banks and dealing securities (Note 3).

NOTE 3 - CASH AND BALANCES WITH CENTRAL BANKS

2000 1999
Cash in hand 1,009,003 780,910
Cheques received - 14,460
Interbank money market placements 1,717,785 -
Balances with the Central Bank of Germany 1,308,377 1,460,915
Balances with the Central Bank of Turkey 13,001,732 12,610,941

17,036,897 14,867,226

According to the regulations of the Central Bank of Turkey the Bank is required to maintain reserve deposits equivalent to a certain portion
of its customers deposits, other than interbank deposits, based on the type of deposit (foreign currency or Turkish lira), at different
percentages ranging from 6% to 11%. Accordingly, balances with the Central Bank of Turkey include mandatory reserve deposits of
TL6,245,353 million (1999: TL4,433,593 million). These funds are not available to finance the Bank's day to day operations.
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The Central Bank of Turkey requires that banks maintain minimum ratios of cash-on-hand, deposits with the Central Bank of Turkey and
government bonds in their portfolio against their liabilities. The Bank was in compliance with the following liquidity requirements at 31
December 2000:

Applicable for 2000 Applicable for 1999
Turkish lira deposits 4% government bonds 4% government bonds

2% cash 2% cash
2% deposits in call account 2% deposits in call account

Turkish lira liabilities 8% deposits in call account 8% deposits in call account
4% government bonds 4% government bonds
2% cash 2% cash

Foreign currency deposits 1% government bonds 1% government bonds
2% cash 2% cash

Foreign currency liabilities 11% deposits in call account 11% deposits in call account
1% government bonds 1% government bonds
2% cash 2% cash

Subsequent to the balance sheet date, the liquidity requirement for Turkish lira liabilities for government bonds has been decreased to 6%
from 8%.

All interbank money market deposits are denominated in Turkish Lira and related interest rates were between 125% and 128% per annum
during 2000 (1999: -).

According to the Central Bank regulations banks in Germany are required to deposit a certain proportion of their deposits including bank
deposits with the Central Bank, Since 1 January 1999, the Central Bank of Germany is part of the European Central Bank and the Bank
receives interest for the reserve deposits. In prior years reserve deposits in Germany did not bear any interest.

Cash and cash equivalents included in the statement of cash flows for the years ended 31 December are as follows: 

2000 1999
Cash in hand 1,009,003 780,910
Cheques received - 14,460
Interbank money market placements 1,717,785 -
Balances with the Central Bank of Turkey (excluding reserve deposits) 6,756,379 8,177,348
Current/demand accounts with other banks 1,514,332 1,208,715
Balances with the Central Bank of Germany 1,308,377 1,460,915
Placements with banks 38,374,552 93,523,232
Dealing securities 20,280,718 16,628,810

70,961,146 121,794,390

NOTE 4 - DUE FROM OTHER BANKS

2000 1999
Current/demand accounts with other banks:
Domestic banks 10,145 6,297
Foreign banks 1,504,187 1,202,418

1,514,332 1,208,715

Placements with domestic banks 28,608,449 38,504,188
Placements with foreign banks 9,766,103 55,019,044

38,374,552 93,523,232

39,888,884 94,731,947

Interest rates for placements with other banks ranged between 42% and 140% for local currency placements (1999: 30% and 130%) and
between 35% and 43% (1999: 8% and 12%) for foreign currency placements. 
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Included in placements with domestic banks at 31 December 1999 were securities pledged under agreements to resell (reverse repos) in the
amount of TL15,517,110 million. The interest rates on reverse repos ranged between 118% and 169% in 1999. There were no reverse repos
at 31 December 2000.

NOTE 5 - DEALING SECURITIES 

2000 1999
Cost Carrying value Cost Carrying value

Government bonds 15,359,445 14,964,290 13,136,884 15,010,336
Treasury bills 92,789 96,354 61,191 126,211
Eurobonds 2,137,787 2,157,570 - -
Common stocks 3,264,458 1,920,871 - -
Mutual funds 1,477,714 1,141,633 1,487,137 1,492,263

22,332,193 20,280,718 14,685,212 16,628,810

Government bonds and treasury bills are discount and coupon securities issued by the Republic of Turkey in Turkish lira.

Included in government bonds were securities pledged under to repurchase agreements with other banks whose carrying value at 31
December 2000 was TL11,557,454 million (1999: TL2,913,305 million).

Interest rates for government bonds and treasury bills vary between 51% and 64% in 2000 (1999: 42% and 84%). Interest rates for
Eurobonds vary between 9.25% and 12.35% in 2000 (1999: -).

