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ABSTRACT

This paper aims to investigate the determinants of net interest margin and profitability indicators at the Turkish Republic of Northern Cyprus (TRNC) banking sector. In this research 2003 – 2008 period was examined by using Excel Data Analysis tool pack, regression analysis tool. For this period, the whole of banking system balance sheets and income statements which were audited by the independent audit companies and kept in Central Bank of TRNC database were considered. In this study, 8 bank specific determinants have been selected between the ones that are possible to achieve from the audited financials of banks in the Central Bank website and that were used in previous researches.  Data collected from the website of the Central Bank of TRNC. According to empirical findings, micro determinants of liquid assets and loans have positive, deposits and noninterest expenses have negative and significant effects on Net Interest Margin (NIM). Liquid assets, loans, noninterest incomes and noninterest expenses are found positive and significant determinants of Return on Assets (ROA). As micro determinants of Return on Equities (ROE), loans, and noninterest expenses are found positive and significant. 
Bank Specific (micro) Determinants of Interest Margin and Profitability at Turkish Republic of Northern Cyprus (TRNC) Banking Sector
Hasan Ünal

April 2011  
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1 INTRODUCTION 

Interest rate margins and profitability vary widely between banks in the country and both within and between countries because of the banks’ and countries’ different internal and local conditions. Differences are more evident between countries rather than cross country. The regulations of the countries, specialization of banks in different fields and their strategies to spread all over the country and abroad and many other reasons cause banks to apply different interest rates and transaction costs to their customers. To lower the interest margins and profitability of the banks reduces the costs but does not serve to continue and stabilize the financial system. 

It is not clear whether high margins are good or bad from a social welfare perspective. On the one hand, narrow margins may be indicative of a relatively competitive banking system with a low level of intermediation costs and regulatory “taxes” (e.g. reserve requirements and capital requirements). On the other hand, relatively large margins may bring a degree of stability for a banking system, in that they can add to the profitability and capital of banks so as to insulate them from macro and other shocks (Saunders and Schumacher, 2000).
In the website of International Monetary Fund (IMF), (http://www.imf.org/external/np/exr/facts/pdf/banking.pdf), it is stated that “Resilient, well-regulated financial systems are essential for economic and financial stability in a world of increased capital flows. A country's financial system includes its banks, securities markets, pension funds, insurers, central bank, and national regulators. These firms, institutions, and markets provide a framework for carrying out economic transactions and monetary policy. They also help to efficiently channel savings into investment. A sound financial system is therefore essential for supporting economic growth. Problems in financial systems can reduce the effectiveness of monetary policy, deepen or prolong economic downturns, and, in case of large scale problems, trigger capital flight or create large fiscal costs related to rescuing troubled financial institutions. Moreover, ample international financial and trade links imply that financial weaknesses in one country can rapidly spill over across national borders. Hence the soundness of a country's financial system is important both for the domestic economy, as well as for countries with which it has trade and financial linkages”.
If the financial system collapses, every party such as companies, individuals, who are in connection with the financial system directly or indirectly, are affected and it spills over. Therefore, in this study, micro (bank specific) determinants of interest margins and profitability have been aimed to estimate by using unbalanced panel data (since there are missing values, the data set is referred to as an unbalanced panel data) and to analyse with multiple regression model. 
Net interest margin is the difference between banks’ interest revenues on their assets and interest expenses of their liabilities. NIM varies from bank to bank and even from country to country, mostly from country to country due to the internal financial and political conditions. In theory, high NIM protects the bank from micro or macro shocks. But in competitive countries it is not possible to have high interest margins because of the competition. From the point of social welfare, NIM should be at low level and low level is the indicator of competitive banking system. In the light of these assessments; i) high level of NIM protects the bank against failures, ii) on the other hand, high level of NIM increases the cost of transactions, iii) the absence of well functioning banking sector causes crises which means costs to people. 

Because of these complexities, the banking system’s structure, interaction and effects of balance sheet items with other balance sheet items and with income statement items, sources of banks’ revenue and expense items become more essential for parties. In this study, the subject is estimated by analyzing of micro determinants empirically.
1.1 Purpose of This Study
The aim of this study is to investigate empirically the micro determinants of NIM, ROA and ROE at TRNC and to give an idea to the administration of institutions for decision-making in the light of these results. 
1.2 Problem Statement

In the literature, there are lots of valuable researches to find out why some of the banks are more profitable than the others and what the micro determinants are for bank interest margins and profitability. These researches cover the group of the countries or a single country. The basic idea for these researches to make the banking market more productive, to enhance the competition in the market, to lead to a more efficient allocation of resources, to lower the cost of financial services to public and to give an idea to the ruling parties and managers showing the empirical findings about the insolvency of banks from the point of profitability. In this study too, micro determinants have been questioned empirically. The effects of explanatory variables such as deposits, loans, liquid assets, capital etc. on dependent variables net interest margin (NIM), return on assets (ROA) and return on equities (ROE) have been searched. To search these variables, the data from the Central Bank of TRNC website, www.kktcmb.trnc.net, have been examined in order to get the most reliable results.
1.3 Structure of the Study

This paper is organized as follows: Section 1; briefly introduce the matter, section 2; summarize some of the macroeconomic conditions of TRNC, general preview of banking system and Central Bank of TRNC, section 3; reviews the literature regarding the micro determinants of net interest margin and profitability, section 4; explains the methodology, section 5; the data and variables, section 6; results of empirical analysis, section 7; conclusions achieved.

2 GENERAL ECONOMIC REVIEW OF TRNC BANKING SECTOR
2.1 General Review

Population has a very important role in countries’ economies. It directly affects the GDP, investment, trade, production and consumption of goods and services.  TRNC population increased by almost 1 % between the years 2003-2005 but a strong increase by 16.9 % occurred in 2006 then the increase slowed down to 4.1 % and 2.4 % in 2007 and 2008 respectively. De jure population is 274,436 at the end of 2008 as shown on the following table and it also shows the rate of increase in years.

Table 1: Population
[image: image3.emf]2008 % 2007 % 2006 % 2005 % 2004 % 2003

POPULATION 274,436 2.4 268,011 4.1 257,513 16.9 220,289 1.0 218,066 1.1 215,790

Source: State Planning Organization


GDP of Turkish Republic of Northern Cyprus was TRY 1,877 million in 2003 and increased by 22.03 % in yearly average reached to TRY 5,079 million in 2008 as shown on the following table. 
 Table 2: GDP Per Capita and GDP
[image: image4.emf]2008 2007 2006 2005 2004 2003

GDP PER CAPITA (TRY) 18,510 17,179 15,487 13,938 11,266 8,700

GDP (TRY) 5,079,907,6794,604,292,0663,988,099,7063,070,380,9672,456,744,0861,877,403,695

Source: State Planning Organization


Inflation rates, throughout the years, are higher than Turkey (except in 2005) as shown in the table. Inflation rates show the 1998-1999 base years for TRNC and the 2003 base year for Turkey.

Table 3: Inflation in TRNC and Turkey
[image: image5.emf]2008 2007 2006 2005 2004 2003

INFLATION (%) IN TRNC 14.5 9.4 19.2 2.7 11.6 12.6

INFLATION (%) IN TURKEY 10.1 8.4 9.7 7.7 9.4 BASE YEAR

Sources: State Planning Organization of TRNC and Turkish Statistical Institute


Growth of the TRNC for the period of this study is as follows. As it is seen from the table, growth gained in 2003 and 2004 and began to shrink after 2004 slightly in 2005 and 2006 but plunged in 2007 and 2008. 

Table 4: Growth

[image: image6.emf]2008 2007 2006 2005 2004 2003

GROWTH (%)

-3.4 1.5 13.2 13.5 15.4 11.4

Source: State Planning Organization


Balance of payments position of TRNC suffered from the isolation. Due to being out of the recognition, direct flights and usage of ports are being hindered. US Undersecretary of State for Political Affairs Nicolas Burns stated in the interview that “The US' policy of ending the isolation of the Turkish Republic of Northern Cyprus (TRNC) is clear” (The Journal of Turkish Weekly based on Cumhuriyet, 24 May 2005). 

EU Council of Ministers took a decision on 22 January 2007 reiterating their support for the adoption of the Direct Trade Regulation and for the resumption of works in this regard. After more than three years, the Direct Trade Regulation is still on the table. Every effort to initiate the process for its adoption was blocked by the Greek Cypriot side’s unacceptable demands.
The trade imbalance was USD 1,597 million in 2008 where USD 83.7 million exports against USD 1,680.7 imports which were 20 times of exports. Tourism covered only USD 383 million of the deficit. Mainly, invisible transfers, capital movements and foreign aid by Turkey contributed to cover the rest of the deficit in 2008. Following table shows the Balance of Payments Position;
Table 5: Balance of Payments Position
[image: image7.emf](million USD)

Sectors

2008 2007 2006 2005 2004 2003

1. Current Accounts

1.1. Foreign Trade

1.1.1. Exports

83.7 83.7 68.1 68.1 62.0 50.8

1.1.2. Imports

1,680.7 1,539.2 1,376.2 1,255.5 853.1 477.8

        Foreign Trade Balance

-1,597.0 -1,455.5 -1,308.1 -1,187.4  -791.1  -427.0 

1.2. Invisibles Accounts 

1.2.1. Tourism (Net)

383.7 381.0 303.2 328.8 288.3 178.8

1.2.2. Other Invisibles (Net)

823.0 824.1 801.3 582.3 488.7 267.6

          Invisibles Accounts  Balance

1,206.7 1,205.1 1,104.5 911.1 777.0 446.4

          Current Accounts Balance

-390.3  -250.4  -203.6  -276.3  -14.1  19.4

2. Capital Movements

2.1. Foreign Aid and Loans by Turkey

337.1 209.1 218.0 217.2 175.3 178.7

2.2. Other Foreign Aid

- - - - - -

2.3. Imports By Waiver

1 - - - - - -

2.4. Other Short Term Capital Movements (Net)

73.4 125.9 172.9 66.0 79.4 46.8

       Capital Movements Balance

410.5 335.0 390.9 283.2 254.7 225.5

       General Balance

20.2 84.6 187.3 6.9 240.6 244.9

3. Change In Reserves (- Increase, + Decrease)

269.5 -41.2  -433.3  -53.0  -322.0  -281.0 

4. Net Errors and Omissions

-289.7  -43.4  246.0 46.1 81.4 36.1

Source: State Planning Organization


1 Due to new Money and Foreign Exchange Law dated 16 July 1997 and numbered 38/97 Imports Waiver account is not considered since 1997
Balance of State Budget showed deficit throughout the years. While the budget revenues increased by 152 % from 2003 to 2008, budget expenditures increased by 130 %. The rate of budget deficit to GDP was 9.34 % in 2008 and arranged to compensate by Turkish credits. Budget revenues were covering only 81.56 % of budget expenditures. Personnel expenses comprised 36.63 % of budget expenditures in 2008. Balance of State Budget with the current prices table is as follows:
Table 6: Balance of State Budget
[image: image8.emf](Current Prices Million TRY)

2008 2007 2006 2005 2004 2003

I. BUDGET REVENUES 1,928.8 1,912.0 1,509.5 1,249.9 1,113.1 764.4

1. Local Revenues 1,635.0 1,628.5 1,215.6 1,042.3 937.1 600.6

1.1. Tax Revenues 1,153.9 954.2 765.4 635.9 508.4 339.1

1.1.1. Direct Taxes 489.5 392.1 323.6 242.0 237.7 168.8

1.1.2. Indirect Taxes 664.4 562.0 441.8 393.9 270.6 170.3

1.2. Other Income 162.6 225.4 193.6 215.2 151.5 114.2

1.3. Fund Revenues 318.5 449.0 256.7 191.2 277.2 147.3

2.Foreign Aid 293.8 283.6 293.9 207.6 176.0 163.8

2.1. Republic of Turkey 293.6 283.3 293.8 207.5 175.7 162.4

2.2. Other 0.2 0.2 0.1 0.1 0.3 1.5

II. BUDGET EXPENDITURES 2,364.7 2,125.1 1,923.7 1,500.2 1,261.8 1,027.2

1. Current Expenditures 1,025.0 932.6 742.5 571.2 436.2 334.5

1.1. Personnel Expenditures 866.3 756.0 624.0 483.1 374.8 285.8

1.2. Other Current Expenditures 158.7 176.5 118.5 88.1 61.4 48.7

2. Transfers 974.6 844.9 784.5 700.2 617.2 506.9

2.1. Social Transfers - - - - 289.2 223.2

2.2. Other Transfers - - - - 328.0 283.8

3. Defence 146.8 120.0 118.8 80.1 78.0 68.9

4. Investments 218.4 227.6 277.8 148.6 130.5 116.8

III. BUDGET BALANCE -435.9  -213.0  -414.2  -250.3  -148.8  -262.8 

IV. ADVANCES -38.5  -74.0  - - - -

V. FISCAL BALANCE -474.4  -287.1  -414.2  -250.3  -148.8  -262.8 

VI. FINANCE 474.4 287.1 414.2 250.3 148.8 262.8

1. Credits from Republic of Turkey 432.7 271.4 320.1 293.2 164.3 269.7

2. Internal Loans 41.7 15.7 94.1 -42.9  -15.5  -6.9 

GNP 5,128.3 4,671.3 4,101.4 3,143.7 2,520.8 1,907.1

Source: State Planning Organization


General Balance of Public Sector table indicates that public revenues increased by 165 % and reached to TRY 2,050 million with the 293 % contribution of indirect taxes and public deficit increased only 76 % during the 2003 – 2008 period.

Table 7: General Balance of Public Sector
[image: image9.emf](Current Prices Million TRY)

2008 2007 2006 2005 2004 2003

Public Revenues (+) 2,050.4 1,739.5 1,524.0 1,253.8 1,023.2 772.8

      Taxes 1,206.5 996.2 794.7 657.3 525.7 348.9

            Direct Taxes 505.7 405.9 329.8 245.3 240.5 170.8

            Indirect Taxes 700.8 590.2 464.9 412.0 285.2 178.1

      Income Other Than Taxes 214.7 272.5 235.4 242.7 172.4 128.5

      Income From Factors and Funds 629.2 470.9 493.9 353.8 325.1 295.4

Transfers (-) -944.7  -834.8  -768.0  -692.1  -594.7  -494.8 

Public Disposable Income = 1,105.6 904.7 756.0 561.7 428.5 278.0

Public Current Expenditures (-) -1,366.5  -1,231.3  -988.9  -749.1  -598.0  -478.8 

Public Savings = -260.8  -326.6  -232.9  -187.4  -169.4  -200.8 

Public Investments (-) -281.0  -255.5  -315.8  -181.1  -147.8  -106.4 

      Fixed Capital 267.2 262.1 308.4 174.8 146.7 107.6

      Changes in Stocks 13.8 -6.6  7.4 6.3 1.1 -1.2 

Public Deficit -541.8  -582.1  -548.7  -368.5  -317.2  -307.2 

Source: State Planning Organization


Sector Developments in Gross National Product for the period from 2003 to 2008 showed significant improvement. GDP increased by 170 % in six years. The most significant increase was in construction sector by 288 %. The ownership of dwellings was improved by 245 % during this period. The worst performance was in agriculture sector with 47 % increase in six years. Following table shows the sector developments in GDP and GNP.
Table 8: Sector Developments in Gross National Product

[image: image10.emf](Current Prices Million TRY)

Sectors 2008 2007 2006 2005 2004 2003

AMOUNT AMOUNT AMOUNT AMOUNT AMOUNT AMOUNT

1. Agriculture 259.2 288.2 249.4 214.2 223.0 176.4

     1.1. Crop Production 137.7 161.3 128.2 114.6 135.4 109.6

     1.2. Livestock Production 105.1 110.4 107.6 85.2 75.8 61.1

     1.3. Forestry 0.9 1.0 0.8 1.0 0.8 0.4

     1.4. Fishing 15.4 15.4 12.9 13.5 11.0 5.3

2. Industry 542.8 430.8 377.5 281.0 231.0 191.4

     2.1. Quarrying  42.3 48.7 41.1 17.6 13.1 11.1

     2.2. Manufacturing 202.7 204.3 180.8 146.1 118.6 97.2

     2.3. Electricity - Water 297.7 177.8 155.6 117.3 99.3 83.2

3. Construction 362.2 364.4 314.8 164.9 106.8 93.3

4. Trade - Tourism 721.7 630.3 617.5 541.4 391.2 300.9

     4.1. Wholesale and Retail  491.9 435.5 455.0 370.6 264.2 180.4

     4.2. Hotels and Restaurants 229.8 194.8 162.5 170.8 127.0 120.4

5. Transport and  614.5 533.4 437.2 328.8 257.6 221.1

6. Financial Institutions 357.8 309.4 259.3 195.5 187.2 115.3

7. Ownership of Dwellings 175.9 144.2 117.7 70.3 61.6 50.9

8. Business and Personal  525.2 493.5 441.9 307.9 225.4 152.8

9. Public Services 1,104.0 1,003.5 808.0 628.1 510.4 404.6

10. Import Duties 416.6 406.7 364.7 338.3 262.5 170.8

11. GDP 5,079.9 4,604.3 3,988.1 3,070.4 2,456.7 1,877.4

12. Net Factor Income from  48.4 67.0 113.3 73.3 64.1 29.7

GNP 5,128.3 4,671.3 4,101.4 3,143.7 2,520.8 1,907.1

Source: State Planning Organization


2.2 Financial Sector in TRNC
A country's financial system includes its banks, leasing and factoring companies, securities markets, derivatives market, pension funds, insurance companies, central bank and national regulators. They can trade capital in a variety of ways, including funds, derivatives, investments, debt instruments, and so forth, with much of the financial sector being dependent on the extension of credit. Consumers interact directly with the financial sector every time they apply for a credit card, opening checking account in a bank, or take out a home loan, and these actions occur on a much larger scale between institutions and companies.

The rise of the financial sector as a considerable source of economic power and influence occurs gradually. Many nations have also attempted to regulate the financial sector to protect investors and the economy as a whole. Unregulated activities can lead to serious financial problems in periods of economic crisis, as these activities can directly contribute to crisis situations. 

Since the subject of this study pertaining to banks, banking sector and Central Bank will be considered. Therefore the balance sheets’ and income statements’ structures are the most important parts of the observation.
Since the main activity of a bank is the intermediation between the depositors and the borrowers, the ratios of total deposits of banks to GDP, total loans of banks to GDP and total bank balance sheets growth to GDP become important indicators to show the banking sector’s growth in GDP and the ratio of intermediation of banks in the economy.   
In this section 2 all the tables that have no source have been calculated by the author of this study and covered the whole banking sector i.e. 26 banks. 
Table 9: Balance Sheet Growth to GDP Ratios
[image: image11.emf]2008 2007 2006 2005 2004 2003

BALANCE SHEET GROWTH / GDP (%) 133 129 140 137 147 155


In comparison of the ratio, as it is seen on the table, the balance sheet growth to GDP ratio decreased from 155 % in 2003 to 133 % in 2008.
Table 10: Deposits to GDP Ratio
[image: image12.emf]2008 2007 2006 2005 2004 2003

DEPOSITS / GDP (%) 110 107 117 118 131 133


Deposits to GDP ratio figures move together with the Balance Sheet Growth to GDP ratio. Ratio decreased from 133 % in 2003 to 110 % in 2008.
Table 11: Loans to GDP Ratio
[image: image13.emf]2008 2007 2006 2005 2004 2003

LOANS / GDP (%) 64 56 55 49 45 38


Contrary to Balance Sheet Growth to GDP Ratio and Deposits to GDP Ratio, Loans to GDP Ratio increased every year from 38 % in 2003 to 64 % in 2008. This table shows for the period of 2003 to 2008 that so long as years pass through, banks made more loans to their customers when compared to GDP.
2.3 Central Bank of TRNC

Central Bank of TRNC has been established under the title of “the Central Bank of the Turkish Republic of Northern Cyprus” with a legal personality, possessing those powers and duties as set out in the present Law. 

Organs of the Central Bank of TRNC are as follows:

· Board of Directors

· Governor

· Vice Governor

· Administrative Organization of the Head Office and the Head Branch.

The objective of the Central Bank of TRNC is to implement the monetary-credit policies that can facilitate the economic development, and regulate and supervise the banking system, in line with the development plans and annual programmes.

Duties of the Central Bank are as follows:

(A)
To attain the primary objective indicated in Article 4 of the present Law, carry out all the transactions required for the regulation and supervision of the monetary and banking system of the Turkish Republic of Northern Cyprus;

(B)
To carry out the transactions that has to be normally made by Central Banks, by taking the economic conditions into consideration;

(C)
To supervise the banks and other institutions established for granting credits;

(D)
To take measures that would ensure stability in the financial system and take regulatory measures with respect to monetary and foreign exchange markets;

(E)
To monitor the financial markets; and

(F)
To establish payment agreement systems, make regulations that would ensure the uninterrupted working and supervision of the existing or future systems, and determine the methods to be employed, including the electronic media. (http://www.kktcmb.trnc.net)
The objectives of central banks in the World change from country to country. According to the BIS report; “Issues in the Governance of Central Banks (2009)” that central banks differ significantly – in the scope and nature of their functions, in their history and in the political and economic conditions in which they operate. Another issue is the evolving nature of central banking. Changes have often taken place in response to severe crises or persistent policy problems. What is clear is that as the broad environment for central banking changes, the role and governance of central banks will continue to evolve.  
Much of the information in BIS report, 2009, has been provided by the 47 central banks and monetary authorities that belong to the Central Bank Governance Network. The objectives of central banks have been tabulated in the next table. In addition to these 47 central banks, position of Central Bank of TRNC has been placed in the table by the author of this study for easy comparison. 
Some central bank laws provide a statement of the “purpose” for which the central bank performs a certain function but in a manner that does not establish the objective by which the performance of that function should be guided. Thus, the Saudi Arabian Monetary Agency has a function whose purpose is “to regulate commercial banks and dealers”. Therefore Saudi Arabia has not situated in the following table. 
Since the Turkish Lira has been in circulation as a legal tender in TRNC price stability does not exist in the objectives of Central Bank of TRNC which means that it does not set a monetary policy due to the fact that it hasn’t got the necessary tools. Nevertheless, it has got some limited tools such as reserve requirement and liquidity. 
Monetary Policy Objectives of Central Banks have been tabulated as follows: 

Table 12: Monetary Policy Objectives of Central Banks
[image: image14.emf]Code Constitution International treaty Statute Published statement not having the force of law Accepted practice

(1) GERMANY JAPAN JAPAN

(2)

HUNGARY, ICELAND, S.KOREA, NEW ZEALAND, 

PHILIPPINES, SWEDEN, TURKEY

HUNGARY, MEXICO, NORWAY, PHILIPPINES, SWEDEN

(3)

(4) BRAZIL CANADA, CHILE, INDONESIA, ISRAEL, S.AFRICA

(1)

AUSTRIA, BELGIUM, BULGARIA, GERMANY, (ECB), 

SPAIN, FINLAND, FRANCE, GREECE, IRELAND, 

ITALY, THE NETHERLANDS, PORTUGAL, SLOVAKIA 

(all part of Eurosystem)

AUSTRIA, BELGIUM, BULGARIA, SWITZERLAND, 

GERMANY, (ECB), SPAIN, FINLAND, FRANCE, GREECE, 

IRELAND, ITALY, THE NETHERLANDS, PORTUGAL

Eurosystem

(2) CZECH REP. CZECH REP., POLAND, UNITED KINGDOM CZECH REP., NEW ZEALAND, POLAND, UNITED KINGDOM

(3) USA

(4) THAILAND AUSTRALIA

(1)

(2)

(3) USA

(4) CANADA

(1) ARGENTINA

(2) MEXICO MEXICO

(3)

(4) BRAZIL, ISRAEL

(1) INDIA, SINGAPORE

(2)

(3) MALAYSIA

(4) THAILAND

(1) RUSSIA CHINA, HONG KONG, RUSSIA

(2) POLAND

(3) MALAYSIA

(4) S.AFRICA

AUSTRALIA, BRAZIL, CANADA, CHILE, INDONESIA, 

ISRAEL, S.AFRICA

(1) SWITZERLAND TRNC

(2)

(3) MALAYSIA

(4) AUSTRALIA, BRAZIL, ISRAEL

Note: The translation of the typographical coding and of the multiple placements of countries is as follows:  

MONETARY POLICY OBJECTIVES OF CENTRAL BANKS

In the law Extra-statutory

Objectives that include price stability

Price stability

Price stability with subsidiary 

macro objectives

Objectives that do not expressly refer to price stability

Monetary stability

Value/stability of currency

General welfare, general 

economic health, growth, 

development

Price stability alongside other 

macro objectives

Objectives that are equivalent to price stability

Domestic purchasing power

Source: BIS analysis of central bank laws.

(1) Countries with multiple objectives set down in one or more laws or commonly accepted extra-statutory official statements.

(2) Inflation targeting countries (defined either in law or in practice). The European Central Bank (ECB) and the Bank of Japan (JP) are not counted here are inflation targeters, although they have identified a numerical inflation rate that would be consistent with desirable policy outcomes.

(3) Countries whose multiple objectives have the potential to conflict. 

(4) Countries that appear both in code (2) and (3).


Central Bank of TRNC implemented a new TRY and FX Required Reserve Ratio (RRR) on 31st December 2008.  Required Reserves Ratios for Turkish Lira and Foreign Exchange Currencies are as follows:
Table 13: TRY and FX Required Reserve Ratios

[image: image15.emf]TRY FX

30.11.2002 - 29.04.2003 14 15

30.04.2003 -30.10.2003 13 14

31.10.2003 - 30.01.2004 12 13

31.01.2004 - 30.07.2004 11 12

31.07.2004 - 29.06.2006 10 11

30.06.2006 - 29.09.2007 9 10

30.09.2007 - 30.12.2008 9 9

31.12.2008 - 8 8

Source: Central Bank of TRNC web site (http://www.kktcmb.trnc.net/ENGLISH/DATA/a-bs/ta13myko-eng.html)

EFFECTIVE DATES

REQUIRED RESERVE RATIO (%)


According to the decision taken by The Board of Directors of the Central Bank of the TRNC dated 26th January 2007 and came into force on 1st March 2007 that in case the deposits with the banks abroad exceed five times of the amount of its capital plus reserves, liquidity rate is applied for 25 percent. Liquidity Ratios were defined as follows:
Table 14: Liquidity Ratio

[image: image16.emf]EXPLANATION LIQUIDITY RATIOS (%)

Isappliedtothebanks,incaseofthedepositswiththebanksabroadisupto

five (5) times of the amount of its capital & reserves. 10

Isappliedtothebanks,incaseofthedepositswiththebanksabroad

exceeds five (5) times of the amount of its capital & reserves. 25*

(*) Indicating the ratio came into force on 1st October 2007.

Source: Central Bank of TRNC web site (http://www.kktcmb.trnc.net/ENGLISH/DATA/a-bs/ta14do-eng.html)


However, other than the regulation, Central Bank of TRNC also supervises the sector with its Banking Regulation and Supervision Agency (BRSA) due to the legal power.

Central Bank of TRNC rediscounts the bills with the following rates.

Table 15:  Ratios on Bills Rediscounted

[image: image17.emf]TRY USD EURO STG

TRADE

17 4 4 4

MANUFACTURING

15 4 4 4

EXPORT

15 4 4 4

TOURISM

15 4 4 4

EDUCATION

15 4 4 4

AGRICULTURE

15 --- --- ---

SMALL BUSINESS

14 --- --- ---

25th June 2009 No:726, which came into force on 25th June  2009. 

