QNB FINANSBANK A.S.

Issue of US$500,000,000 6.875% Notes due 2024
under its US$5,000,000,000 Global Medium Term Note Programme
Issue price: 99.662

The US$500,000,000 6.875% Notes due 2024 (the “Notes™) are being issued by QNB Finansbank A.S., a Turkish banking institution
organised as a public joint stock company registered with the Istanbul Trade Registry under number 237525 (the “Bank” or the “Issuer™), under its
US$5,000,000,000 Global Medium Term Note Programme (the “Programme™).

The Notes have not been and will not be registered under the Securities Act of 1933, as amended (the “Securities Act”), of the United
States of America (the “United States” or “U.S.”) or any other U.S. federal or state securities laws and are being offered: (a) for sale to “qualified
institutional buyers” (each a “QIB”) as defined in, and in reliance upon, Rule 144A under the Securities Act (“Rule 144A”) and (b) for sale in
offshore transactions to persons who are not “U.S. persons” (“U.S. persons”) as defined in, and in reliance upon, Regulation S under the Securities
Act (“Regulation S”). For a description of certain restrictions on the sale and transfer of investments in the Notes, see “Plan of Distribution” herein
and “Transfer and Selling Restrictions” in the Base Prospectus (as defined under “Documents Incorporated by Reference” below). Where the
“United States” is referenced herein with respect to Regulation S, such shall have the meaning provided thereto in Rule 902 of Regulation S.

INVESTING IN THE NOTES INVOLVES RISKS. PROSPECTIVE INVESTORS SHOULD CONSIDER THE FACTORS SET
FORTH UNDER “RISK FACTORS” FOR A DISCUSSION OF CERTAIN OF THESE RISKS.

The Notes will bear interest from (and including) 7 March 2019 (the “Issue Date”) to (but excluding) 7 September 2024 (the “Maturity
Date”) at a fixed rate of 6.875% per annum. Interest will be payable semi-annually in arrear in equal instalments on the 7th day of each March and
September in each year (each an “Interest Payment Date”) up to (and including) the Maturity Date; provided that if any such date is not a Payment
Business Day (as defined in Condition 7.6), then such payment will be made on the next Payment Business Day but without any further interest or
other payment being made in respect of such delay. Principal of the Notes is scheduled to be repaid on the Maturity Date but may be repaid earlier
under certain circumstances described herein and in the Base Prospectus. For a more detailed description of the Notes, see “Terms and Conditions
of the Notes” herein.

This prospectus (this “Prospectus”) has been approved by the Central Bank of Ireland, as competent authority under
Directive 2003/71/EC (as amended or superseded, the “Prospectus Directive”). The Central Bank of Ireland only approves this Prospectus as
meeting the requirements imposed under Irish and European Union (the “EU”) law pursuant to the Prospectus Directive. Such approval relates only
to Notes that are to be admitted to trading on a regulated market for the purposes of Directive 2014/65/EU (as amended, “MiFID 11”) and/or that are
to be offered to the public in any member state of the European Economic Area (the “EEA™). Application has been made to the Irish Stock
Exchange plc trading as Euronext Dublin (“Euronext Dublin”) for the Notes to be admitted to its official list (the “Official List”) and to trading on
its regulated market (the “Regulated Market™); however, no assurance can be given that such application will be accepted. The Regulated Market is
a regulated market for the purposes of MiFID II.

Application has been made to the Capital Markets Board (the “CMB”) of the Republic of Turkey (“Turkey™), in its capacity as competent
authority under Law No. 6362 (the “Capital Markets Law”) of Turkey relating to capital markets, for its approval of the issuance and sale of the
Notes by the Bank outside of Turkey. No Notes may be sold before the necessary approvals are obtained from the CMB. The CMB approval based
upon which the offering of the Notes is conducted was obtained on 14 May 2018 and, to the extent (and in the form) required by applicable law, a
written approval of the CMB in relation to the Notes will be required to be obtained on or before the Issue Date.

The Notes are expected to be rated at issuance “BB-" (negative outlook) by Fitch Ratings Limited (“Fitch”) and “Ba3” (negative
outlook) by Moody’s Investors Service Ltd. (“Moody’s” and, with Fitch, the “Rating Agencies”). The Bank has also been rated by the Rating
Agencies, as set out on page 130 of the Base Prospectus (as amended by the second and third supplements to the Base Prospectus dated
11 September 2018 and 26 November 2018, respectively). Each of the Rating Agencies is established in the EU and is registered under Regulation
(EC) No. 1060/2009, as amended (the “CRA Regulation™). As such, each of the Rating Agencies is included in the list of credit rating agencies
published by the European Securities and Markets Authority (“ESMA”) on its website (at https://www.esma.europa.eu/supervision/credit-rating-
agencies/risk) in accordance with the CRA Regulation. A rating is not a recommendation to buy, sell or hold securities and may be subject to
revision, suspension or withdrawal at any time by the assigning rating agency.

The Notes are being offered in reliance upon Rule 144A and Regulation S by each of Citigroup Global Markets Limited, J.P. Morgan
Securities plc, Mizuho International plc, QNB Capital LLC, Société Générale and Standard Chartered Bank (each a “Joint Bookrunner” and,
collectively, the “Joint Bookrunners™), subject to their acceptance and right to reject orders in whole or in part. It is expected that: (a) delivery of
the Rule 144A Notes will be made in book-entry form only through the facilities of The Depository Trust Company (“DTC”) against payment
therefor in immediately available funds on the Issue Date and (b) delivery of the Regulation S Notes will be made in book-entry form only through
the facilities of Euroclear Bank SA/NV (“Euroclear”) and/or Clearstream Banking S.A. (“Clearstream, Luxembourg™) against payment therefor in
immediately available funds on the Issue Date.

