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The Anatolian Seljuk State
achieved one of the most
important cultural advances in
Anatolia in a period of 200
years. The Seljuk era in
Anatolia was a golden era that
shone as if it were a magical

lamp.

The “Alaeddin’s Lamp”
exhibition organized by

Yap! Kredi Culture Arts and
Publishing was intended to
shed a new perspective on
this interesting period in
Anatolian history through the
smoke emitted by this

bewitching lamp.

We wanted to share with you
these values by devoting this
year’s annual report to some
of the objects in this exhibit,
which is just one of the
contributions of Yap! Kredi to
cultural life. Because at
Yap! Kredi, by looking at the
past with new eyes, we

are establishing a new future.

A tile showing the tree of life

and birds, 1236. From the

Kubadabad Palace, Konya

Karatay Medresesi Museum.




A tile fragment believed to be

the portrait of Sultan Alaeddin
Keykubad 1., 1236. From the
Kubadabad Palace, Konya

Karatay Medresesi Museum.

Yapi Kredi Collection

BANK DESCRIPTION

Yapil ve Kredi Bankasi A. §S.
(Yap! Kredi] is a first class Turkish bank
with strong businesses in corporate,
commercial and retail segments. Since its
establishment in 1944, Yap! Kredi has
dedicated itself to providing banking
services to the real sector. Today the Bank
is a major player in trade finance,
commercial lending, cash management
and credit cards, distinguished by its
innovative approach and technological
superiority.

Coins of Sultan Aldeddin Keykubad 1.,

Yapi Kredi offers a full range of
banking products and services to millions
of customers through 424 domestic
branches, 1,340 ATMs, a Call Center
(Teletel), the Internet (Teleweb), an
offshore banking unit in Bahrain, four
overseas representative offices and
subsidiary banks in Germany, Russia and
the Netherlands.

Approximately 40 percent of the
Bank's shares are actively traded on the
Istanbul and London Stock Exchanges.

Yap! Kredi Bank (Bank only)
Branches

ATMs

POS Terminals

Employees

1999 2000 2001
439 435 424
1,207 1,305 1,337
35,327 62,182 73,373
10,383 10,326 9,689




A tile panel depicting a male

figure holding a pomegranate,

1236. From the Kubadabad
Palace, Konya Karatay

Medresesi Museum.




SUMMARY BALANCE SHEET

(USS millions)

ASSETS:

2001 2000
Cash, due from banks, short term placements 1,770 1,217
Reserve deposits 567 417
Investments 2,166 3,124
Originated loans and advances, net 4,898 4,758
Investments in associates and subsidiaries 174 150
Premises and equipment 1,214 1,272
Others 610 679
Total Assets 11,394 11,617
LIABILITIES AND SHAREHOLDERS' EQUITY:

2001 2000
Deposits 8,176 5,939
Funds borrowed and notes issued 1,414 1,673
Obligations for repurchase agreements 247 989
Insurance technical reserves 269 291
Deferred tax liability 48 176
Others 370 311
Total liabilites 10,519 9,379
Minority interest payable 62 39
Shareholders' equity 813 2,199
Total liabilities and shareholders’ equity 11,394 11,617

SUMMARY INCOME STATEMENT

(USS millions)

2001 2000
Interest income 2,031 1,782
Interest expense (1,623 (839]
Net interest income 408 943
Provision for loan losses and
doubtful receivables (911 (107]
Foreign exchange loss, net (623] (194)
Net interest income/(expense)
after provision for loan losses and
foreign exchange loss [1,126)] 642
Non-interest income 575 751
Non-interest expense (1,168) (934]
Income/(loss| before taxation, extraordinary
items, minority interest and gain/(loss] on
net monetary position [1,719) 459
Taxation charge 52 (116)
Net income/(loss) before extraordinary
items, minority interest and gain/(loss)
on net monetary position (1,667] 343
Extraordinary items [15) [99)
Minority interest 4 2
Net income/(loss| before gain/{loss|
on net monetary position [1,678) 246
Gain/(loss) on net monetary position 273 (84)
Net income/(loss) (1,405) 162
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MESSAGE FROM THE BOARD OF DIRECTORS

Yap! Kredi marked its 58th
anniversary in 2001, a year characterized
by some of the most stressful economic
conditions in the history of the Turkish
Republic.