TYPE OF CREDIT

INTEREST RATES (%)

Source: Central Bank of TRNC web site (http://www.kktcmb.trnc.net/ENGLISH/DATA/a-bs/ta17ro-eng.html)

Note: Decision for the rates above, is taken by The Board of Directors of the Central Bank of the TRNC dated 


The balance sheet growth of Central Bank of TRNC reached to TRY 1,759 million as of 31 December 2008. Summary of the Central Bank of TRNC Balance Sheet is as follows:
Table 16: Central Bank of TRNC Balance Sheet

[image: image18.emf](thousand TRY)

ASSETS

2008 %

LIABILITIES

2008 %

Liquid Assets and Bank 

Receivables 864,139  49.13 Public Deposits 143,326  8.15 

Marketable Securities 630,586  35.85 Bank Deposits 885,414  50.34 

Loans (Total) 111,256  6.33 Other Deposits 1,159  0.07 

    -Public 107,045  6.09 Legal Reserves 518,658  29.49 

    -Banks 4,211  0.24 Funds 60,036  3.41 

Fixed Assets (Net) 1,310  0.07 Other Liabilities 184  0.01 

Other Assets 151,658  8.62 Capital & Reserves 150,172  8.53 

Total 1,758,949  100.00 Total 1,758,949  100.00 

Source: Central Bank of TRNC


2.4 Banking Sector Financial Statements
2.4.1 Assets

Sector’s assets growth reached to TRY 6,742 million in 2008 from TRY 2,907 million in 2003 which these figures showed yearly average of 18.32 % increase between these years (total 132 % expansion in the period) as it is shown in the following chart. 

Growth of Banking System
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General structure of assets showed that, in 2003, 47.59 % of the asset items kept in banks (11.52 % kept in Central Bank of TRNC as Required Reserves and 35.79 % kept in Foreign Banks, 0.28 % kept in Domestic Banks), 22.68 % made as short term loans to customers and 8.90 % was invested in Marketable Securities. This scene changed by decrease in deposits kept in the foreign banks almost to half and by increase in loans made to the domestic customers almost to double in 2008 because of the regulations which Central Bank of TRNC implemented additional liquidity rate to the banks for the deposits kept in foreign countries. As per above decision, the funds kept in foreign banks decreased to 22.52 % of their total assets at the end of 2007 and to 17.96 % at the end of 2008.
The following table has been compiled from the website of Central Bank of TRNC by the author of this study and shows the year-end figures of main items and the proportions of the main asset items in total assets.

Table 17: Summary of Assets
[image: image20.emf]ASSETS (TRY)

% % % % % %

LIQUID ASSETS 58,915,069 0.87 58,032,771 0.98 43,106,493 0.77 34,078,556 0.81 34,005,606 0.94 25,537,231 0.88

BANKS 2,103,055,430 31.20 2,142,561,426 36.19 2,375,444,159 42.65 1,822,518,743 43.29 1,653,812,040 45.81 1,383,501,620 47.59

MARKETABLE SECURITIES (Net) 402,880,313 5.98 256,412,899 4.33 181,679,975 3.26 162,408,496 3.86 269,827,447 7.47 258,711,106 8.90

LOANS 3,099,213,863 45.97 2,464,423,812 41.63 2,088,350,851 37.49 1,446,453,618 34.36 1,052,863,019 29.16 659,398,032 22.68

PAST DUE LOANS AND RECEIVABLES 135,875,556 2.02 123,971,021 2.09 111,892,844 2.01 51,936,603 1.23 54,350,432 1.51 58,615,317 2.02

ACCRUALS AND REDISCOUNTS 51,191,471 0.76 41,198,887 0.70 32,086,626 0.58 33,296,761 0.79 37,963,939 1.05 44,920,978 1.54

LEASING RECEIVABLES (Net) 0 0.00 0 0.00 0 0.00 0 0.00 0 0.00 6,119,248 0.21

REQUIRED RESERVES 519,978,038 7.71 449,634,697 7.59 450,479,915 8.09 369,830,453 8.79 327,701,350 9.08 312,479,569 10.75

VARIOUS RECEIVABLES 12,690,029 0.19 11,120,225 0.19 5,867,425 0.11 1,422,251 0.03 3,993,319 0.11 2,836,959 0.10

AFFILIATES (Net) 5,355,655 0.08 5,398,200 0.09 4,797,560 0.09 3,863,883 0.09 4,716,054 0.13 2,241,297 0.07

SUBSIDIARIES (Net) 45,426,533 0.67 44,627,356 0.75 44,767,512 0.80 37,642,960 0.90 35,269,176 0.98 33,033,940 1.14

AFFILIATED SECURITIES (Net) 163,171,070 2.42 190,654,248 3.22 133,254,570 2.39 71,158,332 1.69 23,823,097 0.66 1,781,741 0.06

FIXED ASSETS (Net) 98,623,940 1.46 86,872,202 1.47 69,866,935 1.25 59,848,095 1.42 55,238,428 1.53 53,597,990 1.84

OTHER ASSETS 45,259,055 0.67 45,628,651 0.77 28,269,990 0.51 115,499,301 2.74 56,916,571 1.57 64,441,762 2.22

TOTAL ASSETS 6,741,636,022 100.00 5,920,536,395 100.00 5,569,864,855 100.00 4,209,958,051 100.00 3,610,480,478 100.00 2,907,216,791 100.00

31.12.2003 31.12.2008 31.12.2007 31.12.2006 31.12.2005 31.12.2004


2.4.2 Liabilities

Liability and equity items’ proportions did not change as much as asset items for the period of 2003 - 2008. For example deposits were consisting of 86 % of the liability and equity items in 2003. As to the 2008, deposits were consisting 83 % of the liabilities plus equities. There was only 3 % shrinkage. On the other hand, equities proportion was 3.4 % of the balance sheet growth in 2003 but increased to 6.8 % in 2008. Another progress was about the profit. Profit percentage in balance sheet growth increased to 2.77 % in 2008 from 1.23% in 2003. Banking Sector’s Losses decreased to 0.61 % of the balance sheet growth in 2008 that it was 1.95 % in 2003. 

While the banking sector’s balance sheet growth increased by 132 % in 6 years (TRY 2,907 million in 2003 and TRY 6,742 in 2008), the most significant change occurred in profits by 423 %. Total banking sector’s profit was TRY 36 million in 2003 and reached to TRY 187 million in 2008. Depending on the profit, equities increased by 357 % in 6 years from TRY 136 million in 2003 to TRY 645 million in 2008. 
During the 2003- 2008 period, deposits increased by only 123 % in 6 years. Total deposits were TRY 2,490 million in 2003 and increased to TRY 5,563 million in 2008.

The following table has been compiled from the website of Central Bank of TRNC by the author of this study and shows the year-end figures of main items and the proportions of the main liability items to total liabilities.

Table 18: Summary of Liabilities and Equities
[image: image21.emf]LIABILITIES (TRY)

% % % % % %

DEPOSITS 5,563,201,922 82.52 4,937,349,183 83.39 4,681,072,889 84.04 3,632,742,421 86.29 3,207,533,829 88.84 2,490,413,797 85.66

REPO FUNDS 40,683,410 0.60 34,260,522 0.58 46,686,240 0.84 40,744,581 0.97 0 0.00 0 0.00

LOANS USED 193,166,933 2.87 112,615,692 1.90 259,010,769 4.65 30,353,361 0.72 28,690,259 0.79 132,235,794 4.55

FUNDS 25,415,108 0.38 25,278,753 0.43 23,974,050 0.43 14,883,752 0.35 15,751,609 0.44 13,571,218 0.47

ISSUED SECURITIES (Net) 0 0.00 0 0.00 0 0.00 0 0.00 0 0.00 0 0.00

REDISCOUNTS 55,071,557 0.82 50,402,122 0.85 62,545,096 1.12 44,861,120 1.07 41,851,726 1.16 51,203,632 1.76

LEASING DEBTS (Net) 0 0.00 0 0.00 0 0.00 0 0.00 0 0.00 0 0.00

TAX, DUTY AND CHARGES PAYABLE 17,112,989 0.25 12,426,567 0.21 9,230,089 0.17 8,408,571 0.20 5,187,256 0.14 5,057,440 0.17

IMPORT TRANSFER ORDERS 188,015 0.00 209,056 0.00 555,594 0.01 214,329 0.01 1,154,693 0.03 832,038 0.03

VARIOUS DEBTS 25,506,551 0.38 29,270,436 0.49 10,005,023 0.18 14,914,195 0.35 6,431,592 0.18 9,030,397 0.31

PROVISIONS 86,219,615 1.28 70,486,941 1.19 55,939,074 1.00 78,515,835 1.87 60,595,740 1.68 33,365,213 1.15

OTHER LIABILITIES 90,296,172 1.34 86,820,605 1.47 78,927,489 1.42 77,335,168 1.84 60,533,821 1.68 35,630,676 1.23

EQUITIES 458,006,379 6.79 401,430,329 6.78 240,418,662 4.32 191,492,516 4.55 101,543,702 2.81 100,134,153 3.44

PROFIT 186,767,371 2.77 159,986,189 2.70 101,499,880 1.82 75,492,202 1.79 81,206,252 2.25 35,742,435 1.23

TOTAL LIABILITIES 6,741,636,022 100.00 5,920,536,395 99.99 5,569,864,855 100.00 4,209,958,051 100.01 3,610,480,478 100.00 2,907,216,791 100.00

31.12.2003 31.12.2008 31.12.2007 31.12.2006 31.12.2005 31.12.2004


2.4.3 Income Statement

2.4.3.1 Interest Income

Total amount of interest income was TRY 656.73 million in 2003. It increased by 38.37 % and reached to TRY 908.72 million in 2008. 

The most important source of income of a bank is its loans made to their customers. The source of TRNC Banking Sector’s interest income, which is 64.20 % of the banking system’s interest income, came from the loans in 2008 but it was only 33.46 % in 2003. The composition changed in favour of loan interest income from other interest income. 

2.4.3.2 Interest Expense

Sector’s interest expenditure was TRY 517.96 million in 2003 and it increased only 14.57 % by the end of 2008. Both interest income and interest expenditures were affected by the decrease in interest rates led by Turkey’s economic conditions. Interest expenditure for TRY deposit is the main expenditure item with 78.86 % in the Sector’s Interest Expense in the Income Statement. Second important item was Interest Expenditure for FX Deposits with 14.67 %. 
5.84 % of banks’ interest expenses were for their borrowings in 2008. It was 2.49 % in 2003. 
2.4.3.3 Net Interest Income
Net Interest Income increased by 127.19 % from TRY 138.77 million in 2003 to TRY 315.27 million in 2008.
The following table has been compiled from the website of Central Bank of TRNC by the author of this study and shows the year-end figures of main interest income / expense items and the proportions of the main interest income / expense items to total interest income / expense.

Table 19: Interest Income / Expense
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% % % % % %

INTEREST INCOME 908,715,647 100.00 855,388,046 100.00 622,800,867 100.00 651,400,386 100.00 636,818,027 100.00 656,730,510 100.00

Interest Income from Loans 583,422,680 64.20 475,168,286 55.55 344,430,469 55.30 244,744,549 37.57 206,895,664 32.49 219,712,190 33.46

Interest Income from Legal Reserves 32,169,339 3.54 31,410,353 3.67 26,353,749 4.23 18,863,890 2.90 18,236,441 2.86 14,370,392 2.19

Interest Income from Banks 211,766,134 23.30 276,387,061 32.31 215,775,139 34.65 166,996,421 25.64 173,856,612 27.30 137,311,693 20.91

Interest Income from Marketable Securities 78,491,896 8.64 67,948,823 7.94 34,580,651 5.55 42,365,083 6.50 60,572,882 9.51 81,977,026 12.48

Other Interest Income 2,865,598 0.32 4,473,523 0.53 1,660,859 0.27 178,430,444 27.39 177,256,428 27.84 203,359,209 30.96

INTEREST EXPENSE 593,448,335 100.00 552,368,016 100.00 408,263,580 100.00 446,424,645 100.00 454,183,107 100.00 517,963,414 100.00

Interest Expenditure for TRY Deposits 467,999,299 78.86 387,897,452 70.22 300,467,021 73.60 222,633,519 49.87 234,787,818 51.69 300,972,166 58.11

Interest Expenditure for FX Deposits 87,075,289 14.67 78,615,783 14.23 71,358,733 17.48 55,177,376 12.36 38,448,539 8.47 35,340,462 6.82

Interest Expenditures for Repo 2,865,868 0.48 3,867,998 0.70 5,701,001 1.40 3,927,682 0.88 0 0.00 0 0.00

Interest Expenditure for Loans Used 34,653,951 5.84 74,566,508 13.50 30,706,637 7.52 26,044,871 5.83 30,220,052 6.65 12,895,880 2.49

Interest Expenditure for Marketable Securities Issued 0 0.00 0 0.00 0 0.00 15,267 0.00 54,455 0.01 63,759 0.01

Other Interest Expenditure 853,928 0.14 7,420,275 1.34 30,188 0.01 138,625,930 31.05 150,672,244 33.18 168,691,147 32.57

NET INTEREST INCOME  [ I - II ] 315,267,312 303,020,030 214,537,287 204,975,741 182,634,919 138,767,096

31.12.2008 31.12.2007 31.12.2006 31.12.2005 31.12.2004 31.12.2003


2.4.3.4 Operating Income

Decrease in interest rates throughout the years caused diminishing in banks’ profits. Banks tried to find out other income items to survive because of the shrinkage in the interest margins. As a result of this, Sector’s Operating Income increased by 339 % from TRY 31.66 million in 2003 to TRY 138.93 million in 2008. Main items of Operating Income were Fees and Commissions which consisted 48.35 % of the total Operating Income, Exchange Income was the 24.20 % of total Operating Income and Other Operating Income items. Due to the fact that Exchange Income and Expenses worked mutually because of their peculiarities and have very significant proportion in the Income Statement, the Net Exchange Income or Net Exchange Expense in Operating Expense have been considered.

2.4.3.5 Operating Expense

Sector’s biggest expense item was Personnel Expense in 2008 with 35.93 %, second was the total of Provisions which was 28.59 % of the total Operating Expenses. Sector was not able to cover the Operating Expenses with the Operating Income. Net Operating Expense was TRY 140.38 million in 2003 and increased by 40.31 % and reached to TRY 196.97 million in 2008. 
2.4.3.6 Net Income
Sector’s Net Profit / Loss after Tax was in red in 2003 because of the 2001 Turkish crisis. Crisis effects continued in the year 2003. But then Sector recovered and reached to TRY 101 million profit in 2008. 
The following table has been compiled from the website of Central Bank of TRNC by the author of this study and shows the year-end figures of main items and the proportions of the main operating income / expense items to total operating income / operating expense.

Table 20: Operating Income / Operating Expense
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% % % % % %

OPERATING INCOME 138,932,054 100.00 92,338,833 100.00 116,671,548 100.00 76,695,441 100.00 80,098,619 100.00 31,657,321 100.00

Fees and Commissions Earned 67,168,728 48.35 52,939,586 57.33 46,464,137 39.82 40,004,773 52.16 31,902,411 39.83 17,487,761 55.24

Capital Market Transaction Income 750,984 0.54 790,091 0.86 1,160,894 1.00 1,309,465 1.71 634,018 0.79 5,994,897 18.94

Exchange Income (Net) 33,620,360 24.20 0 0.00 38,541,504 33.03 9,487,179 12.37 23,608,164 29.47 0 0.00

Dividend Income from Affiliates 163,703 0.12 301,686 0.33 1,497,393 1.28 981,495 1.28 1,704,213 2.13 135,311 0.43

Extraordinary Income 143,470 0.10 171,701 0.19 80,438 0.07 8,123 0.01 1,296,283 1.62 147,180 0.46

Other Operating Income 37,084,809 26.69 38,135,769 41.29 28,927,182 24.80 24,904,406 32.47 20,953,530 26.16 7,892,172 24.93

OPERATING EXPENSE 335,904,340 100.00 271,136,571 100.00 255,589,018 100.00 212,961,347 100.00 199,886,187 100.00 172,037,139 100.00

Fees and Commissions Paid 5,204,273 1.55 3,805,896 1.40 3,772,312 1.48 2,859,853 1.34 2,448,763 1.23 2,729,825 1.59

Capital Market Transaction Expense 266,405 0.08 281,180 0.10 133,893 0.05 162,339 0.08 343,799 0.17 101,806 0.06

Exchange Expense (Net) 0 0.00 9,692,096 3.57 0 0.00 0 0.00 0 0.00 23,647,516 13.75

Personnel Expenses 120,684,358 35.93 95,882,526 35.36 79,439,410 31.08 66,304,628 31.13 50,852,391 25.44 40,462,149 23.52

Provision for Termination Indemnities 7,367,078 2.19 6,012,101 2.22 7,571,103 2.96 3,354,738 1.58 4,702,484 2.35 9,216,946 5.36

Rent Expenses 6,537,732 1.95 5,918,258 2.18 4,749,510 1.86 3,278,612 1.54 2,917,894 1.46 2,260,987 1.31

Amortisation Expenses 11,000,270 3.27 8,940,854 3.30 7,277,157 2.85 4,930,349 2.32 4,407,684 2.21 4,525,667 2.63

Taxes and Duties 2,288,204 0.68 2,428,496 0.90 1,282,929 0.50 1,044,918 0.49 851,740 0.43 693,127 0.40

Extraordinary Expenses 0 0.00 0 0.00 623,731 0.24 384,230 0.18 1,436,604 0.72 1,139,159 0.66

Provision for Doubtful Receivables 71,650,457 21.33 49,548,215 18.27 53,103,881 20.78 20,816,004 9.77 19,179,211 9.60 15,546,302 9.04

Other Provisions 24,374,822 7.26 12,576,018 4.64 4,875,372 1.91 2,370,028 1.11 3,137,248 1.57 5,470,336 3.18

Other Operating Expenses 86,530,741 25.76 76,050,931 28.06 92,759,720 36.29 107,455,648 50.46 109,608,369 54.82 66,243,319 38.50

NET OPERATING EXPENSES [ IV - V ] -196,972,286  -178,797,738  -138,917,470  -136,265,906  -119,787,568  -140,379,818 

PROFIT / LOSS BEFORE TAX [ III + VI ] 118,295,026 124,222,292 75,619,817 68,709,837 62,847,351 -1,612,724 

PROVISION FOR TAXES 16,892,031 24,945,993 12,964,421 15,369,888 18,976,757 10,725,226

NET PROFIT / LOSS [ VII - VIII ] 101,402,995 99,276,299 62,655,396 53,339,948 43,870,591 -12,337,951 

31.12.2003 31.12.2008 31.12.2007 31.12.2006 31.12.2005 31.12.2004



2.5 Financial Ratio Analysis of TRNC Banking Sector 

In assessment of Banking Sector in TRNC the CAMELS approach also can be used in addition to the NIM, ROA and ROE. The CAMELS approach was developed by bank regulators in the United States as a means of measurement of the financial condition of a financial institution. The acronym CAMELS stands for: 

· Capital Adequacy 

· Asset Quality 

· Management 

· Earnings (Profitability) 

· Liquidity & Funding 

· Sensitivity to Market Risk 

The purpose of CAMELS rating is to determine a bank’s overall condition and to identify its strengths and weaknesses of Financial, Operational and Managerial risks. Each bank is assigned a uniform composite rating based on six elements. The system provides a general framework for evaluating the banks. It is a standardized method which allows the assessment of the quality of banks according to standard criteria providing a meaningful rating. 

Each element is assigned a numerical rating based on five key components:
1. Strong performance, sound management, no cause for supervisory concern,
2. Fundamentally sound, compliance with regulations, stable, limited supervisory needs,
3. Weaknesses in one or more components, unsatisfactory practices, weak performance but limited concern for failure,
4. Serious financial and managerial deficiencies and unsound practices. Need close supervision and remedial action,
5. Extremely unsafe practices and conditions, deficiencies beyond management control. Failure is highly probable and outside financial assistance needed,
Based on the ratings of each element, a composite rating of 1 through 5 is assigned to the bank. All the factors reflected in the key components ratings are considered in assigning the composite rating. 

In this study all the banks’ balance sheets’ and income statements’ items have been brought together and formed Banking Sector’s unique balance sheet and income statement. Neither for each of the banks nor for this balance sheet and income statement a rating assigned since it is a different scope of study. Some of the aforementioned assessments do not based on the figures, in this study only the ones that can be computed from the banking sector’s balance sheet and income statement were taken into consideration. 
2.5.1 Capital Adequacy Ratio

Capital Adequacy is a measurement of a bank to determine if solvency can be maintained due to risks that have been incurred as a course of business. Instead of only a bank, in this study the whole banking sector has been evaluated, the whole banking sector’s total figures have been considered as one establishment. 

Capital allows a financial institution to grow, establish and maintain both public and regulatory confidence, and provides a cushion (reserves) to be able to absorb potential loan losses and beyond identified problems. A bank must be able to generate capital internally, through earnings retention, as a test of capital strength. An increase in capital as a result of restatements due to accounting standard changes is not an actual increase in capital. 
2.5.1.1 Capital / Assets

This is a primary measurement for judging capital strength. It is named as Capital Adequacy Ratio (CAR). In the United States capital includes paid up capital, legal-discretionary reserves and net profit. The total of legal-discretionary reserves, paid-up capital, current year profit, retained earnings and losses were named as equities. 

The greater the number, the more capital there is to cover problems on the assets side of the balance sheet. The ratios throughout the years from 2008 back to 2003 are computed as follows:

Table 21: Equity (Capital) / Total Assets Ratios (CAR)
[image: image24.emf]2008 2007 2006 2005 2004 2003

Equity / Total Assets (%)

9.56 9.48 6.14 6.34 5.06 4.67


The Banking Sector improved itself by increasing its ratios such as CAR and Liquidity Ratios. 

2.5.2 Asset Quality Ratios

2.5.2.1 Loan Loss Reserves / Total Loans

Assessment of the credit quality of the loan portfolio is critical to the loan loss adequacy determination. Quality factors may include performance, concentrations, types of collateral, loan to value ratios, and borrowers' repayment capacity. A well-defined and adhered-to loan policy is the initial step in achieving satisfactory marks on the credit quality factors. 
Table 22: Loan Loss Reserves / Total Loans
[image: image25.emf]2008 2007 2006 2005 2004 2003

Loan Loss Reserves / Total Loans (%) 1.41 0.96 1.01 2.41 1.68 0.52


2.5.2.2 Coverage Ratio 

It is computed by Loan Loss Reserves divided by Non-Performing or Non-current Loans and leases. Non-performing or Non-current loans and leases consist of loans that are 90 days or more overdue and still accruing interest.
Table 23: Coverage Ratio

[image: image26.emf]2008 2007 2006 2005 2004 2003

Coverage Ratio (%) 32.07 18.99 18.93 67.11 32.50 5.81


2.5.2.3 Overdue Loans to Total Loan Ratio

This measurement indicates that either credit underwriting standards are inappropriate or collection or collateral procedures are inadequate. 

Table 24: Overdue Loans to Total Loan Ratio

[image: image27.emf]2008 2007 2006 2005 2004 2003

PAST DUE LOAN / TOTAL LOAN (%) 4.20 4.79 5.09 3.47 4.91 8.16


2.5.3 Management 

More than assessment with figures of Banking Sector’s Financials, the following items are considered:

· Is the bank newly privatized from government ownership or vice versa? 

· What is the ownership structure of the bank? (Government support? Independently capitalized or a branch? Can rely on parent support implicit/explicit?) 

· Is as small branch network a constraint on business? 

· Loan portfolio management, credit administration, policy development, employee training, loan workout. 

· Is it possible to determine governance, audit oversight and strategic planning? 

Since there is no any numeric value for this assessment, in this study it will not be considered. 

2.5.4 Earnings (Profitability) 

NIM, ROA and ROE have been scrutinized in this study. Together with these profitability ratios Operating Profit Margin, Noninterest Income to Assets Ratio, Overhead Ratio and Efficiency Ratio will be studied in this section.  
2.5.4.1 Net Interest Margin (NIM)
This is net interest income expressed as a percentage of Total Assets. As before mentioned, this ratio is also computed by net interest income divided by interest earning assets. But in this study, net interest income divided by total assets ratio has been considered because of the uniformity with other researches and other determinants of the study. Net interest income is derived by subtracting interest expense from interest income. Indicates how well management employed the asset base (the denominator focuses strictly on assets that generate income). The lower the net interest margin, generally it is reflective of a bank with a large volume of non-earning or low-yielding assets. According to the financials of banking sector in TRNC, Net Interest Margin Ratios are calculated around 5 % as follows:
Table 25: Net Interest Margin (NIM)

[image: image28.emf]2008 2007 2006 2005 2004 2003

NIM (%) 4.68 5.12 3.85 4.87 5.06 4.77


2.5.4.2 Return on Assets (ROA)
Net income after taxes divided by Total Assets measures how the assets are utilized by indicating the profitability of the assets. It is the total of revenue from loans, securities, cash equivalents and earning assets (including noninterest) to Total Assets. ROA gives an idea as to how efficient management is at using its assets to generate earnings. Calculated by dividing a company's annual earnings by its total assets, ROA is displayed as a percentage. ROA indicates what earnings were generated from invested capital (assets). ROA for public companies can vary substantially and will be highly dependent on the industry. This is why when using ROA as a comparative measure, it is best to compare it against a company's previous ROA numbers or the ROA of a similar company. The higher the ROA number, the better, because the company is earning more money on less investment. Banking sector’s ROA Ratios are as follows:

Table 26: Return on Assets (ROA)
[image: image29.emf]2008 2007 2006 2005 2004 2003

ROA (%) 1.50 1.68 1.12 1.27 1.22 -0.42


2.5.4.3  Return on Equities (ROE)
It is net income after taxes divided by total equity (total assets minus liabilities) for a given fiscal year. This ratio is affected by the level of capitalization of the financial institution. Measures the return on the stockholder's investment (not considered an effective measure of earnings performance from the bank's standpoint). TRNC Banking Sector’s ROE Ratios are as follows:

Table 27: Return on Equities (ROE)

[image: image30.emf]2008 2007 2006 2005 2004 2003

ROE (%) 15.73 17.68 18.32 19.98 24.01 -9.08


2.5.4.4 Operating Profit Margin 
This ratio measures the percent of operating revenues to all revenue items (including operating income). It is computed by dividing the operating income to net interest income plus operating income. The higher the margin, the more efficient the bank is. It is in inverse of the efficiency ratio and TRNC Banking Sector’s operating profit margin has the following percentages.

