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THE MIDCAP BANKS 

DISBANK  Market Outperformer 
One of our favorite stocks with fine ROE, high asset quality and robust liquidity. Disbank 
has a huge US$164mn free capital, which is the second highest figure following Akbank. 
Through its cash capital base corresponding to 6.3% of the assets, the Bank has the chance to 
enhance its profitability and growth prospects. We expect the profit accumulation to further 
solidify capital adequacy in the following periods. We believe that Disbank is being over-
punished by the market due to its misinterpreted related party exposure. Consequently we 
expect its market capitalization to climb up to the level it deserves gradually but surely. 
‘Market Outperformer’ maintained.

FINANSBANK  Market Outperformer 
Finansbank has always been focusing on core banking activities. However, the lending 
business that has a 100% gross risk weighting had pulled down the capital adequacy ratio 
(CAR) down to legally allowed minimum level of 8% at the end of 1Q03. Therefore, despite 
the attractive valuation, we refrained from posting a cheerful rating for the Bank, then. 
Thanks to bond yield slide experienced in the second quarter of 2003, Finansbank’s rising 
capital base carried the CAR up to more than 12% in midyear. The continuing slide in bond 
yields is expected to carry on supporting the bottomline and solidify the capital base in the 
following periods as well. Taking into consideration the Bank’s fine profitability indicators, 
strengthened capital adequacy and the large upside to our fair value target, we reiterate our 
‘Market Outperformer’ rating.

TEB  Market Performer 
TEB has a well-deserved solid reputation as the most prudent domestic bank. Each and 
every aspect of the financial indicators support that view. Liquidity is incomparably higher 
than the peers, the Bank ranks in the top-two in asset quality and the capital adequacy ratio 
(CAR) is at comfortable levels. Despite the hefty upside potential we maintain our ‘Market 
Performer’ rating for TEB mainly taking into consideration its current overly cautious stance 
in a growing economy. However it is worth noting that we would upgrade our rating on the 
Bank if it takes solid steps towards switching from liquid items to higher interest earning 
assets.

Turkish Banking Sector
Analysis of the Medium Sized Banks             
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THE MIDCAP BANKS 

Investment Theme 
Following banks led ISE rally that started on September 9, 2003, there were not 
many undervalued stocks left especially among big caps to invest in. While we 
raised our valuations thanks to the slide in Eurobond yields, our target value for 
the ISE-100 index became USc1.21, indicating an 18% upside from its current 
level.  While the upside of the large banks’ is very close to that of the index, the 
midcap banks, namely Disbank, Finansbank and TEB, are amongst those that 
offer the highest upside potentials throughout the companies in our coverage 
universe.  

Since the 100% blanket guarantee will be limited to TL50bn TL (€25,000) starting 
from July 2004, there might be some worries in the market that the flight to 
quality would cause the deposits to leave the small banks. However, we do not 
see the subject as an issue at all. Each of the three banks has satisfactory 
reputation in the eyes of the community. When we compare the inflation 
adjusted aggregate deposits of the big four and the midcap banks since 1994, the 
28% deposit CAGR of the small banks significantly surpass the 15% growth of 
rate of the large ones (the CAGRs for the last five-year period is also identical to 
these figures). Also taking into consideration that the majority of the deposits 
remain below the guaranteed ceiling, we feel contented about the so-called 
setback.

CAMEL Performance Analysis
DISBA FINBN TEBNK

Capital Adequacy 15.8% 12.2% 15.0%
Free Capital/Assets 6.3% 2.7% 4.9%
NPL Ratio 6.3% 7.4% 2.2%
Cost/Income 56% 59% 50%
ROE 14% 17% 11%
Maturity Gap (months)1 2.9 7.9 -0.4
Core Liquidity 13% 6% 42%
Source: BRSA Financials, Ak Securities Estimates

The midcap banks are adequately capitalized. The CARs in which the market 
risks are incorporated, are meaningfully higher than the legally allowed 
minimum level of 8%. Finansbank that worried us in that respect at the end of 
the first quarter managed to fuel up its CAR above 12% at the end of 1H03. Free 
capitals are in the positive territory. Non-of the big-four banks except Akbank 
has free capital. Free capital supports interest margins and consequently lifts 
operational profitability.  

The asset qualities are higher than that of the commercial banks’. The NPL ratio 
of the private commercial banks was 15% at the end of June 2003 (12% in October 
2003), whereas the most aggressive lender Finansbank has a 1H03 NPL ratio of 
7%. Due to the huge 35% NPL ratio of the commercial state banks, the NPL ratio 
of the whole sector was 17% at the end of the first half.  

1 Ak Securities estimates, 2002 BRSA financials. 
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Cost management is one of the leading priorities of the medium sized banks and 
they are definitely getting somewhere in relative terms. The cost to income ratios 
that range from 50% to 59% are lower than that of large cap banks such as 
Garanti, Isbank and Yapi (Average cost to income ratio of them is 80%).  

Liquidity is not a big deal for Disbank and especially for TEB. Although core 
liquidity ratio of Finansbank is the lowest in the peer group, the Central Bank’s 
declaration to provide liquidity to banks in return for G-bonds during a major 
crisis eases our worries to a great extent. The relatively high 8-month maturity 
mismatch of Finansbank stems from two different asset items. The two month 
maturity of the liabilities is identical with the peers. The first asset with higher 
maturity is the project finance lending. Emphasizing on core banking activities, 
Finansbank dedicated itself especially to long term lending. The long term (up to 
3-5 years) lending strategy of the bank started during crisis. While  no bank was 
fond of granting loans to SMEs in 2001, Finansbank distributed loans with 
earning annual interest rates of around 12%. Although that strategy deteriorated 
the maturity match, it helped the Bank to boost profits. Currently, more than 40% 
of Finansbank’s loans have maturity exceeding one year.  

Another item that contributes to Finansbank’s maturity mismatch is the FX 
indexed G-Bonds received during the internal debt swap. The Bank has around 
US$400mn worth (11% of the assets) of those long-term bonds, while TEB and 
Disbank does not have any. Under such a positive economic environment with 
interest rates declining gradually, the maturity mismatch of the Bank is very 
advantageous for the financials and consequently for the stock performance.  

Fine profit figures to continue. All the midcap banks have sustainable ROEs 
exceeding their cost of equity figures, which means that they must be trading 
with market capitalizations higher than their shareholders’ equities. It is quite 
clear that all the three are undervalued. 

Banks in Brief 

DISBANK 
Doing Just Fine 
Disbank is a brilliant Bank with fine ROE, high asset quality and robust liquidity. 
Disbank has a huge US$164mn free capital (US$300mn IAS), which is the second 
highest figure following Akbank. Through its cash capital base corresponding to 
6.3% of the assets, the Bank has the chance to enhance its profitability and 
growth prospects. We expect the profit accumulation to further solidify capital 
adequacy in the following periods. We believe that Disbank is being over-
punished by the market due to its misinterpreted related party exposure. 
Consequently we expect its market capitalization to climb up to the level it 
deserves gradually but surely. ‘Market Outperformer’ maintained.        

FINANSBANK
Our Top-Pick in a Growing Economy 
Finansbank has always been focusing on core banking activities. However, the 
lending business that has a 100% gross risk weighting had pulled down the 
capital adequacy ratio (CAR) down to legally allowed minimum level of 8% at 
the end of 1Q03. Therefore, despite the attractive valuation, we refrained from 
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posting a cheerful rating for the Bank, then. Thanks to bond yield slide 
experienced in the second quarter of 2003, Finansbank’s rising capital base 
carried the CAR up to more than 12% in midyear. The continuing slide in bond 
yields is expected to carry on supporting the bottomline and solidify the capital 
base in the following periods as well. Taking into consideration the Bank’s fine 
profitability indicators, strengthened capital adequacy and the large upside to 
our fair value target, we reiterate our ‘Market Outperformer’ rating. 

TEB
Definitely a Value Play, but Unlikely to Beat the Index with the Current Macro 
Outlook
TEB has a well-deserved solid reputation as the most prudent domestic bank. 
Each and every aspect of the financial indicators support that view. Liquidity is 
incomparably higher than the peers, the Bank ranks in the top-two in asset 
quality and the capital adequacy ratio (CAR) is at comfortable levels. Despite the 
hefty upside potential we maintain our ‘Market Performer’ rating for TEB mainly 
taking into consideration its current overly cautious stance in a growing 
economy. However it is worth noting that we would upgrade our rating on the 
Bank if it takes solid steps towards switching from liquid items to higher interest 
earning assets.  

TEB has a well-deserved 
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• Disbank’s net related party exposure as percentage 
of shareholders’ equity slipped down to its lowest 
level of 15.8% at the end of 1H03.  

• The net related party exposure even becomes 
negative if we are to take into consideration the 
non-collateralized Dogan Group deposits. Negative 
related party exposure indicates that rather than 
sucking the Bank’s funds, the group is supplying 
quasi-capital financing to Disbank.     

• After touching its historic low of 11% at the end of 
2002, the capital adequacy ratio (CAR) of the Bank 
climbed up to 16% at the end of June 2003, which is 
one of the highest levels it has ever achieved. 

• From 1999 to 1H03, the loan book of the Bank 
leaped fivefold to US$929mn, whereas the share of 
loans in total assets rose to 36% from 11% during 
the same period. 

• Another strong point about the Bank’s presence in 
lending business is its success in credit card 
business on the back of the ‘Ideal’ card scheme. 
About 13% of the loans are on credit cards, which is 
the third highest proportion throughout the banks 
in our coverage following Garanti and Yapi Kredi. 

• Disbank has the widest POS network following the 
big four banks and even higher than the total of 
state banks’. Operating through 39,000 terminals, 
the Bank has a POS market share of 7%, which is 
the same as its market share in monthly acquiring 
volume.

• Throughout the banks in our coverage, Disbank 
realized the highest percentage increase of a real 
122% in net fee and commission income in 1H03 
compared to the same period of last year. 

• Since 1999, the market share of the Bank in loans 
surged from 0.6% to 3.4%, whereas the market 
share of securities slipped from 2.7% to 1.3%. 

• Taking into consideration the Bank’s strong 
balance sheet, high profitability and the 49% 
upside potential to our fair value target, we 
reiterate our ‘Market Outperformer’ rating.   