On the heels of the crisis that
rocked financial markets in February, the
government introduced a floating foreign
exchange regime, the interest and foreign
exchange rates soared and fluctuated,
adversely affecting the economy in
general and causing a contraction in
demand and production. Gross National
Product fell by 9.4% while unemployment
rose to 8.5%.

As a result of devaluation of the
currency, Turkey’s exports increased by
11%. By the same token, import volume
declined by 26%, reflecting the increase
in prices of imported goods and narrower
domestic demand. Thus, the current
account yielded a surplus of $3.6 billion
in 2001 compared to a deficit of $9.8
billion in 2000.

These developments opened the way
for a severe crisis in the financial sector,

especially for banks. In the first half of
the year, depositors withdrew
approximately $11 billion from the sector
and the national economy. Besides the
liquidity crisis, because of interest and
exchange rate risk carried by banks,
profitability and capital adequacy were
impacted to a significant degree. The
Banking Regulation and Supervision
Agency (BRSA) were compelled to take
over seven privately owned banks. During
the last quarter of the year, under the
“Transition to a Strong Economy”
program, economic expectations turned
positive due to the implementation of
political and economic measures and

$8 billion in additional assistance pledged
by the IMF.

In this difficult environment,
Yapi! Kredi succeeded in increasing
business volume above the sectoral
average, thanks to its strong capital
structure and prestigious position.
A sharp increase in foreign currency
deposits gave Yapi Kredi a market share
of more than 10%. Despite economic
contraction, fee and commission income

Coins of Alparslan,
Yapi Kredi Collection

rose 11% in real terms and Yapi Kredi
continued its leading position. The
Centralization Project inaugurated in
1994 as part of the change program won
first prize in the prestigious Ahmet Dalli
Banking Awards.

Yapi! Kredi shares once again had
the highest transaction volume in the
Istanbul Stock Exchange, especially due
to the preferences of foreign institutional
investors. According to ISE statistics,
Yap! Kredi shares had a transaction
volume of TL 8,497 trillion. At the end
of 2001, Yap! Kredi had a total market
value of $2.3 billion.

The law concerning the
restructuring of liabilities to the financial
sector was passed on January 30, 2002.
On the same date, a temporary article
regarding the Restructuring Program of
the Banking Sector was added to the
Banking Law. In line with this article, the
financial statements of private sector
banks were required to be prepared
according to the principles of inflation
accounting for the first time. Following

a three-phase auditing process,

Yapi! Kredi's capital adequacy ratio was
declared to be 10.2%, over the 8%
minimum requirement.

Total assets at the end of 2001
totaled $11,4 billion. Total shareholders’
equity amounted to $813 million. Total
deposits showed a real increase of 38%
to reach $8,2 billion. Foreign exchange
transaction volume totaled approximately
$15 billion.

However, net income was negatively
affected by foreign exchange losses
exacerbated by the floating foreign
exchange regime, the adverse
developments in the real sector and high
reserve requirements. The Bank posted a
net loss of §$1,4 billion for the year.
Indeed, all publicly traded banks
announced losses for 2001, a
consequence of the application of
inflation accounting. In the future, if the
reserves set aside at the end of 2001 are
eliminated, significant improvements will
be seen in shareholders” equity.



We would like to express our
appreciation for the support given to
Yap! Kredi during this period of hardship.
We are optimistic that 2002 will be a
happier and more successful year.

Osman Berkmen A. Rona Yircah Naci Sigin
Vice Chairman and Chairman President and
Member

Executive Director
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DISCUSSION OF RESULTS

INFLATION ADJUSTED AND
CONSOLIDATED FINANCIALS

Starting in 1999, due to the need
for increased disclosure and more
comprehensive financial statements, the
International Accounting Standards
Committee has revised International
Accounting Standards.

Yap! Kredi has adopted these
revisions in 1999 and is disclosing
two-year comparative inflation adjusted
and consolidated financial statements in
this report. In Note 28 of the financial
statement, “bank-only” inflation adjusted
financial statements are also presented.
Accordingly, all of the financial data,
unless otherwise indicated, are gathered
from consolidated and inflation adjusted
financial statements. The major
subsidiaries whose results are included in
the consolidated financial statements are:

Yap! Kredi Leasing, a market leader
in providing highly specialized financial
services in the commercial and corporate
based leasing industry with a 15% market
share.