Table 28: Operating Profit Margin

[image: image31.emf]2008 2007 2006 2005 2004 2003

OPR PROFIT MARGIN(%) 71.02 54.59 59.43 49.35 69.99 49.10


2.5.4.5 Noninterest Income to Assets Ratio 

It is important that a bank should develop noninterest income sources (operating income sources) too. Noninterest income (operating income) is income derived from fee-based banking services such as service charges from deposit accounts, retail banking, loans, credit cards, noncash transactions such as guarantees and letters of credit, etc. The operating income ratio of TRNC Banking Sector is as follows:
Table 29: Noninterest (Operating) Income to Assets Ratio

[image: image32.emf]2008 2007 2006 2005 2004 2003

OPERATING INCOME RATIO (%) 11.46 6.15 5.64 4.74 11.80 4.60


2.5.4.6 Overhead Ratio 

This ratio measures the rate of operating expenses to total assets. These costs tend to rise faster than income in a time of inflation or if the institution is expanding by the purchase or construction of a new branches. In comparison of noninterest income ratio and overhead ratio, overhead ratio is higher than operating income ratio. It is expected that operating income should cover the overhead ratio but TRNC banking sector’s operating income ratios were lower than the operating expenses ratio during the 2003 – 2008 period.
Table 30: Overhead Ratio
[image: image33.emf]2008 2007 2006 2005 2004 2003

OVERHEAD RATIO (%) 14.38 9.17 8.14 7.98 15.11 9.43


2.5.4.7 Efficiency Ratio 

This is a measure of productivity of the bank. It is computed by dividing operating expenses to net interest income plus operating income. Efficiency improves as the ratio decreases. It is improved by increasing net interest income, increasing noninterest revenues and/or reducing operating expenses.

Table 31: Efficiency Ratio

[image: image34.emf]2008 2007 2006 2005 2004 2003

EFFICIENCY RATIO (%) 89.13 81.39 85.70 83.02 89.67 100.59


2.5.5 Liquidity Ratios 

2.5.5.1 Loans as a Percentage of Deposits

Indicates the percentage of a bank's loans funded through deposits (measures funding by borrowing as opposed to equity). A high loan-to-deposit ratio indicates that a bank has fewer funds invested in readily marketable assets, which provide a greater margin of liquidity to the bank. 

Table 32: Loans as a Percentage of Deposits

[image: image35.emf]2008 2007 2006 2005 2004 2003

Loans / Total Deposits (%) 55.71 49.91 44.61 39.82 32.82 26.48


This table shows that TRNC Banking Sector Loans, every year, had been funded through deposits more than the previous year’s percentage between the 2003 – 2008 period. 
Because of the close relations with Turkey and UK, TRNC Banks are able to operate in Turkey and UK through their correspondents or subsidiaries. TRNC Banks’ loans to deposits ratio (including past due loans and receivables) was 26.48 % but funds at foreign banks to deposits ratio was 41.78 % in 2003. Banks preferred to keep funds in foreign banks especially in Turkey and gained high interest from the funds they invested due to the fact that high budget deficit of Turkish Government caused rate hikes. This composition inverted over the years and exposed at the end of 2008 as 55.71 % loans to deposits and 21.77 % funds at foreign banks to deposits.
2.5.5.2 Liquid Assets / Total Deposits

Measures deposits matched to investments and whether they could be converted quickly to cover redemptions. Cash in vault, Deposits with Banks and Marketable Securities have taken into consideration as Liquid Assets of the Banking Sector’s Balance Sheets items. 
Table 33: Liquid Assets / Total Deposits
[image: image36.emf]2008 2007 2006 2005 2004 2003

Liquid Assets / Total Deposits (%) 46.10 49.76 55.55 55.58 61.03 66.97


While the loans to deposits ratio had been increasing every year for the 2003 – 2008 period, this liquid assets to total deposits ratio, contrary, had been decreasing for this period.
2.5.6 Sensitivity to Market Risk 

Sensitivity to market risk reflects the degree to which changes in interest rates, foreign exchange rates, commodity prices, or equity prices can adversely affect a financial institution’s earnings or economic capital. Sensitivity to market risk focuses on an institution's ability to identify, monitor, manage and control its market risk, and provides institution management with a clear and focused indication of supervisory concerns in this area. In this research sensitivity to Market Risk has not been studied due to the fact there is no data for equity prices or commodity prices.
3 LITERATURE REVIEW

Most of the studies about bank profitability and interest margins are oriented towards the study of banking system in developed and emerging countries. The continuity of the system or bank depends on the profitability like others. 

In general, researches were applied on the study of “The Determinants of Bank Interest Margins, Theory and Empirical Evidence” by Ho and Saunders. Ho and Saunders (1981) advocated a two-step procedure to explain the determinants of bank interest spreads in panel data samples. In the first-step, a regression for the bank interest margin was run against a set of bank specific variables plus time dummies. The time dummy coefficients of such regressions were interpreted as being a measure of the “pure” component of a country's bank spread. In the second-step, the constant terms were regressed against variables reflecting macroeconomic factors.  Ho and Saunders (1981) viewed the bank as ‘a dealer’, a demander of deposit and supplier of loans. According to this study, bank interest margin depends on four factors: (i) the degree of bank’s management risk aversion; (ii) market structure of the industry; (iii) average size of bank transactions; and (iv) the variance of interest rates. 

Angbazo (1997) studied the determinants of bank net interest margins for a sample of US banks using annual data for 1989-1993. The empirical model for the net interest margin is postulated to be a function of the following variables: default risk, interest rate risk, an interaction between default and interest risk, liquidity risk, leverage, implicit interest payments, opportunity cost of noninterest bearing reserves, management efficiency, and a dummy for states with branch restrictions. The results for the pooled sample suggested that the proxies for default risk (ratio of net loan charge-offs to total loans), the opportunity cost of noninterest bearing reserves, leverage (ratio of core capital to total assets), and management efficiency (ratio of earning assets to total assets) were all statistically significant and positively related to bank interest margins. The ratio of liquid assets to total liabilities, a proxy for low liquidity risk, was inversely related to the bank interest margin. The other variables were not significant in statistical terms.

Aslı Demirgüç-Kunt and Harry Huizinga (1999) showed that well-capitalized banks had higher net interest margins and were more profitable. They stated that this was consistent with the fact that banks with higher capital ratios tend to face a lower cost of funding due to lower prospective bankruptcy costs. In addition, a bank with higher equity capital simply needs to borrow less in order to support a given level of assets. Differences in the bank activity mix also have an impact on spreads and profitability. Their results showed that banks with relatively high noninterest earning assets and banks that rely largely on deposits for their funding were less profitable, as deposits apparently require high branching and other expenses. Similarly, variation in overhead and other operating costs was reflected in variation in bank interest margins, as banks passed on their operating costs to their depositors and lenders. The international ownership of banks also had a significant impact on bank spreads and profitability. Foreign banks, specifically, realized higher interest margins and higher profitability than domestic banks in developing countries. This finding mighd reflect that in developing countries a foreign bank’s technological edge was relatively strong, apparently strong enough to overcome any informational disadvantage. However, foreign banks were shown to be less profitable in developed countries. 

Barajas et al (1999) stated the significant effects of financial liberalization on bank interest spreads for the Colombian case. A test for market power was performed with the results showing that the banking sector in Colombia was imperfect before the liberalization but that a competitive industry described the data well in the post-liberalization period. Another change linked with the liberalization process was an increase in the coefficient of loan quality after the liberalization. The authors noticed that “this change could signal a heightened awareness on the part of bank managers regarding credit risk, and/or it could reflect an improved reporting of nonperforming loans”. 
A. Saunders, and L. Schumacher, (2000) found that the effect of market structure on bank spreads appeared to vary across countries. The more segmented or restricted the banking system, in terms of geographic restrictions on branching and universality of banking services, the larger appeared to be the monopoly power of existing banks and the higher their spreads. This suggested that the recent move towards national banking in the US and the growth of cross-border banking in Europe as the result of EU directives should have had the generally beneficial effects (from a social welfare perspective) of reducing spreads in the countries analyzed in their study. In addition, they stated that interest-rate volatility also had a significant impact on bank NIMs.

Brock and Rojas-Suarez (2000) applied the two-step procedure for a sample of seven Latin American countries (Argentina, Bolivia, Chile, Colombia, Mexico, Peru and Uruguay). The analysis showed that high operating costs raised spreads as did high levels of non-performing loans, although the size of these effects differed across the countries. In addition, reserve requirements in a number of countries acted as a tax on banks that got translated into a higher spread. Beyond bank specific variables, uncertainty in the macroeconomic environment facing banks appeared to increase interest spreads. The combination of these microeconomic and macroeconomic factors was a cause for concern in Latin America.

Kaya (2002) studied the determinants of profitability indicators using panel data during the period 1997-2000 for Turkish banking sector. A two-step approach was applied to measure the relative importance of the micro and the macro elements to determine profitability. Within the micro determinants; capital, liquidity, personnel expenditures, deposits and market share were found to have a significant influences on net interest margins. Among the macro variables, inflation and budget deficits had significant effect on net interest margins. 
Estrada, Gomez and Orozco (2006) searched the determinants of interest margins in the Colombian Financial System and results indicated that interest margins were mainly affected by credit institutions' inefficiency and to a lesser extent by credit risk exposure and market power. They also stated that public policies should have been oriented towards creating the necessary market conditions for banks to enhance their efficiency.
Samuel and Valderrama (2006) found that interest rate spreads for Barbados were higher than would have been suggested by its macroeconomic performance. Banking concentration and bank-specific variables, including bank size and provisions for nonperforming loans, ddid not have an important role in explaining variations in bank spreads. Rather, it appeared that monetary policy variables, such as reserve requirements and capital controls, were the most important determinants of spreads.
Khawaja and Din (2007) showed that inelasticity of deposit supply was a major determinant of interest spread whereas industry concentration had no significant influence on interest spread in Pakistan. One reason for inelasticity of deposits supply to the banks was the absence of alternate options for the savers. The on-going merger wave in the banking industry would further limit the options for the savers.

According to the study made by Valverde and Fernandez (2007) results suggested that specialization and bank margins were significantly related, although these relationships could only be fully observed when considering NEIO (New Empirical Industrial Organization) indicators. Output diversification permitted banks to augment their revenues and obtained higher market power. In particular, revenue from non-traditional business (which includes noninterest income) might ‘‘compensate’’, somehow, for the lower interest margins that resulted from stronger competition in traditional segments (deposits/loans). It was also shown that deposit-taking activities might generally reflect a loss-leader behaviour which permitted banks to attract depositors.

Erol (2007) stated that bank net interest margins in Turkish banking sector were mainly determined by diversification effect, degree of risk aversion, interest rate risk, exchange rate risk and credit risk factors. The sensitivity of bank net interest margins to micro diversification effect variables was very high and net fees and commissions income and net trading income, played an important role in the determination of bank net interest margins. 

Bennaceur and Goaied (2008) found that high net interest margin and profitability tended to be associated with banks that held a relatively high amount of capital, and with large overheads. Size was found to impact negatively on profitability. They also found that macroeconomic variables had no impact on Tunisian bank’s profitability and stock market development had a positive effect on bank profitability. They also concluded that private banks tended to perform better than state owned ones. 
Flamini, McDonald and Schumacher (2009) found that apart from credit risk, higher returns on assets were associated with larger bank size, activity diversification, and private ownership for 41 African countries. Bank returns were affected by macroeconomic variables, suggesting that macroeconomic policies that promoted low inflation and stable output growth did boost credit expansion”.
Researchers studied the matter with its different aspects such as; (i) market structure of the industry; (ii) micro factors; (iii) macroeconomic variables; (iv) financial regulations. In this research, only micro (bank specific) factors have been studied.

4 METHODOLOGY

The method, called as ”Dealership Model”  of Ho and Saunders (1981) has been followed to examine the determinants of NIM, ROA and ROE. The model based on an adaptation of a model of bid-ask prices of security dealers for the determination of the bank interest margin. Other forces such as institutions and regulatory forces also impact observed bank margins. As a result, country specific bank margins had been sought and pure spread or margin was derived. Research had been completed in two steps. 

In this study as much variable as possible have been considered as based on previous studies and then the correlated variables have been omitted from the model for solving the Multicollinearity problem. After all, uncorrelated variables have been used in regression analysis. 
Dependent variables have been tried to be explained with micro determinants (i.e. bank specific variables). Regression analysis tool in data analysis tool pack of excel software program has been used to determine the explanatory micro variables of dependent variables.
The Regression analysis tool of excel software programme performs linear regression analysis by using the "least squares" method to fit a line through a set of observations. With this tool, it can be analyzed how a single dependent variable (in this study NIM or ROA or ROE) is affected by the values of one or more independent variables (in this study eight explanatory variables). 
To determine the explanatory variables that affect the dependent variable (NIM or ROA or ROE) of a bank is estimated with the linear function. 
Any linear function (straight line) can be written in terms of an equation for only one bank as follows:
П = α + βX (Gary Koop, Analysis of Financial Data, 2006)
Where; 

П is NIM, ROA or ROE (dependent variable)
α is the intercept of the line
β is the slope of the line. 

X is the explanatory variable. 

Since this notation includes only one explanatory variable and our model includes 8 explanatory variables of a bank, the equation can be written as:

П = α + β1X1 + β1X1 + β2X2 + β3X3 + β4X4 + β5X5 + β6X6 + β7X7 + β8X8.
Since the bank’s NIM or ROA or ROE is not affected by only 8 variables, this equation misses the error term, therefore it can be rewritten as follows:.

П = α + β1X1 + β1X1 + β2X2 + β3X3 + β4X4 + β5X5 + β6X6 + β7X7 + β8X8 + ε.

From this formula, for the i number of banks and for the t number of years, the model is formed as follows:
          
 i=n
Пit= α + Σ βitXit  +εit  (i = 1,…,N number of the banks; t = 1,..,T number of periods)

      
t=1

Пit , defined as the dependent variable (NIM, ROA, ROE),

α,  constant term,

βit, vector of X explanatory variable for bank i at time t,

Xit, explanatory variable for bank i at time t,

εit, error term.

Xit is an explanatory variable that includes micro (bank specific) variables such as equities/total assets, liquidity/total assets, loans/total assets, loan loss provisions/total assets, noninterest expenses/ total assets, etc.   

As a result, the model includes 21 banks and 6 years of period, the final formula is constituted as follows:

            
 i=26
П21,6 = α + Σ β21,6X21,6 + ε21,6
              
 t=1

Since the period from 2003 to 2008 has been studied, unbalanced panel data has been used and multiple regression model has been applied to analyse this study.

From the Income statements, net interest margin (NIM) accounting is as follows;

NIM = (Interest income – Interest expense) / Total Assets

In this formula, we should know what the variables that affect interest income and interest expense are. To find out, the variables that were used to find out in the previous researches have been considered and regressed in excel. All variables have been explained under the fifth heading. Same method has been followed for the return on assets (ROA) and return on equity (ROE). Formulations for ROA and ROE are as follows;

ROA = Net income / Total assets,

ROE = Net income / Equity (equity = total assets – liabilities).

NIM, ROA and ROE regressions indicate that ”The explanatory variables in the regression, taken together, help explain the dependent variables NIM, ROA and ROE”. Results indicate 95 % confidence level.
The model is widely accepted by the researchers and based on the estimation of the data by excel statistic software programme. To use the excel programme, all the variables have been get together as it is shown on the data pages. All the values on the pages are in percentage except Bank ID, YEAR. Regressions have been run for NIM, ROA and ROE one by one. At the end, three results have been taken including regression statistics and ANOVA results. 
Step by step regression has been run as follows:
Dataset which is enclosed to this study has been considered. For the Y range, NIM column has been selected for the 121 observations, then, for the X range, 8 explanatory variables’ columns have been selected for the 121 observations. Confidence level was kept in 95 % level and regression has been run. Excel programme created a summary output in a separate worksheet with the regression statistics and ANOVA results as shown in Appendices. Same procedure has been followed for the ROA and ROE. 
5 DATA AND VARIABLES 
In this research, empirical evidences of the micro (bank specific) determinants of net interest margin (NIM) and other profitability determinants of ROA and ROE at TRNC have been studied. These micro determinants include a comprehensive set of bank characteristics. 
The close relations in bank efficiency can be evaluated by ex ante and ex post spread. Demirgüç-Kunt and Huizinga (1999) stated that “The efficiency of bank intermediation can be measured by both ex ante and ex post spreads. Ex ante spreads are calculated from the contractual rates charged on loans and rates paid on deposits. Ex post spreads consist of the difference between banks’ interest revenues and their actual interest expenses. The ex ante measures of spread are biased to the extent that differences in perceived risks are reflected in the ex ante yields. Since bearing of risk is an important dimension of banking services, any differences in the risks faced by bankers will tend to distort spread comparisons. An additional problem with using ex ante spread measures is that data are generally available at the aggregate industry level and are put together from a variety of different sources and thus are not completely consistent”. Demirgüç-Kunt and Huizinga (1999) also stated as a footnote that “a problem with ex post spreads, however, is that the interest income and loan loss reserving associated with a particular loan tend to materialize in different time periods. Due to differences in nonperforming loans/or monitoring costs associated with loan quality, these spreads may not reflect efficiency differences accurately”.

Since the accounting system in TRNC is based on the cost principle, in this study, ex post interest spreads have been used.
5.1 Data

For the period of 2003 – 2008, the banking system in TRNC consists of 26 banks including 1 public bank, 17 commercial banks, 7 foreign branch banks, and 1 bank that operating under the Islamic regulations with special status. 

This study covers the period from 2003 to 2008 since the data set is available for these years. Since the year 2001 was a crisis year for Turkey and TRNC, 2001 and the following year’s (2002) data set might not give the correct results. On the other hand, new banking regulations were implemented in Turkey that TRNC Banking System was affected at close range. A group of bank management, which were insolvent, were taken over by Savings Deposit and Insurance Fund (SDIF). These improvements impaired the balance sheets and income statements. Therefore the year 2003 defined as the more appropriate year to begin the study.  The end of the period has been defined as 2008 since no data set is available after that year. During this period only three banks have begun to operate in TRNC and no domestic bank has been founded. These three banks, known as branch banks, began to operate in the years 2003, 2004 and 2007 but two banks came out of the market in 2004. One of them was taken over by the Savings Deposit and Insurance Fund (SDIF) and the other one merged with the public bank. Because of the new banks coming on the market, unbalanced panel data has been used for this study. The banks getting out of the market have not been taken into consideration. 

After the 2001 crisis, both foreign and domestic bank entries have been taken under the strict control and they still are. Therefore, entry to the market, in other words openness, is under control and subject to permit. New regulations came into force and the structure of the banks began to change due to the supervisory of Central Bank on the whole banking system. Consequently structure of the balance sheets of the banks has become more important because of the capital adequacy problems. Thus, to create money, profitability has become the main issue of the banks. As indicators of efficiency and profitability, net interest margin (NIM) and other profitability indicators have become more and more important. Therefore the micro determinants of NIM, ROA and ROE that determinate the profitability are the main items of balance sheets and income statements to be focused on. In this study, five of the banks’ balance sheets and income statements have been excluded. Both the visual inspection of the data and the first regression outputs showed that these banks were the outliers that might be disturbing the model. 
Therefore 21 out of 26 banks’ financial statements have been considered for this study. All the Banks’ Balance Sheets and Income Statements that have been audited by the authorized audit companies have been derived from the website of Central Bank of TRNC (www.kktcmb.trnc.net). 

5.2 Variables

5.2.1 Dependent Variables

5.2.1.1 Net Interest Margin (NIM)

Since Banking plays a major role in channelling funds to borrowers with productive investment opportunities, financial activity is important in ensuring that the financial system and the economy run smoothly and efficiently (Mishkin, 2006).
Banks’ role in the economy is crucial. They are the financial intermediaries between investors and depositors. Therefore, the performances of these intermediaries are vital. One of the measurements of performance of the banks is net revenues of interest (i.e. Net Interest Margin, NIM) besides operation income and operation expenses. 
NIM is not affected by only balance sheet and other income statement items but macroeconomic variables, taxation, crises and market movements are also other variables that have crucial role on it (Demirgüç-Kunt and Huizinga 1999, Carbo-Valverde and Fernandez 2007, Chortareas et al 2009 and others). 
Net Interest Margin (NIM) is defined as the net interest income divided by interest earning assets, or in some researches, divided by total assets. In this study “net interest income divided by total assets” rate has been used so as to obtain the uniformity with other researches. 
Besides, NIM cannot be interpreted as the only data to explain the efficiency of the bank, it helps explain the efficiency together with the other factors.

NIM is the one of the most important profitability determinants in permanence and continuity of the banks in the banking system. Consequently, higher NIM gives banks confidence. On the other hand, while the intermediation of the funds from depositors to investors, banks bear the cost of intermediation. The size of this amount is important for the health of banks in their activity and productivity. Intermediation with low cost improves the wealth of the society and it is necessary to achieve the greater prosperity. In this context, the micro determinants of NIM, ROA and ROE have become more important and therefore have caused the subject of this study like other researches. 

5.2.1.2 Return on Assets (ROA)

Net income in this study and in others is the bottom line of income statement that displays revenues recognized for a specific period and the cost and expenses charges against these revenues, including write-offs (e.g. depreciation and amortization of various assets) and taxes. It is a flow and represents a period of time contrary to the assets that represents the stock on a certain time. 

As a measure of bank profitability, ROA is used and it is defined as the banks’ after tax profit over total assets. Therefore, it is a key proxy for bank profitability in percentage.

Income statements also include commissions, fees and charges of off-balance sheet items. 

5.2.1.3 Return on Equity (ROE)

ROE is another key proxy for bank profitability and it disregards the financial leverage and the risks associated with it. It is computed by dividing the net amount of income (profit) to shareholders’ equity. Therefore ROE is, like NIM and ROA, a percentage and measures the company’s profitability by revealing how much profit a company generates with the money shareholders have invested. 

Dependent variables’ formulations are as follows;

Table 34: Dependent Variables’ Formulations

	DEPENDENT VARIABLES

	NIM
	NET INTEREST INCOME / TOTAL ASSETS

	ROA
	RETURN ON ASSETS (NET INCOME / TOTAL ASSETS)

	ROE
	RETURN ON EQUITY (NET INCOME / (ASSETS – LIABILITIES))


5.2.2 Explanatory Variables

Central Bank of TRNC data set has been used since they have the most detailed, open to public, adequate for assessment and reliable dataset.  This data set consists of banks’ balance sheets and income statements. Micro variables (bank specific) have been computed with these financials. Due to the fact that the data which is possible to reach does not cover enough information to use in the study, as much variables as possible that have been found suitable for excel multiple regressions have been used.  For example, the balance sheets do not show any maturity subtitle to evaluate the items. The following variables have been selected; Liquid Assets to Total Assets (LIQUIDTA), Loans to Total Assets (LOANTA), Doubtful Receivables to Total Assets (DOBRCVTA), Deposits to Total Assets (DPSTTA), Equity to Total Assets (EQUITYTA), Bank’s Total Assets to Sector Total Assets (TASECTA), Noninterest Income to Total Assets (NONINTINCMTA), Noninterest Expense to Total Assets (NONINTEXPTA)

Liquid Assets to Total Assets (LIQUIDTA)
Liquid assets to Total Assets ratio shows that how much of total assets are kept in liquid assets. Liquid assets generally have low rate of income therefore banks try to keep these kinds of assets at the minimum level. The growth of percentage in total assets affects NIM and profitability. High liquidity means low intermediation and as a result low profitability.
On the other hand, as the liquid assets to total assets ratio increases, the default risk decreases. Having insufficient liquidity puts the banks in danger in meeting the cash withdrawals or in granting loans to customers thus causes borrowing at higher interest rates and this finally decreases the NIM and profitability. 
Loans to Total Assets (LOANTA)
Loans to Total Assets ratio is one of the very important percentage for profitability. As an intermediary between depositors and borrowers, loans are the main job of banks and main income item in their assets. It is expected that higher loans to total assets ratio effects NIM and profitability positively. Deposits are transformed into loans with higher interest margin hence profits. But higher interest margins incur higher risks too then profits may decrease. 

Doubtful Receivables to Total Assets (DOBRCVTA)
Doubtful Receivables to Total Assets ratio shows non performing part of loans or other receivables to total assets. As long as the ratio increases, the NIM and dependently profit go down. This ratio also shows the quality of banks’ lending policy and management. 
Deposits to Total Assets (DPSTTA)
Deposits to Total Assets ratio show the proportion of deposits to total assets. While the noninterest bearing deposits affect the interest spread and profitability positively, interest bearing deposits decreases NIM and profitability. Demirgüç-Kunt and Huizinga (1999) found that “Banks that rely largely on deposits for their funding are less profitable, as deposits apparently require high branching and other expenses”. Brock and Suarez (2000) stated that “Banks that orient their services towards retail operations usually face larger operational costs than banks that are more oriented toward wholesale markets. This is so because retail operations involve the establishment of a larger number of branches, equipment and personnel to serve the retail customer. These larger costs are usually translated into a higher spread”. 
Equity to Total Assets (EQUITYTA)

Equity to Total Assets ratio signals that well capitalized banks faces lower costs of insolvency and their cost of funding lowers. It is expected that the higher equity to total assets ratio, the lower need to external funding and therefore higher NIM and hence higher profits. Kaya (2002), Abreu and Mendes (2002) found in their studies that ratio of equity to assets affected ROA positively while affecting ROE negatively but Tunay and Silpar (2006) found that ROE was affected positively. Bennaceur and Goaied (2008) confirm the consistency with the Demirgüç-Kunt and Huizinga evidence that a positive relationship has been found between the capitalization and bank performance. This may indicate that wellcapitalized banks have higher margins and profitability, which is consistent with theories stressing that highly capitalized banks can charge more for loans and/or pay less on deposits because they face lower bankruptcy risks.
Bank’s Total Assets to Sector Total Assets (TASECTA)

Bank’s Total Assets (size) to Sector Total Assets ratio shows the share of the bank in the domestic sector. It is an indicator of the growth and strength of the bank. 
Flamini et al (2009) stated that “Size signals specific bank risk, although the expected sign is ambiguous. To the extent that governments are less likely to allow big banks to fail, a risk approach to size would predict that bigger banks would require lower profits (e.g. through lower interest rates charged to borrowers). However, if larger banks have a greater proportion of the domestic market, and operate in a non-competitive environment, lending rates may remain high (while deposit rates for larger banks are lower because they are perceived to be safer) and consequently larger banks may enjoy higher profits. Moreover, modern intermediation theory predicts efficiency gains related to bank size, owing to economies of scale. This would imply lower costs for larger banks that they may retain as higher profits if they do not operate in very competitive environments. While there seems to be consensus in the literature that there are significant scale economies for small- and medium-size banks, there is disagreement with respect to large banks. A number of studies claim some economies of scale, while others find evidence of only limited cost saving and slight diseconomies in large banks.”
Noninterest Income to Total Assets (NONINTINCMTA)
Noninterest Income to Total Assets ratio reflects how banks are able to collect fees against their services and/or how much of their activities are engaged to non-lending activities. Every bank has different income sources that mean they have different revenue channels. Unlike the interest income, noninterest income is not affected by economic and financial market cycles and usually is not controlled by a regulator. During the diminishing of interest rates or in low interest rate economies or in competitive banking sectors, this ratio becomes more vital for the banks in order to continue their existence. It is expected to affect ROA and ROE positively but it may change for NIM due to the fact that bank may be focused more on operation income transactions than interest income transactions
Noninterest Expense to Total Assets (NONINTEXPTA)
Noninterest Expense to Total Assets ratio shows that how banks are efficient in managing their operations. For a bank, noninterest expense item includes all operating and overhead expenses such as salaries, fees and commissions paid, transaction costs, rent, amortization, taxes, provisions etc. Banks try to offset their noninterest expenses by generating revenue from noninterest income transactions. This ratio affects the profitability negatively, but like noninterest income, it may change for NIM because of the focalization of the bank on operational preferences. 
Explanatory variables’ formulations are as follows;

Table 35: Explanatory Variables’ Formulations

	EXPLANATORY VARIABLES

	LIQUIDTA
	LIQUID ASSETS / TOTAL ASSETS

	LOANTA
	LOANS / TOTAL ASSETS

	DOBRCVTA
	DOUBTFUL RECEIVABLES / TOTAL ASSETS

	DPSTTA
	DEPOSITS / TOTAL ASSETS

	EQUITYTA
	EQUITY (ASSETS – LIABILITIES) / TOTAL ASSETS

	TASECTA
	BANK TOTAL ASSETS / SECTOR TOTAL ASSETS

	NONINTINCMTA
	NONINTEREST INCOME / TOTAL ASSETS

	NONINTEXPTA
	NONINTEREST EXPENSES / TOTAL ASSETS


6 RESULTS OF THE EMPIRICAL ANALYSIS

From the theory of finance, it is known that ‘more liquidity means lower profitability’ due to the fact that liquid assets do not pay higher return. However, because of the budget deficit of Turkish Government, Treasury pays relatively very high interest rates to her securities. Since these securities are also classified as liquid assets, contradict to theory of finance, they allow banks to be liquid and profitable at the same time. In terms of banking risks, higher liquidity lowers the risk level of banks; however, this is costly for the economy. It is costly, because funds that may be made loans to real sector will be held in liquid form instead of loans. In addition, operating in such a highly liquid environment would lead banks to not lending and hinders their skills in terms of lending techniques.