Price (TL / US¢) 1,260/ 0.09

Price Range (1 Year, TL/US¢)  593/ 0.03 - 1,100/ 0.09 

Number of Shares (mn)  271,600 

Market Cap. (US$mn) 231 

Free Float 34% 

Daily Vol. (3 Month, US$mn) 0.4 

     

PERFORMANCE 1 Week 1 Month 3 Month 1 Year 

US$ 20.0% 35.8% 59.3% 117.9% 

Index Relative 13.2% 23.6% 11.1% 26.1% 

SUMMARY FORECASTS  
(Inf. Adj. Unconsolidated BRSA, US$mn) & VALUATION 

 2002A 2003F 2004F 

Assets  3,054 3,200 3,938 

Sh. Equity  446 512 584 

Net Profit  64.2 66.8 72.2 

ROE  14% 13% 12% 

P/B  0.57 0.38 0.34 

P/E  3.9 2.9 2.7 

SHAREHOLDING STRUCTURE 

Dogan Group 49.46% 

Disbank Pension Fund 16.54% 

Float 34.00% 

DISBANK              Market Outperformer
Banking Sector                                     DISBA.IS 
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a. DISBANK 

Disbank’s net related party exposure as percentage of shareholders’ equity 
slipped down to its lowest level of 15.8% at the end of 1H03. The net related 
party exposure even becomes negative if we are to take into consideration the 
non-collateralized Dogan Group deposits. Negative related party exposure 
indicates that rather than sucking the Bank’s funds, the group is supplying quasi-
capital financing to Disbank.     

Since the market deeply discounts the value of the Bank due to its low daily 
trading volume coupled with its so-called group exposure, Disbank trades with a 
substantial upside to our fair value target. The Bank is the second highest in our 
peer group universe in terms of ‘gross cash loans and other cash receivables from 
related parties to capital base ratio’ following Yapi Kredi Bank. However, when 
we deduct the related party deposits held as collaterals, the group exposure 
slides down to much reasonable levels.  

Related Party Exposure of Disbank 
 US$mn 31-Dec-01 29-Mar-02 28-Jun-02 27-Sep-02 26-Dec-02 31-Mar-03 30-Jun-03
a. Cash  109.4 128.5 137.9 317.2 355.4 266.9 247.5
b. Non-cash  44.2 43.8 42.9 36.6 15.6 37.4 27.2
c. Total related party exposure (a+b) 153.6 172.3 180.8 353.8 371.1 304.4 274.7
d. Dogan Group deposits held as collateral 120.8 111.4 111.3 268.3 278.1 248.7 200.0
e. Net exposure (c-d) 32.8 60.9 69.5 85.5 93.0 55.7 74.7
f. Shareholders' Equity 251.8 315.1 286.6 301.0 346.9 352.1 473.8
g. Net Related Party Exposure/SE (e/f) 18.7% 32.9% 47.3% 51.2% 50.5% 36.3% 15.8%

Source: Company Data 

The Banks are obliged to pull down the related party loans to capital base ratio to 
25% by 2007 gradually from 75% in 2000. The upper limit, which stood at 65% in 
2002, is now 55%. As the Bank’s group loan exposure is below the legally 
permitted upper bound, it has a wide space to provide fresh loans to related 
companies. In the calculation of legal limits, related party deposits received as 
collateral are deducted from the group loans to attain the ratio subject to legal 
limitations.  

Effects of Non-Collateralised Deposits in Related Party Exposure Calculations 
  31-Dec-01 29-Mar-02 28-Jun-02 27-Sep-02 26-Dec-02 31-Mar-03 30-Jun-03
Non-Collateralized Dogan Group Deposits 125.9 168.0 188.9 157.3 186.3 64.2 126.7
Adjusted Net Related Party Exposure -93.1 -107.1 -119.4 -71.8 -93.3 -8.5 -52.0

Source: Company Data, Ak Securities 

Since we are relieved about the related party-lending setback, there remains 
practically no company-only downbeat point. Disbank is a brilliant Bank with its 
fine ROE, high asset quality and robust liquidity. We expect the profit 
accumulation to further solidify capital adequacy in the following periods. We 
believe that Disbank is being over-punished by the market due to its 
misinterpreted related party exposure. Consequently we expect its market 
capitalization to climb up to the level it deserves gradually but surely.        

Related party exposure as 
percentage of shareholders’
equity slipped down to its 
all time low.

In the calculation of legal 
limits, related party 
deposits received as 
collateral are deducted 
from the group loans to 
attain the ratio subject to 
legal limitations.
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Capital Adequacy Around Its All-Time Highs 
After touching its historic low of 11% at the end of 2002, the capital adequacy 
ratio (CAR) of the Bank climbed up to 16% at the end of June 2003, which is one 
of the highest levels it has ever achieved. Although the risk weighted assets 
remained stable, the capital base appreciated by 48% in US$ terms fueled by the 
sliding bond yields backed strong profitability in the second quarter. We expect 
the Bank to keep on strengthening its capital base fueled by the continuing rise in 
profitability.  

Disbank has a significant free capital of US$164mn (US$300mn IAS), which is the 
second highest figure following Akbank. Through its cash capital base 
corresponding to 6.3% of the assets, the Bank has the chance to enhance its 
profitability and growth prospects. That size of a free capital means that Disbank 
is able to allocate one third of its shareholders’ equity into interest earning assets 
to generate relatively higher margins. The Bank prefers loans to any other 
instrument in making its asset allocation decision.   

Capital Base/Risk Weighted Assets  
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12%
14%
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Source: Bank-only Turkish GAAP financials. Inflation adjusted starting from 2001.  

Figures before 2001 are Ak Securities Estimates

Increased Emphasis on Core Business 
From 1999 to 1H03, the loan book of the Bank leaped fivefold to US$929mn, 
whereas the share of loans in total assets rose to 36% from 11% during the same 
period. This rising emphasis on loans removed away a large part of the Bank’s 
core liquid assets.  

Although the share of liquid assets in the balance sheet slumped from more than 
30% levels down to 13% in the same period, the liquidity ratio is still the second 
highest after TEB in the banking sector. Disbank is able to meet a huge 23% of its 
deposits in case of an outflow (including interbank fund outflow) via its core 
liquid assets.  

We perceive that switch from less profitable liquid assets to securities and loans 
that offer higher spreads as a very positive development for the Bank’s potential 
profitability. It is also worth noting that the Bank is very active in export 
financing as its name indicates (Disbank’s full name ‘Turk Dis Ticaret Bankasi’ 
stands for Turkish External Trade Bank). Export loans share in the Bank’s total 
lending is a huge 34%, which is significantly higher than the 7.5% average export 
finance loans of the banks in our coverage. Only TEB beats Disbank in terms of 
export financing.  

The capital adequacy ratio 
climbed up to 16% at the 
end of June 2003

The US$164mn free capital 
is the second highest figure 
following Akbank

This rising emphasis on 
loans removed away a 
large part of the Bank’s 
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Another strong point about the Bank’s presence in lending business is its success 
in credit card business on the back of the ‘Ideal’ card scheme. About 13% of the 
loans are on credit cards, which is the third highest proportion throughout the 
banks in our coverage following Garanti and Yapi Kredi. As we have mentioned 
in our extensive sector report ‘A Glimpse Through The Parting Clouds’1, credit 
card loans earn up to an incredible 100% real annual interest. It is worth noting 
that the credit cards have an NPL ratio of a mere 5% compared to the aggregate 
private commercial bank’s NPL ratio of 14%. Therefore increased emphasis on 
credit cards also enhances the asset quality.  

Besides the interest received on credit card loans an additional source of income 
is the fee and commission income, majority of which stems from the acquiring 
side of the card business. Disbank has the widest POS network following the big 
four banks and even higher than the total of state banks’. Operating through 
39,000 terminals, the Bank has a POS market share of 7%, which is the same as its 
market share in monthly acquiring volume. Its closest peer Finansbank’s market 
share in the number of POS terminals and acquiring volume is just 3%.  

Throughout the banks in our coverage, Disbank realized the highest percentage 
increase of a real 122% in net fee and commission income in 1H03 compared to 
the same period of last year. As the economy recovers and the real rates continue 
to come down, alternative income sources will become much crucial for the 
sustainable profitability generation of the banks. That is why the banks are 
struggling fiercely to grab market share especially in fee generating credit card 
acquiring business.   

Fee & Commission Income 

Source: Bank financials, Ak Securities 

The Bank started to increase its fee revenues very rapidly after the launch of new 
card program ‘Ideal’ in October 2001. The Fee Income/IEA ratio rose from 0.27% 
to 1.1% from 2001 until the end of 1H03, whereas net fee income’s contribution to 
pre-tax profit surged from 4.5% to 44% in the same period. We perceive the 1Q03 
overshoot of Net Fee Income/Pre-Tax Profit ratio as a data-bug stemming from 
the adverse economic conditions backed low profitability in that quarter.  

1 Published in June 2003 
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Disbank’s market share in credit card spending volume in 2Q03 is 2.4%, which is 
below its presence in acquiring business by far. Due to the fierce marketing 
efforts of the peers in this segment, we do not expect to see a significant upside in 
that figure through organic means. However, we may well witness a market 
share growth in this profitable division of retail banking via acquisitions. With 
about 600,000 credit cards (30% lower than that of Finansbank’s), Disbank has a 
3.5% market share.  

Asset Allocation Moves in Favor of Securities  
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Since 1999, the market share of the Bank in loans surged from 0.6% to 3.4%, 
whereas the market share of securities slipped from 2.7% to 1.3%. Increased 
amount of relatively higher yield interest earning assets consequently increased 
the Bank’s interest margins. The net interest margin of the Bank rose gradually 
from 3.4% to 7.4% from 2001 to 1H03. The Bank states that this rise in the lending 
side stems from the loan campaigns for the SMEs. We expect the rise of the loan 
market share to persist at a slowing pace for the following years reaching 5% by 
the end of 2013.

Market Share of Disbank in Major BS Items (in Comm. Banks) 
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The rise of the Bank’s deposits is also remarkable. Disbank has both increased the 
share of deposits in balance sheet and its market share in deposits amongst the 
commercial banks especially in the last four years. Its market share in aggregate 

We may witness a market 
share growth in credit card 
issuing business via 
inorganic means

Since 1999, the market 
share of the Bank in loans 
surged from 0.6% to 3.4%
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commercial bank deposits rose to 1.6% from 0.7% in 1999. But the most striking 
point is that a significant 23% of its deposits are demand deposits, for which the 
Bank almost pays no interest. The relatively large demand deposit base is 
another reason behind the robust profitability figures of the Bank. 

Asset Quality Better Than Peers
Not quite parallel with the rest of the banks, Disbank’s NPL ratio did not leap 
significantly subsequent to the three-stage audit process, effects of which were 
observed in the 2001 year-end financials. While many of the banks in our 
coverage had their NPL ratios jump more than twofold as of the end of 4Q01 
QoQ, Disbank’s ratio of problematic receivables to loans climbed slightly from 
5.4% to 7%. We really like Disbank’s transparent problematic loan accounting 
policy in that respect. The improvement of asset quality set off in 2002. The ratio 
of loans under follow-up to total lending dropped to 6% at the end of 1H03 on 
the back of soaring loan book rather than the collection of problematic 
receivables. Even though Disbank’s gross receivables under follow-up 
appreciated by 114% in US$ terms since 2001, 142% rise in lending portfolio 
pulled down the NPL ratio. It is worth mentioning that the majority of the 
problematic loans are collateralized.  