Yapi Kredi Factoring, with an 13%
market share, is a full member of Factors

Chain International and an associate
member of Heller International Group.

Yap! Kredi Sigorta, with a 8.4%
market share, a leading provider of
non-life insurance products that is listed
on the ISE.

Yap! Kredi Yasam, with a 17.5%
market share, offers life insurance
products.

Yapi! Kredi Yatirim, the full service
investment banking and brokerage arm of
Yap! Kredi, serving corporate clients and
institutional and retail investors in Turkey
and abroad.

Yap! Kredi-Koray Real Estate
Investment Co., an independent and
professionally managed REIC that is well-
positioned in the market in terms of
image, funding and access to investment
opportunities.

Yapi Kredi Deutschland, focusing
on corporate banking and foreign trade
and treasury business for the European
market.

Yap! Kredi Moscow, providing
services to Turkish and multinational

Coins of Kilic Arslan II,
Yapi Kredi Collection

corporations and individuals, with an
emphasis on fee-based business in Russia.

Yap! Kredi Bank Nederland,
established in 2001, providing trade
finance, treasury, individiual banking and
corporate banking services.

Banque de Commerce et de
Placement, concentrating on financing
of commercial transactions in the field of
international trade and portfolio
management for private banking clients.

RESULTS OF BANK CAPITAL
STRENGHTHENING PROGRAM

In relation with the banking sector
restructuring efforts of Banking
Regulation and Supervision Agency
(BRSA), the guidelines for the “Bank
Capital Strengthening Program”, were
published within the framework of the
Act No: 4743 dated January 31,2002. This
program envisaged a three-stage audit
procedure in order to assess the financial
performance of all private Turkish banks.
As a result of this process, the
management and control of Pamukbank,

which was held by Cukurova group -also
the main shareholders of Yapi Kredi Bank,
was transferred to the Savings Deposit
Insurance Fund (SDIF) on June 18, 2002.
The transfer of Pamukbank to SDIF had
major consequences on Yapi Kredi - a
change in the control and management
of the Bank and significant impact on the
financial statements.

Change in control and management

Pursuant to Turkish Banks Act, as
individuals who hold a direct or indirect
share of 10% or more in Pamukbank and
the Bank no longer meet the conditions
required for being a controlling
shareholder of a bank, the management,
control and privileges relating to such
shareholders will be exercised by the
SDIF. Within this scope, the shareholders
rights (except for dividend rights) of Sinai
Mali Yatirim Holding A.$ (shareholding
percentage of 15.3%), and Cukurova
Holding A.S (shareholding percentage of
8.9%) are being exercised by SDIF. On
the other hand, SDIF has obtained the
ownership of Pamukbank by paying for
the portion of its accumulated deficit up
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to its paid-in capital. Consequently the
shareholders' rights of Pamukbank and
its subsidiaries in our Bank (in total
12.7% shareholders of Yap! Kredi) are
taken over and exercised by the SDIF.

Impact on financial statements

Upon the transfer of Pamukbank to
SDIF and the limitations set for the major
shareholders of Pamukbank, based on the
requirement of BRSA, the Cukurova group
exposure in our Bank was classified as
non-performing during the third stage of
the audit procedure. Accordingly, 50%
reserve was provided on such exposure
after taking collaterals obtained into
consideration and the related interest
accruals were reversed. Such treatment
of Cukurova group exposure led a
significant decrease of 950 million § in
the profit and loss statements for 2001
and thus the shareholders’ equity.

Finalization of the shareholding and
asset structure of Yapi Kredi is dependent
on the settlement between the Cukurova
Group and BRSA.

0 EVALUATION OF FINANCIAL
PERFORMANCE

In 2001, Yapr! Kredi had a net loss
of $ 1,405 million. When the effect of
the treatment of Cukurova group
exposure as explained above is excluded,
the net loss amounts to $ 455 million.
The main reason for this loss is the
foreign exchange losses of $ 622 million
incurred as a result of the devaluation of
the Turkish Lira. Further, the economic
contraction adversely effected the
payment capabilities of borrowers, which
in turn led to a high provisioning
requirement. The provision for loan losses
and the reversal of interest income
related with third parties increased
significantly to § 300 million.

