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INTRODUCTION

This work is about Central Banking and Turkish Bank. Banks are :financial

service fırıns producing and selling professional management of the publics funds as

well as performing many other roles in the economy. Their success hinges on their

ability to identify the :financial services efficiently, and sell them at a competitive price.

First servise o:ffered by banks was currency exchange, and later bankers began

discounting commercial notes, o:ffering savings deposits, safekeeping ofvaluables

supporting government activities with credit, and o:ffering checking accounts.

At the end ofthese services ofbanks have development more recently. these are

grenting consumer loans :financial advising, cash management o:ffering equipment

leasing, making venture capitalloans selling insurance services and others.

T.R.N.C. banking system has two main parts on-shore and off-shore Banks.

Cyprus island geographic place is the free-zone.

Our work Turkish Bank is the part Commercial Banks of On-Shore Banking .

This work has five main parts . In these parts I try give you informations about

Banking, Turkısh Bank , Centarl Banks and ete.

Banking is the :first part of my project , and give little informations about parts

oftuypes ofbanking ( For example; central banks, commercial banks).

In the second part I try to give you informations about T.R.N.C. Banks and

Banking T.R.N.C.

Turkish Bank is the third part ofmy work; I try give you report's about the year

. For example; it's balance sheet, accounts and others like this.
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I. THE TERM OF BANKING

The business ofbanking consist in essence of accepting money on deposit

from one group of people who may wont it back on demand or at very short notice and

lending it out to other people for longer periods.

Banks create short-term , highly liquid liabilities by accepting demand and

time deposits ; they then use them to buy longer term , less liquid assets. As a

consequence , banks have potential liquidity problem . Their liabilities are more liquid

than are their assets.

There are various theories about how banks should solve their liquidity

problem. The commercial loan theory is that banks can solve their liquidity problem by

making only short-term , selfliquidating loons that are secured by goods in the process

ofproduction or goods in transit. There are two flaws in this theory. a) No loan is

truly automatically self-liquidating , because there may not be a market for the goods

produced and b) such a policy entails automaticdestabilizing changes in credit levels,

because total liquidity automaticlly increases during periods of inflation and contracts

during periods of recession.

Another theory ofhow banks can solve their liqudity problem is the

shiftasbility theory. This theroy is that banks should purchase assets that are highly

liquid. It follows that both bank assets and bank liabilities will than be highly liquid.

Tlıe problem with this theory is that the the entire :financial system cannot

simultaneously increase its liquidity ; a third party such as a central bank is required to

increase liquidity for the empire :financial community in times of :financial crisis.

A third theory about how banks can resolve liquidity problems is tjhe

asnticipated income theory . This theory is that banks will have su:fficient liquidity even

ifthey make long term loans, as long as those loans are repaid in a series of

installement that provide banks with predictable inflows of funds . Moreover these

long-term loans can be sold in secondary markets to meet liquidity problems.

There are six di:ffenrent bank types in banking system; Central Banks ,

Commercial Bank , Aqricultural Banks , Investimnt Bank , Off-shore Banks and

Banks.
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1.1 TYPES OF BANKING SYSTEM

1.1.1.CENTRAL BANK

The principal duty of a central bank is to exercise control ofthe monetary

system, an behalf of and under the control of the goverment , to change this duty it has

four main areas of responsibility:

../ Banker to the goverment including where apropriate, the raising ofloans to

:finance goverment expenditure .

../ Banker to the banking system enabling banks to make settlements between each

other acting as' lender oflast resort 'to the other banks to provide a measure of

stability to the system asa whole .

../ Control ofthe money suypply including the issue ofnotes and coin .

../ Control ofthe national debt.

1.1.2. COMMERCIAL BANK

Commerical banks looks like private businesses , aim to maximize the long term

profits ofthe firms owners bank profits are delivered principally from interest income

earned on lending operatons retrictions, many ofwhich are unique to commercial

banking.

The balance sheet of a commercial bank is a statement showing what the

business owns , what it owes to creditors , and what the owners have invested as ofa

givendate.