Another asset quality indicator is the special provisions set aside for the 
questionable receivables. Disbank that covers 78% of the NPLs is the second most 
conservative bank in that respect, following Akbank that historically sets aside 
full coverage for problematic loans. The huge 134% interest earning assets to 
interest bearing liabilities ratio (assuming that demand deposits are not interest 
bearing) also shows the high core asset quality. 

Asset Quality Indicators Better Than The Peers  
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follow-up to total lending 
dropped to 6% at the end 
of 1H03

Disbank that covers 78% 
of the NPLs is the second 
most conservative bank
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Valuation

Our major tool in bank valuation is the core business Price/Book multiple, both 
the nominator and the projected denominator of which is adjusted for 
participations. Rather than simply adding up the hidden value of the affiliates on 
top of the consolidated book value projections, we have preferred to eliminate 
the book values of the participations from the bank-only shareholders’ equity, 
and subtract their fair values from the Bank’s current market capitalization so as 
to end up with a core business P/B multiple. Here we consider it advantageous to 
work through the unconsolidated financials for the sake of the analysis.  

Rather than putting the Bank’s multiple side by side with the peer group 
average, we have chosen to weigh it against [(ROE-g)/(k-g)] as a benchmark. We 
have derived the core business ROE through dividend-deducted projected net 
income and average book value adjusted for affiliates. For the cost-of-capital 
calculations we have used CAPM, in which we took adjusted Beta as an 
estimation of the bank's future beta. Adjusted beta is derived from historical 
data, but modified by the assumption that a security's beta moves toward the 
market average of 1.0 over time. (Adjusted beta = 0.67 * Raw beta + 0.33 * 1.0). We 
have also used adjusted betas for the cost of capital calculations of the banks 
subsequent to 2003.

For the country risk premiums (Rf-Rm) we have subtracted the long-term US 
Government security’s current yield from the yield on long-term Turkish 
Government Eurobond. This spread is valid for bonds. Since the stock market is 
empirically 1.5 times more volatile (standard deviation) than the bond market, 
we have multiplied the risk premium by this coefficient and then added the total 
to the US long-term risk-free rate to derive a cost of equity.  

k=Rf+B*(Rm-Rf)*1.5

Subsequent to reaching a benchmark P/B multiple, it is quite a straightforward 
process to reach a fair value for the core banking operations via projected bank-
only shareholder equity. To attain a value for the Bank as a whole, we add the 
fair value of the subsidiaries. We simply consider the market values of the 
subsidiaries for the traded ones. For the remaining subsidiaries, we use target 
values calculated by our analysts, or else attain fair values via market multiple 
comparisons.     

Our major tool in bank 
valuation is the core 
business Price/Book 
multiple

Rather than putting the 
Bank’s multiple side by 
side with the peer group 
average, we have chosen to 
weigh it against [(ROE-
g)/(k-g)] as a benchmark

Stock market is 
empirically 1.5 times more 
volatile (standard 
deviation) than the bond 
market

To attain a value for the 
Bank as a whole, we add 
the fair value of the 
subsidiaries
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Through a benchmark P/B multiple of 0.62x, which we derived through our 
discounted ROE model, we get to a US$221mn fair value for the core banking 
operations of the Bank (US$355mn 2003F subsidiary adjusted bank only SE * 
0.62x=US$221mn). If we are to add up the market value of affiliates that we 
attained via market multiples approach, the fair value of Disbank reaches 
US$292mn. Taking into consideration the Bank’s strong balance sheet, high 
profitability and the 49% upside potential to our fair value target, we reiterate 
our ‘Market Outperformer’ rating.   

Fair Value of Disbank via P/B Approach (US$mn)
    
Market Cap : 197
P/BV (Core Business 2004E) : 0.3x
ROE (Sustainable) :  13%
ROE Core Business (Sustainable) : 9%
g : 5%
Rf : 9.4%
B : 0.93
k : 11%
Benchmark P/B [(ROE-g)/(k-g)] : 0.62

Fair Value of Banking Operations :  221
Current Market Value of Affiliates : 71
Target Value of the Bank :  292
Upside Potential 49%

Source: Ak Yatirim Estimates, BRSA financials

DISBANK (US$mn) 
2002A 2003F 2004F

Assets 3,054 3,200 3,938
Loans 974 1,266 1,294
Securities 1,001 1,265 1,214
Deposits 1,757 1,735 2,015
Sh. Equity 446 512 584
Net Profit 64.2 66.8 72.2
Source: Ak Securities Estimates 

Taking into consideration 
the Bank’s strong balance 
sheet, high profitability 
and the 49% upside 
potential to our fair value 
target, we reiterate our 
“Market Outperformer” 
rating



   

October 31, 2003                       Mete Yuksel    +90 212 334 9465 
                                  mete.yuksel@akyatirim.com.tr

• Finansbank has always been focusing on core 
banking activities rather than investing in non-
earning frozen assets such as loss making 
subsidiaries or eye catching head office buildings.  

• However, the lending business that has a 100% 
gross risk weighting had pulled down the capital 
adequacy ratio (CAR) down to legally allowed 
minimum level of 8% at the end of 1Q03. Therefore, 
despite the attractive valuation, we refrained from 
posting a cheerful rating for the Bank, then. Thanks 
to bond yield slide experienced in the second 
quarter of 2003, Finansbank’s rising capital base 
carried the CAR up to more than 12% in midyear.  

• The continuing slide in bond yields is expected to 
carry on supporting the capital base in the 
following periods.

• Finansbank is the leading bank in terms of 
increasing its deposit base. From 1995 to 1H03, the 
deposits of the Bank soared more than six-fold in 
real terms to US$2.4bn, which is the highest rise for 
a single bank among the peers. The Bank’s deposits 
make up a hefty 68% of the balance sheet as of the 
end of 1H03. This proportion of deposits is the 
highest among the peers.  All in all, Finansbank is 
definitely the star in that respect. 

• Even though the proportion of loans in total assets 
did not display a very significant rise, the lending 
market share of Finansbank augmented from 1% 
up to 5% in the last four years due to increased 
emphasis on lending to the SMEs. 

• Finansbank is the 5th largest private bank both in 
terms of credit card spending volume (3% market 
share) and number of credit cards with 870,188 
cards (5% market share) as of the end of 1H03. 

• Finansbank is one of the frontrunners with fees 
comprising a huge 61% of the pre-tax income in 
1H03. We expect the Bank to continue benefiting 
from its solid stance in credit card business.   

• Taking into consideration the Bank’s fine 
profitability indicators, strengthened capital 
adequacy and the large upside to our fair value 
target, we reiterate our ‘Market Outperformer’ 
rating.

Price (TL / US¢) 1,230/ 0.08

Price Range (1 Year, TL/US¢)  643/ 0.04 - 1,230/ 0.09 

Number of Shares (mn)  354,905 

Market Cap. (US$mn) 295 

Free Float 25% 

Daily Vol. (3 Month, US$mn) 7.2 

     

PERFORMANCE 1 Week 1 Month 3 Month 1 Year 

US$ 5.2% 18.9% 36.6% 115.1% 

Index Relative -0.8% 8.2% -4.7% 24.5% 

SUMMARY FORECASTS  
(Inf. Adj. Unconsolidated BRSA, US$mn) & VALUATION 

 2002A 2003F 2004F 

Assets  3,863 4,287 5,569 

Sh. Equity  420 497 597 

Net Profit  147.7 95.3 100.7 

ROE  35% 19% 17% 

P/B  0.9 0.6 0.5 

P/E  2.5 3.0 2.9 

SHAREHOLDING STRUCTURE 

Ozyegin Family 72.06% 

Float 25.00% 

Other 2.94% 

FINANSBANK          Market Outperformer
Banking Sector                                 FINBN.IS     
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f. FINANSBANK

Rising CAR Eases Our Worries 
Finansbank has always been focusing on core banking activities rather than 
investing in non-earning frozen assets such as loss making subsidiaries or eye 
catching head office buildings. However, the lending business that has a 100% 
gross risk weighting had pulled down the capital adequacy ratio (CAR) down to 
legally allowed minimum level of 8% at the end of 1Q03. Therefore, despite the 
attractive valuation, we refrained from posting a cheerful rating for the Bank, 
then. Thanks to bond yield slide experienced in the second quarter of 2003, 
Finansbank’s rising capital base carried the CAR up to more than 12% in midyear 
(Consolidated CAR is 15%).  

The continuing slide in bond yields is expected to carry on supporting the 
bottomline and solidify the capital base in the following periods as well. In 
addition to the direct effects stemming from the mark to market gains of 
available for sale securities coupled with the P/L based strengthening of the 
shareholders’ equity, the decline in risk-weighted assets also contributed to the 
improvement. The share of securities (G-Bonds have zero risk weighting in the 
calculation of RWA under BRSA regulations) in total assets climbed to 36% from 
31%, QoQ. The 39% share of loans in assets on the other hand, is the highest in 
our banking universe. The current level of CAR relieves our earlier worries to a 
large extent.  

The capital base to risk weighted assets ratio before 2002-end displayed in the 
chart below is not the official CAR but Ak Securities’ estimations of the ratio. 
Therefore it may significantly differ from the original figure since we cannot 
point estimate the risk weightings of the assets. But the general view indicates 
that the capital adequacy slipped significantly in 1Q03 and recovered afterwards. 

Capital Base/Risk Weighted Assets  
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Source: Bank-only Turkish GAAP financials. Inflation adjusted starting from 2001.  

Figures before 2002-end are Ak Securities Estimates

Parallel to the general trend throughout the medium sized banks and unlike the 
big ones except Akbank, Finansbank is operating with a positive free capital. 
Although the cash capital of the bank corresponds to only 2.7% of the assets (or 
US$97mn) it provides a support to profitability indicators. Finansbank’s 9% one-
year trailing net interest margin (adjusted for monetary loss, trading gains and 
FX gains) for the first half of 2003 surpasses the largest seven banks’ average of 

Finansbank’s rising 
capital base carried the 
CAR up to more than 12% 
in midyear

The continuing slide in 
bond yields is expected to 
carry on supporting the 
bottomline and solidify 
the capital base in the 
following periods as well

The capital adequacy 
slipped significantly in 
1Q03 and recovered 
afterwards

Finansbank is operating 
with a positive free capital
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8%. The 10.4% adjusted net interest spread is the second highest in the entire 
banking sector following Akbank. The positive effects of core banking activities 
and positive free capital can also be seen in the strong ROE figure, which is also 
an indicator of growth. The Bank has 1H03-trailing ROE of 17%, which is again 
one of the highest figures in our banking universe. Finansbank is one of the few 
banks with a trailing ROE exceeding the cost of equity.  