In the light of these developments,
total assets contracted by 2% and
amounted to § 11,394 million at the end
of 2001. If the $ 950 million loss
recognized as a result of the treatment
of Cukurova Group is excluded, assets
increased by 6% despite the economic
downturn.

o

Bronze lock fragments, XIlI, XIII. c.,
Sadberk Hanim Museum
} Bronze figurines in the shape of animals, XIlI. c.,

Ozlem Perk Collection

At the end of 2001, deposits made
up 78% of the total funding compared
with 63% at the end of 2000. As a result
of the flight to quality observed in the
sector and Yapi Kredi's wide network and
its strong presence in complementary
products, deposits increased by 38% to
$ 8,176 million. Foreign currency
deposits made up 69% of customer
deposits at year-end 2001 in comparison
to 72% at year-end 2000. The stability of
the deposit base is demonstrated by the
size of deposits: 90% of deposits consist
of accounts less than $200,000. These
represent the savings of individuals and
small companies and are not very
sensitive to interest rates.

Funds borrowed totaled § 1,414
million at the end of 2001. Yapr Kredi
successfully renewed its two syndicated
one-year trade finance facilities at a total
amount of § 575 million despite the
severe economic crises in 2001.

Shareholders’ equity totaled § 813
million at year-end 2001. This figure does
not incorporate the market valuation
increments on our valuable equity

participations. Despite the consequences
of the treatment of Cukurova group
exposure and the adverse effects of the
economic crises, our capital adequacy
ratio is 10.2% as of December 31, 2001
as declared by BRSA at the end of the
triple audit process.

Yap! Kredi generated $257 million
in income from banking services in 2001,
an increase of 11% compared to the
previous year. The fact that Yapi1 Kredi
achieved this increase in spite of the
economic contraction and the severe
competition is the reflection of the overall
quality of the Bank's technology,
infrastructure and human resources.
Yap! Kredi generates the highest income
from banking services in the sector, a
result of its dominance in credit cards,
its broad customer base and its early
introduction of service fees.

In line with its strategy of
operational efficiency, the centralization
of operations was mostly finalized. As a
result of this and the effective cost
management efforts, personnel and
administrative expenses decreased by
10% and 19%, respectively.

21
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REVIE\X/ OF ACTIVITIES

CUSTOMER BUSINESS

Corporates

Developing value added services and
products to help customers adapt

Yap! Kredi has a long term
commitment to the real sector. In line
with this philosophy, the Bank played a
positive role in the market in 2001
despite difficult business conditions.
While retaining its core customer group
of approximately 2000 companies with
annual revenue over $10 million, most of
which are affiliated with Turkey ‘s top
500 conglomerates or multinationals,
Yapi! Kredi also picked up new customers
during the year and thus raised its market
share by 11% in this competitive segment.
The number of corporate branches was
reduced from thirteen to nine, without
any deterioration in service quality.

Serious attention was paid to
reviewing customers frequently in order
to spot potential problems and work with
customers to pass bottlenecks. The
customized scoring system for corporate
customers applied in 2000 gave the Bank
a relative advantage in maintaining asset
quality. A data base that provides an in-

depth history of customers was another
important tool used in lending decisions.

Floating foreign exchange rates
made imports and exports difficult in the
first half of the year but business activity
began to revive in the second half of the
year.

During the year, Yap! Kredi focused
on developing value added services and
products to help customers improve
productivity, reduce costs, compete more
effectively and adapt to new market
conditions.

Yap! Kredi is a major player in cash
management systems, working with
Turkey's top 500 multinational and
national corporates and their dealer
network to provide integrated solutions
to cash management needs. During 2001,
the Deferred Payment Card System for
large retailers gained in popularity.

Yapi! Kredi encourages corporate
customers to make optimum use of new
technologies. In 2001, Data Transmisson
Site provided secure and reliable data
exchange between Yap! Kredi and its

corporate customers over the internet.
The new generation of Corporate Internet
Banking will be introduced in 2002.

Small and Medium Sized Enterprises

Introducing innovative products that
create substantive benefits

Yapi! Kredi seeks to deepen its
penetration into this large customer
segment by introducing innovative
products that create calculable benefits
and thus make service quality rather than
price the determining factor in bank
selection. The success of Yap! Kredi in
this area is evidenced by a 25% increase
in the number of products used by active
commercial customers.