The mutual funds are consisted of A type Oyak-fund participations. 

The net unrealised loss on dealing securities amounted to TL2,051,475 million at 31 December 2000 (1999: unrealized gain of TL1,943,598 million).

NOTE 6 - LOANS AND ADVANCES TO CUSTOMERS

2000 1999
Consumer loans 128,943,243 120,726,004
Corporate loans 108,709,170 130,323,796
Mortgage loans 16,799,613 22,678,430
Eximbank loans 2,845,251 5,553,057

257,297,277 279,281,287

Non-performing loans 16,995,762 18,666,930

Total gross loans and advances 274,293,039 297,948,217

Less: Specific provisions for loan losses (22,049,136) (12,212,617)
General provisions for loan losses (1,400,194) (1,329,853)

Net loans and advances to customers 250,843,709 284,405,747

Movement in provisions for loan impairment is as follows:

Specific provision General provision Total provision
Balance at 1 January 1999 7,711,112 2,291,998 10,003,110
Reclassification from general provision to specific provision 777,185 (777,185) -
Loan impairment expense during the year 4,982,452 48,542 5,030,994
Amounts written off (402,803) - (402,803)
Recoveries of amounts previously provided (34,180) - (34,180)
Monetary gain (821,149) (233,502) (1,054,651)

Balance at 31 December 1999 12,212,617 1,329,853 13,542,470

Loan impairment expense during the year 14,111,219 378,921 14,490,140
Amounts written off (1,491,051) - (1,491,051)
Recoveries of amounts previously provided (183,284) - (183,284)
Monetary gain (2,600,365) (308,580) (2,908,945)

Balance at 31 December 2000 22,049,136 1,400,194 23,449,330
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Economic sector risk concentrations for the performing loans were as follows:

31 December 2000
Cash Loans Non-Cash Loans Total

TL billion % TL billion % TL billion %
Consumer loans 128,943 50 - - 128,943 42
Finance 32,000 12 24,145 45 56,145 18
Mortgage loans 16,800 7 - - 16,800 5
Service 11,895 5 1,759 3 13,654 4
Textile 10,460 4 568 1 11,028 4
Automotive 925 - 9,893 18 10,818 3
Cement 6,715 3 1,904 4 8,619 3
Food 7,933 3 613 1 8,546 3
Residential house development 8,281 3 - - 8,281 3
Construction 5,460 2 - - 5,460 2
Glass 5,116 2 - - 5,116 2
Transportation 2,825 1 2,254 4 5,079 2
Ship building 4,700 2 - - 4,700 2
Electrical 4,368 2 99 - 4,467 1
Industrial production 1,431 1 2,221 4 3,652 1
Trading 515 - 3,015 6 3,530 1
Insurance 1,252 - - - 1,252 -
Chemical - - 927 2 927 -
Ceramics 357 - 443 1 800 -
Tourism - - 537 1 537 -
Petroleum products 1 - - - 1 -
Other 7,320 3 5,619 10 12,939 4

257,297 100 53,997 100 311,294 100

31 December 1999
Cash Loans Non - Cash Loans Total

TL billion % TL billion % TL billion %
Consumer loans 120,690 43 1,081 3 121,771 39
Mortgage loans 18,775 7 11,870 33 30,645 10
Finance 22,672 8 - - 22,672 7
Textile 13,534 5 606 2 14,140 4
Service 12,022 4 764 2 12,786 4
Food 12,478 4 - - 12,478 4
Residential house development 12,047 4 - - 12,047 4
Automotive 6,947 2 4,627 13 11,574 4
Industrial production 8,230 3 1,816 5 10,046 3
Electrical 9,071 3 880 2 9,951 3
Insurance 3,692 1 4,699 13 8,391 3
Trading 7,905 3 - - 7,905 3
Ceramics 5,992 2 283 1 6,275 2
Chemical 5,015 2 - - 5,015 2
Transportation 1,410 1 3,314 9 4,724 1
Glass 4,643 2 - - 4,643 1
Cement 4,314 2 - - 4,314 1
Carpet 3,424 1 - - 3,424 1
Petroleum products 1,990 1 813 2 2,803 1
Tourism 1,230 - 1,503 4 2,733 1
Ship building 679 1 1,994 6 2,673 1
Construction 1,079 - - - 1,079 -
Other 1,442 - 1,737 5 3,179 1

279,281 100 35,987 100 315,268 100

Interest rates vary between 6% and 32% (1999: 7% and 22%) per annum for foreign currency loans and between 24% and 180% (1999:
52% and 120%) per annum for Turkish lira loans. 