This study includes 21 out of 26 banks at TRNC since 5 of 26 banks have been excluded from the study due to the facts that 3 of banks managements were taken over by the Savings Deposit and Insurance Fund, one of the banks had been merged with the public bank and one of the banks operates under the Islamic regulations with special status. The percentage of these 5 banks is 3.72 % of total assets. After exclusion, the total number of observations is 121. 
As it is seen in tables 44, 45 and 46 in appendices, R square results are 61.01 % for the NIM and 73.17 % for ROA which these two dependent variables can be explained by explanatory variables. But the R square result for ROE is 46.52 % which we cannot say that it has a good fit as much as NIM and ROA and the model is not explained by explanatory variables for ROE either.
Correlations have been checked if any Multicollinearity problem exists between the explanatory variables. Correlation Matrix has been placed as table 37 following the Summary of Findings. As it is seen on the table, low level of correlations have been observed and have not caused any problem. 
Table 36: Summary of Findings
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EXPECTED 

SIGN

COEFFICIENT P-VALUE SIGNIFICANCE

EXPECTED 

SIGN

COEFFICIENT P-VALUE SIGNIFICANCE

EXPECTED 

SIGN

COEFFICIENT P-VALUE SIGNIFICANCE

LIQUIDTA

–

0.0724751 0.0300830

**

–

0.1437014 0.0001071

***

–

1.2143683 0.1420298

 

LOANTA

+

0.1760784 0.0000012

***

+

0.2268350 0.0000000

***

+

2.4884394 0.0042447

***

DOBRCVTA

–

-0.1235708 0.0689193

*

–

-0.1009000 0.1694430

 

–

3.4267948 0.0431090

**

DPSTTA

– +

-0.0904854 0.0023818

***

– +

-0.0732900 0.0220406

**

– +

-0.4675654 0.5200610

 

EQUITYTA

+

-0.0109504 0.7275049

 

+

-0.0317382 0.3524994

 

+

1.8630553 0.0186457

**

TASECTA

– +

-0.0268887 0.6200114

 

– +

0.0327070 0.5781462

 

– +

1.7186921 0.2043702

 

NONINTINCMTA

– +

-0.0336290 0.7834319

 

+

0.8375186 0.0000000

***

+

-2.2822879 0.4541770

 

NONINTEXPTA

– +

-0.3079445 0.0012575

*** –

0.8066196 0.0000000

*** –

20.3064511 0.0000000

***

Regression Statistics: Regression Statistics: Regression Statistics:

R Square 0.610192 R Square 0.7317803 R Square 0.4652900

Standard Error 3.264478 Standard Error 3.5400671 Standard Error 81.267962

Significance F 9.35E-20 Significance F 1.285E-28 Significance F 2.072E-12

Observations 121 Observations 121 Observations 121

*** Statistically significant at the 1 % level

**   Statistically significant at the 5 % level

*     Statistically significant at the 10 % level

NIM ROA ROE


Table 37: Correlation Matrix
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LIQUIDTA 1

LOANTA -0.806800704 1

DOBRCVTA -0.406985039 -0.081722887 1

DPSTTA 0.027147332 0.129988588 -0.356654027 1

EQUITYTA -0.064203868 -0.088194598 0.304467693 -0.905091865 1

TASECTA 0.065843171 0.049678946 -0.177576565 0.383759501 -0.358971854 1

NONINTINCMTA -0.248556732 0.320549579 0.004812338 -0.203283426 0.258265516 -0.275619793 1

NONINTEXPTA 0.429712656 -0.249434648 -0.360903382 0.481108545 -0.54877093 0.269411232 -0.2863804 1


(1) LIQUIDTA explanatory variable shows the ratio of total liquid assets to total assets. In this study positive relations have been found between the LIQUIDTA ratio and the dependent variables NIM, ROA and ROE. But the relation with ROE is not statistically significant. The significance with NIM is at the 5 % and with ROA is at the 1 % level. It is expected to have a negative impact on the dependent variables (NIM, ROA or ROE) but strong positive relations, except ROE, have been found due to the fact that North Cypriot Banks keep their funds at foreign banks that have higher interest rates or Turkish Government Bonds as noted at the beginning of this section. 
(2) LOANTA explanatory variable shows the ratio of total loans to total assets. It is expected to have a positive impact on bank performance. As long as the loan proportion increases in the assets, the NIM, ROA and ROE increases as well. This study also verifies the strong positive relations between LOANTA and each three dependent variables NIM, ROA and ROE and these relations are robust.  Significances of these variables are at the 1 % level. In this context, this study shows that sector is able to convert the loans to profit. The more deposits or other resources are transformed into loans, the higher the interest margin and profitability it results. Demirgüç-Kunt and Huizinga (1999) and also Abreu and Mendes  (2001) found similar results in their researches that increasing of loan proportion in the balance sheet causes increase in the NIM, but contrary to this study, decrease in the profitability. 

(3) The rate of doubtful receivables to total assets, DOBRCVTA, shows the inadequacy in the management of loans. Every bank wants to have a minimum rate of doubtful receivables in their assets since they are nonperforming assets. The sector’s rate in TRNC during the period of 2003 – 2008 changed between 1.23 % and 2.09 %. It is expected to have negative relations with NIM, ROA and ROE whereas in this study inverse relation has been found for ROE surprisingly at the 5 % significance level. This implies that banks’ interest loses have been compensated by noninterest incomes. Only one of the relations, ROA, has been statistically insignificant. Negative effect on NIM is significant at the 10 % level.
(4) Deposits to total assets, DPSTTA, ratio shows the proportion of deposits to total assets.  It should be considered that deposits work in two ways; i) interest bearing and ii) noninterest bearing deposits. While the noninterest bearing deposits help NIM and profitability in positive way, interest bearing deposits decrease the NIM and profitability. In TRNC, interest bearing deposits to total deposits rate change from 82.42 % to 88.43 % during the 2003 – 2008 period (These percentages have been derived from the Central Bank of TRNC website http://www.kktcmb.trnc.net/veriler/veriall.html) and these figures are prepared on a declaration basis from transitional bank balance sheets, reported to the Central Bank of the TRNC but these figures do not show more than 0.66 % difference from the final balance sheets). These percentages show that interest bearing deposits have great proportion in total deposits.  

 In this study too, as expected, negative relations have been found between the deposits to total assets and NIM, ROA and ROE. As to the significance of the ratio against dependent variables, the explanatory variable DPSTTA has statistically significant negative relationship with NIM at the 1 % level.  The rate of significance with ROA is 5 %. But no significant relation has been found with ROE. 

During the period 2003 – 2008 deposits were in 82 % - 88 % interval in the liability and equity side. 
(5) The high equity to total asset ratio, (EQUITYTA), prevents the bank from bankruptcy risk and helps expand the profitability because of the low cost of fund and hence increase at the net interest margin and profitability. The banks that have high equity in their balance sheets are more profitable. Well capitalized banks tend to face lower cost of funding due to lower prospective bankruptcy costs. Moreover, banks that have higher equity capital simply need to borrow less in order to fund their assets. Another point is capital insulate the banks against expected and unexpected credit risks.

In the literature, Demirgüç-Kunt and Harry Huizinga (1999) and Athanasoglou et al (2005) found positive and significant effect of capital on bank profitability. Also, Berger (2005) found positive relationship between capital and profitability. Capital is also the result of the internal regulations of the country. The authority imposes minimum capital requirements for banks depending on their risk.  According to Flamini, McDonald and Schumacher (2009) that in imperfect capital markets, well-capitalized banks need to borrow less in order to support a given level of assets, and tend to face lower cost of funding due to lower prospective bankruptcy costs. Also, Athanasoglou et al., (2005) and Berger, (1995) stated that “In the presence of asymmetric information, a well-capitalized bank could provide a signal to the market that a better-than-average performance should be expected. Well-capitalized banks are, in this regard, less risky and profits should be lower because they are perceived to be safer”. In this case, Flamini et al (2009) expect to observe a negative association between capital and profits. However, if regulatory capital represents a binding restriction on banks, and is perceived as a cost, Flamini et al (2009) expect a positive relationship to the extent that banks try to pass some of the regulatory cost to their customers. Profits may also lead to higher capital, if the profits earned are fully or partially reinvested. In this case, Flamini et al (2009) expect a positive causation from profits to capital. They proxy for capital with the ratio of equity to total assets, and, based on the above considerations, Flamini et al (2009) modelled it as a predetermined rather than strictly exogenous variable. 

In this study, though insignificance, negative relations have been found for NIM and ROA. But positive and significant relation at the 5 % level has been found for ROE. While the banking sector’s equities to total assets ratio increased by 105 % between the 2003 – 2008 period, the paid-up capital did not change so much. This shows that banks preferred to keep their paid-up capital unchanged. Profit, retained earnings and reserves may lead to higher capital, if these items are fully or partially reinvested. In this case, it is expected a positive causation from profits to capital instead of from capital to profit. As it is seen in the following table paid-up capital did not increase like equity. During the period 2003 -2008, while the equities increased to twice, paid-up capital did not perform as much as equities. This supports the estimation of Flamini et al (2009) about the reinvested profits from the point of view of TRNC. The following table shows yearly ratios for easy comparison:
Table 38: Equity and Paid-up Capital to Total Assets
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EQUITY / TOTAL ASSETS % 9.56 9.48 6.14 6.34 5.06 4.67

PAID-UP CAPITAL / TOTAL ASSETS % 5.98 6.39 3.66 4.50 4.59 5.14


(6) Bank total asset to sector’s total asset, TASECTA, shows the growth of the bank’s total assets in the sector. For the growth of the bank, asset growth is one of the measurements of the comparison. In this study, as a growth measurement of the bank, total assets have been considered. Negative impact of total assets to sector total assets ratio on NIM has been found. The effects of ratio on ROA and ROE are positive but this ratio’s effect on every dependent variable is not significant. In the literature, Afanasieff and Lhacer (2001) showed that the growth of the bank i.e. bank total assets to sector total assets, has a positive relation with the NIM. Guru et al (2000) found that bank total assets to sector total assets ratio has positive relation with profitability. 

On the other hand, modern intermediation theory predicts efficiency gains related to bank size, owing to economies of scale. This would imply lower costs for larger banks that they may retain as higher profits if they do not operate in very competitive financial sector. Moreover, larger banks feel comfortable because of the “too big to fail” policy.   
(7) Noninterest income to total assets, NONINTINCMTA, shows how banks diversify their income items other than interest margin. Demirgüç-Kunt and Harry Huizinga (1999) stated that “Differences in the bank activity mix also have an impact on spreads and profitability. Results show that banks with relatively high noninterest earning assets are less profitable. Interest earning activities are generally regarded as riskier than fee based activities, which would need to be rewarded by higher returns. Also, banks that rely largely on deposits for their funding are less profitable, as deposits apparently require high branching and other expenses. Similarly, variation in overhead and other operating costs is reflected in variation in bank interest margins, as banks pass on their operating costs to their depositors and lenders”. 
In this study, foreign exchange profit and loss amounts, which have great proportion in the noninterest income and noninterest expense items, have been netted because these two items work in two ways and affect the results significantly due to the volume of profit and at the same time loss. Results show that NONINTINCMTA has a negative relationship with NIM and ROE but these relationships are not significant empirically. NONINTINCMTA has a positive and strong relationship with ROA at the 1 % level. 

(8) In this study, noninterest expenses to total assets, NONINTEXPTA, variable has composed the total of (commissions paid, marketable security transactions losses, foreign exchange losses (after netting), rents, provisions for termination indemnities, amortisation expenses, taxes and duties, extraordinary expenses, provisions for doubtful receivables, other provisions and other operating expenses) to total assets. Noninterest expenses have strong effects on NIM, ROA and ROE therefore the management of expenses is so vital for a bank. This empirical study implies that while the noninterest expenses to total assets increase, NIM decreases but ROA and ROE increases. Personnel expenses consist nearly quarter of noninterest expenses in 2003 and 2004, after that time, consist one third of noninterest expenses between the years 2005 and 2008. This item was the most important issue for the banking sector since it increased from 23.52 % (TRY 40.46 million) to 35.93 % (TRY 120.68 million) of operating expenses which means personnel expenses increased by 198 %  while all the operating expenses increased by only 95 % during the studied period. It might be the reason of i) expanding of business required more personnel, ii) insufficient IT software system required more personnel, iii) improvement of salaries caused more payments. In this study too NONINTEXPTA has strong relation with each of the three dependent variables and this explanatory variable is statistically significant at the 1 % level. But this relation is negative for NIM and positive for the others. 
7 CONCLUSIONS
The subject of this study is the banks operate in TRNC including public, commercial and foreign bank branches. Every bank has different characteristics that affect their interest margin and profitability. In this study, micro (bank specific) determinants’ relations on Net Interest Margin (NIM), Return on Assets (ROA) and Return on Equities (ROE) have been tried to find out. According to this empirical study, it is concluded that;
1. Loan is the most important item in the balance sheets for net interest margin and profitability. Improving of lending techniques will help banks to expand their profitability. On the other hand, the trade law in force is not suitable for doing business properly because of the gaps that prevents running of business such as specialization and preventing of delays in courts. Solving of the problem will help reduce the reluctance of banks in lending. 

2. Funding Turkish Treasury, instead of funding domestic market, was less risky and more profitable. But the cost of this investment was to the domestic market. As long as the ratio of funds at foreign banks to deposits diminishes halfway down, the ratio of loans to deposits doubled. Therefore the strategy of Central Bank of TRNC about the liquidity ratio mentioned in section 2.3 is correct and helps develop of the domestic market. 
3. In the literature, as long as bank total assets to sector total assets ratio increases, profitability also increases. But in this empirical study, no evidence has been found. The growth of the bank (bank total assets to sector total assets ratio) does not affect the NIM, ROA or ROE. 
4. Noninterest income to total assets (NONINTINCMTA) ratio shows that it has a great effect on ROA. Banks should expand their noninterest income items, which are not as risky as loans, by differentiating their products, to have a better ROA.

5. More sophisticated IT systems will help banks reduce the personnel expenses and work more efficient. 
6. In this study, only micro variables’ effects have been searched, macro variables’ effects should be the further study’s subject. 
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APPENDICES
Table 39: Consolidated Assets


[image: image40.emf]TRY ACTIVE 2008 2007 2006 2005 2004 2003

I - LIQUID ASSETS 58,915,069 58,032,771 43,106,493 34,078,556 34,005,606 25,537,231

A. Cash (TRY) 37,872,479 39,324,021 26,995,536 17,501,072 9,403,377 8,133,006

B. Cash (FX) 19,967,733 17,410,102 14,762,555 12,607,613 13,264,869 11,454,474

C. Other Liquid Assets 1,074,857 1,298,648 1,348,402 3,969,872 11,337,360 5,949,750

II - BANKS 2,103,055,430 2,142,561,426 2,375,444,159 1,822,518,742 1,653,812,039 1,383,501,620

A. Central Bank of TRNC 884,893,700 767,773,850 561,749,918 442,323,613 385,405,014 334,853,688

B. Other Banks 1,218,161,730 1,374,787,576 1,813,694,241 1,380,195,130 1,268,407,026 1,048,647,932

 1) Domestic Banks 7,106,848 41,528,353 17,614,293 7,215,189 11,159,465 8,209,684

 2) Foreign Banks 1,210,990,325 1,333,254,455 1,796,078,471 1,372,839,650 1,257,247,561 1,040,438,248

 3) Reverse Repo Receivables 64,557 4,768 1,477 140,291 0 0

III - MARKETABLE SECURITIES (Net) 402,880,313 256,412,899 181,679,975 162,408,496 269,827,447 258,711,106

A. Public Sector Bonds and Notes 115,129,957 118,305,981 8,618,119 15,160,992 21,804,184 16,994,901

B. Other Bonds 42,364,555 1,387,525 5,686,401 15,021,843 73,114,252 37,188,029

C. Share Certificates 354,047 260,031 143,256 43,125 30,000 30,000

D. Other Marketable Securities 245,031,754 136,459,362 167,232,199 132,182,536 174,879,011 204,498,176

IV - LOANS 3,099,213,863 2,464,423,812 2,088,350,851 1,446,453,618 1,052,863,019 659,398,032

A. Short Term Loans 2,016,622,689 1,649,466,018 1,386,025,552 941,433,920 676,055,822 586,133,916

B. Medium and Long Term Loans 1,082,591,174 814,957,794 702,325,299 505,019,698 376,807,197 73,264,116

V - PAST DUE LOANS AND RECEIVABLES 135,875,556 123,971,021 111,892,844 51,936,603 54,350,432 58,615,317

A. Collectible Loans and Other Receivables 42,052,694 25,990,574 21,692,744 23,323,499 10,110,079 20,479,636

1) Balance of Receivables 58,766,376 40,440,372 34,489,320 39,832,876 24,717,967 27,029,865

2) Provisions for Balance of Receivables (-) -16,713,682  -14,449,798  -12,796,576  -16,509,377  -14,607,888  -6,550,229 

B. Doubtful Loans and Other Receivables 21,147,648 22,089,937 19,490,883 4,457,033 12,377,867 2,077,116

1) Balance of Receivables 34,228,697 37,804,996 32,045,625 11,564,020 17,817,344 11,986,124

2) Provisions for Balance of Receivables (-) -13,081,049  -15,715,059  -12,554,742  -7,106,987  -5,439,477  -9,909,008 

C. Uncollectible Loans and Other Receivables 72,675,214 75,890,510 70,709,217 24,156,071 31,862,486 36,058,566

1) Balance of Receivables 236,352,702 188,533,136 159,842,518 71,415,231 77,539,274 79,079,814

2) Provisions for Balance of Receivables (-) -163,677,488  -112,642,626  -89,133,301  -47,259,160  -45,676,788  -43,021,248 

VI - INTEREST& INCOME ACCRUALS AND REDISCOUNTS 51,191,471 41,198,887 32,086,626 33,296,761 37,963,939 44,920,978

A. Loans 8,785,967 6,929,249 4,716,986 4,022,251 3,828,442 6,639,601

B. Marketable Securities 32,219,525 28,493,239 20,104,706 18,659,841 25,349,001 36,442,975

C. Others 10,185,979 5,776,399 7,264,934 10,614,668 8,786,496 1,838,402

VII -LEASING RECEIVABLES (Net) 0 0 0 0 0 6,119,248

A. Leasing Receivables 0 0 0 0 0 6,927,582

B. Unearned Revenues (-) 0 0 0 0 0 -808,334 

VIII -REQUIRED RESERVES 519,978,038 449,634,697 450,479,915 369,830,453 327,701,350 312,479,569

IX - VARIOUS RECEIVABLES 12,690,029 11,120,225 5,867,425 1,422,251 3,993,319 2,836,959

X - AFFILIATES (Net) 5,355,655 5,398,200 4,797,560 3,863,883 4,716,054 2,241,297

A. Financial Affiliates 5,133,244 5,175,789 4,375,149 3,521,072 4,527,675 2,109,761

B. Non Financial Affiliates 222,411 222,411 422,411 342,811 188,379 131,536

XI - SUBSIDIARIES (Net) 45,426,533 44,627,356 44,767,512 37,642,960 35,269,176 33,033,940

A. Financial Subsidiaries 37,358,237 35,239,775 44,767,512 37,642,960 35,269,176 33,033,940

B. Non Financial Subsidiaries 8,068,296 9,387,581 0 0 0 0

XII -AFFILIATED SECURITIES (Net) 163,171,070 190,654,248 133,254,570 71,158,332 23,823,097 1,781,741

A. Stocks 45,439 35,519,189 41,046,061 44,790 44,790 44,790

B. Other Securities 163,125,631 155,135,059 92,208,509 71,113,542 23,778,307 1,736,951

XIII -FIXED ASSETS (Net) 98,623,940 86,872,202 69,866,935 59,848,095 55,238,428 53,597,990

A. Nominal Value  157,642,540 136,353,534 112,613,092 104,546,895 94,695,933 89,718,793

B. Accumulated Depreciation -59,018,600  -49,481,332  -42,746,157  -44,698,800  -39,457,505  -36,120,803 

XIV -OTHER ASSETS 45,259,055 45,628,651 28,269,990 115,499,301 56,916,571 64,441,762

TOTAL ASSETS 6,741,636,022 5,920,536,395 5,569,864,855 4,209,958,051 3,610,480,478 2,907,216,791


Table 40: Consolidated Liabilities and Shareholders’ Equity
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I - DEPOSITS 5,563,201,922 4,937,349,183 4,681,072,889 3,632,742,421 3,207,533,829 2,490,413,797

A. Savings Deposits 4,368,811,490 3,806,859,534 3,579,551,905 2,777,373,681 2,714,400,938 2,094,407,396

B. Public Institutions Deposits 528,888,172 471,927,011 485,688,777 333,230,366 248,245,863 195,135,914

C. Commercial Institutions Deposits 316,698,170 350,184,547 345,786,608 255,748,589 88,915,784 66,942,037

D. Other Institutions Deposits 297,438,710 223,327,073 220,115,052 201,842,875 129,613,041 113,876,946

E. Bank Deposits 49,751,578 85,051,018 49,930,547 64,546,910 26,358,203 20,051,504

F. Gold Depot Accounts 1,613,802 0 0 0 0 0

II -  REPO FUNDS 40,683,410 34,260,522 46,686,240 40,744,581 0 0

III -LOANS USED 193,166,933 112,615,692 259,010,769 30,353,361 28,690,259 132,235,794

A. TRNC Central Bank Loans 4,232,936 4,671,688 6,769,344 3,515,755 1,037,320 15,942,454

B. Other Loans Used 188,933,997 107,944,004 252,241,425 26,837,606 27,652,939 116,293,340

 1) Domestic Banks and Institutions 0 205,242 0 0 1,026 2,501,800

 2) Foreign Bank, Institution and Funds 188,933,997 107,738,762 252,241,425 26,837,606 27,651,913 113,791,540

 3) Capital Characteristic Loans 0 0 0 0 0 0

IV - FUNDS 25,415,108 25,278,753 23,974,050 14,883,752 15,751,609 13,571,218

V - ISSUED SECURITIES (Net) 0 0 0 0 0 0

A. Bonds 0 0 0 0 0 0

B. Asset-Backed Securities 0 0 0 0 0 0

C. Debentures 0 0 0 0 0 0

VI - INTEREST AND EXPENDITURE REDISCOUNTS 55,071,557 50,402,122 62,545,096 44,861,120 41,851,726 51,203,632

A. Deposits 46,558,805 44,653,910 54,675,821 37,131,360 33,972,275 45,137,823

B. Loans Used 672,229 618,934 791,633 594,837 1,353,669 958,598

C. Others 7,840,523 5,129,278 7,077,642 7,134,923 6,525,782 5,107,211

VII - LEASING DEBTS (Net) 0 0 0 0 0 0

A. Leasing Debts 0 0 0 0 0 0

B. Deferred Leasing Expenditures ( - ) 0 0 0 0 0 0

VIII -TAX, DUTY AND CHARGES PAYABLE 17,112,989 12,426,567 9,230,089 8,408,571 5,187,256 5,057,440

IX -IMPORT TRANSFER ORDERS 188,015 209,056 555,594 214,329 1,154,693 832,038

X - VARIOUS DEBTS 25,506,551 29,270,436 10,005,023 14,914,195 6,431,592 9,030,397

XI -PROVISIONS 86,219,615 70,486,941 55,939,074 78,515,835 60,595,740 33,365,213

A. Provisions for Termination Indemnities 36,216,463 30,968,429 27,062,316 32,219,188 27,569,714 21,793,562

B. Provisions for Loans 32,528,134 11,724,541 10,356,948 6,064,821 4,223,944 2,173,397

C. Provisions for Taxes 6,421,656 15,978,731 7,691,179 11,440,236 15,362,868 8,166,842

D. Other Provisions 11,053,362 11,815,240 10,828,631 28,791,590 13,439,215 1,231,412

XII -OTHER LIABILITIES 90,296,172 86,820,605 78,927,489 77,335,168 60,533,821 35,630,676

XIII -EQUITIES 458,006,379 401,430,329 240,418,662 191,492,516 101,543,702 100,134,153

A. Paid up Capital 403,177,279 378,475,328 203,797,853 189,309,816 165,545,528 149,396,428

 1) Capital 457,224,113 429,709,454 255,137,451 241,728,307 217,972,353 201,975,272

 2) Unpaid Capital  ( - ) -54,046,834  -51,234,126  -51,339,598  -52,418,491  -52,426,825  -52,578,844 

B. Legal Reserves 36,080,885 25,697,100 18,751,618 13,293,011 6,793,666 4,152,394

 1) Legal Reserves 36,080,885 25,697,100 18,751,618 13,293,011 6,789,971 4,033,929

 2) Share Premium 0 0 0 0 3,695 47

 3) Other Legal Reserves 0 0 0 0 0 118,418

C. Discretionary Reserves 53,696,391 24,886,707 20,005,842 7,883,474 3,066,112 1,596,298

D. Revaluation Funds 1,177,925 3,116,836 23,638,277 1,555,630 3,076,217 1,557,730

E. Revaluation Differences 4,801,581 4,377,798 3,785,108 3,785,108 2,198,378 0

F. Loss -40,927,682  -35,123,440  -29,560,036  -24,334,523  -79,136,199  -56,568,697 

 1) Loss for the Period -10,262,760  -5,563,405  -6,977,962  -2,511,859  -27,257,794  -40,316,489 

 2) Losses from Previous Years -30,664,922  -29,560,035  -22,582,074  -21,822,664  -51,878,405  -16,252,208 

XIV -PROFIT 186,767,371 159,986,189 101,499,880 75,492,202 81,206,252 35,742,435

A. Profit for the Period 111,665,755 104,839,704 69,633,358 55,595,807 70,175,235 27,978,538

B. Retained Earnings 75,101,616 55,146,485 31,866,522 19,896,395 11,031,017 7,763,897

TOTAL LIABILITIES 6,741,636,022 5,920,536,395 5,569,864,855 4,209,958,051 3,610,480,478 2,907,216,791


Table 41: Consolidated Income Statement
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2,008  2,007  2,006  2,005  2,004  2,003 