Besides the positive effects of free capital, the key reason behind the solid 
profitability indicators is the Bank’s strategy of operating with only a small 
portion of liquidity. The 6% core liquidity ratio is significantly lower than 
Disbank’s 13% and TEB’s extraordinarily conservative 40%. Since liquid assets 
have very low or negative spreads, Finansbank prefers to allocate its excess 
funds to higher interest earning assets with higher risk weightings. Those riskier 
assets fuel up the profitability and pull down the capital adequacy. The most 
dangerous hazard against a bank’s being is the lack of liquidity. However, the 
Central Bank’s announcements to provide liquidity to the banking sector 
through reasonable costs in times of crisis ease our worries on the issue to a great 
extent.

Existence of free capital is an indicator of a relatively fine asset quality, but what 
about the NPLs? One can expect that a bank with such a strong inclination 
towards granting loans would have a high problematic loan book. However, 
Finansbank also manages to pull down the NPL ratio to 7% at the end of 1H03 
from the 14% levels seen at the end of 2001. The level of loans under follow up is 
well below the aggregate private commercial bank’s 1H03 average of 15%. 

Soaring Deposits Directed to Securities 
Finansbank is the leading bank in terms of increasing its deposit base. From 1995 
to 1H03, the deposits of the Bank soared more than six-fold in real terms to 
US$2.4bn, which is the highest rise for a single bank among the peers. The 
aggregate deposits of the listed banks rose less than threefold in the same period. 
From 2000 until the end of 1H03, Finansbank’s deposits increased by 52% in real 
terms, which is again the highest percentage increase. The aggregate inflation 
adjusted rise was 24% for the listed peers.  

The Bank’s deposits make up a hefty 68% of the balance sheet as of the end of 
1H03. This proportion of deposits is the highest among the peers.  All in all, 
Finansbank is definitely the star in that respect. The core reason behind this 
performance is the attractive interest rates offered especially on short-term 
deposits. The Bank generally offers the highest interest rates on US$ and euro 
deposits helping the financial system to grab under-the-pillow savings. For 
example, Finansbank offered 3.75% interest for one-month deposits in September 
03, whereas the peer group’s average interest rate for the same maturity is only 
2.25%. The quality of those deposits is questionable. One cannot expect those 
customers that chose higher interest rates on their savings deposits to be loyal to 
the Bank if the peers offer elevated rates. 

About 60% of the Bank’s deposits have maturity less than one month, whereas 
the ratio is 46% for the aggregate sector. Therefore in a banking environment 
where the rates are following a declining trend as we are going through for more 
than two quarters, Finansbank will be one of the major beneficiaries. If we are to 

The 10.4% adjusted net 
interest spread is the 
second highest in the entire 
banking sector following 
Akbank

The 6% core liquidity ratio 
is significantly lower than 
the peers

Finansbank also managed 
to pull down the NPL 
ratio to 7% at the end of 
1H03

Increasing deposit base

The Bank generally offers 
the highest interest rates 
on US$ and euro deposits
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consider the percentage of deposits less than three months, Finansbank’s 76% 
ratio is parallel to that of the sector’s. However if the economy makes a u-turn 
from its current bright state, Finansbank’s financial health would be deteriorated.   

Asset Allocation 

Inversely Correlated Liquid Assets & Securities  
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Source: Bank-only Turkish GAAP financials. 

Another point worth noting is that the demand deposits comprise only 15% of 
the total deposits, which is the lowest ratio among the traded banks. More than 
20% of the deposits of the banks in our coverage are made up of demand 
deposits. This ratio is 23% for Disbank and a huge 39% for TEB. Hence, coupled 
with the higher rates paid for short term deposits, low proportion of low cost 
demand deposits also raise Finansbank’s costs. However, since 70% of the Bank’s 
deposits are FX denominated, appreciation of the TL against major currencies for 
the last two quarters contribute positively to the Bank’s margins and spreads. 
Only 49% of the sector’s deposits are denominated in currencies other than TL.     

Maturity gap1 of the Bank is slightly higher than the peer group mainly due to 
relatively higher proportion of long-term securities obtained through the internal 
debt swap coupled with the rising long-term loans to SMEs. Finansbank finances 
the assets that have a weighted average maturity of 9.6 months via liabilities with 
an average maturity of 1.8 months. The 8-month maturity gap of the Bank is 
notably wider than the peer group average of 4.6 months (excluding YKB). This 
maturity mismatch leaves the Bank financially vulnerable to negative shocks and 
sudden bond yield hikes.  

We understand from the 60% negative correlation between the breakdown of 
securities and the core liquid items that the Bank perceives the bonds as a 
trustable source of liquidity. Such a line of attack may be right in boosting the 
profitability as the business continues as usual, but a sudden adverse economic 
downturn would hurt the financial status of the Bank.  

The deposit withdrawals during crisis would force the Bank to liquidate some of 
the bonds held as available-for-sale securities and realize the loss (if the crisis is 
not that deep and there is still a secondary market for the bonds). The major 

1 As of the end of 2002. 

Demand deposits comprise 
only 15% of the total 
deposits

Maturity gap of the Bank 
is higher than the peer 
group
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point that relieves our doubts to some extent is the CB’s declaration to provide 
liquidity to the banks when necessary.  

Even though the proportion of loans in total assets did not display a very 
significant rise, the lending market share of Finansbank augmented from 1% up 
to 5% in the last four years due to increased emphasis on lending to the SMEs. 
We project the rapid rise in the Bank’s loan market share to cut pace in the 
subsequent periods. We expect the Bank’s share in commercial deposit bank 
loans to rise by 2 percentage points to reach 7% in the following ten years.  

Market Shares (in Comm. Banks)  
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Source: The CB, The BAT, Bank-only Turkish GAAP financials (inflation adjusted starting from 2001). 

The Bank is striving to grab market share in retail lending. Especially strong 
presence in credit cards issuing business is one of the Bank’s leading priorities. 
For that reason Finansbank acquired 35 thousand credit card customers from 
Alternatifbank in August 2002. Also, first with Galaxy Card then with Card 
Finans, the Bank tries to grab market share in the hot shopping-with-installments 
craze. Finansbank is the 5th largest private bank both in terms of credit card 
spending volume (3% market share) and number of credit cards with 870,188 
cards (5% market share) as of the end of 1H03. However, the Bank is less active 
on the acquisition side with 3% market share in terms of the number of POS 
terminals and spending volume.  

As the real rates continue to come down together with the margins, the 
importance of fee and commission generation will further increase. Finansbank is 
one of the frontrunners with fees comprising a huge 61% of the pre-tax income in 
1H03 (41% in 1H02). We expect the Bank to continue benefiting from its solid 
stance in credit card business.  

Asset Quality Heals Step by step
The Bank, which used to set aside 100% special provisions for the loans under 
follow-up, was forced to adjust this policy in its 2001 financials announced 
subsequent to the three-phase audit process, to maintain profitability. Although 
the crisis took place in 1Q01, only minor asset quality deteriorations were 
observed throughout the quarters in 2001. Consequently, the audits revealed the 
rest of the iceberg. By provisioning only a half of the problematic loans, the Bank 
prevented the deepening of the net loss. The NPL ratio rose nearly four-fold from 
4% to 14% at the end of 2001, recording the highest percentage rise among the 
mid-sized banks.  

Lending market share of 
Finansbank augmented 
from 1% up to 5% in the 
last four years

The Bank is striving to 
grab market share in retail 
banking
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Asset Quality Indicators  
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Finansbank’s NPL ratio started to heal bit by bit throughout the quarters to down 
to 7% at the end of 1H03. Even though the problematic loan did not decrease 
significantly, soaring loans repaired the ratio. We expect the asset quality 
improvement to cut pace in the following periods, as the additional load of 
recent lending phenomenon would deter further healing. The provision coverage 
on the other hand, rose gradually to 63% in 1H03. We do not expect to see the 
provisioning ratio to attain once again its full coverage levels in the near future.     

Finansbank’s NPL ratio 
started to heal bit by bit 
throughout the quarters to 
down to 7% at the end of 
1H03



AK SECURITIES – Research

FINANSBANK – October 2003              18

Valuation
Finansbank trades with a 38% upside potential to our target value of US$398mn 
that we attained through our adjusted P/B value approach. The model yields a 
target P/B ratio of 1.01x for Finansbank, which is one of the few banks with a 
sustainable ROE exceeding its cost of equity. This model is a slightly modified 
version of our original version. In this approach we add the net incremental 
amount between the fair value of affiliates and their book values on top of the 
Bank’s book value. We used market multiples in the valuation of participations.  

Shareholders’ Equity 2003F Adjusted for the Value of Subsidiaries: US$394mn  
US$394mn * 1.01x=US$398mn 

 Fair Value of Finansbank via P/B Approach (US$mn) 

Market Cap : 288
P/BV (2004E) : 0.58
ROE (Sustainable) :  16.0%
g: 5.0%
Rf : 9.4%
B : 1.27
Market risk premium : 4.1%
k : 13.1%
Benchmark P/B [(ROE-g)/(k-g)] : 1.01
Fair Value of the Bank :  398
Upside Potential 38%

Source: Ak Yatirim Estimates, BRSA financials 

Taking into consideration the Bank’s fine profitability indicators, strengthened 
capital adequacy and the large upside to our fair value target, we reiterate our 
‘Market Outperformer’ rating. A qualitative point supporting our rating is the 
hands-on administration approach of the talented and experienced owner. 
Almost no loan is directed to related parties and asset quality is relatively high 
even with the increased emphasis on core business.   

FINANSBANK (US$mn) 
2002A 2003F 2004F

Assets 3,863 4,287 5,569
Loans 1,359 1,891 2,184
Securities 1,456 1,795 1,817
Deposits 2,869 3,033 3,961
Sh. Equity 420 497 597
Net Profit 147.7 95.3 100.7
Source: Ak Securities Estimates 

Finansbank trades with a 
38% upside potential to 
our target value of 
US$398mn

Taking into consideration 
the Bank’s fine 
profitability indicators, 
strengthened capital 
adequacy and the large 
upside to our fair value 
target, we reiterate our 
‘Market Outperformer’ 
rating
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• TEB has a well-deserved solid reputation as the 
most prudent domestic bank. Each and every 
aspect of the financial indicators support that view. 

• Liquidity is incomparably higher than the peers, 
the Bank ranks in the top-two in asset quality and 
the capital adequacy ratio (CAR) is at comfortable 
levels.

• The low ROE stemming from the low interest rates 
on liquid assets is the most meaningful drawback 
of TEB. But the exceptionally high demand 
deposits and hefty free capital wipe away the 
negative effects of vast core liquidity to some 
degree. 

• Although the Bank is the most liquid one in terms 
of balance sheet, it is the least liquid in terms of 
trading volume. The US$332,000 three-month 
average daily trading volume doesn’t bestow 
enough space to trade for the majority of the 
institutional investors. 

• Strong free capital that corresponds to 5% of the 
assets (or a hefty 41% of the shareholders’ equity) is 
also one of the competitive strengths of the Bank. 

• The most interesting point about TEB is its 
unbelievably high core liquid assets. Liquid items 
comprise about 42% of TEB’s assets. 