1.1.3. AGRICUL TURAL BANKS

Agricultural banks helps farmers to take credits that produce their products

better. Because agricultural production is different to the commercial and industurial

production and farmers need credits.
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1.1.4. INVESTIMENT BANKS

Investment Banks dominates direct financial markets as commercial banks ,

and the intermediation market. Investment banks major business activities are bringing

new securities issues to market and making secondary markets for those securities as

brokers and dealers. In addition , investment banks engage in private placements and do

merger and acquision work, real estate broker age , and :financialconsulting.

1.1.5.0FF-SHORE BANKING

Off-shore banking is the banks that worked for non-resident clients , take funds

in off-shore :financialcenters to foreign countries. Investors ofthese banks are;

intemational center regional centers and booking centers.

1.1.6. VILLAGE BANKING

Village banking looks like agricultural banking. It clients are shopkeepers and

T.R.N.C BANKING SYSTEM

".1 BANKS iN T.R.N.C.

T.R.N.C. banking system has two different bank types. these are on-shore

ing and off-shore Banking. cyprus geographic place is the reason of this.

Cyprus .island is in the FreeZone. :freezone is the independent part of some

tries. these regions are independent for economic and tariff procedures and near to

international harbours and airports. we divided it for two parts: open FreeZone and

sed FreeZones. In order to this off-store Banks are part to the Cyprus Banking
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Comm.erical banks, Agricultural banks, investment bank and village banks are

parts ofthe on-storebanking,

These two tables shows us on-shore banks and off-shore Banks in T.R.N.C.

ON-SHORE BANKS

T.C. Ziraat Bankası

Turkish Bank L.T.D.

Turkiye İş Bankası A.Ş

Cyprus Turkish Cooperative Central Bank L.T.D

Cyprus Credit Bank L.T.D

Türkiye Halk Bankası AŞ

Cyprus Vakıflar Bank L.T.D

Limasol Turkish Cooperative Bank L.T.D

Cyprus Commerical Bank L.T.D

Industrial Bank of Kıbrıs L.T.D

Faisal Islamic Bank of Kıbrıs L.T.D

Asbank L.T.D

Mediterianen Guarantee Bank L.T.D

Cyprus Economy Bank L.T.D

Cyprus Investment Bank L.T.D

Cyprus Liberal Bank L.T.D

Rumeli Bank L.T.D

Cyprus Eurobank L.T.D

Artanı bank L.T.D (Formely Finba Financial Bank L.T.D)

Everest Bank L.T .D

Home and overseas Bank L.T.D

Deniz Bank L.T.D

Kıbrıs Yurt Bank L.T.D

Kıbrıs Altınbaş Bank L.T.D

Near East Bank L.T.D

dBankL.T.D
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Cyprus Finance Bank L.T.D

Hamza Bank L.T.D

Erbank L.T .D

Akfinans Bank L.T.D

Yeşilada Bank L.T.D

Kıbrıs Continental Bank L.T.D

Viya Bank L.T.D

Universal Bank L.T .D

Asia Bank L.T.D

Demirbank Turk Anonim Şirketi

Tilmobank L.T.D

OFF-SHORE BANKS
East Mediterranean Trust Bank off-shore L.T.D

The European Business Bank L.T.D

The European Commerce Bank L.T.D

The Euro Textile Bank L.T.D

Cyprus United Trade and Investmend Bank L.T.D

Atlas Bank off-shore L.T.D

Imar Bank off-shore L.T .D

Pasifik Bank off-shore L.T.D

Özbank off-shore L.T.D

Alliance Investment Bank Off-shore L:T.D

Oki Bank Off-shore L.T .D

Mediterranean Union Bank L.T .D

World VakıfOff-shore BANKING L.T.D

Optima Bank L.T.D

Northern Island Off-shore Bank L.T.D

Cyprus Islamic Bank L.T.D

Facto Bank L.T.D
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First Merchant Bank L.T.D