I - INTEREST INCOME 908,715,647 855,388,046 622,800,867 651,400,386 636,818,027 656,730,510

A. Interest Income from Loans 583,422,680 475,168,286 344,430,469 244,744,549 206,895,664 219,712,190

 1) Interest Income from TRY Loans 471,852,083 386,881,404 270,328,936 185,023,224 158,455,497 182,675,678

    a - Short Term Loans 374,899,262 308,091,090 229,976,626 164,275,466 149,488,557 175,151,902

    b - Medium and Long Term Loans 96,952,821 78,790,314 40,352,310 20,747,758 8,966,939 7,523,776

 2) Interest Income from FX Loans 100,739,641 77,235,431 69,063,929 52,778,401 32,068,795 23,963,163

    a - Short Term Loans 52,927,973 44,685,230 36,707,279 23,928,875 16,251,598 20,794,451

    b - Medium and Long Term Loans 47,811,668 32,550,201 32,356,650 28,849,526 15,817,197 3,168,712

 3) Interest Income from Collectible Loans 10,830,956 11,051,451 5,037,604 6,942,924 16,371,373 13,073,349

B. Interest Income from Legal Reserves 32,169,339 31,410,353 26,353,749 18,863,890 18,236,441 14,370,392

C. Interest Income from Banks 211,766,134 276,387,061 215,775,139 166,996,421 173,856,612 137,311,693

 1) TRNC Central Bank 77,166,486 68,085,207 37,855,035 20,897,454 25,264,324 31,719,733

 2) Domestic Banks 6,213,159 4,375,613 4,252,683 967,457 1,898,433 81,557

 3) Foreign Banks 128,380,594 203,825,169 173,449,460 145,041,440 146,693,854 105,510,403

 4) Reverse Repo Transactions 5,895 101,072 217,961 90,069 0 0

D. Interest Income from Marketable Securities 78,491,896 67,948,823 34,580,651 42,365,083 60,572,882 81,977,026

 1) Development Bank Debenture Bonds 7,818,260 5,211,203 2,421,519 1,229,679 892,639 5,839,966

 2) Other Marketable Securities 70,673,636 62,737,620 32,159,132 41,135,404 59,680,243 76,137,060

E. Other Interest Income 2,865,598 4,473,523 1,660,859 178,430,444 177,256,428 203,359,209

II - INTEREST EXPENDITURE 593,448,335 552,368,016 408,263,580 446,424,645 454,183,107 517,963,414

A. Interest Expenditure for Deposits 467,999,299 387,897,452 300,467,021 222,633,519 234,787,818 300,972,166

 1) Savings Deposits 354,634,544 292,745,400 220,658,926 169,873,431 184,647,105 244,692,961

 2) Public Institutions Deposits 65,119,026 58,397,334 44,176,004 32,361,110 26,489,142 39,981,903

 3) Commercial Institutions Deposits 35,314,679 28,459,896 27,334,284 6,164,923 3,613,200 3,146,665

 4) Other Institutions Deposits 6,171,416 4,297,271 4,858,215 10,668,695 16,627,271 10,873,886

 5) Banks Deposits 6,759,634 3,997,551 3,439,592 3,565,359 3,411,100 2,276,751

B.  Interest Expenditure for FX Deposits 87,075,289 78,615,783 71,358,733 55,177,376 38,448,539 35,340,462

 1) Saving Deposits 76,481,168 69,425,606 63,322,064 50,747,744 38,123,954 35,167,110

 2) Public Institutions Deposits 4,624,315 4,901,272 3,793,583 1,710,594 6,631 122,570

 3) Commercial Institutions Deposits  3,203,348 2,400,206 2,509,698 1,264,267 155,200 40,111

 4) Other Institutions Deposits 1,035,072 858,703 700,443 475,943 11,599 10,671

 5) Banks Deposits 1,731,386 1,029,996 1,032,945 978,828 151,155 0

 6) Gold Depot Accounts 0 0 0 0 0 0

C. Interest Expenditures for Repo 2,865,868 3,867,998 5,701,001 3,927,682 0 0

D. Interest Expenditure for Loans Used 34,653,951 74,566,508 30,706,637 26,044,871 30,220,052 12,895,880

 1) TRNC Central Bank 233,845 254,490 24,347 49,662 2,613,657 8,073,892

 2) Domestic Banks 1,565 0 329 0 33,428 264,475

 3) Foreign Banks 34,113,786 73,987,012 29,993,273 25,711,111 26,965,327 4,056,875

 4) Reverse Repo Transactions 304,755 325,006 688,688 284,098 607,640 500,638

E. Interest Expenditure for Marketable Securities Issued 0 0 0 15,267 54,455 63,759

F. Other Interest Expenditure 853,928 7,420,275 30,188 138,625,930 150,672,244 168,691,147

0 0 0 0 0 0

III - NET INTEREST INCOME  [ I - II ] 315,267,312 303,020,030 214,537,287 204,975,741 182,634,919 138,767,096

0 0 0 0 0 0

IV - OPERATING INCOME 772,664,929 364,324,313 314,297,449 199,724,582 425,893,281 133,833,735

A. Fees and Commissions Earned 67,168,728 52,939,586 46,464,137 40,004,773 31,902,411 17,487,761

 1) Loans 16,977,774 12,208,968 8,773,663 6,783,390 5,789,061 3,169,230

 2) Noncash Loans 5,168,657 4,574,448 6,939,288 5,404,270 2,977,914 2,449,675

 3) Others 45,022,297 36,156,170 30,751,186 27,817,113 23,135,435 11,868,856

B. Capital Market Transaction Income 750,984 790,091 1,160,894 1,309,465 634,018 5,994,897

C. Exchange Income 667,353,235 271,985,480 236,167,405 132,516,319 369,402,826 102,176,414

D. Dividend Income from Affiliates 163,703 301,686 1,497,393 981,495 1,704,213 135,311

E. Extraordinary Income 143,470 171,701 80,438 8,123 1,296,283 147,180

F. Other Operating Income 37,084,809 38,135,769 28,927,182 24,904,406 20,953,530 7,892,172

0 0 0 0 0 0

V - OPERATING EXPENSE 969,637,215 543,122,051 453,214,919 335,990,487 545,680,849 274,213,553

A. Fees and Commissions Paid 5,204,273 3,805,896 3,772,312 2,859,853 2,448,763 2,729,825

 1) Loans 737,784 297,397 366,906 102,135 48,034 251,140

 2) Personnel Expenses 0 0 0 4,583 8,495 0

 3) Others 4,466,489 3,508,499 3,405,406 2,753,135 2,392,234 2,478,685

B. Capital Market Transaction Expense 266,405 281,180 133,893 162,339 343,799 101,806

C. Exchange Expense 633,732,875 281,677,576 197,625,901 123,029,140 345,794,662 125,823,930

D. Personnel Expenses 120,684,358 95,882,526 79,439,410 66,304,628 50,852,391 40,462,149

E. Provision for Termination Indemnities 7,367,078 6,012,101 7,571,103 3,354,738 4,702,484 9,216,946

F. Rent Expenses 6,537,732 5,918,258 4,749,510 3,278,612 2,917,894 2,260,987

G. Amortisation Expenses 11,000,270 8,940,854 7,277,157 4,930,349 4,407,684 4,525,667

H. Taxes and Duties 2,288,204 2,428,496 1,282,929 1,044,918 851,740 693,127

I. Extraordinary Expenses 0 0 623,731 384,230 1,436,604 1,139,159

J. Provision for Doubtful Receivables 71,650,457 49,548,215 53,103,881 20,816,004 19,179,211 15,546,302

K. Other Provisions 24,374,822 12,576,018 4,875,372 2,370,028 3,137,248 5,470,336

L. Other Operating Expenses 86,530,741 76,050,931 92,759,720 107,455,648 109,608,369 66,243,319

VI - NET OPERATING EXPENSES [ IV - V ]-196,972,286  -178,797,738  -138,917,470  -136,265,905  -119,787,568  -140,379,819 

VII -PROFIT / LOSS BEFORE TAX [ III + VI ] 118,295,026 124,222,292 75,619,817 68,709,837 62,847,351 -1,612,724 

VIII -PROVISION FOR TAXES 16,892,031 24,945,993 12,964,421 15,369,888 18,976,757 10,725,226

IX - NET PROFIT / LOSS [ VII - VIII ] 101,402,995 99,276,299 62,655,396 53,339,948 43,870,591 -12,337,951 
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2 2008 6.96 0.84 5.34

24.79

52.20 4.47 81.31 15.81 0.51 2.03 -3.96 

2 2007 8.17 1.59 8.96

28.14

49.29 2.46 77.89 17.75 0.47 2.20 -4.45 

2 2006 7.40 1.06 5.74

29.46

47.70 1.88 78.74 18.45 0.42 2.92 -5.54 

2 2005 8.98 2.53 9.09

21.82

49.90 1.22 68.10 27.80 0.32 2.19 -4.55 

2 2004 7.39 4.31 16.82

42.19

29.99 1.47 72.56 25.60 0.36 2.13 -3.00 

2 2003 5.27 -0.85  -4.70 

33.59

30.87 4.71 79.14 18.09 0.19 2.32 -4.89 

3 2008 5.63 22.19 23.12

89.46

4.53 0.00 3.42 95.97 0.05 24.63 -3.93 

3 2007 5.97 -9.96  -15.21 

85.33

4.86 0.00 34.03 65.50 0.06 0.25 -13.05 

3 2006 4.16 0.00 0.00

89.26

5.42 0.00 33.96 65.34 0.08 4.41 -5.57 

3 2005 4.70 -0.79  -0.99 

86.40

3.40 0.00 19.68 79.82 0.08 0.33 -2.51 

3 2004 9.29 -2.16  -2.27 

82.84

8.02 0.00 4.19 95.21 0.05 0.03 -7.05 

3 2003 5.51 -17.10  -17.56 

86.94

3.85 0.00 2.05 97.34 0.07 0.02 -18.68 

4 2008 4.57 1.85 23.34

41.12

43.44 0.84 87.25 7.94 4.14 2.78 -3.51 

4 2007 6.23 2.12 27.12

37.95

48.83 0.04 86.77 7.80 4.23 3.06 -5.10 

4 2006 5.08 2.08 27.46

29.03

56.45 0.00 86.84 7.57 3.89 2.79 -3.43 

4 2005 4.99 2.30 28.41

37.88

41.59 1.10 86.31 8.11 3.91 2.32 -2.81 

4 2004 5.62 2.74 33.81

44.01

32.22 2.92 84.34 8.12 3.93 2.75 -3.29 

4 2003 6.39 1.91 26.66

52.05

19.75 6.41 87.53 7.15 3.69 1.36 -3.66 

6 2008 5.77 1.46 17.14

31.12

45.19 1.32 70.59 8.52 4.74 2.29 -4.06 

6 2007 5.99 2.10 22.41

29.29

45.43 0.00 63.74 9.38 4.07 2.32 -3.88 

6 2006 5.60 1.42 15.04

26.35

42.51 0.00 58.22 9.44 3.33 2.07 -3.94 

6 2005 7.31 4.74 44.27

29.11

39.13 0.00 63.63 10.71 3.00 2.69 -1.67 

6 2004 10.31 5.48 48.80

38.53

45.21 0.00 75.75 11.23 1.86 3.18 -3.65 

6 2003 11.82 0.57 6.20

40.16

36.33 0.00 88.56 9.24 1.44 1.87 -9.62 

7 2008 2.30 -12.87  -28.58 

31.06

26.47 17.13 53.25 45.05 0.06 5.43 -7.71 

7 2007 4.46 -23.44  -26.65 

2.54

24.13 21.08 7.96 87.95 0.04 1.53 -12.55 

7 2006 5.71 -16.70  -18.47 

0.78

30.01 22.24 2.65 90.42 0.05 5.64 -13.07 

7 2005 3.80 -17.69  -20.04 

18.31

24.98 24.50 2.97 88.30 0.06 1.25 -14.65 

7 2004 1.67 -16.37  -31.63 

2.10

0.06 54.30 14.88 51.76 0.04 2.52 -13.57 

7 2003 1.93 -17.90  -30.74 

1.55

5.21 52.54 4.03 58.21 0.06 0.45 -13.36 

9 2008 3.48 1.33 25.20

49.49

39.02 1.02 86.89 5.29 2.73 1.41 -2.07 

9 2007 2.86 1.73 48.37

67.83

22.72 0.00 95.10 3.58 3.43 1.15 -1.12 

9 2006 1.98 1.51 40.17

75.67

14.08 0.00 94.89 3.76 2.81 1.77 -1.33 

9 2005 1.11 -0.05  -1.17 

75.62

12.68 0.00 94.58 4.06 1.85 1.37 -1.44 

9 2004 0.78 -3.38  -28.51 

83.54

5.06 0.00 86.61 11.85 0.52 0.43 -2.82 

10 2008 1.29 -1.73  -35.26 

86.89

4.94 0.00 91.46 4.91 1.34 0.40 -2.47 

10 2007 3.60 0.53 6.27

81.65

5.81 0.00 71.85 8.42 0.75 0.77 -2.26 

10 2006 2.37 0.31 4.22

89.21

1.52 0.00 49.82 7.45 0.87 0.77 -1.58 

10 2005 6.28 2.14 19.66

92.58

2.23 0.00 44.38 10.88 0.84 1.03 -3.02 

10 2004 9.07 6.18 47.28

94.38

1.68 0.00 37.09 13.07 1.14 0.95 -0.94 

10 2003 12.34 7.66 56.19

95.16

0.85 0.00 30.34 13.63 1.45 0.73 -1.55 

11 2008 3.85 0.93 3.64

74.87

16.90 0.17 70.98 25.69 9.26 1.32 -3.41 

11 2007 3.11 1.66 7.38

75.33

16.05 0.40 73.30 22.50 11.60 0.83 -1.63 

11 2006 1.91 0.96 36.48

84.73

5.05 0.02 91.02 2.63 11.57 0.75 -1.21 

11 2005 1.64 0.84 37.29

86.68

2.55 0.01 96.09 2.26 10.41 0.83 -1.16 

11 2004 1.15 1.19 39.81

86.62

3.14 0.01 95.47 3.00 8.95 1.60 -0.93 

11 2003 1.21 2.23 42.49

90.39

1.43 0.00 59.59 5.25 6.19 3.16 -0.89 

12 2008 3.95 0.85 15.01

27.55

57.30 2.83 90.05 5.68 6.43 3.15 -3.93 

12 2007 5.01 1.96 25.23

30.59

52.32 3.34 85.97 7.78 5.18 4.10 -4.24 

12 2006 5.40 0.94 11.50

28.31

53.53 5.07 84.97 8.21 4.35 3.92 -5.94 

12 2005 6.67 2.14 20.95

25.25

59.14 0.45 84.97 10.21 3.73 5.42 -6.49 

12 2004 6.83 5.01 44.99

19.06

56.46 10.43 82.70 11.14 3.15 6.41 -3.78 

12 2003 7.50 2.84 34.86

42.24

38.87 0.00 83.46 8.15 2.94 4.05 -4.64 

13 2008 5.22 2.71 16.19

20.05

63.57 0.72 44.66 16.76 0.44 6.47 -3.67 

13 2007 4.40 3.47 28.15

49.04

40.27 0.33 56.24 12.31 0.76 4.72 -2.19 

13 2006 4.85 2.85 19.70

42.02

45.88 0.10 73.96 14.44 0.60 4.91 -3.40 

13 2005 10.80 7.75 25.21

38.20

45.63 0.01 62.98 30.73 0.35 7.25 -5.16 

13 2004 12.64 2.13 5.44

78.16

0.00 0.00 56.72 39.08 0.25 4.93 -6.96 

13 2003 3.98 -12.21  -18.28 

58.98

0.00 0.00 23.57 66.78 0.15 0.45 -10.03 

DEPENDENT VARIABLES EXPLANATORY VARIABLES



Table 43: Data Page 2/2
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14 2008 4.64 2.45 54.70

53.85

36.62 0.00 80.55 4.48 12.52 1.85 -2.66 

14 2007 5.97 3.72 64.66

63.46

27.73 0.00 88.88 5.75 12.04 1.59 -1.92 

14 2006 1.61 0.56 24.99

79.78

12.36 0.00 76.09 2.22 15.11 1.19 -1.47 

14 2005 1.78 0.73 29.20

79.70

8.67 0.00 95.34 2.50 13.47 1.43 -1.59 

14 2004 1.99 1.24 42.21

83.26

5.20 0.00 95.63 2.93 15.29 1.53 -1.48 

14 2003 1.94 0.91 30.87

83.65

3.52 0.00 94.25 2.94 15.18 1.30 -1.53 

15 2008 5.29 2.50 31.52

17.38

70.29 0.49 85.00 7.94 25.85 1.80 -2.64 

15 2007 5.42 1.27 20.41

20.88

65.68 1.77 86.28 6.24 25.22 0.72 -3.05 

15 2006 4.53 2.12 40.66

21.39

65.36 1.50 87.84 5.22 24.04 2.20 -2.95 

15 2005 8.05 0.76 21.38

27.15

54.40 0.69 85.64 3.54 26.11 0.92 -6.52 

15 2004 8.82 0.61 19.52

32.90

50.08 0.94 87.63 3.12 26.22 1.95 -8.69 

15 2003 9.47 0.46 15.64

35.88

44.76 1.26 87.58 2.94 27.42 0.45 -7.90 

16 2008 5.22 1.65 27.62

25.05

50.51 5.58 89.92 5.99 2.18 4.39 -3.81 

16 2007 3.66 0.75 16.92

37.26

38.98 5.77 91.60 4.45 2.38 3.75 -3.45 

16 2006 3.94 -0.27  -8.45 

42.19

35.53 4.81 92.02 3.17 2.87 5.22 -6.72 

16 2005 3.76 1.16 35.05

29.32

41.95 6.76 92.64 3.31 3.24 3.26 -3.28 

16 2004 3.01 2.69 345.43

47.21

24.23 10.37 95.30 0.78 4.85 4.00 -2.16 

16 2003 -0.55  -3.13  -148.26 

46.77

14.72 12.45 97.21 -2.11  5.53 2.38 -2.97 

19 2008 3.01 0.92 10.04

59.09

29.18 0.11 79.77 9.11 1.81 1.58 -2.13 

19 2007 0.55 -4.50  -112.72 

49.45

34.54 0.00 67.38 3.99 0.51 0.68 -2.82 

20 2008 3.85 0.05 0.42

44.10

16.81 0.00 84.42 12.86 7.28 1.04 -2.44 

20 2007 3.68 0.65 5.16

41.54

13.30 0.00 86.04 12.62 8.41 0.91 -1.94 

20 2006 2.66 0.46 3.82

50.66

15.86 0.52 85.59 12.17 9.24 1.25 -2.01 

20 2005 2.75 1.10 8.28

54.26

20.35 0.00 84.94 13.31 10.24 1.57 -1.52 

20 2004 2.93 0.82 6.02

62.45

17.80 0.00 84.65 13.56 11.28 1.37 -1.67 

20 2003 2.83 0.40 2.39

70.08

6.54 0.00 81.04 16.73 11.02 0.59 -1.52 

21 2008 5.86 -0.64  -14.84 

20.65

60.20 5.93 90.21 4.28 2.60 3.59 -7.05 

21 2007 6.82 0.94 15.19

25.43

49.47 2.39 86.14 6.19 2.35 3.38 -6.16 

21 2006 6.96 1.92 25.26

24.55

54.59 2.52 79.99 7.61 1.96 3.91 -5.78 

21 2005 8.09 2.59 27.87

14.66

55.40 2.36 81.16 9.29 1.70 1.90 -3.93 

21 2004 7.53 2.84 27.28

28.74

51.43 3.32 83.77 10.42 1.51 2.00 -3.65 

21 2003 5.42 0.56 4.57

43.43

34.10 7.23 84.67 12.26 1.16 1.19 -3.63 

22 2008 4.93 0.97 14.25

34.98

49.53 5.34 84.71 6.78 8.75 2.26 -3.42 

22 2007 5.99 0.98 15.79

33.23

51.64 5.85 84.44 6.24 9.28 1.93 -4.12 

22 2006 5.34 0.34 6.64

28.76

55.40 5.93 85.87 5.15 10.06 2.17 -4.88 

22 2005 4.02 0.83 15.51

37.84

47.64 1.05 85.94 5.37 10.83 2.73 -2.81 

22 2004 9.61 4.47 56.76

56.26

28.79 0.00 85.24 7.87 7.28 2.26 -3.72 

22 2003 8.02 2.55 52.30

67.62

10.75 0.00 84.48 4.87 6.67 1.25 -3.61 

23 2008 32.65 15.88 19.23

33.92

63.90 0.00 12.12 82.56 0.49 5.38 -17.75 

23 2007 23.90 13.89 20.41

3.85

92.94 0.00 20.08 68.07 0.54 5.62 -9.30 

23 2006 28.71 10.25 16.79

6.41

88.43 0.00 32.28 61.05 0.39 6.10 -17.67 

23 2005 13.68 9.29 34.50

1.92

87.68 0.00 67.16 26.91 0.89 5.10 -4.71 

23 2004 20.79 11.88 32.43

10.68

76.99 0.00 46.50 36.65 0.50 9.25 -11.35 

23 2003 25.00 10.45 25.60

5.15

84.60 0.00 45.98 40.84 0.37 9.10 -16.04 

24 2008 3.85 0.49 4.83

19.96

56.37 10.61 85.83 10.12 2.22 6.55 -7.42 

24 2007 6.57 1.10 10.01

15.75

64.05 9.11 83.06 10.98 2.22 2.46 -5.21 

24 2006 7.88 2.93 26.25

14.18

73.89 1.93 80.67 11.17 2.09 4.08 -5.94 

24 2005 7.15 1.94 15.88

20.23

68.05 2.20 75.62 12.23 1.69 2.03 -3.60 

24 2004 6.75 5.05 36.08

27.21

61.97 0.03 81.38 14.01 1.40 5.33 -2.96 

24 2003 5.22 0.82 7.31

38.70

48.59 0.16 82.15 11.22 1.39 2.71 -4.45 

25 2008 3.09 -5.00  -443.64 

49.68

28.58 5.36 97.70 -1.13  0.41 2.74 -6.71 

25 2007 5.84 -4.83  -63.25 

29.42

36.00 9.43 84.32 7.63 0.24 5.72 -9.00 

25 2006 4.41 -6.79  -54.57 

36.06

33.20 4.30 83.59 12.44 0.24 8.15 -13.11 

25 2005 5.68 -5.27  -34.17 

33.09

34.01 3.42 82.25 15.42 0.34 4.83 -9.76 

25 2004 1.24 -25.61  -955.75 

16.60

47.21 1.25 99.98 -2.68  0.24 7.50 -26.47 

25 2003 0.05 -4.09  -75.90 

26.62

7.73 0.83 89.44 5.38 1.28 0.57 -3.47 

26 2008 5.06 3.14 45.66

65.38

23.83 0.14 81.73 6.87 3.82 1.21 -1.62 

26 2007 5.49 3.15 42.37

75.79

11.49 0.17 84.16 7.43 3.53 1.32 -1.51 

26 2006 4.68 2.61 37.94

87.87

3.33 0.19 84.99 6.89 3.54 1.29 -1.33 

26 2005 4.43 3.71 47.79

89.09

2.40 0.22 75.07 7.76 4.12 2.59 -1.09 

26 2004 5.90 6.12 60.36

88.66

1.70 0.27 81.04 10.13 4.21 3.65 -1.15 

26 2003 5.34 -2.31  -138.75 

88.41

1.20 0.31 80.03 1.67 5.27 1.65 -8.40 

DEPENDENT VARIABLES EXPLANATORY VARIABLES


Table 44: Regression Result for Net Interest Margin (NIM) 

[image: image45.emf]SUMMARY OUTPUT

Regression Statistics

Multiple R 0.781148124

R Square 0.610192392

Adjusted R Square 0.582348991

Standard Error 3.264477752

Observations 121

ANOVA

df SS MS F Significance F

Regression 8 1868.365872 233.545734 21.91515327 9.34755E-20

Residual 112 1193.563279 10.65681499

Total 120 3061.929151

Coefficients Standard Error t Stat P-value Lower 95% Upper 95%

Intercept 2.570768253 4.110174333 0.625464529 0.532938621 -5.573015068 10.71455157

LIQUIDTA 0.072475138 0.032988856 2.196958232 0.030082977 0.007111951 0.137838325

LOANTA 0.176078435 0.034243342 5.141975705 1.16563E-06 0.108229643 0.243927226

DOBRCVTA -0.123570829 0.067282019 -1.836610007 0.068919327 -0.256881521 0.009739863

DPSTTA -0.09048538 0.029106085 -3.108813167 0.002381786 -0.148155354 -0.032815405

EQUITYTA -0.010950405 0.031347767 -0.349320105 0.727504927 -0.073061986 0.051161175

TASECTA -0.026888668 0.054078444 -0.497216008 0.62001142 -0.13403817 0.080260834

NONINTINCMTA -0.033628991 0.122060734 -0.275510312 0.783431864 -0.275476681 0.208218699

NONINTEXPTA -0.307944522 0.093047347 -3.309546513 0.001257512 -0.492305906 -0.123583137


Table 45: Regression Result for Return on Assets (ROA)
[image: image46.emf]SUMMARY OUTPUT

Regression Statistics

Multiple R 0.855441578

R Square 0.731780293

Adjusted R Square 0.712621742

Standard Error 3.540067071

Observations 121

ANOVA

df SS MS F Significance F

Regression 8 3829.402611 478.6753264 38.19601554 1.28537E-28

Residual 112 1403.592385 12.53207487

Total 120 5232.994997

Coefficients Standard Error t Stat P-value Lower 95% Upper 95%

Intercept -5.993571006 4.457157903 -1.344706904 0.181436828 -14.82485777 2.83771576

LIQUIDTA 0.143701386 0.035773796 4.016945391 0.00010706 0.072820196 0.214582575

LOANTA 0.226834977 0.037134188 6.108521352 1.4903E-08 0.153258347 0.300411608

DOBRCVTA -0.100899978 0.07296201 -1.382911156 0.169443011 -0.245464845 0.043664888

DPSTTA -0.073289953 0.031563239 -2.322003513 0.022040589 -0.135828463 -0.010751442

EQUITYTA -0.031738228 0.033994166 -0.933637502 0.352499375 -0.099093308 0.035616852

TASECTA 0.032707019 0.058643782 0.557723571 0.57814622 -0.083488113 0.148902152

NONINTINCMTA 0.837518646 0.13236518 6.327333567 5.28903E-09 0.575254017 1.099783274

NONINTEXPTA 0.806619575 0.100902464 7.994052319 1.28956E-12 0.606694283 1.006544866


Table 46: Regression Result for Return on Equities (ROE)
[image: image47.emf]SUMMARY OUTPUT

Regression Statistics

Multiple R 0.682121707

R Square 0.465290023

Adjusted R Square 0.427096453

Standard Error 81.26796163

Observations 121

ANOVA

df SS MS F Significance F

Regression 8 643668.4297 80458.55371 12.18241775 2.07158E-12

Residual 112 739701.9378 6604.481588

Total 120 1383370.368

Coefficients Standard Error t Stat P-value Lower 95% Upper 95%

Intercept -46.56517783 102.321264 -0.455087985 0.649926886 -249.3016401 156.1712844