• TEB is definitely one of the top five ISE stocks that 
provide cushion against depressing economic 
shocks. However, the stock performance may lag 
behind the peers during a bull market.  

• The stock has a two-year weekly raw beta of a low 
0.59. Low exposure on government and treasury 
securities puts the Bank one step behind the peers 
in the current positive economic environment the 
country is going through.  

• The average of DDM and P/B models brings us to a 
fair value of US$170mn, which corresponds to a 
64% upside from the current market capitalization. 
However we feel more comfortable in issuing a 
‘Market Performer’ rating for the Bank in an 
improving economy. 

Price (TL / US¢) 3,025/ 0.20 

Price Range (1 Year, TL/US¢)  1,902/ 0.11 - 3,000/ 0.22 

Number of Shares (mn)  55,125 

Market Cap. (US$mn) 113 

Free Float 20% 

Daily Vol. (3 Month, US$mn) 0.3 

     

PERFORMANCE 1 Week 1 Month 3 Month 1 Year 

US$ 12.1% 15.8% 51.5% 74.8% 

Index Relative 5.7% 5.4% 5.7% 1.2% 

SUMMARY FORECASTS  
(Inf. Adj. Unconsolidated BRSA, US$mn) & VALUATION 

 2002A 2003F 2004F 

Assets  1,861 1,748 1,916 

Sh. Equity  201 224 256 

Net Profit  14.5 34.2 36.0 

ROE  7.2% 15.3% 14.0% 

P/B  0.7 0.5 0.4 

P/E  10.0 3.3 3.1 

SHAREHOLDING STRUCTURE 

TEB Mali Yatirimlar 70.08% 

Colakoglu Metalurji 8.60% 

Float 20.00% 

TEB                                            Market Performer
Banking Sector                                 TEBNK.IS    
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c. TEB

Much Too Cautious 
TEB has a well-deserved solid reputation as the most prudent domestic bank. 
Each and every aspect of the financial indicators support that view. Liquidity is 
incomparably higher than the peers, the Bank ranks in the top-two in asset 
quality and the capital adequacy ratio (CAR) is at comfortable levels. The low 
ROE stemming from the low interest rates on liquid assets is the most 
meaningful drawback of TEB. But the exceptionally high demand deposits and 
hefty free capital wipe away the negative effects of vast core liquidity to some 
degree.  

Although the Bank is the most liquid one in terms of balance sheet, it is the least 
liquid in terms of trading volume. The US$332,000 three-month average daily 
trading volume doesn’t bestow enough space to trade for the majority of the 
institutional investors. The 20% free float of the Bank is the lowest among the 
peers. We believe that a well-timed SPO would increase the trading volume and 
add momentum to the stock.  

TEB is definitely one of the top five ISE stocks that provide cushion against 
depressing economic shocks. However, the stock performance may lag behind 
the peers during a bull market. The stock has a two-year weekly raw beta of a 
low 0.59. Low exposure on government and treasury securities puts the Bank one 
step behind the peers in the current positive economic environment the country 
is going through. The slide in bond yields boosted both the bottomlines and the 
book values of the banks that allocate the bulk part of their funds into securities 
in the second and third quarters of 2003. Accordingly, TEB is the stock to beat the 
benchmark index during a downward movement in economy. Believing that the 
hefty upside potential cannot be reached in the short run we issue a ‘Market 
Performer’ rating for the Bank. 

Robust Capital Adequacy 
TEB has a comfortable unconsolidated CAR level of 15%. The Bank would have 
significantly higher capital base and a CAR if the financial affiliates weren’t 
deducted from the shareholders’ equity in capital base calculations. The 
nominator of the CAR would be 65% (US$85mn) higher if no deductions were 
made, carrying the CAR up to 25%. Also, the BRSA CAR of the Bank is quite 
identical with that of the BIS CAR, since the Bank almost does not have any bond 
book. It is worth noting that Government bonds have a 20% risk weighting under 
BIS standards, but a zero risk weighting under BRSA GAAP.    

Unlike the general movement of the sector the CAR of TEB stepped up following 
the three-stage audit process in 2001. The bank-only ratio climbed from 11.2% to 
13.3% from 2000 to 2001 and then to 15% at the end of 1H03 on the back of both 
the rising capital base and the sliding risk weighted assets.  

Strong free capital that corresponds to 5% of the assets (or a hefty 41% of the 
shareholders’ equity) is also one of the competitive strengths of the Bank. A large 
free capital implies that the Bank allocates a part of the shareholders’ equity into 
IEA. Such a balance sheet structure will consequently bring about higher interest 
margins. We do not expect to see a major strengthening of neither the CAR nor 
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the free capital relying on the Bank’s policy of distributing at least 30% of its net 
profit as cash dividends. The Bank management states that they will not allow 
the CAR to slide below 14%, which is not far from its current state. 

Capital Adequacy Ratio 
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Source: Bank-only Turkish GAAP financials. Inflation adjusted starting from 2001.  

Figures before 2001-end are Ak Securities Estimates

On the other hand, the Bank has signed an agreement with the International 
Finance Corporation (IFC) in mid 2002, to receive a US$85mn financing facility. 
The facility consists of three separate loans. The first loan is a US$15mn, 7-year 
term, subordinated convertible loan, bearing an interest rate of Libor + 4.5% and 
matching BRSA’s Tier II Capital definitions as well as contributing to the Bank’s 
capital adequacy ratio positively.  

The second loan is a US$20mn medium-term loan facility to be lent as working 
capital, investment or export pre-finance needs to TEB’ clients with 3-month to 5-
year maturity from IFC’s own account. The third part of the loan allows for the 
syndication of up to US$50mn from private commercial banks when markets 
recover. The Bank also recently received a US$125mn syndicated loan in October 
2003 to be used for export financing. 

Immensely Sound Core Liquidity 
The most interesting point about TEB is its unbelievably high core liquid assets, 
about 80% of which is held in foreign currency. At a price of accepting very low 
spreads, the Bank over-cautiously tries to protect itself from the negative shocks. 
Liquid items comprise about 42% of TEB’s assets in 1H03 down from 60% in 
1Q01, whereas the Bank holds almost no government securities. Securities make 
up a mere 6% of the balance sheet. The Bank’s loans, on the other hand, 
correspond to 37% of the assets, which is the second highest lending share 
among the seven banks in our coverage. So the bank switches from liquid assets 
to core business of loan granting. TEB aims to increase the loans/deposits ratio 
from the current level of 57% to 70%. Therefore around a half of the assets will be 
made up of loans in the long run. The liquid items on the other hand, will be 
accounting to less than one third of the assets. We would upgrade our rating on 
the Bank as soon as we see solid developments in this line of attack.   

The Bank seem to have fears that a sudden hike in bond yields would cause a 
fatal erosion in the capital base, as experienced by some of the taken over banks 
following the February 2001 catastrophe. In other words, TEB’s current asset 
allocation is designed for crisis. Even the loan book carries that theme. A hefty 
51% of the loans are made up of export financing. It is worth reminding that a 
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weakening local currency supports exports. However, imports soar as economy 
recovers. Throughout the banks in our coverage, the largest export financing in 
absolute terms is realized by Garanti Bank, and TEB that has a 87% smaller asset 
size has an export lending volume corresponding to 44% of Garanti’s. TEB, 
which financed around 5.5% of Turkey’s external trade volume in 2002 aims to 
increase that share up to 6.6% in 2003. We really like TEB’s performance in trade 
financing in such a year of strong external trade volume.  

In the last four years, TEB increased its market share in commercial banks’ loans 
more than twofold (from 0.9% to 2.3%). We expect this aggressive rise in lending 
to cut pace in the following years. We project TEB’s loan market share to move 
towards 3% levels in the following 10 years. 

Market Shares (in Comm. Banks)  
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Source: The CB, The BAT, Bank-only Turkish GAAP financials (inflation adjusted starting from 2001). 

Unlike the peers that strive to grab market share in consumer lending and credit 
cards, TEB is not fiercely competing in the retail segment. Consumer loans and 
credit card lending constitute a mere 4% of the Bank’s total loans, whereas the 
ratio is a huge 23% for the whole sector and 21% for the banks in our coverage. 
Unlike the peers, TEB doesn’t have a well-known credit card that is capable of 
making installments through a wide range of participant store network. TEB 
ranks the 18th in terms of number of credit cards with 63.4 thousand cards (0.4% 
market share), which is incomparably lower than Finansbank’s 0.9mn and 
Disbank’s 0.6mn cards. Since a bank must surpass a critical mass to generate 
profit on credit card business that is very costly for a bank at TEB’s size, the Bank 
deterred competing in that segment. TEB keeps its credit card business just to 
meet the needs of the customers that it realizes the wage payments. Those 
customers are the main source of the Bank’s solid demand deposit base.  

The reason why the Bank is so inactive in consumer lending is to maintain the 
maturity match, since the maturities of consumer loans vary between 12 to 18 
months, whereas more than 80% of the deposits have maturities less than 3 
months. TEB is the only bank in Turkey with a zero maturity gap between the 
assets and the liabilities. Besides the fund management side, consumer banking 
is just a back office activity for the Bank.   

TEB also lags behind the peers in credit card acquiring business, which is one of 
the main sources of fee generation, with only 0.3% market share in the number of 
POS terminals (0.4% market share in terms of volume in 2Q03). The lack of 
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commission generating instruments would also slow down the profit generation 
potential of the Bank in the long run.  

The net fee and commission income of TEB deteriorated by more than 13% in reel 
terms in 1H03 compared with the same period of last year. The commission 
income that constituted a huge 42% of the pre-tax profit in 1H02 only made up 
26% of it in 1H03. However, the share of commission income in pretax profit 
soared for the peers during the same period (Finansbank to 62% in 1H03 from 
41% in 1H02, Disbank to 44% in 1H03 from 25% in 1H02).  Hence, we do not see 
TEB’s current strategy a healthy one during a period of declining interest 
spreads, such as the one we are currently going through.  

The Bank has a long-term strategy to increase non-interest core business 
revenues. TEB is eager to be solid in the mutual fund management market. The 
Bank recently decided to acquire a controlling stake (around 80%) of ABN Amro 
Portfolio Management A.S. aiming to benefit both from the well known name 
and for the know how. The Bank will merge TEB Portfolio Management under 
the ABN Amro name. The new formation will be active in the fund management 
side of the new private pension scheme. The Bank aims to generate fee income 
through consumer marketing of this business.        

Asset Allocation –Liquid Assets Still Huge 
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Incredible Demand Deposit Base 
Another interesting detail about the Bank is that an incredible 31% of its deposits 
are demand deposits that bear almost no interest. That solid demand deposit 
base is the main protector of the Bank from the potential negative outcomes of 
allocating the excess funds to low spread liquid assets.  

By the support of demand deposits, the IEA/IBL ratio of the Bank climbed to 
120%. The US$123mn related party deposits correspond to 11% of the total 
deposits, whereas receivables from group companies are only US$0.8mn. The 
Bank states that there is a solid Chinese wall between the activities of the Bank 
and Colakoglu Group. 