Joint Bookrunners

Citigroup J.P. Morgan Mizuho Securities
QNB Capital Société Générale Standard Chartered Bank
Corporate & Investment Banking

The date of this Prospectus is 5 March 2019.



This Prospectus constitutes a prospectus for the purposes of the Prospectus Directive. This document does not
constitute a prospectus for the purpose of Section 12(a)(2) of, or any other provision of or rule under, the Securities
Act.

RESPONSIBILITY STATEMENT

The Issuer accepts responsibility for the information contained in (including incorporated by reference into) this
Prospectus. To the best of the knowledge of the Issuer (having taken all reasonable care to ensure that such is the case), the
information contained in this Prospectus (including the information incorporated herein by reference) is in accordance with
the facts and does not omit anything likely to affect the import of such information. The Issuer, having made all reasonable
enquiries, confirms that: (a) this Prospectus (including the information incorporated herein by reference) contains all
information that in its view is material in the context of the issuance and offering of the Notes (or beneficial interests therein),
(b) the information contained in (including incorporated by reference into) this Prospectus is true and accurate in all material
respects and is not misleading, (c) any opinions, predictions or intentions expressed in this Prospectus (including in any of the
documents (or portions thereof) incorporated herein by reference) on the part of the Issuer are honestly held or made by the
Issuer and are not misleading in any material respects, and there are no other facts the omission of which would make this
Prospectus or any of such information or the expression of any such opinions, predictions or intentions misleading in any
material respect, and (d) all reasonable enquiries have been made by the Issuer to ascertain such facts and to verify the
accuracy of all such information and statements.

This Prospectus is to be read in conjunction with all documents that are (or portions of which are) incorporated
herein by reference (see “Documents Incorporated by Reference”). This Prospectus shall be read and construed on the basis
that such documents (or the applicable portions thereof) are incorporated into, and form part of, this Prospectus.

To the fullest extent permitted by law, none of the Fiscal Agent, Principal Paying Agent, Registrar, United States
Paying Agent, other Paying Agent or Transfer Agent (each as set out in the Final Terms, and together, the “Agents”) or the
Joint Bookrunners accept any responsibility for the information contained in (including incorporated by reference into) this
Prospectus or any other information provided by (or on behalf of) the Issuer in connection with the Notes or for any
statement consistent with this Prospectus made, or purported to be made, by a Joint Bookrunner or on its behalf in connection
with the issue and offering of the Notes (or beneficial interests therein) and none of the Joint Bookrunners or the Agents
accepts any responsibility for any acts or omissions of the Issuer or any other person in connection with the issue and offering
of the Notes (or beneficial interests therein). Each Joint Bookrunner accordingly disclaims all and any liability that it might
otherwise have (whether in tort, contract or otherwise) in respect of the accuracy or completeness of any such information or
statements. The Joint Bookrunners expressly do not undertake to review the financial condition or affairs of the Issuer during
the life of the Notes or to advise any investor or potential investor in the Notes of any information coming to their attention.

No person is or has been authorised by the Issuer to give any information or to make any representation not
contained in or not consistent with this Prospectus or any other information supplied by (or with the consent of) the Issuer in
connection with the Notes and, if given or made, such information or representation must not be relied upon as having been
authorised by the Issuer or any of the Joint Bookrunners.

Neither this Prospectus nor any other information supplied by (or on behalf of) the Issuer or any of the Joint
Bookrunners in connection with the Notes: (a) is intended to provide the basis of any credit or other evaluation or (b) should
be considered as a recommendation by the Issuer or any of the Joint Bookrunners that any recipient of this Prospectus or any
such other information should invest in the Notes. Each investor contemplating investing in the Notes should: (i) determine
for itself the relevance of the information contained in (including incorporated by reference into) this Prospectus, (ii) make its
own independent investigation of the financial condition and affairs, and its own appraisal of the creditworthiness, of the
Issuer and (iii) make its own determination of the suitability of any such investment in light of its own circumstances, with
particular reference to its own investment objectives and experience, and any other factors that are relevant to it in connection
with such investment, in each case, based upon such investigation as it deems necessary.

Neither this Prospectus nor, except to the extent explicitly stated therein, any such other information supplied in
connection with the issue of the Notes constitutes an offer or invitation by or on behalf of the Issuer or any of the Joint
Bookrunners to any person to subscribe for or purchase any Notes (or beneficial interests therein).



Neither the delivery of this Prospectus nor the offering, sale or delivery of the Notes (or beneficial interests therein)
shall in any circumstances imply that the information contained herein is correct at any time subsequent to the date hereof (or,
if such information is stated to be as of an earlier date, subsequent to such earlier date) or that any other information supplied
in connection with the Notes is correct as of any time subsequent to the date indicated in the document containing the same.
This Prospectus may not be copied or reproduced in whole or in part nor may it be distributed or any of its contents disclosed to
anyone other than the prospective investors to whom it is originally submitted by (or on behalf of) the Issuer or a Joint Bookrunner.