Şeker Bank Off-shore L.T.D

Toprak Bank Off-shore L.T.D

Cleveland Off-shore Bank L.T.D

Bank Turquoise Off-shore L.T .D

Adabank Off-shore L.T.D

Golden Union Off-shore Bank L.T.D

Trade Deposit Off-shore Bank L.T.D

Overseas Bank O:ff-shore L.T.D

Sovereign Gold Depository Bank Off-shore L.T.D

Unibank Off-shore L.T.D

Cyprus Trade Development Bank Off-shore L.T.D

Metropolitan investment Bank Off-shore L.T.D

Martima Off-shore Bank L.T.D

Yaşarbank Foreign Trade Off-shore L.T.D

EGS Bank Off-shore L.T .D

Technical Export Import Bank Off-shore L.T.D

Southtan Off-shore Bank L.T.D

Bank 2000 Off-shore L.T.D

Renfrew Security Band and Trust Off-shore L.T.D

Excess Bank Off-shore L.T.D

Dinamic Bank Off-shore L.T .D

Yurt Security Off-shore L.T.D

Bank Girişim Off-shore L.T .D

Prudential Off-shore L.T.D

Cey Off-shore Bank L.T.D
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2.2 CENTRAL BANK iN T.R.N.C

2.2.1 FUTURE OF THE CENTRAL BANK iN THE T.R.N.C

After 1974 one ofthe problems ofthe newly established state Cyprus found (CYP)

have been used for about two years and later Turkish Lira (TL) started to use. Between

years 1974-1984, Lefkoşa branch ofT.C Ziraat Bank was functioned asa Central Bank.

In the 16th May 1983 the law of Central Bank ofthe T.R.N.C first came into operation

and in the 6th June 1984 the bank opened its doors to the public. The need to render the

Bank more effective in the performance of its functions lead to the preperation ofa new

law, it came into operation on the 26th June 1987.

2.2.2 OBJECT, POWERS AND DUTIES OF THE T.R.N.C CENTRAL BANK

The object ofthe Central Bank to implement money creadit policies and requlate the

banking system in accordance with development plans and annual programms with a

view to assuting economic development.

Duties ofthe T.R.N.C's Central are;

1) * To do all necessary acts for realization ofthemain object specified and the

requlation and control ofthe monetary and banking system ofthe republic.

* Having in mind economic to conditions to fulfill all acts necessarilyundertaken by

control Banks and
* To central banks, cooperative banks and other institutions established for the purpose

of giving credit.

2) Subject to the operation ofthe provisions of para above the powers ofthe Bank are;

../ To requlate the volume ofmoney and credit.
../ To requlate international reserves ofthe Rebublic and to administer same;

../ To act as financialand economic advisor ofthe state by expressing views an

matters that may be referred to it by the Council ofMinisters in relation to

policy on money and credit.
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../ In intemational relations of :financialagent ofthe states;

../ To act as banker ofthe state and also as banker and :financialagent ofbanks that

may so wish.

2.3. INTEREST DIFFERENTIAL FUND
The establishment of an Intertest Differential Fund within the body of the

Central Bank ofthe TRNC for the purpose offacilitating implementation ofpreferential

interest rate application as regard credits falling into subject matter or petaining to

sectors earmarket for encouragement, was provided for under section 23 ofthe Central

Bank ofthe TRNC Law No. 35/1987. Inaccordance with article 7 ofthe Interest

Differential Fund Regulations issued under section 53 ofthe Law the sources ofthe

Fund are the following:

Provision for this purpose in the State Budget

Specific amounts set aside in the Bank Budget in lieu of interest on Treasury funds

lodged with the Bank.
Out of the maximum rate of interest charged on all kinds of cash credits (excluding

controlled credits ) given by banks , cooperative banks and other establisments set up

under the laws ofthe Rebuplic , interest differential at the rate ofthree points and in

the case of foreign currency credits at the rate of Y2 point collected and logged into the

Interest DifferentialFund opened with the Bank.
Overdue interest at the rate of%8 per month and in the case offoreign currency credits

at the rate of%1 per month where interest refunds are not lodged on time or in full, and

Contributionas by the State ofthe Republic ofTurkey.

Under article 5 ofRegulations the rates ofinterest refund according to types of credit

are as follows:
Agriculture (in kind)

Animalllusbandary

Tourism Operation

Tourism Investiment

50%

41 %

24%

31 %
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Industrial Operation

Industrial Investment

Export Credits

24%

31 %

31 %

Ofcourse it is not possible to avail oneselfboth of the Central Bank Rediscount

source and ofthe Interest DifferentialFund in respect ofthe same credit.
Thus , interest refund implementionhas enabled banks to give controlled credits

to chosen secrors from their own resources in addition to discounting facilitiesafforded

by our Bank in respect of short term bills and documents presented by bank or advances

made to public corporations or institutions within the framework.
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2.4 BANKS AND THE ECONOMY

2.4.1. BANKS ROLE iN THE ECONOMY

While nıany people believe that bank play only a narrow role ın the economy (taking

deposits and making loans) the modem bank has had to adapt new roles ın rder to

reman compatitive and responsive to public needs. Bankings principal roles today are

as follows.