LIQUIDTA 1.214368336 0.821245315 1.47869134 0.142029809 -0.412823934 2.841560605

LOANTA 2.488439437 0.852475297 2.919075128 0.004244688 0.799368964 4.177509909

DOBRCVTA 3.426794785 1.674960883 2.045895411 0.043109031 0.108074605 6.745514966

DPSTTA -0.467565372 0.724585177 -0.645286968 0.520060959 -1.903237973 0.968107229

EQUITYTA 1.863055314 0.780391026 2.387335647 0.018645744 0.31681058 3.409300048

TASECTA 1.718692149 1.346262796 1.276639415 0.20437025 -0.948754927 4.386139224

NONINTINCMTA -2.282287937 3.038656653 -0.751084508 0.454177032 -8.302996395 3.738420521

NONINTEXPTA 20.30645109 2.316379151 8.766462554 2.28958E-14 15.71684287 24.89605931
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TA CONS

		

		TRY				ACTIVE		2008		2007		2006		2005		2004		2003

		I -		LIQUID ASSETS				58,915,069		58,032,771		43,106,493		34,078,556		34,005,606		25,537,231

				A.		Cash (TRY)		37,872,479		39,324,021		26,995,536		17,501,072		9,403,377		8,133,006

				B.		Cash (FX)		19,967,733		17,410,102		14,762,555		12,607,613		13,264,869		11,454,474

				C.		Other Liquid Assets		1,074,857		1,298,648		1,348,402		3,969,872		11,337,360		5,949,750

		II -		BANKS				2,103,055,430		2,142,561,426		2,375,444,159		1,822,518,742		1,653,812,039		1,383,501,620

				A.		Central Bank of TRNC		884,893,700		767,773,850		561,749,918		442,323,613		385,405,014		334,853,688

				B.		Other Banks		1,218,161,730		1,374,787,576		1,813,694,241		1,380,195,130		1,268,407,026		1,048,647,932

						1) Domestic Banks		7,106,848		41,528,353		17,614,293		7,215,189		11,159,465		8,209,684

						2) Foreign Banks		1,210,990,325		1,333,254,455		1,796,078,471		1,372,839,650		1,257,247,561		1,040,438,248

						3) Reverse Repo Receivables		64,557		4,768		1,477		140,291		0		0

		III -		MARKETABLE SECURITIES (Net)				402,880,313		256,412,899		181,679,975		162,408,496		269,827,447		258,711,106

				A.		Public Sector Bonds and Notes		115,129,957		118,305,981		8,618,119		15,160,992		21,804,184		16,994,901

				B.		Other Bonds		42,364,555		1,387,525		5,686,401		15,021,843		73,114,252		37,188,029

				C.		Share Certificates		354,047		260,031		143,256		43,125		30,000		30,000

				D.		Other Marketable Securities		245,031,754		136,459,362		167,232,199		132,182,536		174,879,011		204,498,176

		IV -		LOANS				3,099,213,863		2,464,423,812		2,088,350,851		1,446,453,618		1,052,863,019		659,398,032

				A.		Short Term Loans		2,016,622,689		1,649,466,018		1,386,025,552		941,433,920		676,055,822		586,133,916

				B.		Medium and Long Term Loans		1,082,591,174		814,957,794		702,325,299		505,019,698		376,807,197		73,264,116

		V -		PAST DUE LOANS AND RECEIVABLES				135,875,556		123,971,021		111,892,844		51,936,603		54,350,432		58,615,317

				A.		Collectible Loans and Other Receivables		42,052,694		25,990,574		21,692,744		23,323,499		10,110,079		20,479,636

						1) Balance of Receivables		58,766,376		40,440,372		34,489,320		39,832,876		24,717,967		27,029,865

						2) Provisions for Balance of Receivables (-)		-16,713,682		-14,449,798		-12,796,576		-16,509,377		-14,607,888		-6,550,229

				B.		Doubtful Loans and Other Receivables		21,147,648		22,089,937		19,490,883		4,457,033		12,377,867		2,077,116

						1) Balance of Receivables		34,228,697		37,804,996		32,045,625		11,564,020		17,817,344		11,986,124

						2) Provisions for Balance of Receivables (-)		-13,081,049		-15,715,059		-12,554,742		-7,106,987		-5,439,477		-9,909,008

				C.		Uncollectible Loans and Other Receivables		72,675,214		75,890,510		70,709,217		24,156,071		31,862,486		36,058,566

						1) Balance of Receivables		236,352,702		188,533,136		159,842,518		71,415,231		77,539,274		79,079,814

						2) Provisions for Balance of Receivables (-)		-163,677,488		-112,642,626		-89,133,301		-47,259,160		-45,676,788		-43,021,248

		VI -		INTEREST& INCOME ACCRUALS AND REDISCOUNTS				51,191,471		41,198,887		32,086,626		33,296,761		37,963,939		44,920,978

				A.		Loans		8,785,967		6,929,249		4,716,986		4,022,251		3,828,442		6,639,601

				B.		Marketable Securities		32,219,525		28,493,239		20,104,706		18,659,841		25,349,001		36,442,975

				C.		Others		10,185,979		5,776,399		7,264,934		10,614,668		8,786,496		1,838,402

		VII -		LEASING RECEIVABLES (Net)				0		0		0		0		0		6,119,248

				A.		Leasing Receivables		0		0		0		0		0		6,927,582

				B.		Unearned Revenues (-)		0		0		0		0		0		-808,334

		VIII -		REQUIRED RESERVES				519,978,038		449,634,697		450,479,915		369,830,453		327,701,350		312,479,569

		IX -		VARIOUS RECEIVABLES				12,690,029		11,120,225		5,867,425		1,422,251		3,993,319		2,836,959

		X -		AFFILIATES (Net)				5,355,655		5,398,200		4,797,560		3,863,883		4,716,054		2,241,297

				A.		Financial Affiliates		5,133,244		5,175,789		4,375,149		3,521,072		4,527,675		2,109,761

				B.		Non Financial Affiliates		222,411		222,411		422,411		342,811		188,379		131,536

		XI -		SUBSIDIARIES (Net)				45,426,533		44,627,356		44,767,512		37,642,960		35,269,176		33,033,940

				A.		Financial Subsidiaries		37,358,237		35,239,775		44,767,512		37,642,960		35,269,176		33,033,940

				B.		Non Financial Subsidiaries		8,068,296		9,387,581		0		0		0		0

		XII -		AFFILIATED SECURITIES (Net)				163,171,070		190,654,248		133,254,570		71,158,332		23,823,097		1,781,741

				A.		Stocks		45,439		35,519,189		41,046,061		44,790		44,790		44,790

				B.		Other Securities		163,125,631		155,135,059		92,208,509		71,113,542		23,778,307		1,736,951

		XIII -		FIXED ASSETS (Net)				98,623,940		86,872,202		69,866,935		59,848,095		55,238,428		53,597,990

				A.		Nominal Value		157,642,540		136,353,534		112,613,092		104,546,895		94,695,933		89,718,793

				B.		Accumulated Depreciation		-59,018,600		-49,481,332		-42,746,157		-44,698,800		-39,457,505		-36,120,803

		XIV -		OTHER ASSETS				45,259,055		45,628,651		28,269,990		115,499,301		56,916,571		64,441,762

				TOTAL ASSETS				6,741,636,022		5,920,536,395		5,569,864,855		4,209,958,051		3,610,480,478		2,907,216,791





TP CONS

		

		TRY				PASSIVE		2008		2007		2006		2005		2004		2003

		I -		DEPOSITS				5,563,201,922		4,937,349,183		4,681,072,889		3,632,742,421		3,207,533,829		2,490,413,797

				A.		Savings Deposits		4,368,811,490		3,806,859,534		3,579,551,905		2,777,373,681		2,714,400,938		2,094,407,396

				B.		Public Institutions Deposits		528,888,172		471,927,011		485,688,777		333,230,366		248,245,863		195,135,914

				C.		Commercial Institutions Deposits		316,698,170		350,184,547		345,786,608		255,748,589		88,915,784		66,942,037

				D.		Other Institutions Deposits		297,438,710		223,327,073		220,115,052		201,842,875		129,613,041		113,876,946

				E.		Bank Deposits		49,751,578		85,051,018		49,930,547		64,546,910		26,358,203		20,051,504

				F.		Gold Depot Accounts		1,613,802		0		0		0		0		0

		II -		REPO FUNDS				40,683,410		34,260,522		46,686,240		40,744,581		0		0

		III -		LOANS USED				193,166,933		112,615,692		259,010,769		30,353,361		28,690,259		132,235,794

				A.		TRNC Central Bank Loans		4,232,936		4,671,688		6,769,344		3,515,755		1,037,320		15,942,454

				B.		Other Loans Used		188,933,997		107,944,004		252,241,425		26,837,606		27,652,939		116,293,340

						1) Domestic Banks and Institutions		0		205,242		0		0		1,026		2,501,800

						2) Foreign Bank, Institution and Funds		188,933,997		107,738,762		252,241,425		26,837,606		27,651,913		113,791,540

						3) Capital Characteristic Loans		0		0		0		0		0		0

		IV -		FUNDS				25,415,108		25,278,753		23,974,050		14,883,752		15,751,609		13,571,218

		V -		ISSUED SECURITIES (Net)				0		0		0		0		0		0

				A.		Bonds		0		0		0		0		0		0

				B.		Asset-Backed Securities		0		0		0		0		0		0

				C.		Debentures		0		0		0		0		0		0

		VI -		INTEREST AND EXPENDITURE REDISCOUNTS				55,071,557		50,402,122		62,545,096		44,861,120		41,851,726		51,203,632

				A.		Deposits		46,558,805		44,653,910		54,675,821		37,131,360		33,972,275		45,137,823

				B.		Loans Used		672,229		618,934		791,633		594,837		1,353,669		958,598

				C.		Others		7,840,523		5,129,278		7,077,642		7,134,923		6,525,782		5,107,211

		VII -		LEASING DEBTS (Net)				0		0		0		0		0		0

				A.		Leasing Debts		0		0		0		0		0		0

				B.		Deferred Leasing Expenditures ( - )		0		0		0		0		0		0

		VIII -		TAX, DUTY AND CHARGES PAYABLE				17,112,989		12,426,567		9,230,089		8,408,571		5,187,256		5,057,440

		IX -		IMPORT TRANSFER ORDERS				188,015		209,056		555,594		214,329		1,154,693		832,038

		X -		VARIOUS DEBTS				25,506,551		29,270,436		10,005,023		14,914,195		6,431,592		9,030,397

		XI -		PROVISIONS				86,219,615		70,486,941		55,939,074		78,515,835		60,595,740		33,365,213

				A.		Provisions for Termination Indemnities		36,216,463		30,968,429		27,062,316		32,219,188		27,569,714		21,793,562

				B.		Provisions for Loans		32,528,134		11,724,541		10,356,948		6,064,821		4,223,944		2,173,397

				C.		Provisions for Taxes		6,421,656		15,978,731		7,691,179		11,440,236		15,362,868		8,166,842

				D.		Other Provisions		11,053,362		11,815,240		10,828,631		28,791,590		13,439,215		1,231,412

		XII -		OTHER LIABILITIES				90,296,172		86,820,605		78,927,489		77,335,168		60,533,821		35,630,676

		XIII -		EQUITIES				458,006,379		401,430,329		240,418,662		191,492,516		101,543,702		100,134,153

				A.		Paid up Capital		403,177,279		378,475,328		203,797,853		189,309,816		165,545,528		149,396,428

						1) Capital		457,224,113		429,709,454		255,137,451		241,728,307		217,972,353		201,975,272

						2) Unpaid Capital  ( - )		-54,046,834		-51,234,126		-51,339,598		-52,418,491		-52,426,825		-52,578,844

				B.		Legal Reserves		36,080,885		25,697,100		18,751,618		13,293,011		6,793,666		4,152,394

						1) Legal Reserves		36,080,885		25,697,100		18,751,618		13,293,011		6,789,971		4,033,929

						2) Share Premium		0		0		0		0		3,695		47

						3) Other Legal Reserves		0		0		0		0		0		118,418

				C.		Discretionary Reserves		53,696,391		24,886,707		20,005,842		7,883,474		3,066,112		1,596,298

				D.		Revaluation Funds		1,177,925		3,116,836		23,638,277		1,555,630		3,076,217		1,557,730

				E.		Revaluation Differences		4,801,581		4,377,798		3,785,108		3,785,108		2,198,378		0

				F.		Loss		-40,927,682		-35,123,440		-29,560,036		-24,334,523		-79,136,199		-56,568,697

						1) Loss for the Period		-10,262,760		-5,563,405		-6,977,962		-2,511,859		-27,257,794		-40,316,489

						2) Losses from Previous Years		-30,664,922		-29,560,035		-22,582,074		-21,822,664		-51,878,405		-16,252,208

		XIV -		PROFIT				186,767,371		159,986,189		101,499,880		75,492,202		81,206,252		35,742,435

				A.		Profit for the Period		111,665,755		104,839,704		69,633,358		55,595,807		70,175,235		27,978,538

				B.		Retained Earnings		75,101,616		55,146,485		31,866,522		19,896,395		11,031,017		7,763,897

				TOTAL LIABILITIES				6,741,636,022		5,920,536,395		5,569,864,855		4,209,958,051		3,610,480,478		2,907,216,791





TI CONS

		

		TRY				INCOME STATEMENT		2,008		2,007		2,006		2,005		2,004		2,003

		I -		INTEREST INCOME				908,715,647		855,388,046		622,800,867		651,400,386		636,818,027		656,730,510

				A.		Interest Income from Loans		583,422,680		475,168,286		344,430,469		244,744,549		206,895,664		219,712,190

						1) Interest Income from TRY Loans		471,852,083		386,881,404		270,328,936		185,023,224		158,455,497		182,675,678

						a - Short Term Loans		374,899,262		308,091,090		229,976,626		164,275,466		149,488,557		175,151,902

						b - Medium and Long Term Loans		96,952,821		78,790,314		40,352,310		20,747,758		8,966,939		7,523,776

						2) Interest Income from FX Loans		100,739,641		77,235,431		69,063,929		52,778,401		32,068,795		23,963,163

						a - Short Term Loans		52,927,973		44,685,230		36,707,279		23,928,875		16,251,598		20,794,451

						b - Medium and Long Term Loans		47,811,668		32,550,201		32,356,650		28,849,526		15,817,197		3,168,712

						3) Interest Income from Collectible Loans		10,830,956		11,051,451		5,037,604		6,942,924		16,371,373		13,073,349

				B.		Interest Income from Legal Reserves		32,169,339		31,410,353		26,353,749		18,863,890		18,236,441		14,370,392

				C.		Interest Income from Banks		211,766,134		276,387,061		215,775,139		166,996,421		173,856,612		137,311,693

						1) TRNC Central Bank		77,166,486		68,085,207		37,855,035		20,897,454		25,264,324		31,719,733

						2) Domestic Banks		6,213,159		4,375,613		4,252,683		967,457		1,898,433		81,557

						3) Foreign Banks		128,380,594		203,825,169		173,449,460		145,041,440		146,693,854		105,510,403

						4) Reverse Repo Transactions		5,895		101,072		217,961		90,069		0		0

				D.		Interest Income from Marketable Securities		78,491,896		67,948,823		34,580,651		42,365,083		60,572,882		81,977,026

						1) Development Bank Debenture Bonds		7,818,260		5,211,203		2,421,519		1,229,679		892,639		5,839,966

						2) Other Marketable Securities		70,673,636		62,737,620		32,159,132		41,135,404		59,680,243		76,137,060

				E.		Other Interest Income		2,865,598		4,473,523		1,660,859		178,430,444		177,256,428		203,359,209

		II -		INTEREST EXPENDITURE				593,448,335		552,368,016		408,263,580		446,424,645		454,183,107		517,963,414

				A.		Interest Expenditure for Deposits		467,999,299		387,897,452		300,467,021		222,633,519		234,787,818		300,972,166

						1) Savings Deposits		354,634,544		292,745,400		220,658,926		169,873,431		184,647,105		244,692,961

						2) Public Institutions Deposits		65,119,026		58,397,334		44,176,004		32,361,110		26,489,142		39,981,903

						3) Commercial Institutions Deposits		35,314,679		28,459,896		27,334,284		6,164,923		3,613,200		3,146,665

						4) Other Institutions Deposits		6,171,416		4,297,271		4,858,215		10,668,695		16,627,271		10,873,886

						5) Banks Deposits		6,759,634		3,997,551		3,439,592		3,565,359		3,411,100		2,276,751

				B.		Interest Expenditure for FX Deposits		87,075,289		78,615,783		71,358,733		55,177,376		38,448,539		35,340,462

						1) Saving Deposits		76,481,168		69,425,606		63,322,064		50,747,744		38,123,954		35,167,110

						2) Public Institutions Deposits		4,624,315		4,901,272		3,793,583		1,710,594		6,631		122,570

						3) Commercial Institutions Deposits		3,203,348		2,400,206		2,509,698		1,264,267		155,200		40,111

						4) Other Institutions Deposits		1,035,072		858,703		700,443		475,943		11,599		10,671

						5) Banks Deposits		1,731,386		1,029,996		1,032,945		978,828		151,155		0

						6) Gold Depot Accounts		0		0		0		0		0		0

				C.		Interest Expenditures for Repo		2,865,868		3,867,998		5,701,001		3,927,682		0		0

				D.		Interest Expenditure for Loans Used		34,653,951		74,566,508		30,706,637		26,044,871		30,220,052		12,895,880

						1) TRNC Central Bank		233,845		254,490		24,347		49,662		2,613,657		8,073,892

						2) Domestic Banks		1,565		0		329		0		33,428		264,475

						3) Foreign Banks		34,113,786		73,987,012		29,993,273		25,711,111		26,965,327		4,056,875

						4) Reverse Repo Transactions		304,755		325,006		688,688		284,098		607,640		500,638

				E.		Interest Expenditure for Marketable Securities Issued		0		0		0		15,267		54,455		63,759

				F.		Other Interest Expenditure		853,928		7,420,275		30,188		138,625,930		150,672,244		168,691,147

								0		0		0		0		0		0

		III -		NET INTEREST INCOME  [ I - II ]				315,267,312		303,020,030		214,537,287		204,975,741		182,634,919		138,767,096

								0		0		0		0		0		0

		IV -		OPERATING INCOME				772,664,929		364,324,313		314,297,449		199,724,582		425,893,281		133,833,735

				A.		Fees and Commissions Earned		67,168,728		52,939,586		46,464,137		40,004,773		31,902,411		17,487,761

						1) Loans		16,977,774		12,208,968		8,773,663		6,783,390		5,789,061		3,169,230

						2) Noncash Loans		5,168,657		4,574,448		6,939,288		5,404,270		2,977,914		2,449,675

						3) Others		45,022,297		36,156,170		30,751,186		27,817,113		23,135,435		11,868,856

				B.		Capital Market Transaction Income		750,984		790,091		1,160,894		1,309,465		634,018		5,994,897

				C.		Exchange Income		667,353,235		271,985,480		236,167,405		132,516,319		369,402,826		102,176,414

				D.		Dividend Income from Affiliates		163,703		301,686		1,497,393		981,495		1,704,213		135,311

				E.		Extraordinary Income		143,470		171,701		80,438		8,123		1,296,283		147,180

				F.		Other Operating Income		37,084,809		38,135,769		28,927,182		24,904,406		20,953,530		7,892,172

								0		0		0		0		0		0

		V -		OPERATING EXPENSE				969,637,215		543,122,051		453,214,919		335,990,487		545,680,849		274,213,553

				A.		Fees and Commissions Paid		5,204,273		3,805,896		3,772,312		2,859,853		2,448,763		2,729,825

						1) Loans		737,784		297,397		366,906		102,135		48,034		251,140

						2) Personnel Expenses		0		0		0		4,583		8,495		0

						3) Others		4,466,489		3,508,499		3,405,406		2,753,135		2,392,234		2,478,685

				B.		Capital Market Transaction Expense		266,405		281,180		133,893		162,339		343,799		101,806

				C.		Exchange Expense		633,732,875		281,677,576		197,625,901		123,029,140		345,794,662		125,823,930

				D.		Personnel Expenses		120,684,358		95,882,526		79,439,410		66,304,628		50,852,391		40,462,149

				E.		Provision for Termination Indemnities		7,367,078		6,012,101		7,571,103		3,354,738		4,702,484		9,216,946

				F.		Rent Expenses		6,537,732		5,918,258		4,749,510		3,278,612		2,917,894		2,260,987

				G.		Amortisation Expenses		11,000,270		8,940,854		7,277,157		4,930,349		4,407,684		4,525,667

				H.		Taxes and Duties		2,288,204		2,428,496		1,282,929		1,044,918		851,740		693,127

				I.		Extraordinary Expenses		0		0		623,731		384,230		1,436,604		1,139,159

				J.		Provision for Doubtful Receivables		71,650,457		49,548,215		53,103,881		20,816,004		19,179,211		15,546,302

				K.		Other Provisions		24,374,822		12,576,018		4,875,372		2,370,028		3,137,248		5,470,336

				L.		Other Operating Expenses		86,530,741		76,050,931		92,759,720		107,455,648		109,608,369		66,243,319

		VI -		NET OPERATING EXPENSES [ IV - V ]				-196,972,286		-178,797,738		-138,917,470		-136,265,905		-119,787,568		-140,379,819

		VII -		PROFIT / LOSS BEFORE TAX [ III + VI ]				118,295,026		124,222,292		75,619,817		68,709,837		62,847,351		-1,612,724

		VIII -		PROVISION FOR TAXES				16,892,031		24,945,993		12,964,421		15,369,888		18,976,757		10,725,226

		IX -		NET PROFIT / LOSS [ VII - VIII ]				101,402,995		99,276,299		62,655,396		53,339,948		43,870,591		-12,337,951





Sheet1

		

		NAKİT DEĞERLER				LIQUID ASSETS

		A.		Kasa		A.		Cash (TRY)

		B.		Efektif Deposu		B.		Cash (FX)

		C.		Diğer		C.		Other Liquid Assets

		BANKALAR				BANKS

		A.		K.K.T.C.Merkez Bankası		A.		Central Bank of TRNC

		B.		Diğer Bankalar		B.		Other Banks

				1) Yurtiçi Bankalar				1) Domestic Banks

				2) Yurtdışı Bankalar				2) Foreign Banks

				3) Ters Repo İşlemlerinden Alacaklar				3) Reverse Repo Receivables

		MENKUL DEĞERLER CÜZDANI [ Net ]				MARKETABLE SECURITIES (Net)

		A.		Devlet İç Borçlanma Senetleri		A.		Public Sector Bonds and Notes

		B.		Diğer Borçlanma Senetleri		B.		Other Bonds

		C.		Hisse Senetleri		C.		Share Certificates

		D.		Diğer Menkul Değerler		D.		Other Marketable Securities

		KREDİLER				LOANS

		A.		Kısa Vadeli		A.		Short Term Loans

		B.		Orta ve Uzun Vadeli		B.		Medium and Long Term Loans

		TAKİPTEKİ ALACAKLAR [ Net ]				PAST DUE LOANS AND RECEIVABLES

		A.		Tahsil İmkanı Sınırlı Krediler ve Diğer Alacaklar [ Net ]		A.		Collectible Loans and Other Receivables

				1) Brüt Alacak Bakiyesi				1) Balance of Receivables

				2) Ayrılan Özel Karşılık ( - )				2) Provisions for Balance of Receivables (-)

		B.		Tahsili Şüpheli Krediler ve Diğer Alacaklar [ Net ]		B.		Dobtful Loans and Other Receivables

				1) Brüt Alacak Bakiyesi				1) Balance of Receivables

				2) Ayrılan Özel Karşılık ( - )				2) Provisions for Balance of Receivables (-)

		C.		Zarar Niteliğindeki Krediler ve Diğer Alacaklar [ Net ]		C.		Uncollectible Loans and Other Receivables

				1) Brüt Alacak Bakiyesi				1) Balance of Receivables

				2) Ayrılan Karşılık ( - )				2) Provisions for Balance of Receivables (-)

		FAİZ VE GELİR TAHAKKUK VE REESKONTLARI				INTEREST& INCOME ACCRUALS AND REDISCOUNTS

		A.		Kredilerin		A.		Loans

		B.		Menkul Değerlerin		B.		Marketable Securities

		C.		Diğer		C.		Others

		FİNANSAL KİRALAMA ALACAKLARI [ Net ] *				LEASING RECEIVABLES (Net)

		A.		Finansal Kiralama Alacakları		A.		Leasing Receivables

		B.		Kazanılmamış Gelirler ( - )		B.		Unearned Revenues (-)

		MEVDUAT YASAL KARŞILIKLARI				REQUIRED RESERVES

		MUHTELİF ALACAKLAR				VARIOUS RECEIVABLES

		İŞTİRAKLER [ Net ]				AFFILIATES (Net)

		A.		Mali İştirakler		A.		Financial Affiliates

		B.		Mali Olmayan İştirakler		B.		Non Financial Affiliates

		BAĞLI ORTAKLIKLAR [ Net ]				SUBSIDIARIES (Net)

		A.		Mali Ortaklıklar		A.		Financial Subsidiaries

		B.		Mali Olmayan Ortaklıklar		B.		Non Financial Subsidiaries

		BAĞLI MENKUL KIYMETLER [ Net ]				AFFILIATED SECURITIES (Net)

		A.		Hisse Senetleri		A.		Stocks

		B.		Diğer Menkul Kıymetler		B.		Other Securities

		SABİT KIYMETLER [ Net ]				FIXED ASSETS (Net)

		A.		Defter Değeri		A.		Nominal Value

		B.		Birikmiş Amortismanlar ( - )		B.		Accumulated Depreciation

		DİĞER AKTİFLER				OTHER ASSETS

		TOPLAM AKTİFLER				TOPLAM AKTİFLER

		MEVDUAT

		A.		Tasarruf Mevduatı

		B.		Resmi Kuruluşlar Mevduatı

		C.		Ticari Kuruluşlar Mevduatı

		D.		Diğer Kuruluşlar Mevduatı

		E.		Bankalar Mevduatı

		F.		Altın Depo Hesapları

		REPO İŞLEMLERİNDEN SAĞLANAN FONLAR

		ALINAN KREDİLER

		A.		K.K.T.C.Merkez Bankası Kredileri

		B.		Alınan Diğer Krediler

				1) Yurtiçi banka ve kuruluşlardan

				2) Yurtdışı banka, kuruluş ve fonlardan

				3) Sermaye Benzeri Krediler

		FONLAR

		ÇIKARILAN MENKUL KIYMETLER [ Net ]

		A.		Bonolar

		B.		Varlığa Dayalı Menkul Kıymetler

		C.		Tahviller

		FAİZ VE GİDER REESKONTLARI

		A.		Mevduatın

		B.		Alınan Kredilerin

		C.		Diğer

		FİNANSAL KİRALAMA BORÇLARI [ Net ]

		A.		Finansal Kiralama Borçları

		B.		Ertelenmiş Finansal Kiralama Giderleri ( - )

		ÖDENECEK VERGİ, RESİM, HARÇ VE PRİMLER

		İTHALAT TRANSFER EMİRLERİ

		MUHTELİF BORÇLAR

		KARŞILIKLAR

		A.		Kıdem Tazminatı Karşılığı

		B.		Genel Kredi Karşılıkları

		C.		Vergi Karşılığı

		D.		Diğer Karşılıklar

		DİĞER PASİFLER

		ÖZKAYNAKLAR

		A.		Ödenmiş Sermaye

				1) Nominal Sermaye

				2) Ödenmemiş Sermaye  ( - )