Segmentation of small and medium
sized enterprises into more than 20
different groups and utilization of data
mining underlie Yapi! Kredi's push to
create new business opportunities. By
changing data into information and using
focused marketing concepts, the Bank
creates product bundles for specific
customer segments, thus generating extra
benefits for customers.

Bronze lock fragments, XII-XIII. c.,
Sadberk Hanim Museum

The Bank remained number one in
Point of Sale (POS) machines with a 20%
market share in units and transaction
volume. At year-end 2001, 73,000 POS
machines were in use, up from 62,000 at
the end of 2000. Yap! Kredi launched
mobile POS using GSM technology for
businesses not operating from fixed
location, such as taxis, or for distributors
working in areas with inadequate fixed
lines. The Bank also started selling third
party processing for POS in Turkey and
abroad.

Yap! Kredi maintained its leading
position in merchant business despite the
entry of many competitors, adding 6,000
new merchants for a total of 17,000
members.

World Card creates a unique
business partnership with merchants by
offering installment payments, bonus
points, online account management,
special offers from affiliates and product
promotions based on CRM and merchant
targeted marketing campaigns.

The "World" of Opportunities seeks to
create competitive advantages and

25
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customer satisfaction for member
merchants by providing member
merchants with database management,
campaign consultation, design,
production and reporting.

World Commercial Telecard enables
World merchants to conduct banking
transactions via alternative delivery
channels and earn Worldpoints which can
be redeemed for POS commission
discounts or gifts from Worldpoint
Catalogue. At its launch, Worldcard had
a record number of 20,000 member
merchants. A dedicated department will
be set up in 2002 to acquire merchants
for Worldcard.

In October 2001, Yap! Kredi Cozum
(Solution) was launched, an integration
software for small and medium sized
enterprises that automates the accounting
reconciliation process for banking
applications such as payroll, checks,
promissory notes, payment facilities and
collections. The product has proven
effective in decreasing costs and
increasing customer loyalty.

Other products under development
include an e-commerce package and an
Installment / Credit Commercial Card that
provides a substitute for checks and
promissory notes without losing the
flexibility of these payment tools.

Individuals

Facilitating the interaction of
consumers and merchants

In 2001, Yap! Kredi broadened its
traditional commitment to its retail
customers by facilitating the interaction
of consumers and merchants through
sophisticated customer relationship
management techniques and financing
possibilities with the ultimate aim of
assuming management of the retail
market in Turkey. During the year, the
Bank worked to strengthen relations with
specific customer segments by designing
various product bundles.

The promotion of a Youth Banking
package for the 12-17 age group was one
of the highlights of the year. Including
a debit card, demand and time deposits,
an Internet debit card for secure

Bronze perfume jar, XIlI. c.,
Kaya Turgut Collection

shopping on the web and loyalty program
point scheme offering gifts and discounts,
the Youth Banking package aims to make
Yap! Kredi the first bank in the life of
young people. Yapi Kredi is also active
in extending loans for educational
expenses and plans to launch a School
package in 2002 that provides advantages
for schools, parents and students through
alliances with companies offering goods
and services of special interest to this
target group.

Yap! Kredi has already built a major
share in several important customer
groups - doctors and dentists, university
banking and well-to-do individuals - by
offering appropriate products and
personalized services.

The Bank continued to encourage
customers to make more use of alternative
delivery channels in 2001, promoting a
loyalty program for debit card usage and
an improved overdraft facility for
automatic bill payments.

Credit cards are a core business for
Yap! Kredi, the largest credit card issuer

in Turkey with 3.5 million cards. As of
year-end 2001, the Bank holds a major
share in the credit card market with
18.6% in number of cards and 26% in
business volume. In 2001, parallel to
market conditions, Yap! Kredi focused on
risk management, taking rigorous
measure to lower limits, restrict cash
withdrawals and collect its receivables.
Consequently, the Bank kept the percentage
of delinquencies reasonably low.

In 2001, as the credit and
installment card market in Turkey became
more crowded, Yap! Kredi redefined its
strategy and prepared to introduce a new
and unique card differentiated by special
offers, CRM functions and business
partnerships with merchants. Launched
in early 2002, the World Card is expected
to gain significant new cardholders and
will replace many of the Bank's existing
cards.