Loans and advances to customers are further analysed as a part of the balance sheet in the notes: Related party transactions (Note 20),
Currency risk (Note 21) and Liquidity risk (Note 22). 
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NOTE 7 - INVESTMENT SECURITIES 

2000 1999
Accrued Carrying Accrued Carrying

Cost Interest Value Cost Interest value
Government Bonds 8,804,780 493,514 9,298,294 598,182 536,491 1,134,673
Treasury Bills - - - 12,673 6,609 19,282

8,804,780 493,514 9,298,294 610,855 543,100 1,153,955

The fair values of the investment securities amount to TL8,782,171 million at 31 December 2000.

The interest rates of investment securities vary between 30% and 32% at 31 December 2000.

NOTE 8 - GOODWILL

2000 1999
Opening net book amount:
Oyak Anker Bank GmbH 1,083,215 2,166,431
VFG 55,336 110,671
Effect of difference between inflation and devaluation rates (7,759) -

1,130,792 2,277,102

Amortisation charge (1,130,792) (1,138,551)

- 1,138,551

Cost 5,692,755 5,692,755
Accumulated amortisation (5,692,755) (4,554,204)

- 1,138,551

The goodwill in Oyak Anker Bank GmbH relates to the balance arising at the date of acquisition and is expressed in Turkish lira in terms
of the purchasing power of TL at 31 December 2000 whereas the goodwill in VFG is the Turkish lira equivalent of the original DM balance
as at the year-end rate.

NOTE 9 - PROPERTY AND EQUIPMENT

Total
At 31 December 1999
Cost 22,024,976
Accumulated depreciation (12,222,784)

Net book amount 9,802,192

Year ended December 2000
Opening net book amount 9,802,192
Effect of difference between inflation and devaluation rates (584,050)
Additions 3,670,608
Disposals - net (87,803)
Depreciation charge (2,677,608)

Closing net book amount 10,123,339

At 31 December 2000
Cost 24,526,253
Accumulated depreciation (14,402,914)

Net book amount 10,123,339
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NOTE 10 - DUE TO OTHER BANKS

2000 1999
Foreign currency:
Domestic banks 7,241,400 3,383,850
Foreign banks - -

7,241,400 3,383,850

Turkish Lira:
Domestic banks 1,250,000 2,159,342

8,491,400 5,543,192

All of the amounts due to other banks are consisted of term deposits and interest rates on foreign currency deposits from other banks vary
between 24% and 30% for 2000 (1999: 8% and 11%). Interest rates on Turkish lira bank deposits ranged between 33% and 42% in 2000
(1999: 51% and 93%).

NOTE 11 - DEPOSITS 

2000 1999
Current/ Current/
Demand Term Total Demand Term Total

Saving and commercial (TL) 721,000 4,848,137 5,569,137 484,968 969,994 1,254,962
Saving and commercial 
(Foreign currency) 9,404,934 175,036,557 184,441,491 12,574,403 199,496,839 212,071,242

Securities sold under 
repurchase agreements - 12,276,166 12,276,166 - 4,792,714 4,792,714

10,125,934 192,160,860 202,286,794 13,059,371 205,259,547 218,118,918

Interest rates for deposits bear the following interest rates at 31 December 2000 and 1999:

Currency 2000 1999

US$ 8%-15% 9%-15%
DM 6%-12% 3%-13%
TL 30%-70% 58%-101%

NOTE 12 - OTHER BORROWED FUNDS

2000 1999
Original currency TL million Original currency TL million

Interbank
TL - - 7,537,360 7,537,360

Domestic banks 
TL 1,898,940 1,898,940 1,857,162 1,857,162

DM - - 18,275,975 1,198,949
US$ 1,035,000 693,968 1,840,000 1,323,757
EUR 406,778 252,344 1,625,999 1,173,189

2,845,252 5,553,057

Foreign banks
DM 15,572,716 4,939,293 2,131,500 786,327
US$ 39,196,150 26,281,052 109,532,709 78,801,452
EUR 17,250,000 10,700,986 23,570,000 17,006,205

41,921,331 96,593,984

Group company borrowings US$ 46,389,808 31,104,364 47,955,918 34,501,072

75,870,947 136,648,113
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Funds borrowed from foreign banks include a US$13.3 million (1999: US$26.6 million) of originally US$40 million long term syndicated
loan granted by IFC (International Finance Corporation). 