GENERAL INFORMATION

The distribution of this Prospectus and/or the offer or sale of Notes (or beneficial interests therein) might be
restricted by law in certain jurisdictions. None of the Issuer or the Joint Bookrunners represent that this Prospectus may be
lawfully distributed, or that the Notes (or beneficial interests therein) may be lawfully offered, in any such jurisdiction or
assume any responsibility for facilitating any such distribution or offering. In particular, no action has been taken by the
Issuer that is intended to permit a public offering of the Notes (or beneficial interests therein) or distribution of this
Prospectus, any advertisement or any other material in any jurisdiction in which action for that purpose is required.
Accordingly: (a) no Notes (or beneficial interests therein) may be offered or sold, directly or indirectly, and (b) neither this
Prospectus nor any advertisement or other offering material may be distributed or published in any jurisdiction except, in
each case, under circumstances that will result in compliance with all applicable laws. Persons into whose possession this
Prospectus or any Notes (or beneficial interests therein) come(s) must inform themselves about, and observe, any such
restrictions on the distribution of this Prospectus, any advertisement or other material and the offering and/or sale of the
Notes (or beneficial interests therein). In particular, there are restrictions on the distribution of this Prospectus and the offer
and/or sale of the Notes (or beneficial interests therein) in (inter alia) the United States, the EEA (including the United
Kingdom and Belgium), Turkey, Japan, Switzerland, the People’s Republic of China (the “PRC”), Thailand, Singapore and
the Hong Kong Special Administrative Region of the PRC (“Hong Kong”). See “Plan of Distribution” herein and “Transfer
and Selling Restrictions” in the Base Prospectus.

In making an investment decision, investors must rely upon their own examination of the Issuer and the terms of the
Notes, including the merits and risks involved. The Notes have not been approved or disapproved by the Securities and
Exchange Commission (the “SEC”) of the United States or any other securities commission or other regulatory authority in
the United States and, other than the approvals of the Banking Regulation and Supervision Agency (the “BRSA”) of Turkey
and the CMB (i.e., the Programme Approvals described below) and the Central Bank of Ireland described herein, have not
been approved or disapproved by any securities commission or other regulatory authority in Turkey or any other jurisdiction,
nor have the foregoing authorities (other than the Central Bank of Ireland to the extent described herein) approved this
Prospectus or confirmed the accuracy or determined the adequacy of the information contained in this Prospectus. Any
representation to the contrary might be unlawful.

None of the Joint Bookrunners, the Issuer or any of their respective affiliates, counsel or other representatives makes
any representation to any actual or potential investor in the Notes regarding the legality under any applicable law of its
investment in the Notes. Any investor in the Notes should ensure that it is able to bear the economic risk of an investment in
the Notes for an indefinite period of time.

The Notes might not be a suitable investment for all investors. Each potential investor contemplating making an
investment in the Notes must make its own investigation and analysis of the creditworthiness of the Issuer and its own
determination of the suitability of that investment in light of its own circumstances, with particular reference to its own
investment objectives and experience, and any other factors that are relevant to it in connection with such investment. In
particular, each potential investor in the Notes should consider, either on its own or with the help of its financial and other
professional advisers, whether it:

(a) has sufficient knowledge and experience to make a meaningful evaluation of the Notes, the merits and
risks of investing in the Notes and the information contained in (including incorporated by reference into) this
Prospectus or any supplement hereto,

(b) has access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its particular
circumstances, an investment in the Notes and the impact such investment will have on its overall investment
portfolio,



(c) has sufficient financial resources and liquidity to bear all of the risks of an investment in the Notes,
including where the currency for principal and interest payments is different from the potential investor’s currency,

(d) understands thoroughly the terms of the Notes and is familiar with the behaviour of financial markets,
and

(e) is able to evaluate possible scenarios for economic, interest rate and other factors that might affect its
investment in the Notes and its ability to bear the applicable risks.

Legal investment considerations might restrict certain investments. The investment activities of certain investors are
subject to applicable laws and/or to review or regulation by certain authorities. Each potential investor in the Notes should
consult its legal advisers to determine whether and to what extent: (a) the Notes (or beneficial interests therein) are legal
investments for it, (b) its investment in the Notes can be used by it as collateral for various types of borrowing and (c) other
restrictions apply to its purchase or pledge of any Notes (or beneficial interests therein). Financial institutions should consult
their legal advisers or the appropriate regulators to determine the appropriate treatment of their investments in the Notes
under any applicable risk-based capital or other rules. Each potential investor should consult its own advisers as to the legal,
tax, business, financial and related aspects of an investment in the Notes.

The Issuer has obtained the CMB approval letter (dated 14 May 2018 and numbered 29833736-105.02.02-E.5371)
and the CMB approved issuance certificate (in Turkish: onaylanmus ihrag¢ belgesi) (dated 14 May 2018) (together, the “CMB
Approval”) and the BRSA approval letter (dated 25 April 2018 and numbered 20008792-101.01.04[31]-E.5709) (the “BRSA
Approval” and, with the CMB Approval, the “Programme Approvals”) required for the issuance of the Notes. In addition to
the Programme Approvals, to the extent (and in the form) required by applicable law, a written approval of the CMB in
respect of the Notes is required to be obtained by the Issuer on or before the Issue Date.

Pursuant to the Programme Approvals, the offer, sale and issue of the Notes have been authorised and approved in
accordance with Decree No. 32 on the Protection of the Value of the Turkish Currency (as amended from time to time,
“Decree 32"), the Banking Law No. 5411 of 2005, as amended (the “Banking Law™), and its related law, the Capital Markets
Law and the Communiqué on Debt Instruments No. V11-128.8 of the CMB (the “Debt Instruments Communiqué”) and its
related law.

In addition, in accordance with the Programme Approvals, the Notes (or beneficial interests therein) may only be
offered or sold outside of Turkey. Under the Programme Approvals, the BRSA and CMB have authorised the offering, sale
and issue of the Notes on the condition that no transaction that qualifies as a sale or offering of Notes (or beneficial interests
therein) in Turkey may be engaged in. Notwithstanding the foregoing, pursuant to the BRSA decisions dated 6 May 2010
(No. 3665) and in accordance with Decree 32, residents of Turkey may, in the secondary markets only, purchase or sell Notes
(or beneficial interests therein) (as they are denominated in a currency other than Turkish Lira) in offshore transactions on an
unsolicited (reverse inquiry) basis; provided that such purchase or sale is made through licensed banks authorised by the
BRSA or licensed brokerage institutions authorised pursuant to CMB regulations and the purchase price is transferred
through such licensed banks. As such, Turkish residents should use such licensed banks or such licensed brokerage
institutions when purchasing the Notes (or beneficial interests therein) and should transfer the purchase price through such
licensed banks.