Intermadiation role : Transforming saving received primarly from house holders

into credit (loans) for business :firms and others in order to make investment in new

buildings,equipment and other capital goods.

Paynıant role: carrying out payment for goods and services on behol oftheir

custemers.

Gruntar role : standing bend their customers to pay all customers debits when

those custemers are unable to pay.

Agency role : Acting beholf of customers to nıanege and protect their property

or issue and redeem their securities.

Policiy Role : serving as a conbürt for government policy in attempting to

requlete the growth of the economy and pursue social goals.

2.4.2. BANKING SECTOR CRISES

Now T.R.N.C's banking sector have a crises wich the hundreds ofbanks and

other depository institions failing in United States, Europe and Asia,there as been great

concem over the future ofthe banking industry.

2.4.2.1. THE REASONS FOR THE CRISES iN THE BANKING SECTOR:

--Low capital requirement asa result establishment oftoo nıany small and :financially

weak banks.

--Falling interest rates starting in turkeyand bank in merturn cyprus not being able to

eam interest on the deposits they were geting from depositors.

=Most ofthe banks in the TRNC using the deposited money to give loans to their own

companics and as a result tacing difficulties in paying it back
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--Panic among people that caused probleıns even to non-problemetic banks. Because

bank use the money that they get as loans and if people demand their money in a short

notice ,it is not possible for the banks to pay it back right away. in other words banks

den not told the money they get in cash form because it doesn't eam then any pro:fit in

this way.

3. TURKISH BANK

Turkish Bank was ebtablished in 1901. in 1998 it has 30 branches and 578 workers. 12

branches are in T.R.N.C, 15 branches are in.Turkey and three ofthese branches are in

UK. Its shareholds funds is 8.589 billion Turkish Liras. (Page 30-31 Graph)

in spite ofthe global economic crises, in theJ998 performance ofthe group has been

satisfactory .. Group policies to achieve depösit holder security and maintain high

liquidity have been successfully implemented.

When we look to the table; in 1998 profits before taxes increased by %90 to 1.450

billion Turkish Lira. Deposits have exceeded 102 trillion TL. Total shareholders funds

have reached 8.588 billion TL., anda capital adequacy ratio of%17.75 was achieved

for exceeding the standard of%8.
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ADVANCES
( Bmion TL)

1994 1995 1996 1997 1998

DEPOSITS
( Billion TL)

TOTAL ASSETS
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1994 1995 1996 1997
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SHAREHOLDERS' FUNDS
( Billion TL)
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3.1 NOTES ABOUT TURKISH BANK

Turkish Bank accept the ınoney deposited by individuals, business and goverınental

units.
Turkish Bank and other modem banks create ınoney and they create credit as well.

Exactly how does it occur?
First, ınoney is siınply a ınediuın of exchange an object or data iteın that is readily

accepted by sellers in payınent for the goods and the services.

When and how do Turkish Bank create chechbook forms of ınoney. It happens two

ways. First, when a custoıner is granted .a credit, he or she will sign a proınissary note

and recieve, in tırn, a banks deınand deposit (Checking account). The customars

proınissary note is not money; it can not be used to buy goods and services. But a

Turkish Banks deınand deposit is money and can readily be spent almost anywhere.

Thus in granting doans, Turkish Bank create money as well by setting up a spendable

deposit in the name ofthe borrower.

Second, the entire system of Turkish Bank also creates money as the deposits generated

by lending flow :frombank to bank, giving then deposits :fromwhich to create loans as

well.