		B.		Kanuni Yedek Akçeler

				1) Kanuni Yedek Akçeler

				2) Emisyon(Hisse Senedi İhraç)Primleri

				3) Diğer Kanuni Yedek Akçeler

		C.		İhtiyari Yedek Akçeler

		D.		Yeniden Değerleme Fonları

		E.		Değerleme Farkları

		F.		Zarar

				1) Dönem Zararı

				2) Geçmiş Yıl Zararları

		KÂR

		A.		Dönem Kârı

		B.		Geçmiş Yıl Kârları

		TOPLAM PASİFLER
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TA CONS

		

		TRY				ACTIVE		2008		2007		2006		2005		2004		2003

		I -		LIQUID ASSETS				58,915,069		58,032,771		43,106,493		34,078,556		34,005,606		25,537,231

				A.		Cash (TRY)		37,872,479		39,324,021		26,995,536		17,501,072		9,403,377		8,133,006

				B.		Cash (FX)		19,967,733		17,410,102		14,762,555		12,607,613		13,264,869		11,454,474

				C.		Other Liquid Assets		1,074,857		1,298,648		1,348,402		3,969,872		11,337,360		5,949,750

		II -		BANKS				2,103,055,430		2,142,561,426		2,375,444,159		1,822,518,742		1,653,812,039		1,383,501,620

				A.		Central Bank of TRNC		884,893,700		767,773,850		561,749,918		442,323,613		385,405,014		334,853,688

				B.		Other Banks		1,218,161,730		1,374,787,576		1,813,694,241		1,380,195,130		1,268,407,026		1,048,647,932

						1) Domestic Banks		7,106,848		41,528,353		17,614,293		7,215,189		11,159,465		8,209,684

						2) Foreign Banks		1,210,990,325		1,333,254,455		1,796,078,471		1,372,839,650		1,257,247,561		1,040,438,248

						3) Reverse Repo Receivables		64,557		4,768		1,477		140,291		0		0

		III -		MARKETABLE SECURITIES (Net)				402,880,313		256,412,899		181,679,975		162,408,496		269,827,447		258,711,106

				A.		Public Sector Bonds and Notes		115,129,957		118,305,981		8,618,119		15,160,992		21,804,184		16,994,901

				B.		Other Bonds		42,364,555		1,387,525		5,686,401		15,021,843		73,114,252		37,188,029

				C.		Share Certificates		354,047		260,031		143,256		43,125		30,000		30,000

				D.		Other Marketable Securities		245,031,754		136,459,362		167,232,199		132,182,536		174,879,011		204,498,176

		IV -		LOANS				3,099,213,863		2,464,423,812		2,088,350,851		1,446,453,618		1,052,863,019		659,398,032

				A.		Short Term Loans		2,016,622,689		1,649,466,018		1,386,025,552		941,433,920		676,055,822		586,133,916

				B.		Medium and Long Term Loans		1,082,591,174		814,957,794		702,325,299		505,019,698		376,807,197		73,264,116

		V -		PAST DUE LOANS AND RECEIVABLES				135,875,556		123,971,021		111,892,844		51,936,603		54,350,432		58,615,317

				A.		Collectible Loans and Other Receivables		42,052,694		25,990,574		21,692,744		23,323,499		10,110,079		20,479,636

						1) Balance of Receivables		58,766,376		40,440,372		34,489,320		39,832,876		24,717,967		27,029,865

						2) Provisions for Balance of Receivables (-)		-16,713,682		-14,449,798		-12,796,576		-16,509,377		-14,607,888		-6,550,229

				B.		Doubtful Loans and Other Receivables		21,147,648		22,089,937		19,490,883		4,457,033		12,377,867		2,077,116

						1) Balance of Receivables		34,228,697		37,804,996		32,045,625		11,564,020		17,817,344		11,986,124

						2) Provisions for Balance of Receivables (-)		-13,081,049		-15,715,059		-12,554,742		-7,106,987		-5,439,477		-9,909,008

				C.		Uncollectible Loans and Other Receivables		72,675,214		75,890,510		70,709,217		24,156,071		31,862,486		36,058,566

						1) Balance of Receivables		236,352,702		188,533,136		159,842,518		71,415,231		77,539,274		79,079,814

						2) Provisions for Balance of Receivables (-)		-163,677,488		-112,642,626		-89,133,301		-47,259,160		-45,676,788		-43,021,248

		VI -		INTEREST& INCOME ACCRUALS AND REDISCOUNTS				51,191,471		41,198,887		32,086,626		33,296,761		37,963,939		44,920,978

				A.		Loans		8,785,967		6,929,249		4,716,986		4,022,251		3,828,442		6,639,601

				B.		Marketable Securities		32,219,525		28,493,239		20,104,706		18,659,841		25,349,001		36,442,975

				C.		Others		10,185,979		5,776,399		7,264,934		10,614,668		8,786,496		1,838,402

		VII -		LEASING RECEIVABLES (Net)				0		0		0		0		0		6,119,248

				A.		Leasing Receivables		0		0		0		0		0		6,927,582

				B.		Unearned Revenues (-)		0		0		0		0		0		-808,334

		VIII -		REQUIRED RESERVES				519,978,038		449,634,697		450,479,915		369,830,453		327,701,350		312,479,569

		IX -		VARIOUS RECEIVABLES				12,690,029		11,120,225		5,867,425		1,422,251		3,993,319		2,836,959

		X -		AFFILIATES (Net)				5,355,655		5,398,200		4,797,560		3,863,883		4,716,054		2,241,297

				A.		Financial Affiliates		5,133,244		5,175,789		4,375,149		3,521,072		4,527,675		2,109,761

				B.		Non Financial Affiliates		222,411		222,411		422,411		342,811		188,379		131,536

		XI -		SUBSIDIARIES (Net)				45,426,533		44,627,356		44,767,512		37,642,960		35,269,176		33,033,940

				A.		Financial Subsidiaries		37,358,237		35,239,775		44,767,512		37,642,960		35,269,176		33,033,940

				B.		Non Financial Subsidiaries		8,068,296		9,387,581		0		0		0		0

		XII -		AFFILIATED SECURITIES (Net)				163,171,070		190,654,248		133,254,570		71,158,332		23,823,097		1,781,741

				A.		Stocks		45,439		35,519,189		41,046,061		44,790		44,790		44,790

				B.		Other Securities		163,125,631		155,135,059		92,208,509		71,113,542		23,778,307		1,736,951

		XIII -		FIXED ASSETS (Net)				98,623,940		86,872,202		69,866,935		59,848,095		55,238,428		53,597,990

				A.		Nominal Value		157,642,540		136,353,534		112,613,092		104,546,895		94,695,933		89,718,793

				B.		Accumulated Depreciation		-59,018,600		-49,481,332		-42,746,157		-44,698,800		-39,457,505		-36,120,803

		XIV -		OTHER ASSETS				45,259,055		45,628,651		28,269,990		115,499,301		56,916,571		64,441,762

				TOTAL ASSETS				6,741,636,022		5,920,536,395		5,569,864,855		4,209,958,051		3,610,480,478		2,907,216,791





TP CONS

		

		TRY				PASSIVE		2008		2007		2006		2005		2004		2003

		I -		DEPOSITS				5,563,201,922		4,937,349,183		4,681,072,889		3,632,742,421		3,207,533,829		2,490,413,797

				A.		Savings Deposits		4,368,811,490		3,806,859,534		3,579,551,905		2,777,373,681		2,714,400,938		2,094,407,396

				B.		Public Institutions Deposits		528,888,172		471,927,011		485,688,777		333,230,366		248,245,863		195,135,914

				C.		Commercial Institutions Deposits		316,698,170		350,184,547		345,786,608		255,748,589		88,915,784		66,942,037

				D.		Other Institutions Deposits		297,438,710		223,327,073		220,115,052		201,842,875		129,613,041		113,876,946

				E.		Bank Deposits		49,751,578		85,051,018		49,930,547		64,546,910		26,358,203		20,051,504

				F.		Gold Depot Accounts		1,613,802		0		0		0		0		0

		II -		REPO FUNDS				40,683,410		34,260,522		46,686,240		40,744,581		0		0

		III -		LOANS USED				193,166,933		112,615,692		259,010,769		30,353,361		28,690,259		132,235,794

				A.		TRNC Central Bank Loans		4,232,936		4,671,688		6,769,344		3,515,755		1,037,320		15,942,454

				B.		Other Loans Used		188,933,997		107,944,004		252,241,425		26,837,606		27,652,939		116,293,340

						1) Domestic Banks and Institutions		0		205,242		0		0		1,026		2,501,800

						2) Foreign Bank, Institution and Funds		188,933,997		107,738,762		252,241,425		26,837,606		27,651,913		113,791,540

						3) Capital Characteristic Loans		0		0		0		0		0		0

		IV -		FUNDS				25,415,108		25,278,753		23,974,050		14,883,752		15,751,609		13,571,218

		V -		ISSUED SECURITIES (Net)				0		0		0		0		0		0

				A.		Bonds		0		0		0		0		0		0

				B.		Asset-Backed Securities		0		0		0		0		0		0

				C.		Debentures		0		0		0		0		0		0

		VI -		INTEREST AND EXPENDITURE REDISCOUNTS				55,071,557		50,402,122		62,545,096		44,861,120		41,851,726		51,203,632

				A.		Deposits		46,558,805		44,653,910		54,675,821		37,131,360		33,972,275		45,137,823

				B.		Loans Used		672,229		618,934		791,633		594,837		1,353,669		958,598

				C.		Others		7,840,523		5,129,278		7,077,642		7,134,923		6,525,782		5,107,211

		VII -		LEASING DEBTS (Net)				0		0		0		0		0		0

				A.		Leasing Debts		0		0		0		0		0		0

				B.		Deferred Leasing Expenditures ( - )		0		0		0		0		0		0

		VIII -		TAX, DUTY AND CHARGES PAYABLE				17,112,989		12,426,567		9,230,089		8,408,571		5,187,256		5,057,440

		IX -		IMPORT TRANSFER ORDERS				188,015		209,056		555,594		214,329		1,154,693		832,038

		X -		VARIOUS DEBTS				25,506,551		29,270,436		10,005,023		14,914,195		6,431,592		9,030,397

		XI -		PROVISIONS				86,219,615		70,486,941		55,939,074		78,515,835		60,595,740		33,365,213

				A.		Provisions for Termination Indemnities		36,216,463		30,968,429		27,062,316		32,219,188		27,569,714		21,793,562

				B.		Provisions for Loans		32,528,134		11,724,541		10,356,948		6,064,821		4,223,944		2,173,397

				C.		Provisions for Taxes		6,421,656		15,978,731		7,691,179		11,440,236		15,362,868		8,166,842

				D.		Other Provisions		11,053,362		11,815,240		10,828,631		28,791,590		13,439,215		1,231,412

		XII -		OTHER LIABILITIES				90,296,172		86,820,605		78,927,489		77,335,168		60,533,821		35,630,676

		XIII -		EQUITIES				458,006,379		401,430,329		240,418,662		191,492,516		101,543,702		100,134,153

				A.		Paid up Capital		403,177,279		378,475,328		203,797,853		189,309,816		165,545,528		149,396,428

						1) Capital		457,224,113		429,709,454		255,137,451		241,728,307		217,972,353		201,975,272

						2) Unpaid Capital  ( - )		-54,046,834		-51,234,126		-51,339,598		-52,418,491		-52,426,825		-52,578,844

				B.		Legal Reserves		36,080,885		25,697,100		18,751,618		13,293,011		6,793,666		4,152,394

						1) Legal Reserves		36,080,885		25,697,100		18,751,618		13,293,011		6,789,971		4,033,929

						2) Share Premium		0		0		0		0		3,695		47

						3) Other Legal Reserves		0		0		0		0		0		118,418

				C.		Discretionary Reserves		53,696,391		24,886,707		20,005,842		7,883,474		3,066,112		1,596,298

				D.		Revaluation Funds		1,177,925		3,116,836		23,638,277		1,555,630		3,076,217		1,557,730

				E.		Revaluation Differences		4,801,581		4,377,798		3,785,108		3,785,108		2,198,378		0

				F.		Loss		-40,927,682		-35,123,440		-29,560,036		-24,334,523		-79,136,199		-56,568,697

						1) Loss for the Period		-10,262,760		-5,563,405		-6,977,962		-2,511,859		-27,257,794		-40,316,489

						2) Losses from Previous Years		-30,664,922		-29,560,035		-22,582,074		-21,822,664		-51,878,405		-16,252,208

		XIV -		PROFIT				186,767,371		159,986,189		101,499,880		75,492,202		81,206,252		35,742,435

				A.		Profit for the Period		111,665,755		104,839,704		69,633,358		55,595,807		70,175,235		27,978,538

				B.		Retained Earnings		75,101,616		55,146,485		31,866,522		19,896,395		11,031,017		7,763,897

				TOTAL LIABILITIES				6,741,636,022		5,920,536,395		5,569,864,855		4,209,958,051		3,610,480,478		2,907,216,791





TI CONS

		

		TRY				INCOME STATEMENT		2,008		2,007		2,006		2,005		2,004		2,003

		I -		INTEREST INCOME				908,715,647		855,388,046		622,800,867		651,400,386		636,818,027		656,730,510

				A.		Interest Income from Loans		583,422,680		475,168,286		344,430,469		244,744,549		206,895,664		219,712,190

						1) Interest Income from TRY Loans		471,852,083		386,881,404		270,328,936		185,023,224		158,455,497		182,675,678

						a - Short Term Loans		374,899,262		308,091,090		229,976,626		164,275,466		149,488,557		175,151,902

						b - Medium and Long Term Loans		96,952,821		78,790,314		40,352,310		20,747,758		8,966,939		7,523,776

						2) Interest Income from FX Loans		100,739,641		77,235,431		69,063,929		52,778,401		32,068,795		23,963,163

						a - Short Term Loans		52,927,973		44,685,230		36,707,279		23,928,875		16,251,598		20,794,451

						b - Medium and Long Term Loans		47,811,668		32,550,201		32,356,650		28,849,526		15,817,197		3,168,712

						3) Interest Income from Collectible Loans		10,830,956		11,051,451		5,037,604		6,942,924		16,371,373		13,073,349

				B.		Interest Income from Legal Reserves		32,169,339		31,410,353		26,353,749		18,863,890		18,236,441		14,370,392

				C.		Interest Income from Banks		211,766,134		276,387,061		215,775,139		166,996,421		173,856,612		137,311,693

						1) TRNC Central Bank		77,166,486		68,085,207		37,855,035		20,897,454		25,264,324		31,719,733

						2) Domestic Banks		6,213,159		4,375,613		4,252,683		967,457		1,898,433		81,557

						3) Foreign Banks		128,380,594		203,825,169		173,449,460		145,041,440		146,693,854		105,510,403

						4) Reverse Repo Transactions		5,895		101,072		217,961		90,069		0		0

				D.		Interest Income from Marketable Securities		78,491,896		67,948,823		34,580,651		42,365,083		60,572,882		81,977,026

						1) Development Bank Debenture Bonds		7,818,260		5,211,203		2,421,519		1,229,679		892,639		5,839,966

						2) Other Marketable Securities		70,673,636		62,737,620		32,159,132		41,135,404		59,680,243		76,137,060

				E.		Other Interest Income		2,865,598		4,473,523		1,660,859		178,430,444		177,256,428		203,359,209

		II -		INTEREST EXPENDITURE				593,448,335		552,368,016		408,263,580		446,424,645		454,183,107		517,963,414

				A.		Interest Expenditure for Deposits		467,999,299		387,897,452		300,467,021		222,633,519		234,787,818		300,972,166

						1) Savings Deposits		354,634,544		292,745,400		220,658,926		169,873,431		184,647,105		244,692,961

						2) Public Institutions Deposits		65,119,026		58,397,334		44,176,004		32,361,110		26,489,142		39,981,903

						3) Commercial Institutions Deposits		35,314,679		28,459,896		27,334,284		6,164,923		3,613,200		3,146,665

						4) Other Institutions Deposits		6,171,416		4,297,271		4,858,215		10,668,695		16,627,271		10,873,886

						5) Banks Deposits		6,759,634		3,997,551		3,439,592		3,565,359		3,411,100		2,276,751

				B.		Interest Expenditure for FX Deposits		87,075,289		78,615,783		71,358,733		55,177,376		38,448,539		35,340,462

						1) Saving Deposits		76,481,168		69,425,606		63,322,064		50,747,744		38,123,954		35,167,110

						2) Public Institutions Deposits		4,624,315		4,901,272		3,793,583		1,710,594		6,631		122,570

						3) Commercial Institutions Deposits		3,203,348		2,400,206		2,509,698		1,264,267		155,200		40,111

						4) Other Institutions Deposits		1,035,072		858,703		700,443		475,943		11,599		10,671

						5) Banks Deposits		1,731,386		1,029,996		1,032,945		978,828		151,155		0

						6) Gold Depot Accounts		0		0		0		0		0		0

				C.		Interest Expenditures for Repo		2,865,868		3,867,998		5,701,001		3,927,682		0		0

				D.		Interest Expenditure for Loans Used		34,653,951		74,566,508		30,706,637		26,044,871		30,220,052		12,895,880

						1) TRNC Central Bank		233,845		254,490		24,347		49,662		2,613,657		8,073,892

						2) Domestic Banks		1,565		0		329		0		33,428		264,475

						3) Foreign Banks		34,113,786		73,987,012		29,993,273		25,711,111		26,965,327		4,056,875

						4) Reverse Repo Transactions		304,755		325,006		688,688		284,098		607,640		500,638

				E.		Interest Expenditure for Marketable Securities Issued		0		0		0		15,267		54,455		63,759

				F.		Other Interest Expenditure		853,928		7,420,275		30,188		138,625,930		150,672,244		168,691,147

								0		0		0		0		0		0

		III -		NET INTEREST INCOME  [ I - II ]				315,267,312		303,020,030		214,537,287		204,975,741		182,634,919		138,767,096

								0		0		0		0		0		0

		IV -		OPERATING INCOME				772,664,929		364,324,313		314,297,449		199,724,582		425,893,281		133,833,735

				A.		Fees and Commissions Earned		67,168,728		52,939,586		46,464,137		40,004,773		31,902,411		17,487,761

						1) Loans		16,977,774		12,208,968		8,773,663		6,783,390		5,789,061		3,169,230

						2) Noncash Loans		5,168,657		4,574,448		6,939,288		5,404,270		2,977,914		2,449,675

						3) Others		45,022,297		36,156,170		30,751,186		27,817,113		23,135,435		11,868,856

				B.		Capital Market Transaction Income		750,984		790,091		1,160,894		1,309,465		634,018		5,994,897

				C.		Exchange Income		667,353,235		271,985,480		236,167,405		132,516,319		369,402,826		102,176,414

				D.		Dividend Income from Affiliates		163,703		301,686		1,497,393		981,495		1,704,213		135,311

				E.		Extraordinary Income		143,470		171,701		80,438		8,123		1,296,283		147,180

				F.		Other Operating Income		37,084,809		38,135,769		28,927,182		24,904,406		20,953,530		7,892,172

								0		0		0		0		0		0

		V -		OPERATING EXPENSE				969,637,215		543,122,051		453,214,919		335,990,487		545,680,849		274,213,553

				A.		Fees and Commissions Paid		5,204,273		3,805,896		3,772,312		2,859,853		2,448,763		2,729,825

						1) Loans		737,784		297,397		366,906		102,135		48,034		251,140

						2) Personnel Expenses		0		0		0		4,583		8,495		0

						3) Others		4,466,489		3,508,499		3,405,406		2,753,135		2,392,234		2,478,685

				B.		Capital Market Transaction Expense		266,405		281,180		133,893		162,339		343,799		101,806

				C.		Exchange Expense		633,732,875		281,677,576		197,625,901		123,029,140		345,794,662		125,823,930

				D.		Personnel Expenses		120,684,358		95,882,526		79,439,410		66,304,628		50,852,391		40,462,149

				E.		Provision for Termination Indemnities		7,367,078		6,012,101		7,571,103		3,354,738		4,702,484		9,216,946

				F.		Rent Expenses		6,537,732		5,918,258		4,749,510		3,278,612		2,917,894		2,260,987

				G.		Amortisation Expenses		11,000,270		8,940,854		7,277,157		4,930,349		4,407,684		4,525,667

				H.		Taxes and Duties		2,288,204		2,428,496		1,282,929		1,044,918		851,740		693,127

				I.		Extraordinary Expenses		0		0		623,731		384,230		1,436,604		1,139,159

				J.		Provision for Doubtful Receivables		71,650,457		49,548,215		53,103,881		20,816,004		19,179,211		15,546,302

				K.		Other Provisions		24,374,822		12,576,018		4,875,372		2,370,028		3,137,248		5,470,336

				L.		Other Operating Expenses		86,530,741		76,050,931		92,759,720		107,455,648		109,608,369		66,243,319

		VI -		NET OPERATING EXPENSES [ IV - V ]				-196,972,286		-178,797,738		-138,917,470		-136,265,905		-119,787,568		-140,379,819

		VII -		PROFIT / LOSS BEFORE TAX [ III + VI ]				118,295,026		124,222,292		75,619,817		68,709,837		62,847,351		-1,612,724

		VIII -		PROVISION FOR TAXES				16,892,031		24,945,993		12,964,421		15,369,888		18,976,757		10,725,226

		IX -		NET PROFIT / LOSS [ VII - VIII ]				101,402,995		99,276,299		62,655,396		53,339,948		43,870,591		-12,337,951





Sheet1

		

		NAKİT DEĞERLER				LIQUID ASSETS

		A.		Kasa		A.		Cash (TRY)

		B.		Efektif Deposu		B.		Cash (FX)

		C.		Diğer		C.		Other Liquid Assets

		BANKALAR				BANKS

		A.		K.K.T.C.Merkez Bankası		A.		Central Bank of TRNC

		B.		Diğer Bankalar		B.		Other Banks

				1) Yurtiçi Bankalar				1) Domestic Banks

				2) Yurtdışı Bankalar				2) Foreign Banks

				3) Ters Repo İşlemlerinden Alacaklar				3) Reverse Repo Receivables

		MENKUL DEĞERLER CÜZDANI [ Net ]				MARKETABLE SECURITIES (Net)

		A.		Devlet İç Borçlanma Senetleri		A.		Public Sector Bonds and Notes

		B.		Diğer Borçlanma Senetleri		B.		Other Bonds

		C.		Hisse Senetleri		C.		Share Certificates

		D.		Diğer Menkul Değerler		D.		Other Marketable Securities

		KREDİLER				LOANS

		A.		Kısa Vadeli		A.		Short Term Loans

		B.		Orta ve Uzun Vadeli		B.		Medium and Long Term Loans

		TAKİPTEKİ ALACAKLAR [ Net ]				PAST DUE LOANS AND RECEIVABLES

		A.		Tahsil İmkanı Sınırlı Krediler ve Diğer Alacaklar [ Net ]		A.		Collectible Loans and Other Receivables

				1) Brüt Alacak Bakiyesi				1) Balance of Receivables

				2) Ayrılan Özel Karşılık ( - )				2) Provisions for Balance of Receivables (-)

		B.		Tahsili Şüpheli Krediler ve Diğer Alacaklar [ Net ]		B.		Dobtful Loans and Other Receivables

				1) Brüt Alacak Bakiyesi				1) Balance of Receivables

				2) Ayrılan Özel Karşılık ( - )				2) Provisions for Balance of Receivables (-)

		C.		Zarar Niteliğindeki Krediler ve Diğer Alacaklar [ Net ]		C.		Uncollectible Loans and Other Receivables

				1) Brüt Alacak Bakiyesi				1) Balance of Receivables

				2) Ayrılan Karşılık ( - )				2) Provisions for Balance of Receivables (-)

		FAİZ VE GELİR TAHAKKUK VE REESKONTLARI				INTEREST& INCOME ACCRUALS AND REDISCOUNTS

		A.		Kredilerin		A.		Loans

		B.		Menkul Değerlerin		B.		Marketable Securities

		C.		Diğer		C.		Others

		FİNANSAL KİRALAMA ALACAKLARI [ Net ] *				LEASING RECEIVABLES (Net)

		A.		Finansal Kiralama Alacakları		A.		Leasing Receivables

		B.		Kazanılmamış Gelirler ( - )		B.		Unearned Revenues (-)

		MEVDUAT YASAL KARŞILIKLARI				REQUIRED RESERVES

		MUHTELİF ALACAKLAR				VARIOUS RECEIVABLES

		İŞTİRAKLER [ Net ]				AFFILIATES (Net)

		A.		Mali İştirakler		A.		Financial Affiliates

		B.		Mali Olmayan İştirakler		B.		Non Financial Affiliates

		BAĞLI ORTAKLIKLAR [ Net ]				SUBSIDIARIES (Net)

		A.		Mali Ortaklıklar		A.		Financial Subsidiaries

		B.		Mali Olmayan Ortaklıklar		B.		Non Financial Subsidiaries

		BAĞLI MENKUL KIYMETLER [ Net ]				AFFILIATED SECURITIES (Net)

		A.		Hisse Senetleri		A.		Stocks

		B.		Diğer Menkul Kıymetler		B.		Other Securities

		SABİT KIYMETLER [ Net ]				FIXED ASSETS (Net)

		A.		Defter Değeri		A.		Nominal Value

		B.		Birikmiş Amortismanlar ( - )		B.		Accumulated Depreciation

		DİĞER AKTİFLER				OTHER ASSETS

		TOPLAM AKTİFLER				TOPLAM AKTİFLER

		MEVDUAT

		A.		Tasarruf Mevduatı

		B.		Resmi Kuruluşlar Mevduatı

		C.		Ticari Kuruluşlar Mevduatı

		D.		Diğer Kuruluşlar Mevduatı

		E.		Bankalar Mevduatı

		F.		Altın Depo Hesapları

		REPO İŞLEMLERİNDEN SAĞLANAN FONLAR

		ALINAN KREDİLER

		A.		K.K.T.C.Merkez Bankası Kredileri

		B.		Alınan Diğer Krediler

				1) Yurtiçi banka ve kuruluşlardan

				2) Yurtdışı banka, kuruluş ve fonlardan

				3) Sermaye Benzeri Krediler

		FONLAR

		ÇIKARILAN MENKUL KIYMETLER [ Net ]

		A.		Bonolar

		B.		Varlığa Dayalı Menkul Kıymetler

		C.		Tahviller

		FAİZ VE GİDER REESKONTLARI

		A.		Mevduatın

		B.		Alınan Kredilerin

		C.		Diğer

		FİNANSAL KİRALAMA BORÇLARI [ Net ]

		A.		Finansal Kiralama Borçları

		B.		Ertelenmiş Finansal Kiralama Giderleri ( - )

		ÖDENECEK VERGİ, RESİM, HARÇ VE PRİMLER

		İTHALAT TRANSFER EMİRLERİ

		MUHTELİF BORÇLAR

		KARŞILIKLAR

		A.		Kıdem Tazminatı Karşılığı

		B.		Genel Kredi Karşılıkları

		C.		Vergi Karşılığı

		D.		Diğer Karşılıklar

		DİĞER PASİFLER

		ÖZKAYNAKLAR

		A.		Ödenmiş Sermaye

				1) Nominal Sermaye

				2) Ödenmemiş Sermaye  ( - )

		B.		Kanuni Yedek Akçeler

				1) Kanuni Yedek Akçeler

				2) Emisyon(Hisse Senedi İhraç)Primleri

				3) Diğer Kanuni Yedek Akçeler

		C.		İhtiyari Yedek Akçeler

		D.		Yeniden Değerleme Fonları

		E.		Değerleme Farkları

		F.		Zarar

				1) Dönem Zararı

				2) Geçmiş Yıl Zararları

		KÂR

		A.		Dönem Kârı

		B.		Geçmiş Yıl Kârları

		TOPLAM PASİFLER
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TA CONS

		