Although the consumer loan
business was largely dormant during 2001
in line with developments in the market,
Yap! Kredi developed an online consumer
loan application system for car loans and

27
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built alliances with car dealers,
construction companies and home
improvement stores in order to be ready
for an upsurge in demand once market
conditions improve.

In the year ahead, Yapi Kredi will
concentrate on utilizing information
technology to convert data into
information. This will put the Bank in a
strong position to attack mass marketing
in a segmented way.

INTERNATIONAL ACTIVITIES

Increasing weight in foreign
trade transactions

In 2001, as risk perception of Turkey
increased, fund providers reallocated risk
to the most credible institutions in the
market. Yap! Kredi benefited from this
trend to significantly improve relations
with correspondents.

Generous lines from correspondents
gave Yap! Kredi a noticeable advantage
in the market in terms of its ability to
issue Letters of Credit and Guarantee.
Export transactions increased more than

country trends. Although import business
declined sharply overall, Yap! Kredi
maintained volumes to gain a significant
increase in market share.

The Bank's strong international
standing enabled it to access the
international syndication market twice
during the year for a total of
$575 million. The syndication of a $200
million term loan facility was highly
successful, attracting 47 banks including
the joint arrangers, resulting in an
oversubscription that increased the final
amount of the Facility to $350 million,
a notable expression of confidence in
Yap! Kredi by the international banking
community. The Facility was signed on
September 3rd in Frankfurt. In December,
a one year Syndicated Term Loan Facility
for $150 million was also oversubscribed.
The Facility was closed at $225 million
and signed in London on December 28th.

Abroad, Yapi Kredi Moscow had an
excellent year and Yapi Kredi Bank
Deutschland A.G. and Yapi Kredi Bank
Nederland N.V., continued to develop
their businesses.

0 TREASURY AND CAPITAL

MARKETS

Benefiting from a flight to
quality

The weakening of the IMF
anti-inflationary program in November
2000 and its termination in February
2001 led to significant changes in the
foreign exchange and interest rate
regimes that drove Turkey into a serious
recession. The suddenness and steepness
of the devaluation and a high degree of
unpredictability in the money markets
depressed economic activity and
weakened asset and liability structures,
resulting in an historic contraction. In
September, a nascent recovery was
undermined by the terrorist attacks
against the United States. However the
response to these horrific events
strengthened Turkey’s position in the
global marketplace, reconfirming its
strategic role as a strong ally of the
western world.

In this volatile and difficult
environment, risk management was of

Brass incense burner (or hand heater)
End of XIII. c., Konya Mevlana Museum

prime importance. Yap! Kredi monitored
its risks closely throughout 2001, limiting
the maturity mismatch on its balance
sheet and minimizing currency and
interest rate risk volatility in order to
keep it at a manageable ratio to
shareholders’ equity. The Bank’'s long
standing conservative policy to control
market risk worked to the advantage of
Yap! Kredi which continued to act as a
market maker in the Foreign Currency /
Turkish Lira market; a role appreciated
by customers, other banks and
authorities.

Yap! Kredi increased its market share
in many areas and sought to penetrate
more deeply into customer businesses
while managing its risks prudently.

Yap! Kredi benefited from the flight to
quality experienced in the wake of
takeovers and closures of ailing banks as
confidence became the determinate factor
in bank selection. This caused an inflow
of funds that were placed in short term
instruments and securities portfolios,
ensuring a high level of liquidity.
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Capital market activity on the
corporate side was very successful,
boosting Yap! Kredi’'s market share in this
area four fold. Efforts on the consumer
side also had good results: high cost
transactions such as repos decreased in
favor of mutual funds and T-bills, tripling
Yapi Kredi's market share in mutual funds.

In 2002, Yapi Kredi will pursue
careful and conservative policies designed
to minimize market risk parallel with
continuing economic contraction.

Yap! Kredi has built up considerable
liquidity in its balance sheet that will
enable it to prepare for the upcoming
growth period.

ALTERNATIVE DISTRIBUTION
CHANNELS

Integrating the Call Center with
other delivery channels for effective
sales campaigns

Yap! Kredi conducted more than
54% of comparable transactions through
Alternative Distribution Channels in 2001
and good progress was made on all

channels. Yapi! Kredi gives customers a
pricing incentive to change their banking
habits by setting fees and commissions
for transactions conducted through these
channels much lower than in branches,
if not free of charge. As another
incentive, a loyalty program for non
branch users that offers gifts against
points was introduced in late November
and enhanced in early 2002.