3.1.1 NOTES TO THE ACCOUNT

Principal accounting policies:

a. Accounting convention:
I) Accounts have been prepared under the historical cost convention and in accordance

with Companies Act Chapter 113, banking and tax law and regulations; with the

exception of accounting standard dealing with the effects of inflation, generally

accepted accounting standards have been taken in to consideration in the preparation of

these accounts. Certain fixed assets and investments have been revalued in accordance

with the Revaluation Law or by independent values.

ii) The consolidated accounts ofthe group comprise the accounts ofthe bank and its

subsidiaries for the year ended 31 December 1998.
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b. Interests and fee Incoıne:

Interest incoıne is recognized in the profit and loss account as it accrues and fee incoıne

is recognized when receivable.

c. Foreign currency translation:

Transactions in foreign currencies are recorded at the rate ruling at the date ofthe

transaction. Group assets and liabilities in foreign currencies and the results of the

oversea subsidiary companies have been translated at the rates of exchange ruling at 31

Deceınber 1998. Bank's 'Statutory Deposit' account amounting to Cfl,122,500. - And

held with The Central Bank of Cyprus has been translated to Turkish Lira at the o:fficial

exchange rate ruling at 31 December 1998 being 1 Cyprus Pound is equal to 613,500

Turkish.Liras; fu1l provision has been made for this account.

d. Securities portfolio:

Government and public sector securities, and shares have been shown at cost less any

diminution in their value. Debt securities are · shown at their maturity value plus any

unmerited premium or less any unmerited discount on their purchase.

Principal accounting policies (continued):

e) Advances:

Advances and other accounts are stated a:fter deduction of provisions for had and

doubtful debts.

f) Investment in subsidiarycompanies:
Investınents in subsidiarycompanies are stated in the balance sheet ofthe bank at its

share of net tangible assets ofthese companies. Increase in the value, including

unrealized exchange gains; of net tangible assets of oversea subsidiary companies have

been dealt through the special reserve account. (Note 1 le)

18



g) Fixed assets:
(I) Fixed assets of the parent company: Bank's :freehold properties are stated in the

balance sheet at valuations carried out on 31 December, 1998 by professionally

qualified independent value on the hasis of open market values for existing use.

Installations and equipment ofthe bank are shown at valuations calculated in

accordance with the Revaluation Law. Freehold properties, which are revalued

annually, are not depreciated. Other fixed assets are depreciated on reducing balance

hasis over their estimated useful lives at annual rates ranging :from %10 to %20.

(ii) Fixed assets of oversea subsidiary Turkish Bank AŞ. and Turkish Mankul Değerler

AŞ.:
Freehold property belonging to Turkish Bank AŞ. is stated in the Balance Sheet at

valuation carried out on 31 December 1998 by professionally qualified independent

value on the hasis ofopen market value for existing use. Value ofthe fixed assets other

than :freehold property have been increased by official revaluation index of77.80% for

the year 1998 after making similar adjustment 'to accumulated depreciation.

Depreciation on :freehold properties are prövided at the annual rate of2% on cost and

the other fixed assets are depreciated at the arin.11al rate of 20% on their revalued values.

(iii) Fixed assets of oversea subsidiary Turkish Bank (UK) Limited: Fixed assets are

stated at cost. Depreciation is provided on all tangible fixed assets, except freehold land

ona straight line hasis over their estimated useful lives. Freehold buildings are

depreciated at the annual rate of2% and the other fixed assets are depreciated at annual

rates ranging :from 5% to 20%.

1. Principal accounting policies ( continued ):

h. Deferred taxation:
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Deferred taxation is provided on the liability method on ali tiıning, differencesto the '\,,.,.,

extent that they are expected to reverse in the future without being replaced, calculated~-.:_,_, _
at the rate at which it is estimated that tax will be payable.

ı. Leasing:

Rents paid under operating leases are charged to income on straight-linebasis over the

lease term.

2. Net profit before taxation:

Net Profit before taxation is stated after deducting provision for doubtful accounts,

depreciation for fixed assets and after charging the followingpayments:
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As three ıs no there ıs no ıntentıon to sell these assets.However should

These assets be be sold.the tax liability that will acrue ıs calculated below.

Bank premises and subsıdiary companies 1,141,972 . 1,065,106
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1998
TL

Milliorı.Tl

1997
TL

MilliönTL.

f:ı.töoô:,ooo cıas$· 'A'shc:1fesorrr..1Bo•·.eacı,
2,2221900,opö· cıass 'B'isbares(:ıftÇ iiBöQ·each
t;L997~iı1iô;9bö,ööbd;,ıss .•s1shares)

1,.9:80

4,ooııı:20
1,980

l,999,620

Z;DOJ,600

At the extraordinary general meeting ofthe shareholders held on 29 May 1998 the

autorised share capital ofthe bank has been increased to TL. 4,003,200,000,000 by the

issue of 1,112,000;000 class 'B' shares ofTL.1,800 each. Newly issued class 'B' shares

rank for.all purposes pari pasu with class 'B' shares already in existance.