Notes offered and sold to QIBs in reliance upon Rule 144A (the “Rule 144A Notes”) will be represented by
beneficial interests in one or more global note(s) in registered form (each a “Rule 144A Global Note”) on the Issue Date.
Notes offered and sold pursuant to Regulation S in offshore transactions to persons who are not U.S. persons (the
“Regulation S Notes™) will be represented by beneficial interests in a global note in registered form (the “Regulation S
Registered Global Note” and, with the Rule 144A Global Note(s), the “Global Notes”).

The Rule 144A Global Note(s) will be deposited on or about the Issue Date with The Bank of New York Mellon,
New York Branch, in its capacity as custodian (the “Custodian”) for, and will be registered in the name of Cede & Co. as
nominee of, DTC. Except as described in this Prospectus, beneficial interests in the Rule 144A Global Note(s) will be
represented through accounts of financial institutions acting on behalf of beneficial owners as direct and indirect participants
in DTC. The Regulation S Registered Global Note will be deposited on or about the Issue Date with a common depositary
(the “Common Depositary”) for Euroclear and Clearstream, Luxembourg and will be registered in the name of a nominee of
the Common Depositary. Except as described in this Prospectus, beneficial interests in the Regulation S Registered Global



Note will be represented through accounts of financial institutions acting on behalf of beneficial owners as direct and indirect
participants in Euroclear and Clearstream, Luxembourg.

Each investor in the Notes will be deemed to have made certain representations and agreements as described in the
Base Prospectus. Any resale or other transfer, or attempted resale or other attempted transfer, of the Notes (or a beneficial
interest therein) that is not made in accordance with the transfer restrictions and all applicable laws might subject the
transferor and/or transferee to certain liabilities under applicable laws.

Monies paid for the purchase of Notes (or beneficial interests therein) are not protected by the insurance coverage
provided by the Savings Deposit Insurance Fund (Tasarruf Mevduati Sigorta Fonu) (the “SDIF”) of Turkey.

Pursuant to the Debt Instruments Communiqué, the Issuer is required to notify the Central Registry Agency
(Merkezi Kayit Kurulusu A.S.) (trade name: Central Registry Istanbul (Merkezi Kayit Istanbul)) (“Central Registry Istanbul”)
within three Istanbul business days from the Issue Date of the amount, Issue Date, ISIN, interest commencement date,
maturity date, interest rate, name of the custodian and currency of the Notes and the country of issuance.

NOTIFICATION UNDER SECTION 309B(1)(C) OF THE SECURITIES AND FUTURES ACT (CHAPTER 289) OF
SINGAPORE

In connection with Section 309B of the Securities and Futures Act (Chapter 289) of Singapore (the “SFA”) and the
Securities and Futures (Capital Markets Products) Regulations 2018 (the “CMP Regulations 2018”), the lIssuer has
determined the classification of the Notes as prescribed capital markets products (as defined in the CMP Regulations 2018)
and Excluded Investment Products (as defined in MAS Notice SFA 04-N12: Notice on the Sale of Investment Products and
MAS Notice FAA-N16: Notice on Recommendations on Investment Products).

MIFID 11 PRODUCT GOVERNANCE / ELIGIBLE COUNTERPARTIES AND PROFESSIONAL CLIENTS ONLY
TARGET MARKET

Solely for the purposes of each manufacturer’s product approval process, the target market assessment in respect of
the Notes has led to the conclusion that: (a) the target market for the Notes (and beneficial interests therein) is eligible
counterparties and professional clients only, each as defined in MiFID II, and (b) all channels for distribution of the Notes
(and beneficial interests therein) to eligible counterparties and professional clients are appropriate. Any person or entity
subsequently offering, selling or recommending the Notes (or beneficial interests therein) (a “distributor”) should take into
consideration the manufacturers’ target market assessment; however, a distributor subject to MiFID Il is responsible for
undertaking its own target market assessment in respect of the Notes (or beneficial interests therein) (by either adopting or
refining the manufacturers’ target market assessment) and determining appropriate distribution channels.

U.S. INFORMATION

The Notes have not been and will not be registered under the Securities Act or any other U.S. federal or state
securities laws and the Notes (or beneficial interests therein) may not be offered or sold in the United States or to, or for the
account or benefit of, a U.S. person except pursuant to an exemption from the registration requirements of the Securities Act
and in accordance with all applicable securities laws of the United States and each state or other jurisdiction of the United
States. In the United States, this Prospectus is only being submitted on a confidential basis to a limited number of QIBs and
to investors with whom “offshore transactions” under Regulation S can be entered into for informational use solely in
connection with the consideration of an investment in the Notes. Its use for any other purpose in the United States or by any U.S.
person is not authorised.

Potential investors that are U.S. persons should note that the Issue Date for the Notes will be more than two business
days (this settlement cycle being referred to as “T+2”) following the trade date of the Notes. Under Rule 15¢6-I of the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), of the United States, trades in the secondary market
generally are required to settle in two business days unless otherwise expressly agreed to by the parties at the time of the
transaction. Accordingly, investors who wish to trade interests in Notes in the United States on the trade date relating to the
Notes or the next business days will likely be required, by virtue of the fact that the Notes initially will settle on a settlement
cycle longer than T+2, to specify an alternate settlement cycle at the time of any such trade to prevent a failed settlement.