Asset Quality 
The Bank, which used to set aside 100% provision for the loans under follow-up 
until the end of 3Q02, pulled down this ratio to 30.5% to limit the profit slide 
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subsequent to the start of inflation accounting and three stage audit process at 
the end of 2001. Nonetheless, coverage started to recover to exceed 74% at the 
end of 1H03. This is the third highest level of provision coverage on NPLs 
throughout the banks in our coverage.  

The real outstanding point about asset quality is the NPL ratio, which is only 
2.2%. Without a doubt, TEB’s NPL ratio is exceptionally lower than the 15% 
figure of commercial deposit banks’. Only Akbank’s 1.7% figure is lower than 
that of TEB’s in that respect.   

Asset Quality Indicators  

2.2%

0.0%
0.5%
1.0%
1.5%
2.0%
2.5%
3.0%
3.5%
4.0%

19
99

/1
2

20
00

/0
3

20
00

/0
6

20
00

/0
9

20
00

/1
2

20
01

/0
3

20
01

/0
6

20
01

/0
9

20
01

/1
2

20
02

/0
3

20
02

/0
6

20
02

/0
9

20
02

/1
2

20
03

/0
3

20
03

/0
6

N
PL

 R
at

io

0%

20%

40%

60%

80%

100%

120%

N
PL

 C
ov

er
ag

e

NPL Ratio (L)
NPL Coverage (R)

Source: Bank-only Turkish GAAP financials, inflation adjusted starting from 2001.

Without a doubt, TEB’s 
NPL ratio is exceptionally 
lower than the 15% figure 
of commercial deposit 
banks’



AK SECURITIES – Research

TEB – October 2003                             25

Valuation
We analyzed TEB through two different valuation techniques. The first one is the 
good old adjusted P/B approach, and the other one is the dividend discount 
method, which suits fine for TEB that pledged to distribute at least 30% of its 
distributable profit. Through our P/B based valuation approach we attained a 
US$183mn fair value, which corresponds to a 77% upside potential. Through our 
discounted ROE method, we get a benchmark P/B multiple of 2x. However to 
remain on the conservative side we assume the fair value of the Banking 
operations equal to subsidiary adjusted projected shareholders’ equity.   
Consequently we value the Bank’s core banking operations at US$138mn, 
whereas the total value rises to US$183mn when we include the fair value of 
participations that we derived via market multiples. The DDM on the other hand 
yields a target value of US$157mn.  

The average of the two models brings us to a fair value of US$170mn, which 
corresponds to a 64% upside from the current market capitalization. However 
we feel more comfortable in issuing a ‘Market Performer’ rating for the Bank in 
an improving economy rather than a ‘Buy’, due to i. The Bank’s very cautious 
asset allocation, ii. The low 0.59 Beta coefficient, iii. The extraordinarily low daily 
trading volume, iv. The lowest float throughout the banks in our coverage (20%). 
An improvement in any of the above stated bullets would be positively reflected 
to the share price. Nevertheless, although we believe that TEB’s market value 
may approach to its target in the long run, we are dubious about witnessing the 
improvement in the near future.

 Fair Value of TEB (US$mn) 
Target Value via adjusted P/B approach 183
Target Value via DDM 157
Average of the two methods 170
Market Capitalization 103
Upside Potential 64%
Source: Ak Securities Estimates 

 Fair Value of TEB via P/B Approach (US$mn) 

ROE (Sustainable) :  14%
ROE Core Business (Sustainable) : 15%
g : 5%
Rf : 9.4%
B : 0.75
k : 9.9%
Benchmark P/B [(ROE-g)/(k-g)] : 1.00

Fair Value of Banking Operations (DDM & P/B Avg.):  138
Current Market Value of Affiliates : 44
Fair Value of the Bank :  183
Upside Potential 77%

Source: Ak Securities Estimates, BRSA financials 
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Dividend Discount Model (US$mn)
US$mn 2003 2004 2005 2006 2007
Net Profit 34 36 37 40 41
Dividend Distribution Ratio 30% 30% 30% 30% 30%
Dividend to Shareholders 10 10 10 11 12
Turkish Rf (30yr Eurobond) 9.4% 9.0% 9.0% 9.0% 9.0%
Asset Beta 0.75 0.83 0.89 0.92 0.95
Cost of Equity 9.9% 10.1% 10.4% 10.3% 10.4%
Discount Factor 1.06 1.17 1.29 1.42
Terminal Growth Rate 3%
Terminal Value (PV) 116
PV of Cash Flows (2003-2007) 42
Fair Value of the Bank 157
Upside Potential 52%        
Source: Ak Securities Estimates, BRSA financials  

TEBNK (US$mn) 
2002A 2003F 2004F

Assets 1,861 1,748 1,916
Loans 629 735 754
Securities 64 91 75
Deposits 1,326 1,185 1,391
Sh. Equity 201 224 256
Net Profit 14.5 34.2 36.0
Source: Ak Securities Estimates 
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DISBANK

SUMMARY FINANCIALS (US$mn)

Balance Sheet 2001 2002 2003/03 2003/06

I. Cash And Balances With The Cb 63.9          42.8          48.3          43.9
Ii. Trading Securities (Net) 279.9        469.2        348.5        333.8
Iii. Banks And Other Financial Institutions 549.9        251.3        133.3        133.0
Iv. Money Market Securities 599.7        204.1        326.4        172.1
V. Investment Sec. Available For Sale (Net)  177.9        531.6        444.3        452.2
Vi. Loans 589.8        973.6        904.1        942.6
   Loans under follow-up 43.0          54.6          54.8          62.2
   Specific provisions (-) 21.6          48.3          (44.8)         (48.6)
Vii. Factoring Receivables -              -              -              -              
Viii. Investment Sec. Held To Maturity (Net) -              -              -              -              
Ix. Investments And Associates (Net)  0.8            0.8            0.7            -              
X. Subsidiaries (Net) 153.8        188.0        186.7        181.9
Xi. Other Investments (Net)  -              -              -              -              
Xii. Finance Lease Receivables (Net) -              -              -              -              
Xiii. Reserve Deposits 134.2        200.3        139.6        128.6
Xiv. Miscellaneous Receivables 2.9            8.4            5.2            5.7
Xv. Accrued Interest And Income Receivable 98.0          68.2          73.0          98.4
Xvi. Property And Equipment (Net) 81.0          98.6          105.5        108.2
Xvii. Intangible Assets [Net] 8.0            5.1            5.9            6.4
Xviii. Other Assets 11.7          11.6          28.3          9.3

Total Assets 2,751.4     3,053.6     2,749.8     2,616.3

I. Deposits 1,535.2     1,757.1     1,496.5     1,431.1
   Bank deposits 169.4        73.9          84.0          83.7
   Saving deposits 136.7        236.2        295.1        279.6
   Public sector deposits 0.2            1.9            11.7          6.5
   Commercial deposits 62.9          185.2        144.5        139.9
   Other institutions deposits 16.4          21.8          17.8          15.9
   Foreign currency deposits 1,149.0     1,237.3     943.4        905.5
   Precious metals vault accounts 0.7            0.8            0.0            0.0
Ii. Interbank Money Market 150.5        88.3          99.5          58.5
Iii. Funds Borrowed 487.2        534.3        496.8        435.9
Iv. Marketable Securities Issued (Net)  -              -              -              -              
V. Funds -              -              -              -              
Vi. Miscellaneous Payables 32.4          51.0          51.8          65.0
Vii. Other External Resources 91.6          115.6        103.0        79.7
Viii. Taxes And Other Duties Payable 9.0            8.1            7.2            6.6
Ix. Factoring Payables -              -              -              -              
X. Finance Leasing Payables (Net) 4.0            8.7            5.8            7.9
Xi. Accrued Interest And Expenses Payable 51.9          30.2          58.0          36.1
Xii. Provisions 16.0          14.5          11.7          21.5
Xiii. Subordinated Loans -              -              -              -              
Xiv. Minority Interest -              -              -              -              
Xv. Shareholders' Equity 373.6        446.1        419.6        473.8

TOTAL LIABILITIES 2,751.4     3,053.6     2,749.8     2,616.3
Source: BRSA Bank Only Financials