The funds borrowed from banks at 31 December 2000 and 1999 bear the following interest rates:

Currency 2000 1999
US$ 7%-29% 6%-15%
DM 5%-10% 3%-8%
EUR 7%-10% 5%-15%
TL - 51%-73%
TL (Eximbank) 6%-9% 49%-63%

NOTE 13 - ACCRUED INTEREST PAYABLE AND OTHER LIABILITIES

2000 1999
Interest expense accruals 4,978,533 5,146,055
Unearned revenues 1,725,730 -
Banking operations tax payable 1,073,570 236,952
Payment orders 85,050 137,875
Others 1,701,979 4,230,765

9,564,862 9,751,647

NOTE 14 - TAXATION

2000 1999
Current tax expense 645,567 3,003,963
Deferred tax income (4,935,143) (759,016)

Taxation (income)/expense (4,289,576) 2,244,947

Deferred tax liability 1,268,134 716,167
Deferred tax asset (6,041,488) (554,378)

Deferred taxes (asset)/liability, net (4,773,354) 161,789

Taxation for Turkey
Effective from 1 January 1999, corporation tax is payable at a rate of 33% on the total income of the Company after adjusting for certain
disallowable expenses, exempt income and investment and other allowances. No further tax is payable unless the profit is distributed. 

Income exempt from corporation tax (except dividend income received from Turkish Companies) is subject to withholding tax at the rate
of 16.5% regardless of whether the profits are distributed.

Dividends paid by the Company are subject to a withholding tax calculated on the gross dividend to be paid at the rate of 16.5% for private
companies and 5.5% for quoted companies. An increase in capital using distributable profit or by issuing bonus shares is not considered as
a profit distribution and thus there is no withholding tax.

Corporations are required to pay advance corporation tax quarterly at the rate of 25% on their corporate income. Advance tax is payable
by the 15th of the second month following each calendar quarter end. Advance tax paid by corporations is credited against the annual
corporation tax liability. The balance of the advance tax paid may be refunded or used to set off against other liabilities to the government.

Interest income on Turkish government bonds and treasury bills is subject to corporation tax.

Capital gains derived from the sale of investments in subsidiaries and immovable assets held for not less than two years are tax exempt if
such gains are added to paid in capital in the year in which they are sold.

Capital expenditures and projected capital expenditures for the following year are eligible for investment allowance incentives. Such
allowance is available to companies for specific capital investments and are deductible from taxable income prior to the calculation of the
corporate income tax. Investment allowance incentives utilised are subject to a withholding tax at the rate of 19.8% (1999: 16.5%).

Additional tax liabilities were imposed in order to compensate for the losses suffered due to earthquakes in the Marmara Region and vicinity
on 17 August 1999 and 12 November 1999. Accordingly, effective from 1 January 2000, treasury bills and bonds issued prior to 1 December
1999 and maturing after 1 January 2000 have been kept subject to interest tax. The tax rate schedule is based upon the number of days
between 1 December 1999 and the redemption date of the relevant security.
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For treasury bills or bonds issued at discount, the following schedule applies:

Days remaining until redemption (From 1 December 1999): Tax rate:
1-91 4%
92-183 9%
More than 183 14%

Additionally, two-year fixed interest rate bonds with quarterly coupon payments will be taxed at a 19% rate with three-year variable interest
rate bonds with quarterly coupon payments taxed at a 4% rate. At this time, no tax has been implemented on treasury securities issued on
or after 1 December 1999. Securities issued in foreign currency, such as Eurobonds, are not subject to this tax.

Under the Turkish taxation system, losses can be carried forward to offset against future taxable income for up to 5 years. Losses cannot
be carried back to offset profits from previous periods.

In Turkey, there is no procedure for a final and definitive agreement on tax assessments. Companies file their tax returns within four months
following the close of the accounting year to which they relate. Tax returns are open for 5 years from the beginning of the year that follows
the date of filing. During this time the tax authorities have the right to audit tax returns, and the related accounting records on which they
are based, and may issue re-assessments based on their findings. 

Taxation for Germany
Corporation tax rate for non-distributed income is reduced from 45% to 40% for financial years ending after 31 December 1998. Tax rate
for distributed income is 30%. Corporation tax rates for profits of German permanent establishments (branches) of foreign corporations is
reduced from 42% to 40% for financial years ending after 31 December 1998.

The loss carried forward for corporations is unrestricted as to time or source. The loss carried back amounts to a maximum of DM2 million
for one year, which will be reduced to DM1 million from 2001 onwards.

Taxation for Ireland
Oyak European Finance Plc. ("OEF") received the tax certificate of International Financial Service Centre ("IFSC") from the Irish Minister
for Finance which entitles OEF to have its trading profits taxed at 10%. This certificate will remain in force until 31 December 2005,
provided that OEF adheres to the conditions in the certificate. Any income of OEF which does not fall to be regarded as active will be taxed
at 25%. From 1 January 2006, trading income will be taxable at 12.5% and non-trading income at 25%.