11,o<Joıouo class 1A' .shates o.fTL·.180 each:
2.f2.2:l.;16S.12ôs class 1B' shares ;c;>fTL. :ı(SöO each
Cf997'"•ı;i±ôı{l32ı439 cifa:Ss 's•· sharesJ ·

1ttsô
:J,s,s,og1

At the extraordinary general meeting ofthe shareholders dated 29 May 1998 1 class 'B'

bonus share of nominal value of TL 1,800 was allotted for every 10 class 'A' shares
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and 1 class 'B' share of nominal value of TL 1,800 was allotted for every 1 class 'B'

share, held on 29 May 1998.

c) The board ofDirectors are authorised to deal with the issue of the unissued

1,734,975 class 'B' shares

:11.R.eserves:

saıanı::e at.:tJl.11998
öpeı-ı·ınö adJqstföe~ı:;~
Mı:ıverrreritısdur(~ğttteyear :
Profit.••retained fôr füe•••fear­
S:üfplüSqtı•fevtt!Üatıoh'
ofl'ix'~dassets· ·
speci~ffes$fvı'l-hôte .ı.t·
Reserves capitaıısed
saiances at· sı/t2/1~98

3/183/191
(f:fs;7!js)

1997

MilliôfrTL

GROUP

2,039,895
79,305

:l)i~.5;'11-3.~ 1/515;437
(2,:oo.0103SJ .. cı;ooa;ot9)

aJ$tatı.:ıtôfY ··reservE\
b)S~itpfrıs . ?.h re\faJüat((.ırj

offixe.d.assets
t)Reverııi{;';·f~şerve
•·ayproneanaıôss. actt:ı.ünt

e)Spedal re!:ıenıe..-nq:t:e··•ff
i'ötitı...

i,fl39,98Ô
~5:31'S:00
970f$99

3,~28t3.'40
1,1($Q.i,2~Ş
4,$8~,;Ei28

GROUP

1141698

1998

Milliotı TL

3,783,791
o

50,261

41'6,ı:ti()
:Z;21'7'r7'38

(2,000(03'ff) .·..
4,.Sl:JS,628

1997

MilHon TL

BANK

2,039,$95
o

126,775

380,505
;t;i36,635

...c:ı.;gn·o,.Q19)
3f7B:},7.9i

73,000

1,533,334 i,2591445 7:82,575
2]9;642 29.$/oôjj 2.S5,ÖÖÖ
4$+f229 . :ıx.;ı:10 1;443

2,3!8(90'.3 . 1}6'4~/~SS 1/f18,(l;8
1,404,888 :l,94.3,473 2,665,773
3,783;791 4)588)628 3,783,191.

GROUP

:t:1. •Cômmitment.ıs ancı contingent/lial:ı ilii:iijs :

r:ornı~ı·sı:apdbVfadıities
snd credit·.ıınes
Pretrıises:

oııetating ..··ıeases·•whieh exPifei:
Withirı oneyeat
Wifüin 2i"' $ Years
ôveı'. five y~ars

148)644
34:;S.,227
92,$,08

ıi,756,045

66,407
90,148
4,781
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3.1.2 INTEREST RATES OF BANKS iN T.R.N.C.

At the end of 1999, Turkey made new economic program. This program shows us new

power and the place ofTurkish Lira. In this program Turkish Liras will go better. In

order to this interest notes ofbanks starts to elecines. Table 1 shows us the interest of

all banks in T.R.N.C.

Turkish Bank is one of the powerful banks in Cyprus and always its deposits interest

rates are lower. But, now its interest rates. Looks like other banks interest rates.

3.2 PLACE OF TURKISH BANK iN T.R.N.C

Turkİsh Bank is the first bank in Cyprus. When we looked at it's reports we saw it's

capacity. It's workers are more than other banks, it's deposits and credits are more than

other banks. Its one of the profitable banks in Cyprus. Turkish Bank is the example of

other banks. They take of for as an example.