Inf. Adj. BRSA GAAP
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DISBANK
Income Statement 2001 2002 2003/03 2003/06
I. INTEREST INCOME 872.0        528.9        123.5        210.0        
1.1.Interest on loans 280.4        212.7        47.5          80.7          
1.1.1.Interest on TL loans 261.1        176.0        35.9          64.7          
1.1.2.Interest on foreign currency loans 17.6          33.6          11.1          15.3          
1.1.3.Interest on loans under follow-up 1.7            3.1            0.4            0.7            
1.1.4.Premiums rec. from Resource Ut. Sup. Fund -              -              -              -              
1.2.Interest received from reserve deposits 1.1            7.4            2.2            4.3            
1.3.Interest received from banks 231.3        39.9          10.1          14.4          
1.3.1.The Central Bank of  Turkey -              -              -              -              
1.3.2.Domestic banks 153.1        14.4          2.0            5.7            
1.3.3.Foreign banks 78.1          25.5          8.1            8.7            
1.4.Interest received from  money m. transactions 217.6        194.9        15.6          38.4          
1.5.Interest received from marketable sec. portfolio 140.1        73.6          48.1          72.1          
1.5.1.Trading securities 108.4        25.2          16.4          23.1          
1.5.2.Available-for-sale securities 31.7          48.5          31.7          49.0          
1.5.3.Held to maturity securities -              -              -              -              
1.6.Other interest income 1.5            0.5            0.0            0.1            
II. INTEREST EXPENSE 596.3        341.5        (69.1)         (134.5)       
2.1.Interest on deposits 332.4        270.4        (52.5)         (102.4)       
2.1.1.Bank deposits 155.4        21.4          (3.1)           (5.6)           
2.1.2.Saving deposits 51.8          131.9        (29.4)         (59.1)         
2.1.3.Public sector deposits 0.0            0.3            (0.1)           (0.2)           
2.1.4.Commercial deposits 38.0          82.9          (12.9)         (23.4)         
2.1.5.Other institutions deposits 3.6            0.8            (0.3)           (0.4)           
2.1.6.Foreign currency deposits 83.5          33.2          (6.7)           (13.8)         
2.1.7.Precious metals vault accounts -              -              -              -              
2.2.Interest on money market transactions 59.2          28.1          (8.4)           (16.9)         
2.3.Interest on funds borrowed 203.0        39.6          (7.8)           (14.9)         
2.3.1.The Central Bank of  Turkey -              -              -              -              
2.3.2.Domestic banks 30.9          15.6          (3.1)           (6.3)           
2.3.3.Foreign banks 172.1        24.1          (4.7)           (8.6)           
2.3.4.Other financial institutions -              -              -              -              
2.4.Interest on securities issued -              -              -              -              
2.5.Other interest expense 1.6            3.5            (0.4)           (0.4)           
III. NET INTEREST INCOME  (I - II) 275.8        187.4        54.4          75.4          
IV. NET FEES AND COMMISSIONS INCOME 4.9            14.0          6.9            16.5          
4.1.Fees and commissions received 36.6          62.3          18.0          38.5          
4.1.1.Cash loans 0.6            0.9            0.5            0.8            
4.1.2.Non-cash loans 13.7          14.1          3.0            6.3            
4.1.3.Other 22.4          47.3          14.5          31.4          
4.2.Fees and commissions paid 31.7          48.4          (11.0)         (22.0)         
4.2.1.Cash loans 2.5            0.9            (0.1)           (0.2)           
4.2.2.Non-cash loans 0.2            0.2            (0.0)           (0.0)           
4.2.3.Other 29.0          47.3          (10.9)         (21.8)         
V. DIVIDEND INCOME 133.3        82.9          3.7            15.1          
5.1.Trading securities -              -              -              -              
5.2.Available-for-sale securities 133.3        82.9          3.7            15.1          
VI. NET TRADING INCOME (46.9)         29.0          (7.8)           33.3          
6.1.Profit/losses on trading account securities (Net) 102.8        70.3          2.0            34.4          
6.2.Foreign exchange gains/losses (Net) (149.6)       (41.3)         (9.8)           (1.1)           
VII. PROFIT/LOSS FROM HELD TO MATURITY M. S. -              -              -              -              
VIII. OTHER OPERATING INCOME 15.8          56.4          23.3          27.4          
IX. TOTAL OPERATING INCOME (III+IV+V+VI+VII+VIII) 382.9        369.7        80.6          167.7        
X. PROVISION FOR LOAN LOSSES OR OTHER REC. (-) 25.6          28.4          0.7            8.4            
XI. OTHER OPERATING EXPENSES (-) 246.6        209.8        46.3          94.2          
XII. NET OPERATING INCOME (IX-X-XI) 110.6        131.6        33.5          65.1          
XIII. PROFIT/LOSSES FROM ASSOCIATES AND SUBS. -              -              -              -              
XIX. NET MONETARY PROFIT/LOSS (155.2)       (76.5)         (31.2)         (27.3)         
XIV. INCOME BEFORE TAXES (XII+XIII) (44.6)         55.0          2.4            37.8          
XV. PROVISION FOR TAXES ON INCOME (-) 5.2            (9.2)           0.7            9.2            
XVI. NET OPERATING  INC./EXP. AFTER TAXES (XIV-XV) (49.8)         64.2          1.7            28.6          
XX.NET PROFIT/LOSS (49.8)         64.2          1.7            28.6          
Source: BRSA Bank Only Financials
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FINANSBANK

SUMMARY FINANCIALS (US$mn)

Balance Sheet 2001 2002 2003/03 2003/06

I. Cash And Balances With The Cb 114.5        108.1        107.6        103.5
Ii. Trading Securities (Net) -              -              -              -              
Iii. Banks And Other Financial Institutions 463.6        80.3          194.0        103.3
Iv. Money Market Securities 156.0        6.0            4.8            3.3
V. Investment Sec. Available For Sale (Net)  96.3          798.9        462.8        651.9
Vi. Loans 1,059.5     1,359.5     1,521.3     1,423.3
   Loans under follow-up 155.0        132.4        108.8        110.3
   Specific provisions (-) 77.6          79.2          66.5          69.5
Vii. Factoring Receivables -              -              -              -              
Viii. Investment Sec. Held To Maturity (Net) 901.5        656.8        727.6        624.3
Ix. Investments And Associates (Net)  0.1            -              -              -              
X. Subsidiaries (Net) 229.5        250.9        251.4        212.6
Xi. Other Investments (Net)  -              -              -              -              
Xii. Finance Lease Receivables (Net) -              -              -              -              
Xiii. Reserve Deposits 166.1        208.8        200.0        176.1
Xiv. Miscellaneous Receivables 9.1            21.8          13.2          5.9
Xv. Accrued Interest And Income Receivable 194.0        235.8        253.4        148.5
Xvi. Property And Equipment (Net) 95.0          84.4          81.2          77.9
Xvii. Intangible Assets [Net] 8.0            13.9          13.0          13.2
Xviii. Other Assets 33.1          37.8          36.2          12.6

Total Assets 3,526.3     3,863.1     3,866.6     3,556.5

I. Deposits 2,506.2     2,868.5     2,575.8     2,426.5
   Bank deposits 534.3        524.0        550.5        500.2
   Saving deposits 415.9        381.7        331.8        325.7
   Public sector deposits 21.9          27.6          29.9          59.3
   Commercial deposits 125.1        141.6        101.7        79.5
   Other institutions deposits 3.0            41.6          28.4          41.4
   Foreign currency deposits 1,387.2     1,752.1     1,533.5     1,420.3
   Precious metals vault accounts 18.8          -              -              -              
Ii. Interbank Money Market -              38.5          63.9          116.4
Iii. Funds Borrowed 594.8        402.2        635.8        387.5
Iv. Marketable Securities Issued (Net)  -              -              -              -              
V. Funds -              -              -              -              
Vi. Miscellaneous Payables 28.5          49.3          66.8          56.9
Vii. Other External Resources 45.1          31.3          48.8          65.5
Viii. Taxes And Other Duties Payable 11.2          9.3            8.8            9.0
Ix. Factoring Payables -              -              -              -              
X. Finance Leasing Payables (Net) 6.0            3.8            3.4            2.4
Xi. Accrued Interest And Expenses Payable 40.1          27.0          24.8          25.6
Xii. Provisions 15.2          13.6          24.9          24.7
Xiii. Subordinated Loans -              -              -              -              
Xiv. Minority Interest -              -              -              -              
Xv. Shareholders' Equity 279.2        419.6        413.6        441.9

TOTAL LIABILITIES 3,526.3     3,863.1     3,866.6     3,556.5
Source: BRSA Bank Only Financials

Inf. Adj. BRSA GAAP
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FINANSBANK
Income Statement 2001 2002 2003/03 2003/06
I. INTEREST INCOME 1,500.5     754.7        150.0        249.7        
1.1.Interest on loans 519.6        280.6        62.3          119.9        
1.1.1.Interest on TL loans 441.5        203.0        43.5          86.3          
1.1.2.Interest on foreign currency loans 75.5          70.3          16.6          30.6          
1.1.3.Interest on loans under follow-up 2.6            7.3            2.2            3.0            
1.1.4.Premiums rec. from Resource Ut. Sup. Fund -              -              -              -              
1.2.Interest received from reserve deposits 2.6            9.0            2.4            4.5            
1.3.Interest received from banks 396.4        30.0          4.9            7.7            
1.3.1.The Central Bank of  Turkey 23.7          1.2            0.2            0.6            
1.3.2.Domestic banks 279.5        13.1          0.2            0.3            
1.3.3.Foreign banks 93.2          15.7          4.5            6.8            
1.4.Interest received from  money m. transactions 131.3        27.4          0.6            0.9            
1.5.Interest received from marketable sec. portfolio 450.3        407.7        79.8          116.5        
1.5.1.Trading securities -              155.0        31.7          -              
1.5.2.Available-for-sale securities 450.3        252.5        48.1          59.6          
1.5.3.Held to maturity securities -              0.3            -              57.0          
1.6.Other interest income 0.3            -              0.1            0.2            
II. INTEREST EXPENSE 710.8        388.5        83.0          175.6        
2.1.Interest on deposits 570.6        337.7        72.1          140.6        
2.1.1.Bank deposits 282.0        35.7          10.9          26.1          
2.1.2.Saving deposits 137.7        207.3        32.9          63.5          
2.1.3.Public sector deposits 0.5            0.6            0.2            1.0            
2.1.4.Commercial deposits 35.9          34.1          13.6          22.3          
2.1.5.Other institutions deposits 2.9            4.2            0.7            1.0            
2.1.6.Foreign currency deposits 110.7        55.3          13.7          26.7          
2.1.7.Precious metals vault accounts 0.9            0.4            -              -              
2.2.Interest on money market transactions 9.5            18.0          3.7            21.2          
2.3.Interest on funds borrowed 128.4        32.2          7.2            13.4          
2.3.1.The Central Bank of  Turkey -              -              -              -              
2.3.2.Domestic banks 5.6            5.7            1.4            2.8            
2.3.3.Foreign banks 122.8        26.6          5.8            10.6          
2.3.4.Other financial institutions -              -              -              -              
2.4.Interest on securities issued -              -              -              -              
2.5.Other interest expense 2.2            0.6            0.1            0.4            
III. NET INTEREST INCOME  (I - II) 789.7        366.2        67.0          74.1          
IV. NET FEES AND COMMISSIONS INCOME 40.7          91.5          18.3          34.9          
4.1.Fees and commissions received 71.4          114.1        23.5          46.3          
4.1.1.Cash loans 8.4            41.3          3.2            6.2            
4.1.2.Non-cash loans 24.0          21.5          5.4            9.2            
4.1.3.Other 39.1          51.3          14.9          31.0          
4.2.Fees and commissions paid 30.7          22.6          5.2            11.5          
4.2.1.Cash loans -              -              0.0            0.0            
4.2.2.Non-cash loans 0.0            0.0            0.0            0.0            
4.2.3.Other 30.7          22.6          5.2            11.5          
V. DIVIDEND INCOME -              0.1            -              -              
5.1.Trading securities -              -              -              -              
5.2.Available-for-sale securities -              0.1            -              -              
VI. NET TRADING INCOME (931.6)       (113.4)       (15.9)         101.6        
6.1.Profit/losses on trading account securities (Net) (24.0)         -              -              -              
6.2.Foreign exchange gains/losses (Net) (907.6)       (113.4)       (15.9)         101.6        
VII. PROFIT/LOSS FROM HELD TO MATURITY M. S. -              5.1            (1.5)           7.6            
VIII. OTHER OPERATING INCOME 125.6        19.8          6.7            20.4          
IX. TOTAL OPERATING INCOME (III+IV+V+VI+VII+VIII) 24.4          369.3        74.6          238.6        
X. PROVISION FOR LOAN LOSSES OR OTHER REC. (-) 116.4        35.8          11.9          21.2          
XI. OTHER OPERATING EXPENSES (-) 191.6        155.1        41.3          151.9        
XII. NET OPERATING INCOME (IX-X-XI) (283.6)       178.3        21.4          65.5          
XIII. PROFIT/LOSSES FROM ASSOCIATES AND SUBS. 90.2          9.3            19.0          19.5          
XIX. NET MONETARY PROFIT/LOSS (144.2)       (51.4)         (16.5)         (14.3)         
XIV. INCOME BEFORE TAXES (XII+XIII) (337.6)       136.2        23.9          70.7          
XV. PROVISION FOR TAXES ON INCOME (-) (13.4)         (11.6)         10.9          30.3          
XVI. NET OPERATING  INC./EXP. AFTER TAXES (XIV-XV) (324.3)       147.7        12.9          40.4          
XX.NET PROFIT/LOSS (324.3)       147.7        12.9          40.4          
Source: BRSA Bank Only Financials
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TEB