Irish companies which pay dividends to non-Irish parent companies are obliged to pay withholding tax at the standard rate of income tax,
unless the parent company qualifies for exemption. The exemptions are confined to the companies which are resident either in an EU country
with which Ireland has concluded a tax treaty. As Turkey does not fulfil either of these requirements, OEF must withhold tax any dividend
payments to parent Bank. The rate of withholding tax is 22% in respect of dividends paid before 6 April 2001 and 20% on dividends paid
after that date.

Deferred taxes
Deferred taxes are calculated on all temporary differences under the liability method using principal tax rates of 33% for Oyak Bank A.Þ.,
Oyak Portföy Yönetimi A.Þ. and OB Menkul De¤erler A.Þ., 44% for Oyak Anker Bank GmbH, and 10% for Oyak European Finance Plc..

The movement on the deferred tax account is as follows:

2000 1999
At beginning of the year 161,789 920,805

Income statement credit (4,935,143) (759,016)

At the end of the year (4,773,354) 161,789

The deferred tax liability represents the tax effect of temporary differences arising due to the different treatment of certain items of income
and expenses included in the financial statements compared to the local tax return, in accordance with applicable tax law. 
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The temporary differences giving rise to the deferred tax assets and deferred tax liabilities are as follows:

Cumulative temporary differences Deferred tax assets/liabilities
2000 1999 2000 1999

Deferred tax asset
Loan loss provisions 9,785,468 1,548,815 3,229,205 511,108
Reserve for employment 

termination benefits 284,960 121,604 87,869 40,130
Expense accrual on common stocks 1,341,385 - 442,657 -
Carry forward losses 6,541,142 - 2,155,298 -
Lease obligation - 9,515 - 3,140
Capitalised interest expense 
on property and equipment - - - -

Expense accrual on derivatives 383,210 - 126,459 -

18,336,165 1,679,934 6,041,488 554,378

Deferred tax liability
Investment financing funds - 976,672 - 161,151
Restatement of property and equipment 4,277,927 1,030,644 1,016,751 340,113
Income accrual on marketable securities 528,914 1,014 174,541 334
Income accrual on derivatives - 55,382 - 18,277
Accelerated capital allowances 35,740 59,353 3,574 5,936
Capital software expense 366,341 317,998 73,268 190,356

5,208,922 2,441,063 1,268,134 716,167

Deferred tax asset/(liability), net 4,773,354 (161,789)

NOTE 15 - RESERVE FOR EMPLOYMENT TERMINATION BENEFITS

Under Turkish Labor Law, the Bank is required to pay termination benefits to each employee who has completed one year of service and
whose employment is terminated without due cause, who is called up for military service, who dies or who retires after completing 25 years
of service (20 years for women) and simultaneously according to new social security legislation, effective 8 September1999, who reaches the
required age to retire. The retirement age is defined as 58 for women and 60 for men and as a transitional approach, decreases according
to the cumulative working days earned until 8 September 1999. The amount payable consists of one month's salary limited to a maximum
of TL587,720,000 (1999: TL345,200,000) for each year of service.

The liability is not funded, as there is no funding requirement. 

The Bank during 1999 adopted IAS 19 (revised) "Employment Benefits". Accordingly, the reserve for employment termination benefits has
been calculated by estimating the present value of the future probable obligation of the Bank arising from the retirement of the employees.

IAS 19 (revised) requires actuarial valuation methods to be developed to estimate the enterprise's obligation under defined benefit plans.
Accordingly, the following actuarial assumptions were used in the calculation of the total liability as of 31 December 2000 for the parent
Bank and its financial subsidiaries operating in Turkey:

2000 1999
Discount rate (%) 7 7
Turnover rate to estimate the probability of retirement (%) 9 17

Additionally, the principal actuarial assumption is the maximum liability of TL457,941,500 for each year service would increase in line with
inflation. As the maximum liability is revised semi-annually the maximum amount of TL614,750,000 which is effective from 1 January 2000
has been taken into consideration in calculating the reserve for employment termination benefits of the parent Bank and its financial
subsidiaries operating in Turkey.