3.3 SWOT ANALYSIS

Strength's

*It's the first bank in T.R.N.C. banking sector

*It' s has more employer

*It has 30 branches

*It's profitable and lıquıd bank

*most of it is new workers at least graduated universities

Weaknesses:

*Employers salaries are low

*Deposited interest rates are low
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Opportinities:

*It has 30 branches and more customer

*It's branches are in Turkey and U.K

Threats:

*T.R.N.C banking system has 39 banks. In order to this Turkish bank has more

competitions

*Cyprus Economy is very bad.

*Banking crises and peoples are concerning if their bank will dying
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4 CONCLUSION

There are six main bank types central banks, agricultural banks commercial bank's

village bank's investment bank's and off-shore bank's.

Cyprus Banking system has use ofthese items. Central bank'sagriculturalbanks

commercial bank's villagebank's investment bank's and off-shore bank's. Central bank's

commericalbank's and agricultural banks are part's oftwo on-shore bank's

Cyprus islandgeograpfic place is the reason of this because cyprus island is in the

freezone. bigpartofthe countries that worked in :freezonesare economies are low and

these countries.arenot developed.T.R.N.C. is the example ofthese :freezones.off-shore

banking helps these countries development.

These countries lows are elastic. off-shore banking is not to be effective in T.R.N.C.

banking system. T.R.N.C. banking system has 84 banks in cyprus. 39 of these banks are

on-shore and 45 ofthese banks are off-shore. 5 ofthese banks (on-shore) were In order

to this T.R.N.C. banking sector starts to olecnes.

The reason for this cries in the sector are low capital requipments interest rates falling

most ofthe banks using deposited money to give loans to their own companies and asa

result facing difficultiesin paying it back panic among people that caused problems

even to non-problemetica banks.
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when we locked to the Turkish Bank, Turkish Bank is largest bank in T.R.N.C banking

sector. In 1998 it has 578 and 30 branches. 18 ofthese branches are outside to the

T.R.N.C. At the end ofthe bankink sector interest rate are normal in the banking sector.

Banks are financial intermedianes similar to credit unions insurance companies and

other institutions selling financial services.

Bank intermediation activition will take place

(a) ifthere is a positive spread betweenthe expected yields on the loans banks make to

deficits spending individuals and institutions and the expected interest rate on the funds

banks borrow from surplus spending individuals and institutions and (b) if there is a

positive correlation betweenthe yield on bank loans and the interest rates bank pay for

deposits and other.funds provided by surplus- spending units.

Bank provide a valuable service in dividing up such instruments into smaller securities

(in the form of deposits) that are readly afforable for millions of people, In this instance

a less- than- perfect financial system creates a role for banks in serving small saver and

depositors.

Another contribution banks make is their willingness to accept risky loans from

borrowers, while issuing low-risk securities to their depositors, In effect banks engage

in risky arbitrege across the financial markets.
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5 RECOMMENDATION:

Banks play only a norrow role in the economy taking deposits and making loans the

modern bank has had to adopt new roles . these are intermaduation role payments role

guarentor role agency role and policy role

Central bank play and important role ın the banking sector. It's principal :function is to

create and conduct money and credit policy m order to promate sustanable growth m

the economy awoıd severe in:flatıoın and achieve the natıons other economics goals

central banks use a variaty oftools to affect the legal reserves ofteh bankıng system.

The. ınterest rate changed on loans made ın :fınancıal system, and relatıve currency

values ın the global foreıgn excahange markets.

Bıg part ofthe bankın the T.R.N.C. bankmg system are commercıal banks. Look lıke

prıvate bussınes aım to maxıımze the long term pro:fits of the :firms owners. Bank

profits are delıved principaly from ınterest ıncome earnal on leadıng operatıons

restnctıonss, many of whıch are unıque to commercıal bankmg. Turkısh bankıs teh

example of teh commercıal banks. Turkısh bank is teh oldest bank in T.R.N.C. bankıng

system. It's directors mınds needs to chance. Becouse they don't take new thmgs easıly.

Their salaries are low. When they cahanged their mınd. Every thıng will go better than

before.
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The Insurence
function

The brokerage
function

The Invesrnent banking
or

Underwriting function

Table 2: Functions ofTurkish Bank

The trust function
The credit function

The Invested/Planning
Function

Turkish Bank

The Payments
Function

The trift or saviııg
function

The cash rnanagernent
Function
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