SUMMARY FINANCIALS (US$mn)

Balance Sheet 2001 2002 2003/03 2003/06

I. Cash And Balances With The Cb 131.7        336.7        230.6        307.4
Ii. Trading Securities (Net) 9.6            21.9          25.1          57.6
Iii. Banks And Other Financial Institutions 196.8        256.6        160.0        215.4
Iv. Money Market Securities 527.6        318.3        242.5        171.6
V. Investment Sec. Available For Sale (Net)  -              13.2          30.7          20.4
Vi. Loans 465.5        628.7        612.4        626.6
   Loans under follow-up 17.8          15.8          13.9          14.2
   Specific provisions (-) 5.4            12.0          10.4          10.6
Vii. Factoring Receivables -              -              -              -              
Viii. Investment Sec. Held To Maturity (Net) 68.0          28.7          26.9          27.0
Ix. Investments And Associates (Net)  3.6            4.4            4.4            4.3
X. Subsidiaries (Net) 70.6          79.3          85.9          81.0
Xi. Other Investments (Net)  -              -              -              -              
Xii. Finance Lease Receivables (Net) -              -              -              -              
Xiii. Reserve Deposits 103.2        103.4        94.5          86.4
Xiv. Miscellaneous Receivables 0.3            0.2            1.5            0.6
Xv. Accrued Interest And Income Receivable 25.5          21.5          21.4          22.8
Xvi. Property And Equipment (Net) 26.3          29.2          28.2          28.1
Xvii. Intangible Assets [Net] 1.8            2.3            2.3            2.5
Xviii. Other Assets 15.3          16.2          19.3          14.8

Total Assets 1,645.9     1,860.8     1,585.7     1,666.6

I. Deposits 1,091.1     1,326.3     1,057.9     1,100.2
   Bank deposits 18.5          47.0          34.9          52.1
   Saving deposits 102.6        128.2        115.2        131.4
   Public sector deposits 0.1            0.0            7.9            7.6
   Commercial deposits 95.8          111.1        73.3          83.9
   Other institutions deposits 0.8            26.0          22.9          31.5
   Foreign currency deposits 862.1        996.2        792.6        787.2
   Precious metals vault accounts 11.2          17.6          11.1          6.6
Ii. Interbank Money Market -              17.9          8.1            15.4
Iii. Funds Borrowed 269.7        206.2        199.4        210.7
Iv. Marketable Securities Issued (Net)  -              -              -              -              
V. Funds -              -              -              -              
Vi. Miscellaneous Payables 33.6          27.8          31.5          28.1
Vii. Other External Resources 27.3          19.8          30.0          39.7
Viii. Taxes And Other Duties Payable 5.2            4.7            5.2            6.5
Ix. Factoring Payables -              -              -              -              
X. Finance Leasing Payables (Net) 2.8            5.3            4.5            4.2
Xi. Accrued Interest And Expenses Payable 12.7          11.7          15.7          25.2
Xii. Provisions 17.5          21.3          23.2          18.4
Xiii. Subordinated Loans -              19.3          17.8          14.9
Xiv. Minority Interest -              -              -              -              
Xv. Shareholders' Equity 185.9        200.6        192.4        203.4

TOTAL LIABILITIES 1,645.9     1,860.8     1,585.7     1,666.6
Source: BRSA Bank Only Financials

Inf. Adj. BRSA GAAP
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TEB
Income Statement 2001 2002 2003/03 2003/06
I. INTEREST INCOME 369.8        255.5        60.1          112.4        
1.1.Interest on loans 153.1        125.3        29.8          57.9          
1.1.1.Interest on TL loans 119.1        103.8        25.0          48.8          
1.1.2.Interest on foreign currency loans 34.0          20.9          4.8            9.0            
1.1.3.Interest on loans under follow-up 0.1            0.5            0.1            0.1            
1.1.4.Premiums rec. from Resource Ut. Sup. Fund -              -              -              -              
1.2.Interest received from reserve deposits 1.1            3.3            1.1            2.0            
1.3.Interest received from banks 57.4          13.7          4.9            9.7            
1.3.1.The Central Bank of  Turkey 1.8            0.0            -              -              
1.3.2.Domestic banks 33.5          9.0            3.6            7.3            
1.3.3.Foreign banks 22.2          4.6            1.3            2.3            
1.4.Interest received from  money m. transactions 99.1          67.3          19.9          33.9          
1.5.Interest received from marketable sec. portfolio 57.6          45.5          4.4            8.8            
1.5.1.Trading securities 57.6          19.6          0.7            1.6            
1.5.2.Available-for-sale securities -              0.6            0.5            0.6            
1.5.3.Held to maturity securities -              25.3          3.2            6.7            
1.6.Other interest income 1.4            0.4            0.1            0.1            
II. INTEREST EXPENSE 288.2        134.0        28.1          65.3          
2.1.Interest on deposits 206.5        86.9          22.0          44.2          
2.1.1.Bank deposits 15.8          6.6            1.7            3.6            
2.1.2.Saving deposits 65.2          57.2          11.7          23.7          
2.1.3.Public sector deposits -              0.0            -              -              
2.1.4.Commercial deposits 56.4          7.6            4.7            8.7            
2.1.5.Other institutions deposits 0.6            0.1            0.1            0.1            
2.1.6.Foreign currency deposits 68.3          15.2          3.7            8.0            
2.1.7.Precious metals vault accounts 0.3            0.1            0.0            0.1            
2.2.Interest on money market transactions 0.5            0.0            -              -              
2.3.Interest on funds borrowed 79.9          23.4          3.2            6.3            
2.3.1.The Central Bank of  Turkey -              -              -              -              
2.3.2.Domestic banks 5.7            5.9            1.5            3.0            
2.3.3.Foreign banks 54.3          17.1          1.8            3.3            
2.3.4.Other financial institutions 19.8          0.4            -              -              
2.4.Interest on securities issued -              -              -              -              
2.5.Other interest expense 1.4            23.6          2.9            14.8          
III. NET INTEREST INCOME  (I - II) 81.6          121.4        32.1          47.1          
IV. NET FEES AND COMMISSIONS INCOME 11.4          13.0          3.4            6.5            
4.1.Fees and commissions received 23.3          22.8          6.1            11.7          
4.1.1.Cash loans 3.6            2.0            0.7            1.3            
4.1.2.Non-cash loans 6.3            5.7            1.6            3.2            
4.1.3.Other 13.3          15.0          3.8            7.2            
4.2.Fees and commissions paid 11.9          9.7            2.7            5.2            
4.2.1.Cash loans 3.5            1.4            0.5            0.9            
4.2.2.Non-cash loans 0.1            0.0            0.0            0.0            
4.2.3.Other 8.4            8.3            2.2            4.3            
V. DIVIDEND INCOME -              -              -              -              
5.1.Trading securities -              -              -              -              
5.2.Available-for-sale securities -              -              -              -              
VI. NET TRADING INCOME 41.7          15.6          (3.5)           14.7          
6.1.Profit/losses on trading account securities (Net) 14.5          14.7          1.3            8.9            
6.2.Foreign exchange gains/losses (Net) 27.2          0.9            (4.8)           5.7            
VII. PROFIT/LOSS FROM HELD TO MATURITY M. S. -              -              -              -              
VIII. OTHER OPERATING INCOME 11.0          9.4            3.4            5.9            
IX. TOTAL OPERATING INCOME (III+IV+V+VI+VII+VIII) 145.7        159.5        35.5          74.1          
X. PROVISION FOR LOAN LOSSES OR OTHER REC. (-) 9.3            12.4          1.0            1.7            
XI. OTHER OPERATING EXPENSES (-) 94.4          88.8          20.9          41.3          
XII. NET OPERATING INCOME (IX-X-XI) 41.9          58.3          13.5          31.1          
XIII. PROFIT/LOSSES FROM ASSOCIATES AND SUBS. 23.7          5.4            8.1            8.2            
XIX. NET MONETARY PROFIT/LOSS (72.7)         (32.3)         (14.8)         (14.2)         
XIV. INCOME BEFORE TAXES (XII+XIII) (7.0)           31.4          6.9            25.2          
XV. PROVISION FOR TAXES ON INCOME (-) 6.6            16.9          3.9            11.0          
XVI. NET OPERATING  INC./EXP. AFTER TAXES (XIV-XV) (13.6)         14.5          3.1            14.2          
XX.NET PROFIT/LOSS (13.6)         14.5          3.1            14.2          
Source: BRSA Bank Only Financials
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Comparative Financial Indicators 

US$mn 2Q03 DISBA FINBN TEBNK

Main Figures
Assets 2,616 3,556 1,667
Loans 929 1,382 623
Trading Securities 334 0 58
Investment Securities 452 1,276 47
Deposits 1,431 2,427 1,100
Sh. Eq. 474 442 202
Free Capital 164 97 82
Profit 29 40 14

QoQ Change
Assets 13.4% 9.6% 25.3%
Loans 23.8% 11.4% 21.9%
Trading Securities 14.2% 173.6%
Investment Securities 21.3% 27.8% -1.9%
Deposits 14.0% 12.3% 23.9%
Sh. Eq. 34.6% 27.3% 26.0%

Ratios
CAR 15.8% 12.2% 15.0%
Free Capital/Assets 6.3% 2.7% 4.9%
IEA/IBL 111% 100% 89%
NPL Ratio 6.3% 7.4% 2.2%
NPL Coverage 78% 63% 74%
Cost/Income (Excl. Extraordinary Items) 56% 59% 50%
NI Spread 5.3% 10.4% 10.4%
NI Margin 7.4% 8.9% 10.7%
ROE (trailing 4-Q) 14% 17% 11%
Liquidity Ratio (excluding securities) 13% 6% 42%
Maturity Gap 2002 (months) 2.9 7.9 -0.4
Securities/Assets 30% 36% 6%
Loans/Assets 36% 39% 37%
Deposits/Assets 55% 68% 66%
100 Cash Loan Clients/Total Loans 2002 61.0% 68.0% 51.6%
Consumer Loans/Loans 15% 11% 4%
Export Loans/Loans 34% 15% 51%
Group Deposits/Total Deposits 8% 14% 11%
Related Party Loans-Related Party Deposits 40 -337 -120
Demand Deposits/Total Deposits 23% 15% 31%

Valuation
Simple P/B 2003 0.38 0.58 0.46
Simple P/B 2004 0.34 0.48 0.40
Fully Adjusted P/B 2003 (Core Banking Operations) 0.35 0.58 0.43
Fully Adjusted P/B 2004 (Core Banking Operations) 0.29 0.48 0.35
Source: Bank Financials, Ak Securities Estimates
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