Total amount of reserve for employment termination benefits for the parent Bank and its financial subsidiaries amount to TL232,763 million
at 31 December 2000 (1999: TL124,448 million). The amount of the pension accruals for Oyak Anker Bank GmbH and Oyak European
Finance Plc. equals to TL429,203 million at 31 December 2000 (1999: TL457,445 million).
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Movements of the reserve for employment termination benefits during the year are as follows:

2000 1999
1 January 581,893 519,507
Paid during the year (141,243) (6,483)
Charge for the year 215,767 68,869
Monetary gain 5,549 -

31 December 661,966 581,893

NOTE 16 - MINORITY INTEREST

2000 1999
1 January 654,222 403,022
Increase in share capital - 220,996
Net income for the year 321,182 137,152
Dividend for 1999 (1998) - (52,528)
Effect of change in minority interest (9,784) (54,420)

31 December 965,620 654,222

NOTE 17 - SHARE CAPITAL

The Bank's share capital as at 31 December 2000 consists of 62,749,000 (1999: 21,116,000) fully paid shares with a par value of TL 1,000
each. TL 62,748,999,988 thousand of the Bank's share capital is held by Ordu Yard�mlaßma Kurumu (OYAK). 

Adjustment to share capital represents the restatement effect of cash contributions to share capital in year-end equivalent purchasing power. 

NOTE 18 - ACCUMULATED DEFICIT AND RESERVES

Retained earnings as per the statutory financial statements other than legal reserves are available for distribution, subject to the legal reserve
requirement referred to below.

Under the Turkish Commercial Code, the Bank is required to create the following legal reserves from appropriations of earnings, which are
available for distribution only in the event of liquidation or losses:

a) First legal reserve, appropriated at the rate of 5%, until the total reserve is equal to 20% of issued and fully paid share capital.

b) Second legal reserve, appropriated at the rate of at least 10% of distributions in excess of 5% of issued share capital, without limit. It
may be used to absorb losses.

Under the previous Banking Law the Bank was required to record a reserve for possible loan losses, appropriated at the rate of 5% from
profit after tax until the total reserve is equal to the paid-in capital. The new Banking Act has abolished this requirement and the balance
accumulated in statutory financial statements has been classified as legal reserves. 

At 31 December 2000 and 1999 reserves held by the Bank (the parent only) in the historical statutory financial statements as follows: 

2000 1999
Legal reserves 3,826,719 3,307,134
Unappropriated (loss)/profit (8,393,650) 10,247,322

According to Capital Market Board ("CMB") regulations, the Bank has the following two options: They may either distribute dividends in
cash or they may elect not to distribute any dividends at all. However, CMB may require the Bank to distribute dividends in cash. If the
Bank makes a decision to distribute any dividends, distribution should be made within five months following the year-end.

NOTE 19 - COMMITMENTS AND CONTINGENT LIABILITIES

In the normal course of banking activities, the Bank undertakes various commitments and incurs certain contingent liabilities that are not
presented in the accompanying financial statements, including letters of guarantee, acceptance credits, letters of credit and off-balance sheet
derivative instruments. The management does not expect any material losses as a result of these transactions. The following is a summary
of significant commitments and contingent liabilities at 31 December 2000 and 1999.

Credit related commitments
The primary purpose of these instruments is to ensure that funds are available to a customer as required. Guarantees and standby letters of
credit, which represent irrevocable assurances that the Bank will make payments in the event that a customer cannot meet its obligations to
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third parties, carry the same credit risk as loans. Documentary and commercial letters of credit, which are written undertakings by the Bank
on behalf of a customer authorising a third party to draw drafts on the Bank up to a stipulated amount under specific terms and conditions,
are collateralised by the underlying shipments of goods to which they relate and therefore have significantly less risk. Cash requirements
under guarantees and standby letters of credit are considerably less than the amount of the commitment because the Bank does not generally
expect the third party to draw funds under the agreement.

The total outstanding contractual amount of commitments to extend credit does not necessarily represent future cash requirements, since
many of these commitments will expire or terminate without being funded.

The following table shows the outstanding credit related commitments of the Bank at 31 December:

2000 1999
Letters of guarantee
issued by the Bank 19,337,997 15,748,954
Acceptance credits 633,651 1,729,742
Letter of credits 19,486,611 16,894,584
Other commitment and contingencies 14,538,652 1,613,741

53,996,911 35,987,021

Commitments under derivative instruments
The breakdown of forward and spot currency purchase/sale transactions at 31 December is as follows:

Notional 2000 Notional 1999
amounts TL million amounts TL million

Forward currency purchases US$ 18,317,887 12,282,143 9,138,512 6,574,547
GBP 2,550,000 2,523,970 - -
DM - - 10,657,973 3,931,804
EUR 4,934,051 3,060,824 6,565,951 4,736,016

17,866,937 15,242,367

Forward currency sales US$ 4,371,505 2,931,094 14,448,725 10,394,890
DM 1,995,361 632,885 -
EUR 14,775,124 9,165,704 6,886,262 4,968,569