To permit compliance with Rule 144A in connection with any resales or other transfers of Notes (or beneficial
interests therein) for so long as they are “restricted securities” within the meaning of Rule 144(a)(3) under the Securities Act,
the Issuer has undertaken in a deed poll dated 26 April 2018 (such deed poll as amended, restated or supplemented from time
to time, the “Deed Poll”) to furnish, upon the request of an investor in such Notes, to such investor or to a prospective
purchaser designated by such investor, the information required to be delivered under Rule 144A(d)(4) under the Securities
Act if, at the time of the request, any of the Notes (or beneficial interests therein) to be transferred are “restricted securities”
within the meaning of Rule 144(a)(3) under the Securities Act and the Issuer is neither a reporting company under Section 13
or 15(d) of the Exchange Act nor exempt from reporting pursuant to Rule 12g3-2(b) thereunder.

STABILISATION

In connection with the issue of the Notes, Standard Chartered Bank (the “Stabilising Manager”) (or persons acting
on behalf of the Stabilising Manager) might overallot Notes or effect transactions with a view to supporting the market price
of an investment in the Notes at a level higher than that which might otherwise prevail; however, stabilisation might not
necessarily occur. Any stabilisation action or overallotment might begin on or after the date on which adequate public
disclosure of the terms of the offer of the Notes is made and, if begun, might cease at any time, but it must end no later than
the earlier of 30 days after the Issue Date and 60 days after the date of the allotment of the Notes. Any stabilisation action or
overallotment must be conducted by the Stabilising Manager (or persons acting on behalf of the Stabilising Manager) in
accordance with all applicable laws and rules. Notwithstanding anything herein to the contrary, the Bank may not (whether
through overallotment or otherwise) issue more Notes than have been authorised by the CMB or are permitted under the
Programme.

PRESENTATION OF FINANCIAL AND OTHER INFORMATION
Alternative Performance Measures

To supplement the Bank’s consolidated and unconsolidated financial statements presented in accordance with the
BRSA Accounting and Reporting Principles, the Bank uses certain ratios and measures included (including through
incorporation by reference) in this Prospectus that might be considered to be “alternative performance measures” (each an
“APM?”) as described in the ESMA Guidelines on Alternative Performance Measures (the “ESMA Guidelines”) published by
ESMA on 5 October 2015. The ESMA Guidelines provide that an APM is understood as “a financial measure of historical or
future financial performance, financial position, or cash flows, other than a financial measure defined or specified in the
applicable financial reporting framework.” The ESMA Guidelines also note that they do not apply to APMs “disclosed in
accordance with applicable legislation, other than the applicable financial reporting framework, that sets out specific
requirements governing the determination of such measures.”

Any APMs included in this Prospectus are not alternatives to measures prepared in accordance with the BRSA
Accounting and Reporting Principles and might be different from similarly titled measures reported by other companies. The
Bank’s management believes that this information, when considered in conjunction with measures reported under the BRSA
Accounting and Reporting Principles, is useful to investors because it provides a basis for measuring the organic operating
performance in the periods presented and enhances investors’ overall understanding of the Group’s financial performance. In
addition, these measures are used in internal management of the Group, along with financial measures reported under the
BRSA Accounting and Reporting Principles, in measuring the Group’s performance and comparing it to the performance of
its competitors. In addition, because the Group has historically reported certain APMs to investors, the Bank’s management
believes that the inclusion of APMs in this Prospectus provides consistency in the Group’s financial reporting and thus
improves investors’ ability to assess the Group’s trends and performance over multiple periods. APMs should not be
considered in isolation from, or as a substitute for, financial information presented in compliance with the BRSA Accounting
and Reporting Principles.

For the Group, measures that might be considered to be APMs in this Prospectus (and that are not defined or
specified by the BRSA Accounting and Reporting Principles or any other legislation applicable to the Bank and are not
defined in the Base Prospectus) include (without limitation) the following (such terms being used in this Prospectus as they
are defined below):



average spread: For a particular period, this is: (a) the weighted average interest rate of the Group’s
average interest-earning assets for such period minus (b) the weighted average interest rate on the Group’s average
interest-bearing liabilities for such period.

cost of funding: For a particular period and indebtedness, this is: (a) the interest expense on such
indebtedness for such period divided by (b) the average amount of such indebtedness for such period (calculated by
averaging the amount thereof as of the balance sheet date immediately prior to the commencement of such period
(i.e., for any year, December 31 of the previous year) and each intervening month-end date).

net interest income as a percentage of average interest-earning assets: For a particular period, this is: (a)
net interest income for such period as a percentage of (b) the average interest-earning assets during such period.

NPL ratio: As of a particular date, this is: (a) non-performing loans (“NPLs”) as of such date as a
percentage of (b) the aggregate amount of loans and receivables (performing) and NPLs as of such date.

NPLs to total shareholders’ equity: As of a particular date, this is: (a) NPLs as of such date divided by (b)
the total shareholders’ equity as of such date.

Reconciliations for the above (to the extent that any of such items are APMs) to the applicable financial statements
are not included as they are not required by the ESMA Guidelines in these circumstances, including as a result of Article 29
thereof where the items described in the APM are directly identifiable from the financial statements (e.g., where an applicable
APM is merely a calculation of one or more item(s) in the financial statements as a percentage of another item in the financial
statements).

The following are definitions of certain terms that are used in the calculations of the terms defined above (such
terms being used in this Prospectus as they are defined below):

average interest-bearing liabilities: For a particular period, this is the sum of the monthly averages of total
deposits excluding demand deposits, funds borrowed, funds provided under repurchase agreements, marketable
securities issued and subordinated debt calculated by averaging the amount of such interest-bearing liabilities as of
the balance sheet date immediately prior to the commencement of such period (e.g., for any calendar year,
31 December of the previous year) and each intervening month-end date.

average interest-earning assets: For a particular period, this is the average of the amount of interest-
earning assets, which includes total banks, total securities, total money market placements, total performing loans,
total leasing receivables and total factoring receivables, as of the balance sheet date immediately prior to the
commencement of such period (e.g., for any calendar year, 31 December of the previous year) and each intervening
quarter-end date.