Yapi! Kredi is number one in
telephone banking in Turkey with
227,000 active users and a 22% increase
in incoming calls in 2001. Customers may
now conduct telephone banking
transactions in English if they wish and
request that statements and transactions
slips be sent to them electronically. The
Teletel service is free of charge for most
of the transactions.

Yap! Kredi has more than 70,000
active users of its internet banking by the
end of 2001. A new version of Teleweb
was introduced in January 2002. The in-
house developed system is more reliable,
improves performance, adds new
functions, is open to growth and also

XI-XIlI. c., Edgu Collection

provides restricted or full use for
representatives of companies. Teleweb is
free for all transactions. The Bank is
working on a much-improved internet
service with new functionalities for small
sized enterprises and corporates to be
launched in 2002.

An interactive TV channel was
added during the year in cooperation
with Digiturk, Turkey's most successful
Direct-to-Home (DTH) carrier, a subsidiary
of Yapi Kredi. As TV ownership is almost
universal in Turkey, Yapi! Kredi believes
that people will start to use TV in new
ways, making it a new delivery channel
with great growth potential. Around
20,000 people use it currently.

Mobile Telephone Banking is
another area of potential growth. In
2001, Yap! Kredi added bill payment
functions, trading of mutual funds and
payment of Digiturk and Turkcell (the
leading GSM company and a subsidiary
of the Bank] bills. In 2002, GPRS
applications will be developed with
Turkcell using the expertise gained from
WAP.

Bronze candleholder with circular base,

The number of ATMs reached 1,340
at year-end, up from 1,300 the year
before. Using ATMs to recharge Turkcell
prepaid cards through debit or credit card
became very popular during the year. The
largest number of mutual fund trading
transactions was carried out on ATMs.

The Call Center has become an
integral part of sales activities of other
departments in the Bank, especially
Individual Banking and Customer
Relationship Management. The Call Center
is now perceived as a very important
partner due to selection through CRM of
the right group of customers, fast
feedback, persuasive agents, ease of
management and evaluation. During the
year, the Call Center was used as the
main channel for campaigns of both the
Bank and subsidiary insurance and
investment companies. The Call Center is
now fully integrated with branches and
direct mailing activities. Joint marketing
campaigns with the Call Center will be
implemented in a stronger way in 2002.
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Yap! Kredi managed to centralize all merchant database marketing concepts

0 TECHNOLOGY

0 OPERATIONS
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Centralizing for higher
efficiency, security and quality

Yap! Kredi achieved a remarkable
increase in efficiency and quality in 2001.
Back office operations for 190 branches
were centralized at the main Operations
Center at Gebze near Istanbul and for the
remaining 210 branches at three regional
centers. Credit card operations were also
centralized at Gebze.

Centralization means transactions
are processed faster at a lower cost with
higher security and quality. Manpower
requirements for operations was reduced
by 57% while the branch sales force
increased by 32% due to the transfer and
retraining of redundant operations
personnel. By eliminating back office
operations at branches, marketing and
customer service areas expanded by 20%.
Centralization also brought out the
opportunity to offer international trade
related services through a wider web of
branches, with standard of high quality.

credit and foreign trade operations
without any deterioration in customer
service by utilization of hi-tech solutions,
for example, original documents
produced in back office, requiring
immediate delivery to the customer, are
printed out and signed at the branch -
a unique approach in Turkey.

The Bank gained a significant
competitive advantage in cash
management activities by introducing
IC Banking, an integrated system of GPS,
Corbuss, Lotus Notes, Barcode systems
and Armored Vehicle Tracing. The system
monitors armored trucks by satellite and
connects them through PCs to branches
and ATMs, thus ensuring the efficient use
of cash and physical resources.

In another development, printing
and mailing activities were fully
outsourced. This resulted in savings of
nearly $1 million and upgraded service
quality.

The Centralization Project won
Yap! Kredi first place in the prestigious
Ahmet Dalli Banking Awards for 2001.

Continuously improving
products and technical platforms

Yap! Kredi Teknoloji Hizmetleri A.S.,
the Bank’'s dedicated information
technology provider moved ahead in
2001 to finalize organizational
restructuring and renew SO 9001
certification with year 2000 compliance.