TL 5,409,950 5,409,950

18,139,633 15,363,459

Spot currency purchase DM 250,000 79,295 - -
EUR 750,000 465,260 - -

544,555 -

Spot currency sales US$ 690,650 463,080 - -
EUR 127,823 79,295 - -

542,375

Currency swap sales and purchases at 31 December 2000 in terms of foreign currencies amount as follows:

Currency swap purchases Currency swap sales

EUR 4,934,051 US$ 4,371,301
GBP 2,550,000 EUR 4,145,124
US$ 9,868,550 EUR 10,630,000
US$ 949,307 DM 1,995,361
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NOTE 20 - RELATED PARTY BALANCES

A number of banking transactions were entered into with related parties in the normal course of business. These include cash and non-cash
loans, deposits and foreign currency transactions. These transactions were carried out on commercial terms and conditions and at market
rates. Outstanding year end balances are as follows:

2000 1999
Loans 2,350,165 13,667,751
Accrued interest receivable and other assets 47,433 335,817
Customer deposits 12,274,072 14,571,656
Other borrowed funds 31,104,364 34,501,072
Accrued interest payable and other liabilities 347,601 816,316
Dividends paid - 14,559,869
Commitment and contingencies 13,995,179 13,086,935

NOTE 21 - CURRENCY RISK

Assets and liabilities denominated in foreign currency at 31 December are stated in terms of TL billion as follows:

31 December 2000 TL US$ DM EUR Other Total
Cash and balances with Central
Banks 2,085 12,252 1,603 913 184 17,037
Due from other banks 19,741 9,105 9,262 805 976 39,889
Dealing securities 18,123 2,131 - 27 - 20,281
Loans and advances to customers 30,797 57,657 144,798 17,251 341 250,844
Investment securities 9,298 - - - - 9,298
Accrued interest receivable and

other assets 5,326 1,680 961 91 499 8,557
Investments - - 8 - - 8
Goodwill - - - - - -
Property and equipment 6,656 63 3,404 - - 10,123
Deferred tax asset 5,932 - 109 - - 6,041

Total assets 97,958 82,888 160,145 19,087 2,000 362,078

Due to other banks 1,250 7,241 - - - 8,491
Deposits 17,847 40,697 140,285 429 3,029 202,287
Interbank money market deposits - - - - - -
Debt securities in issue - 2,844 - - 96 2,940
Other borrowed funds 1,899 43,780 4,935 25,257 - 75,871
Accrued interest payable
and other liabilities 4,480 1,672 2,784 212 417 9,565

Income taxes payable 604 77 4 - - 685
Reserve for employment
termination benefits 233 - 429 - - 662

Deferred tax liability 1,182 4 82 - - 1,268
Subordinated loans - - 2,056 - - 2,056

Total liabilities 27,495 96,315 150,575 25,898 3,542 303,825

Minority interest 966 - - - - 966

Net balance sheet position 69,497 (13,427) 9,570 (6,811) (1,542) 57,287

Off-balance sheet derivative 
instruments net position (5,410) 8,888 (554) (5,719) 2,524 (271)
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31 December 1999 TL Other Total
Cash and balances with Central Banks 538 14,329 14,867
Due from other banks 42,276 52,456 94,732
Dealing securities 16,629 - 16,629
Loans and advances to customers 17,211 267,195 284,406
Investment securities 1,154 - 1,154
Accrued interest receivable and other assets 5,688 3,801 9,489
Investments - - -
Goodwill 1,139 - 1,139
Property and equipment 5,602 4,200 9,802
Deferred tax asset 554 - 554

Total assets 90,791 341,981 432,772

Due to other banks 2,159 3,384 5,543
Deposits 6,048 212,071 218,119
Interbank money market deposits - 7,537 7,537
Debt securities in issued - 6,084 6,084
Other borrowed funds 11,946 124,702 136,648
Accrued interest payable and other liabilities 2,100 7,652 9,752
Income taxes payable 976 265 1,241
Reserve for employment termination benefits 125 457 582
Deferred tax liability 520 196 716
Subordinated loans - 2,434 2,434

Total liabilities 23,874 364,782 388,656

Minority interest 654 - 654

Net balance sheet position 66,263 22,801 43,462

Off-balance sheet derivative instruments net position - (122) (122)

At 31 December 2000 assets and liabilities denominated in foreign currency were translated into Turkish lira using a foreign exchange rate
of TL670,500 = US$1 (1999:TL542,150 US$1), TL317,178 = DM1 (1999: TL278,001 = DM1) and TL620,347 = EUR1 (1999: TL543,722
= EUR1). 