Currency Presentation and Exchange Rates

In this Prospectus, all references to: (a) “Turkish Lira” and “TL” refer to the lawful currency for the time being of
Turkey, (b) “U.S. dollars,” “US$” and “$” refer to United States dollars and (c) “euro” and “€” refer to the currency
introduced at the start of the third stage of European economic and monetary union pursuant to the Treaty on the Functioning
of the European Union, as amended. No representation is made that the Turkish Lira or U.S. dollar amounts in this
Prospectus could have been or could be converted into U.S. dollars or Turkish Lira, as the case may be, at any particular rate
or at all. For a discussion of the effects on the Group of fluctuating exchange rates, see “Risk Factors — Risks Related to the
Group’s Business — Foreign Exchange Risk” in the Base Prospectus.

Certain Defined Terms, Conventions and Other Considerations in Relation to the Presentation of Information in this
Prospectus

In this Prospectus: (a) “Bank” or “Issuer” means QNB Finansbank A.S. on a standalone basis and “Group” means
the Bank and its subsidiaries (and, with respect to consolidated accounting information, entities that are consolidated into the
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Bank) and (b) the term “law” shall (unless the context otherwise requires) be deemed to include legislation, regulations and
other legal requirements.

Certain figures and percentages included in this Prospectus have been subject to rounding adjustments and,
accordingly, figures shown in the same category presented in different tables might vary slightly and figures shown as totals
in certain tables might not be an arithmetic aggregation of the figures that precede them.

All of the information contained in this Prospectus concerning the Turkish market and the Bank’s competitors has
been obtained (and extracted without material adjustment) from publicly available information. Where third-party
information has been used in this Prospectus, the source of such information has been identified. The Bank confirms that all
such information has been accurately reproduced and, so far as it is aware and is able to ascertain from the relevant published
information, no facts have been omitted that would render the reproduced information inaccurate or misleading. Without
prejudice to the generality of the foregoing statement, third-party information in this Prospectus, while believed to be reliable,
has not been independently verified by the Bank or any other person.

The language of this Prospectus is English. Certain legal references and technical terms have been cited in their
original language in order that the correct technical meaning may be ascribed to them under applicable law. In particular, but
without limitation, the titles of Turkish laws and the names of Turkish institutions referenced herein (and in the documents
(or portions thereof) incorporated herein by reference) have been translated from Turkish into English. The translations of
these titles and names are direct and accurate.

All data relating to the Turkish banking sector in this Prospectus have been obtained from the BRSA’s website at
www.bddk.org.tr, the website of the Banks Association of Turkey (Tiirkiye Bankalar Birligi) (the “Banks Association of
Turkey”) at www.tbb.org.tr or the website of the Interbank Card Centre (Bankalararasi Kart Merkezi) at
www.bkm.com.tr/bkm, and all data relating to the Turkish economy, including statistical data, have been obtained from the
website of the Turkish Statistical Institute (Tiirkive Istatistik Kurumu) (“TurkStat”) at www.turkstat.gov.tr, the website of the
Central Bank of Turkey (Tiirkive Cumhuriyet Merkez Bankasi) (the “Central Bank™) at www.tcmb.gov.tr or the website of
the Ministry of Treasury and Finance of Turkey (the “Turkish Treasury”) at www.hazine.gov.tr. Such data have been
extracted from such websites without material adjustment, but might not appear in the exact same form on such websites or
elsewhere. Such websites do not, and should not be deemed to constitute a part of, or be incorporated into, this Prospectus.

In the case of the presented statistical information, similar statistics might be obtainable from other sources,
although the underlying assumptions and methodology, and consequently the resulting data, might vary from source to source.
Where information has been sourced from a third party, such publications generally state that the information they contain
has been obtained from sources believed to be reliable but that the accuracy and completeness of such information is not
guaranteed.
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RISK FACTORS

Prospective investors in the Notes should consider carefully the information contained in this Prospectus and the
documents (or portions thereof) that are incorporated herein by reference, and in particular should consider all the risks
inherent in making such an investment, including the information under the heading “Risk Factors™ on pages 12 to 47
(inclusive) of the Base Prospectus (as supplemented through the date hereof) (the ““Programme Risk Factors™), before making
a decision to invest.

In investing in the Notes, investors assume the risk that the Issuer might become insolvent or otherwise be unable to
make all payments due in respect of the Notes. There is a wide range of factors that individually or together could result in the
Issuer becoming unable to make all payments due in respect of the Notes. It is not possible to identify all such factors or to
determine which factors are most likely to occur as the Issuer might not be aware of all relevant factors and certain factors that
it currently deems not to be material might become material as a result of the occurrence of events outside the Issuer’s control.
The Issuer has identified in the Programme Risk Factors a number of factors that might materially adversely affect its business
and ability to make payments due under the Notes.

In addition, a number of factors that are material for the purpose of assessing the market risks associated with the
Notes are also described in the Programme Risk Factors. Prospective investors in the Notes should also read the detailed
information set out elsewhere in (or incorporated by reference into) this Prospectus and reach their own views prior to making
any investment decision relating to the Notes; however, the Bank does not represent that the risks set out in the Programme
Risk Factors or herein are exhaustive or that other risks might not arise in the future.

The Programme Risk Factors are (except to the extent noted otherwise herein) incorporated by reference into this
Prospectus and, for these purposes, references in the Programme Risk Factors to “Notes” shall be construed as references to
the Notes described in this Prospectus.