		TRY				ACTIVE		2008		2007		2006		2005		2004		2003

		I -		LIQUID ASSETS				58,915,069		58,032,771		43,106,493		34,078,556		34,005,606		25,537,231

				A.		Cash (TRY)		37,872,479		39,324,021		26,995,536		17,501,072		9,403,377		8,133,006

				B.		Cash (FX)		19,967,733		17,410,102		14,762,555		12,607,613		13,264,869		11,454,474

				C.		Other Liquid Assets		1,074,857		1,298,648		1,348,402		3,969,872		11,337,360		5,949,750

		II -		BANKS				2,103,055,430		2,142,561,426		2,375,444,159		1,822,518,742		1,653,812,039		1,383,501,620

				A.		Central Bank of TRNC		884,893,700		767,773,850		561,749,918		442,323,613		385,405,014		334,853,688

				B.		Other Banks		1,218,161,730		1,374,787,576		1,813,694,241		1,380,195,130		1,268,407,026		1,048,647,932

						1) Domestic Banks		7,106,848		41,528,353		17,614,293		7,215,189		11,159,465		8,209,684

						2) Foreign Banks		1,210,990,325		1,333,254,455		1,796,078,471		1,372,839,650		1,257,247,561		1,040,438,248

						3) Reverse Repo Receivables		64,557		4,768		1,477		140,291		0		0

		III -		MARKETABLE SECURITIES (Net)				402,880,313		256,412,899		181,679,975		162,408,496		269,827,447		258,711,106

				A.		Public Sector Bonds and Notes		115,129,957		118,305,981		8,618,119		15,160,992		21,804,184		16,994,901

				B.		Other Bonds		42,364,555		1,387,525		5,686,401		15,021,843		73,114,252		37,188,029

				C.		Share Certificates		354,047		260,031		143,256		43,125		30,000		30,000

				D.		Other Marketable Securities		245,031,754		136,459,362		167,232,199		132,182,536		174,879,011		204,498,176

		IV -		LOANS				3,099,213,863		2,464,423,812		2,088,350,851		1,446,453,618		1,052,863,019		659,398,032

				A.		Short Term Loans		2,016,622,689		1,649,466,018		1,386,025,552		941,433,920		676,055,822		586,133,916

				B.		Medium and Long Term Loans		1,082,591,174		814,957,794		702,325,299		505,019,698		376,807,197		73,264,116

		V -		PAST DUE LOANS AND RECEIVABLES				135,875,556		123,971,021		111,892,844		51,936,603		54,350,432		58,615,317

				A.		Collectible Loans and Other Receivables		42,052,694		25,990,574		21,692,744		23,323,499		10,110,079		20,479,636

						1) Balance of Receivables		58,766,376		40,440,372		34,489,320		39,832,876		24,717,967		27,029,865

						2) Provisions for Balance of Receivables (-)		-16,713,682		-14,449,798		-12,796,576		-16,509,377		-14,607,888		-6,550,229

				B.		Doubtful Loans and Other Receivables		21,147,648		22,089,937		19,490,883		4,457,033		12,377,867		2,077,116

						1) Balance of Receivables		34,228,697		37,804,996		32,045,625		11,564,020		17,817,344		11,986,124

						2) Provisions for Balance of Receivables (-)		-13,081,049		-15,715,059		-12,554,742		-7,106,987		-5,439,477		-9,909,008

				C.		Uncollectible Loans and Other Receivables		72,675,214		75,890,510		70,709,217		24,156,071		31,862,486		36,058,566

						1) Balance of Receivables		236,352,702		188,533,136		159,842,518		71,415,231		77,539,274		79,079,814

						2) Provisions for Balance of Receivables (-)		-163,677,488		-112,642,626		-89,133,301		-47,259,160		-45,676,788		-43,021,248

		VI -		INTEREST& INCOME ACCRUALS AND REDISCOUNTS				51,191,471		41,198,887		32,086,626		33,296,761		37,963,939		44,920,978

				A.		Loans		8,785,967		6,929,249		4,716,986		4,022,251		3,828,442		6,639,601

				B.		Marketable Securities		32,219,525		28,493,239		20,104,706		18,659,841		25,349,001		36,442,975

				C.		Others		10,185,979		5,776,399		7,264,934		10,614,668		8,786,496		1,838,402

		VII -		LEASING RECEIVABLES (Net)				0		0		0		0		0		6,119,248

				A.		Leasing Receivables		0		0		0		0		0		6,927,582

				B.		Unearned Revenues (-)		0		0		0		0		0		-808,334

		VIII -		REQUIRED RESERVES				519,978,038		449,634,697		450,479,915		369,830,453		327,701,350		312,479,569

		IX -		VARIOUS RECEIVABLES				12,690,029		11,120,225		5,867,425		1,422,251		3,993,319		2,836,959

		X -		AFFILIATES (Net)				5,355,655		5,398,200		4,797,560		3,863,883		4,716,054		2,241,297

				A.		Financial Affiliates		5,133,244		5,175,789		4,375,149		3,521,072		4,527,675		2,109,761

				B.		Non Financial Affiliates		222,411		222,411		422,411		342,811		188,379		131,536

		XI -		SUBSIDIARIES (Net)				45,426,533		44,627,356		44,767,512		37,642,960		35,269,176		33,033,940

				A.		Financial Subsidiaries		37,358,237		35,239,775		44,767,512		37,642,960		35,269,176		33,033,940

				B.		Non Financial Subsidiaries		8,068,296		9,387,581		0		0		0		0

		XII -		AFFILIATED SECURITIES (Net)				163,171,070		190,654,248		133,254,570		71,158,332		23,823,097		1,781,741

				A.		Stocks		45,439		35,519,189		41,046,061		44,790		44,790		44,790

				B.		Other Securities		163,125,631		155,135,059		92,208,509		71,113,542		23,778,307		1,736,951

		XIII -		FIXED ASSETS (Net)				98,623,940		86,872,202		69,866,935		59,848,095		55,238,428		53,597,990

				A.		Nominal Value		157,642,540		136,353,534		112,613,092		104,546,895		94,695,933		89,718,793

				B.		Accumulated Depreciation		-59,018,600		-49,481,332		-42,746,157		-44,698,800		-39,457,505		-36,120,803

		XIV -		OTHER ASSETS				45,259,055		45,628,651		28,269,990		115,499,301		56,916,571		64,441,762

				TOTAL ASSETS				6,741,636,022		5,920,536,395		5,569,864,855		4,209,958,051		3,610,480,478		2,907,216,791





TP CONS

		

		TRY				PASSIVE		2008		2007		2006		2005		2004		2003

		I -		DEPOSITS				5,563,201,922		4,937,349,183		4,681,072,889		3,632,742,421		3,207,533,829		2,490,413,797

				A.		Savings Deposits		4,368,811,490		3,806,859,534		3,579,551,905		2,777,373,681		2,714,400,938		2,094,407,396

				B.		Public Institutions Deposits		528,888,172		471,927,011		485,688,777		333,230,366		248,245,863		195,135,914

				C.		Commercial Institutions Deposits		316,698,170		350,184,547		345,786,608		255,748,589		88,915,784		66,942,037

				D.		Other Institutions Deposits		297,438,710		223,327,073		220,115,052		201,842,875		129,613,041		113,876,946

				E.		Bank Deposits		49,751,578		85,051,018		49,930,547		64,546,910		26,358,203		20,051,504

				F.		Gold Depot Accounts		1,613,802		0		0		0		0		0

		II -		REPO FUNDS				40,683,410		34,260,522		46,686,240		40,744,581		0		0

		III -		LOANS USED				193,166,933		112,615,692		259,010,769		30,353,361		28,690,259		132,235,794

				A.		TRNC Central Bank Loans		4,232,936		4,671,688		6,769,344		3,515,755		1,037,320		15,942,454

				B.		Other Loans Used		188,933,997		107,944,004		252,241,425		26,837,606		27,652,939		116,293,340

						1) Domestic Banks and Institutions		0		205,242		0		0		1,026		2,501,800

						2) Foreign Bank, Institution and Funds		188,933,997		107,738,762		252,241,425		26,837,606		27,651,913		113,791,540

						3) Capital Characteristic Loans		0		0		0		0		0		0

		IV -		FUNDS				25,415,108		25,278,753		23,974,050		14,883,752		15,751,609		13,571,218

		V -		ISSUED SECURITIES (Net)				0		0		0		0		0		0

				A.		Bonds		0		0		0		0		0		0

				B.		Asset-Backed Securities		0		0		0		0		0		0

				C.		Debentures		0		0		0		0		0		0

		VI -		INTEREST AND EXPENDITURE REDISCOUNTS				55,071,557		50,402,122		62,545,096		44,861,120		41,851,726		51,203,632

				A.		Deposits		46,558,805		44,653,910		54,675,821		37,131,360		33,972,275		45,137,823

				B.		Loans Used		672,229		618,934		791,633		594,837		1,353,669		958,598

				C.		Others		7,840,523		5,129,278		7,077,642		7,134,923		6,525,782		5,107,211

		VII -		LEASING DEBTS (Net)				0		0		0		0		0		0

				A.		Leasing Debts		0		0		0		0		0		0

				B.		Deferred Leasing Expenditures ( - )		0		0		0		0		0		0

		VIII -		TAX, DUTY AND CHARGES PAYABLE				17,112,989		12,426,567		9,230,089		8,408,571		5,187,256		5,057,440

		IX -		IMPORT TRANSFER ORDERS				188,015		209,056		555,594		214,329		1,154,693		832,038

		X -		VARIOUS DEBTS				25,506,551		29,270,436		10,005,023		14,914,195		6,431,592		9,030,397

		XI -		PROVISIONS				86,219,615		70,486,941		55,939,074		78,515,835		60,595,740		33,365,213

				A.		Provisions for Termination Indemnities		36,216,463		30,968,429		27,062,316		32,219,188		27,569,714		21,793,562

				B.		Provisions for Loans		32,528,134		11,724,541		10,356,948		6,064,821		4,223,944		2,173,397

				C.		Provisions for Taxes		6,421,656		15,978,731		7,691,179		11,440,236		15,362,868		8,166,842

				D.		Other Provisions		11,053,362		11,815,240		10,828,631		28,791,590		13,439,215		1,231,412

		XII -		OTHER LIABILITIES				90,296,172		86,820,605		78,927,489		77,335,168		60,533,821		35,630,676

		XIII -		EQUITIES				458,006,379		401,430,329		240,418,662		191,492,516		101,543,702		100,134,153

				A.		Paid up Capital		403,177,279		378,475,328		203,797,853		189,309,816		165,545,528		149,396,428

						1) Capital		457,224,113		429,709,454		255,137,451		241,728,307		217,972,353		201,975,272

						2) Unpaid Capital  ( - )		-54,046,834		-51,234,126		-51,339,598		-52,418,491		-52,426,825		-52,578,844

				B.		Legal Reserves		36,080,885		25,697,100		18,751,618		13,293,011		6,793,666		4,152,394

						1) Legal Reserves		36,080,885		25,697,100		18,751,618		13,293,011		6,789,971		4,033,929

						2) Share Premium		0		0		0		0		3,695		47

						3) Other Legal Reserves		0		0		0		0		0		118,418

				C.		Discretionary Reserves		53,696,391		24,886,707		20,005,842		7,883,474		3,066,112		1,596,298

				D.		Revaluation Funds		1,177,925		3,116,836		23,638,277		1,555,630		3,076,217		1,557,730

				E.		Revaluation Differences		4,801,581		4,377,798		3,785,108		3,785,108		2,198,378		0

				F.		Loss		-40,927,682		-35,123,440		-29,560,036		-24,334,523		-79,136,199		-56,568,697

						1) Loss for the Period		-10,262,760		-5,563,405		-6,977,962		-2,511,859		-27,257,794		-40,316,489

						2) Losses from Previous Years		-30,664,922		-29,560,035		-22,582,074		-21,822,664		-51,878,405		-16,252,208

		XIV -		PROFIT				186,767,371		159,986,189		101,499,880		75,492,202		81,206,252		35,742,435

				A.		Profit for the Period		111,665,755		104,839,704		69,633,358		55,595,807		70,175,235		27,978,538

				B.		Retained Earnings		75,101,616		55,146,485		31,866,522		19,896,395		11,031,017		7,763,897

				TOTAL LIABILITIES				6,741,636,022		5,920,536,395		5,569,864,855		4,209,958,051		3,610,480,478		2,907,216,791





TI CONS

		

		TRY				INCOME STATEMENT		2,008		2,007		2,006		2,005		2,004		2,003

		I -		INTEREST INCOME				908,715,647		855,388,046		622,800,867		651,400,386		636,818,027		656,730,510

				A.		Interest Income from Loans		583,422,680		475,168,286		344,430,469		244,744,549		206,895,664		219,712,190

						1) Interest Income from TRY Loans		471,852,083		386,881,404		270,328,936		185,023,224		158,455,497		182,675,678

						a - Short Term Loans		374,899,262		308,091,090		229,976,626		164,275,466		149,488,557		175,151,902

						b - Medium and Long Term Loans		96,952,821		78,790,314		40,352,310		20,747,758		8,966,939		7,523,776

						2) Interest Income from FX Loans		100,739,641		77,235,431		69,063,929		52,778,401		32,068,795		23,963,163

						a - Short Term Loans		52,927,973		44,685,230		36,707,279		23,928,875		16,251,598		20,794,451

						b - Medium and Long Term Loans		47,811,668		32,550,201		32,356,650		28,849,526		15,817,197		3,168,712

						3) Interest Income from Collectible Loans		10,830,956		11,051,451		5,037,604		6,942,924		16,371,373		13,073,349

				B.		Interest Income from Legal Reserves		32,169,339		31,410,353		26,353,749		18,863,890		18,236,441		14,370,392

				C.		Interest Income from Banks		211,766,134		276,387,061		215,775,139		166,996,421		173,856,612		137,311,693

						1) TRNC Central Bank		77,166,486		68,085,207		37,855,035		20,897,454		25,264,324		31,719,733

						2) Domestic Banks		6,213,159		4,375,613		4,252,683		967,457		1,898,433		81,557

						3) Foreign Banks		128,380,594		203,825,169		173,449,460		145,041,440		146,693,854		105,510,403

						4) Reverse Repo Transactions		5,895		101,072		217,961		90,069		0		0

				D.		Interest Income from Marketable Securities		78,491,896		67,948,823		34,580,651		42,365,083		60,572,882		81,977,026

						1) Development Bank Debenture Bonds		7,818,260		5,211,203		2,421,519		1,229,679		892,639		5,839,966

						2) Other Marketable Securities		70,673,636		62,737,620		32,159,132		41,135,404		59,680,243		76,137,060

				E.		Other Interest Income		2,865,598		4,473,523		1,660,859		178,430,444		177,256,428		203,359,209

		II -		INTEREST EXPENDITURE				593,448,335		552,368,016		408,263,580		446,424,645		454,183,107		517,963,414

				A.		Interest Expenditure for Deposits		467,999,299		387,897,452		300,467,021		222,633,519		234,787,818		300,972,166

						1) Savings Deposits		354,634,544		292,745,400		220,658,926		169,873,431		184,647,105		244,692,961

						2) Public Institutions Deposits		65,119,026		58,397,334		44,176,004		32,361,110		26,489,142		39,981,903

						3) Commercial Institutions Deposits		35,314,679		28,459,896		27,334,284		6,164,923		3,613,200		3,146,665

						4) Other Institutions Deposits		6,171,416		4,297,271		4,858,215		10,668,695		16,627,271		10,873,886

						5) Banks Deposits		6,759,634		3,997,551		3,439,592		3,565,359		3,411,100		2,276,751

				B.		Interest Expenditure for FX Deposits		87,075,289		78,615,783		71,358,733		55,177,376		38,448,539		35,340,462

						1) Saving Deposits		76,481,168		69,425,606		63,322,064		50,747,744		38,123,954		35,167,110

						2) Public Institutions Deposits		4,624,315		4,901,272		3,793,583		1,710,594		6,631		122,570

						3) Commercial Institutions Deposits		3,203,348		2,400,206		2,509,698		1,264,267		155,200		40,111

						4) Other Institutions Deposits		1,035,072		858,703		700,443		475,943		11,599		10,671

						5) Banks Deposits		1,731,386		1,029,996		1,032,945		978,828		151,155		0

						6) Gold Depot Accounts		0		0		0		0		0		0

				C.		Interest Expenditures for Repo		2,865,868		3,867,998		5,701,001		3,927,682		0		0

				D.		Interest Expenditure for Loans Used		34,653,951		74,566,508		30,706,637		26,044,871		30,220,052		12,895,880

						1) TRNC Central Bank		233,845		254,490		24,347		49,662		2,613,657		8,073,892

						2) Domestic Banks		1,565		0		329		0		33,428		264,475

						3) Foreign Banks		34,113,786		73,987,012		29,993,273		25,711,111		26,965,327		4,056,875

						4) Reverse Repo Transactions		304,755		325,006		688,688		284,098		607,640		500,638

				E.		Interest Expenditure for Marketable Securities Issued		0		0		0		15,267		54,455		63,759

				F.		Other Interest Expenditure		853,928		7,420,275		30,188		138,625,930		150,672,244		168,691,147

								0		0		0		0		0		0

		III -		NET INTEREST INCOME  [ I - II ]				315,267,312		303,020,030		214,537,287		204,975,741		182,634,919		138,767,096

								0		0		0		0		0		0

		IV -		OPERATING INCOME				772,664,929		364,324,313		314,297,449		199,724,582		425,893,281		133,833,735

				A.		Fees and Commissions Earned		67,168,728		52,939,586		46,464,137		40,004,773		31,902,411		17,487,761

						1) Loans		16,977,774		12,208,968		8,773,663		6,783,390		5,789,061		3,169,230

						2) Noncash Loans		5,168,657		4,574,448		6,939,288		5,404,270		2,977,914		2,449,675

						3) Others		45,022,297		36,156,170		30,751,186		27,817,113		23,135,435		11,868,856

				B.		Capital Market Transaction Income		750,984		790,091		1,160,894		1,309,465		634,018		5,994,897

				C.		Exchange Income		667,353,235		271,985,480		236,167,405		132,516,319		369,402,826		102,176,414

				D.		Dividend Income from Affiliates		163,703		301,686		1,497,393		981,495		1,704,213		135,311

				E.		Extraordinary Income		143,470		171,701		80,438		8,123		1,296,283		147,180

				F.		Other Operating Income		37,084,809		38,135,769		28,927,182		24,904,406		20,953,530		7,892,172

								0		0		0		0		0		0

		V -		OPERATING EXPENSE				969,637,215		543,122,051		453,214,919		335,990,487		545,680,849		274,213,553

				A.		Fees and Commissions Paid		5,204,273		3,805,896		3,772,312		2,859,853		2,448,763		2,729,825

						1) Loans		737,784		297,397		366,906		102,135		48,034		251,140

						2) Personnel Expenses		0		0		0		4,583		8,495		0

						3) Others		4,466,489		3,508,499		3,405,406		2,753,135		2,392,234		2,478,685

				B.		Capital Market Transaction Expense		266,405		281,180		133,893		162,339		343,799		101,806

				C.		Exchange Expense		633,732,875		281,677,576		197,625,901		123,029,140		345,794,662		125,823,930

				D.		Personnel Expenses		120,684,358		95,882,526		79,439,410		66,304,628		50,852,391		40,462,149

				E.		Provision for Termination Indemnities		7,367,078		6,012,101		7,571,103		3,354,738		4,702,484		9,216,946

				F.		Rent Expenses		6,537,732		5,918,258		4,749,510		3,278,612		2,917,894		2,260,987

				G.		Amortisation Expenses		11,000,270		8,940,854		7,277,157		4,930,349		4,407,684		4,525,667

				H.		Taxes and Duties		2,288,204		2,428,496		1,282,929		1,044,918		851,740		693,127

				I.		Extraordinary Expenses		0		0		623,731		384,230		1,436,604		1,139,159

				J.		Provision for Doubtful Receivables		71,650,457		49,548,215		53,103,881		20,816,004		19,179,211		15,546,302

				K.		Other Provisions		24,374,822		12,576,018		4,875,372		2,370,028		3,137,248		5,470,336

				L.		Other Operating Expenses		86,530,741		76,050,931		92,759,720		107,455,648		109,608,369		66,243,319

		VI -		NET OPERATING EXPENSES [ IV - V ]				-196,972,286		-178,797,738		-138,917,470		-136,265,905		-119,787,568		-140,379,819

		VII -		PROFIT / LOSS BEFORE TAX [ III + VI ]				118,295,026		124,222,292		75,619,817		68,709,837		62,847,351		-1,612,724

		VIII -		PROVISION FOR TAXES				16,892,031		24,945,993		12,964,421		15,369,888		18,976,757		10,725,226

		IX -		NET PROFIT / LOSS [ VII - VIII ]				101,402,995		99,276,299		62,655,396		53,339,948		43,870,591		-12,337,951





Sheet1

		

		NAKİT DEĞERLER				LIQUID ASSETS

		A.		Kasa		A.		Cash (TRY)

		B.		Efektif Deposu		B.		Cash (FX)

		C.		Diğer		C.		Other Liquid Assets

		BANKALAR				BANKS

		A.		K.K.T.C.Merkez Bankası		A.		Central Bank of TRNC

		B.		Diğer Bankalar		B.		Other Banks

				1) Yurtiçi Bankalar				1) Domestic Banks

				2) Yurtdışı Bankalar				2) Foreign Banks

				3) Ters Repo İşlemlerinden Alacaklar				3) Reverse Repo Receivables

		MENKUL DEĞERLER CÜZDANI [ Net ]				MARKETABLE SECURITIES (Net)

		A.		Devlet İç Borçlanma Senetleri		A.		Public Sector Bonds and Notes

		B.		Diğer Borçlanma Senetleri		B.		Other Bonds

		C.		Hisse Senetleri		C.		Share Certificates

		D.		Diğer Menkul Değerler		D.		Other Marketable Securities

		KREDİLER				LOANS

		A.		Kısa Vadeli		A.		Short Term Loans

		B.		Orta ve Uzun Vadeli		B.		Medium and Long Term Loans

		TAKİPTEKİ ALACAKLAR [ Net ]				PAST DUE LOANS AND RECEIVABLES

		A.		Tahsil İmkanı Sınırlı Krediler ve Diğer Alacaklar [ Net ]		A.		Collectible Loans and Other Receivables

				1) Brüt Alacak Bakiyesi				1) Balance of Receivables

				2) Ayrılan Özel Karşılık ( - )				2) Provisions for Balance of Receivables (-)

		B.		Tahsili Şüpheli Krediler ve Diğer Alacaklar [ Net ]		B.		Dobtful Loans and Other Receivables

				1) Brüt Alacak Bakiyesi				1) Balance of Receivables

				2) Ayrılan Özel Karşılık ( - )				2) Provisions for Balance of Receivables (-)

		C.		Zarar Niteliğindeki Krediler ve Diğer Alacaklar [ Net ]		C.		Uncollectible Loans and Other Receivables

				1) Brüt Alacak Bakiyesi				1) Balance of Receivables

				2) Ayrılan Karşılık ( - )				2) Provisions for Balance of Receivables (-)

		FAİZ VE GELİR TAHAKKUK VE REESKONTLARI				INTEREST& INCOME ACCRUALS AND REDISCOUNTS

		A.		Kredilerin		A.		Loans

		B.		Menkul Değerlerin		B.		Marketable Securities

		C.		Diğer		C.		Others

		FİNANSAL KİRALAMA ALACAKLARI [ Net ] *				LEASING RECEIVABLES (Net)

		A.		Finansal Kiralama Alacakları		A.		Leasing Receivables

		B.		Kazanılmamış Gelirler ( - )		B.		Unearned Revenues (-)

		MEVDUAT YASAL KARŞILIKLARI				REQUIRED RESERVES

		MUHTELİF ALACAKLAR				VARIOUS RECEIVABLES

		İŞTİRAKLER [ Net ]				AFFILIATES (Net)

		A.		Mali İştirakler		A.		Financial Affiliates

		B.		Mali Olmayan İştirakler		B.		Non Financial Affiliates

		BAĞLI ORTAKLIKLAR [ Net ]				SUBSIDIARIES (Net)

		A.		Mali Ortaklıklar		A.		Financial Subsidiaries

		B.		Mali Olmayan Ortaklıklar		B.		Non Financial Subsidiaries

		BAĞLI MENKUL KIYMETLER [ Net ]				AFFILIATED SECURITIES (Net)

		A.		Hisse Senetleri		A.		Stocks

		B.		Diğer Menkul Kıymetler		B.		Other Securities

		SABİT KIYMETLER [ Net ]				FIXED ASSETS (Net)

		A.		Defter Değeri		A.		Nominal Value

		B.		Birikmiş Amortismanlar ( - )		B.		Accumulated Depreciation

		DİĞER AKTİFLER				OTHER ASSETS

		TOPLAM AKTİFLER				TOPLAM AKTİFLER

		MEVDUAT

		A.		Tasarruf Mevduatı

		B.		Resmi Kuruluşlar Mevduatı

		C.		Ticari Kuruluşlar Mevduatı

		D.		Diğer Kuruluşlar Mevduatı

		E.		Bankalar Mevduatı

		F.		Altın Depo Hesapları

		REPO İŞLEMLERİNDEN SAĞLANAN FONLAR

		ALINAN KREDİLER

		A.		K.K.T.C.Merkez Bankası Kredileri

		B.		Alınan Diğer Krediler

				1) Yurtiçi banka ve kuruluşlardan

				2) Yurtdışı banka, kuruluş ve fonlardan

				3) Sermaye Benzeri Krediler

		FONLAR

		ÇIKARILAN MENKUL KIYMETLER [ Net ]

		A.		Bonolar

		B.		Varlığa Dayalı Menkul Kıymetler

		C.		Tahviller

		FAİZ VE GİDER REESKONTLARI

		A.		Mevduatın

		B.		Alınan Kredilerin

		C.		Diğer

		FİNANSAL KİRALAMA BORÇLARI [ Net ]

		A.		Finansal Kiralama Borçları

		B.		Ertelenmiş Finansal Kiralama Giderleri ( - )

		ÖDENECEK VERGİ, RESİM, HARÇ VE PRİMLER

		İTHALAT TRANSFER EMİRLERİ

		MUHTELİF BORÇLAR

		KARŞILIKLAR

		A.		Kıdem Tazminatı Karşılığı

		B.		Genel Kredi Karşılıkları

		C.		Vergi Karşılığı

		D.		Diğer Karşılıklar

		DİĞER PASİFLER

		ÖZKAYNAKLAR

		A.		Ödenmiş Sermaye

				1) Nominal Sermaye

				2) Ödenmemiş Sermaye  ( - )

		B.		Kanuni Yedek Akçeler

				1) Kanuni Yedek Akçeler

				2) Emisyon(Hisse Senedi İhraç)Primleri

				3) Diğer Kanuni Yedek Akçeler

		C.		İhtiyari Yedek Akçeler

		D.		Yeniden Değerleme Fonları

		E.		Değerleme Farkları

		F.		Zarar

				1) Dönem Zararı

				2) Geçmiş Yıl Zararları

		KÂR

		A.		Dönem Kârı

		B.		Geçmiş Yıl Kârları

		TOPLAM PASİFLER