A critical milestone was achieved by
outsourcing network, technical services
and operations to Superonline, an
affiliated company. The in-house
developed legal follow-up of
non-performing loans used by Yap! Kredi
for the last three years was adopted by
Banking Regulation and Supervision
Agency for all banks managed by the
Deposit Insurance Fund.

New projects and products were
initiated. Among most significant of these
are:

Launch of Worldcard as a branded
product with new enhancements,
functioning as a loyalty program for both
cardholders and merchants. In 2002,

will be introduced to further enhance the
program.

Renewal of Teleweb, Yapi Kredi's
internet banking platform.

Selection of browser based internet
technology to improve the technical
platform for branches. The project is
expected to be finalized by the beginning
of 2003.

Full utilization of data warehouse
and data mining and introduction of a
pilot “campaign management system” led
by the Call Center with Internet and
branches to be added later.

Design of a customized
technological risk management system at
COBIT standards.

Finalization of business
requirements with corporate department
for corporate internet banking solutions.

Investment in EMV compliant smart
cards to prevent credit card fraud began
and will continue through 2003.
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Yap! Kredi Teknoloji Hizmetleri A.S.,
also provides technical services to
subsidiary companies. In 2001, it
introduced a new internet platform for
Yapi! Kredi Yatirim and completed
enhancement projects for Yapi Kredi
Leasing and Yap! Kredi Factoring. It
designed a new platform for Yapi Kredi
Bank Nederland N.V at EU standards,
leading to full set of functions at these
standards by early 2003.

HUMAN RESOURCES

Intensifying training, improving
morale and deepening team spirit

Yap! Kredi retained key talent in
2001, going against the general tendency
of banks to trim costs by laying off staff.
Not only did Yap! Kredi keep almost all
of its employees, it succeeded in
intensifying training, improving morale
and deepening team spirit.

Training schedules were completed
and implemented with the highest priority
given to the sales team. A new training
program for head office staff was

designed to improve internal customer
service quality. By June 2002, more than
3000 head office employees will have
received training, thus completing the
customer service chain and increasing
service quality to external customers. Use
of Computer Based Training (CBT)
increased and a data base was established
for employees and managers to monitor
offerings and schedules.

Yap! Kredi also offered voluntary
first aid and rescue courses in recognition
of Turkey's vulnerability to earthquakes
and its responsibility to safequard the
lives of its employees and their families.
Yap! Kredi initiated first aid courses on
weekends that were attended by one
third of employees. Rescue teams were
formed in Istanbul and given hard and
intensive training. Similar teams will be
established in Izmir and Ankara in 2002.
These projects generated a positive
attitude and gave a sense of emotional
fulfillment and motivation to employees
during a difficult year.

In order to keep customer
satisfaction at acceptable levels,
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Yap! Kredi stepped up its “mystery
shopping” program, making 3470 visits
to branches to eliminate the negative
effect of crisis on service quality. The
program has led to a 46% increase in
service quality since 1999.

Progress is being made towards the
goal of decentralizing Human Resources
management in the Bank by forming team
structures for retail sales, corporate and
individual sales. The cycle will be
completed in 2002 but training of
managers will take some time.

COMMUNITY INVOLVEMENT
Reaching out to youth

Yap! Kredi has been closely
identified with culture, arts and
publishing since its establishment. This
heritage puts Yapi Kredi in a prestigious
and unique position, differentiating it
from other financial institutions in Turkey.

Yap! Kredi Kaltur Sanat Yayincilik is
the biggest publisher in Turkey by far,
with a 30% share of the market for
non-textbooks. Among its prestige

publications are a series of illustrated
monographs on Turkish cities and food;
in 2001, volumes on Konya and bread
were issued. As a fully owned subsidiary
of Yap! Kredi, it has responsibility for
managing all the culture and arts
activities of the bank. These include
running a museum and art gallery which
held 12 exhibits during 20071.

2001 marked the 12th year for the
Yap! Kredi Arts Festival. In addition,
Yap! Kredi arranged concerts in 10 cities
all over Turkey as part of the promotion
of Youth Banking, a good example of the
benefits obtained by the Bank’s
integrated approach to arts and business
activities.
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