DOCUMENTS INCORPORATED BY REFERENCE

The following documents (or the indicated parts thereof), which have previously been published or are published
simultaneously with this Prospectus and have been filed with the Central Bank of Ireland and Euronext Dublin, shall be
incorporated into, and form part of, this Prospectus:

©) the sections of the Base Prospectus dated 26 April 2018 (the “Original Base Prospectus”) as supplemented on
29 May 2018, 11 September 2018, 26 November 2018 and 26 February 2019 (the “Base Prospectus”) relating to the
Programme and titled as set out in the table below (it being understood that such supplements are also incorporated
by reference herein as relevant and the sections of the Original Base Prospectus set out in the table below should be
read in conjunction with such supplements):

Page references

(inclusive)

Cautionary Statement Regarding Forward-Looking Statements............ccocevveveveieresevicseriesiennns vtovi
AVATADIE INFOIMELION ...t et es vii
Presentation of Financial and Other Information ..o viii to xii
OVEIVIBW ...ttt ettt h ekt s ek et s b et e R e b et e A £ e h b e e et e b b e ae e £ e st e e e e en b e ne et enbebeenannas 1to 11
Risk Factors (other than “Risks Related to Notes Denominated in Renminbi™) ...........ccccccovvennenn 12 to 47
FOIM OF the INOLES......coeeeit e sb et 48 to 51
Terms and Conditions OF the NOTES ..........coveiiiiieiie e 68 to 101
USE OF PrOCEEUS. ... ettt ettt ettt e e b et es e et e st es et et ent e e et ene e e ene 102
Selected Consolidated Financial Information of the Group .........cccoevveieieiciece e 103 to 105
Capitalisation O the GrOUD ......civecicie et e e e e e e sae e e e staenneas 106
BUSINESS OF the GIOUP ...vivverieieieieee ettt et e a e es et es e e aens e e e e ense e e 107 to 130
RECENT DEVEIOPMENTS. .....ivieiiiee ettt s e e aes e e e tes e e aense e e e enee e HHrE
] S\ T T Tl =T o OSSR 13110 143
LAY Eo T o T=] o 0 T o | OSSPSR 144 to 153
Share Capital and OWNEISNID ........ocueiieiieie st sr e e sbe e saesbeesreas 154
Related Party TranSACIONS..........uuiieeiiesieeieie et e et e st ste et e e staesa et e st et estaesbeesaesraenbeasseteenee e 15510 156
The Turkish BanKing SECLOK .........coviieiiiiieiesee e s e es 157 to 158
Turkish Regulatory ENVIFONMENT..........ccoviiiiiiiiiieiicie et e e e se e r e neanns 15910 185
BOOK-ENtry ClearanCe SYSEMIS......uuiveiierieieeieitesteste st e ste st e e ste e s et sbe s steestesnaesbaenbessseteenee e 186 to 190
TAXALION 1.ttt et bbb bbbk bbbttt en e 191 to 193
Certain Considerations for ERISA and other U.S. Employee Benefit Plans...........ccccccvviieiieninas 194 t0 195
Transfer and Selling REStHCHIONS ........cviiiieeceeee e s 197 to 210
Enforcement of Judgments and Service Of PrOCESS........ccovvverierevireienec e 212
Appendix A - Summary of Significant Differences between IFRS and BRSA Accounting and

L oo T T T o T T o] TSR 220

*** Inserted into the Original Base Prospectus by way of the supplement thereto dated 29 May 2018 and amended by the
supplements thereto dated 26 November 2018 and 26 February 2019.

(b) the audited consolidated BRSA Financial Statements of the Group as of and for each of the years ended 31 December
2017 (including comparative information for 2016) and 2018 (including comparative information for 2017) and any
notes thereto and the independent auditors’ reports thereon (the “BRSA Consolidated Financial Statements™), and

(c) the audited unconsolidated BRSA Financial Statements of the Bank as of and for each of the years ended
31 December 2017 (including comparative information for 2016) and 2018 (including comparative information for
2017) and any notes thereto and the independent auditors’ reports thereon (with the BRSA Consolidated Financial
Statements, the “BRSA Financial Statements”),

With respect to the BRSA Financial Statements, please see “Other General Information — Independent Auditors”
below.



Following the publication of this Prospectus, a supplement to this Prospectus might be prepared by the Issuer and
approved by the Central Bank of Ireland in accordance with Article 16 of the Prospectus Directive. Statements contained in
any such supplement (or contained in any document (or portions thereof) incorporated by reference therein) shall, to the extent
applicable (whether expressly, by implication or otherwise), be deemed to modify or supersede statements contained in this
Prospectus or in a document (or portions thereof) that is incorporated by reference into this Prospectus. Any statement so
modified or superseded shall not, except as so modified or superseded, constitute a part of this Prospectus.

Unless otherwise indicated, the financial information presented herein is based upon the BRSA Financial Statements
incorporated by reference herein and has been extracted from the BRSA Financial Statements without material adjustment.
The BRSA Financial Statements incorporated by reference herein, all of which are in English, were prepared as convenience
translations of the Turkish language BRSA Financial Statements (which translations the Bank confirms were direct and
accurate). The English language BRSA Financial Statements incorporated by reference herein were not prepared for the
purpose of their incorporation by reference into this Prospectus.

Copies of documents incorporated (or portions of which have been incorporated) by reference into this Prospectus
can be obtained without charge from the registered office of the Bank and from the Bank’s website:
https://www.gnbfinansbank.com/en/investor-relations/financial-information (such website is not, and should not be deemed to,
constitute a part of, or be incorporated into, this Prospectus).

Any documents (or portions thereof) themselves incorporated by reference into the documents (or portions thereof)
incorporated by reference into this Prospectus do not (and shall not be deemed to) form part of (and are not incorporated into)
this Prospectus.