OYAK BANK A.Þ.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS AT 31 DECEMBER 2000
(Amounts expressed in millions of Turkish lira (TL) in terms of the purchasing power of TL at 31 December 2000)

page  50



page  51

Oyak Bank 2000 Aud�tor�s Report

NOTE 22 - LIQUIDITY RISK

The Bank's policy on liquidity is to maintain sufficient liquid resources to meet its obligations as they fall due. The amount of assets and
liabilities at 31 December analysed over the remaining period to the contractual maturity date in terms of TL billion is as follows:

Demand and
31 December 2000 up to 3 months 3 to 12 month Over 1 year No maturity Total
Cash and balances with Central
Banks 10,647 145 - 6,245 17,037
Due from other banks 31,106 8,783 - - 39,889
Dealing securities 4,678 6,954 8,649 - 20,281
Loans and advances to customers 47,068 70,003 131,951 1,822 250,844
Investment securities - 2,385 6,913 - 9,298
Accrued interest receivable and 
other assets 4,195 2,263 1,126 973 8,557

Investments - - - 8 8
Goodwill on investments - - - - -
Property and equipment - - - 10,123 10,123
Deferred tax asset - - 6,041 - 6,041

Total assets 97,694 90,533 154,680 19,171 362,078

Due to other banks 8,160 331 - - 8,491
Deposits 101,242 41,541 57,112 2,392 202,287
Interbank money market deposits - - - - -
Debt securities in issue - 2,658 282 - 2,940
Other borrowed funds 5,688 60,085 10,098 - 75,871
Accrued interest payable  and 
other liabilities 7,023 1,007 146 1,389 9,565

Income taxes payable 608 77 - - 685
Reserve for employment 
termination benefits - - - 662 662

Deferred tax liability - - 1,268 - 1,268
Subordinated loans - 2,056 - - 2,056

Total liabilities 122,721 107,755 68,906 4,443 303,825

Minority interest - - - 966 966

Net liquidity gap (25,027) (17,222) 85,774 13,762 57,287
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Demand and
31 December 1999 up to 3 months 3 to 12 month Over 1 year No maturity Total
Cash and balances with Central
Banks 10,433 - - 4,434 14,867
Due from other banks 94,732 - - - 94,732
Dealing securities 10,284 6,345 - - 16,629
Loans and advances to customers 149,301 110,220 24,885 - 284,406
Investment securities - 1,154 - - 1,154
Accrued interest receivable and 

other assets - - - 9,489 9,489
Investments - - - - -
Goodwill - - - 1,139 1,139
Property and equipment - - - 9,802 9,802
Deferred tax asset - - - 554 554

Total assets 264,750 117,719 24,885 25,418 432,772

Due to other banks 5,543 - - - 5,543
Deposits 143,683 58,085 16,351 - 218,119
Interbank money market deposits 7,537 - - - 7,537
Debt securities in issue 5,725 359 - - 6,084
Other borrowed funds 108,070 28,578 - - 136,648
Accrued interest payable and 

other liabilities - - - 9,752 9,752
Income taxes payable - - - 1,241 1,241
Reserve for employment 

termination benefits - - - 582 582
Deferred tax liability - - - 716 716
Subordinated loans 2,434 - - - 2,434

Total liabilities 272,992 87,022 16,351 12,291 388,656

Minority interest - - - 654 654

Net liquidity gap (8,242) 30,697 8,534 12,473 43,462

NOTE 23 - MUTUAL FUNDS

At 31 December 2000, the Bank managed three open-ended mutual funds (Funds) which were established under the Capital Market Board
Regulations. At 31 December 2000, the Funds' investment portfolios include equity stocks, government bonds and treasury bills of
TL17,932,787 million (1999: TL16,650,976 million). In accordance with the Funds' statute, the Bank purchases and sells marketable
securities for the Funds, markets their participation certificates and provides other services for management fees of 0.00075%. In 2000, the
Bank earned a management fee of TL1,466,955 million (1999: TL2,699,776 million).

NOTE 24 - SUBSEQUENT EVENTS

On 22 February 2001, due to the turmoil in the Turkish financial sector the Turkish government concluded that the managed exchange rate
was no longer sustainable. The crawling-peg system, which had limited the depreciation of the local currency, was then abandoned in favour
of a free-floating exchange rate. The Turkish lira has depreciated in excess of 35% when compared to the exchange rates prevailing at 31
December 2000 and the prevailing interest rates are significantly high at the date of these financial statements. There is uncertainty as to the
effects of the ongoing volatility in the financial markets on the financial condition of the Bank and its future operations and cash flows at
present.
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