Any statement contained in a document (or a portion thereof) that is incorporated by reference herein shall be
modified or superseded for the purpose of this Prospectus to the extent that a statement contained herein or in any
other document incorporated by reference herein, or in any supplement hereto, modifies or supersedes such earlier
statement (whether expressly, by implication or otherwise). Any statement so modified or superseded shall not, except
as so modified or superseded, constitute a part of this Prospectus. Where there is any inconsistency between the
information contained in this Prospectus and the information contained in (or incorporated by reference into) the
information incorporated by reference herein, the information set out in this Prospectus shall prevail.

The information set out in any part of the documents listed above that is not incorporated by reference into this
Prospectus is either not relevant to prospective investors in the Notes or is set out elsewhere in (including being incorporated
by reference into) this Prospectus, in each case, subject to and in accordance with the provisions of the Prospectus Directive.

The contents of any website (except for the documents (or portions thereof) incorporated by reference into this
Prospectus to the extent set out on any such website) referenced in this Prospectus do not (and shall not be deemed to) form
part of (and are not incorporated into) this Prospectus.



OVERVIEW OF THE OFFERING

The following overview (the “Overview’”) does not purport to be complete but sets out certain information relating to
the offering of the Notes, including the principal provisions of the terms and conditions thereof. The following is indicative
only and is qualified in its entirety by the more detailed information appearing elsewhere in this Prospectus (including in the
portions of the Base Prospectus incorporated by reference herein). See, in particular, “Terms and Conditions of the Notes™
(the “Conditions™) set out on pages 68 to 102 of the Original Base Prospectus. Terms used in this Overview and not otherwise
defined herein shall have the meanings given to them in the Conditions.

ST U SRR

Interest and Interest Payment Dates:...........cccocvevvinnns

Maturity Date: .....ccccvvveeeieeee e

USE OF PrOCEEAS: .....veeieveeceee e

STALUS: .ttt

Negative Pledge: .......covvveiiieiiec e

US$500,000,000 6.875% Notes due 2024 (i.e., the Notes) issued
under the US$5,000,000,000 Global Medium Term Note
Programme of the Bank.

789000Q21SW842S91J58

The Notes will bear interest from (and including) the Issue Date
(i.e., 7 March 2019) at the rate of 6.875% per annum, payable
semi-annually in arrear in equal instalments on each Interest
Payment Date (i.e., the 7th day of each March and September in
each year); provided that, as described in Condition 7.6, if any
such date is not a Payment Business Day, then such payment will
be made on the next Payment Business Day but without any
further interest or other payment being made in respect of such
delay. The first interest payment on the Notes (representing a full
six months of interest) will be made on the first Interest Payment
Date.

Unless previously redeemed or purchased and cancelled as
provided in the Conditions, the Notes will be redeemed by the
Bank at their principal amount on the Maturity Date (i.e.,
7 September 2024).

The net proceeds of the offering of the Notes will be used by the
Bank for general corporate purposes.

The Notes will be direct, unconditional, unsubordinated and
(subject to the provisions of Condition 4) unsecured obligations of
the Bank and (subject as provided above) will rank pari passu,
without any preference among themselves, with all other
outstanding unsecured and unsubordinated obligations of the
Bank, present and future, but, in the event of insolvency, only to
the extent permitted by applicable laws relating to creditors’
rights.

Subject to certain exceptions set out in Condition 4, so long as any
Note remains outstanding, the Bank will not create or have
outstanding any Security Interest upon, or with respect to, any of
its present or future business, undertaking, assets or revenues
(including any uncalled capital) to secure any Relevant
Indebtedness unless the Bank, in the case of the creation of a
Security Interest (as defined in Condition 4), before or at the same
time and, in any other case, promptly, takes any and all action
necessary to ensure that: (a) all amounts payable by it under the
Notes are secured by the Security Interest equally and rateably
with the Relevant Indebtedness, (b) another Security Interest or
(whether or not it includes the giving of a Security Interest)



Certain CoOVENANTS: ......coovvviiiiiiiie e

Taxation; Payment of Additional Amounts:................

Optional Redemption for Tax Reasons:.......................

another arrangement is provided for the benefit of the Noteholders
as is approved by an Extraordinary Resolution (as defined in the
Agency Agreement) of the Noteholders or (c) such Security
Interest is provided as is approved by an Extraordinary Resolution
of the Noteholders. See Condition 4 in the Conditions.

The Conditions provide that the Bank agrees to certain covenants,
including covenants limiting transactions with affiliates. See
Condition 5 in the Conditions for the details of such covenants and
the exceptions to them.

All payments in respect of the Notes by or on behalf of the Bank
will be made without withholding or deduction for or on account
of any present or future taxes, duties, assessments or governmental
charges of whatever nature (“Taxes”) imposed or levied by or on
behalf of any Relevant Jurisdiction unless the withholding or
deduction of the Taxes is required by law. In that event, the Bank
will (subject to certain exceptions set out in Condition 9) pay such
additional amounts as shall be necessary in order that the net
amounts received by the holders of the Notes after such
withholding or deduction will equal the respective amounts that
would have been receivable in respect of the Notes in the absence
of the withholding or deduction. See “Taxation — Certain Turkish
Tax Considerations” and Condition 9 in the Conditions.

All payments in respect of the Notes will be made subject to any
withholding or deduction required pursuant to FATCA or any law
implementing an intergovernmental approach to FATCA, as
provided in Condition 7.1 and, in accordance with Condition 9.1,
no additional amount will be payable by the Issuer in respect of
any such withholding or deduction.

The Notes may be redeemed at the option of the Bank in whole,
but not in part, at any time at their Early Redemption Amount (as
such is specified in the Final Terms) together with interest accrued
and unpaid to (but excluding) the date of redemption if:

@ as a result of any change in, or amendment to, the laws or
regulations of a Relevant Jurisdiction (as defined in
Condition 9), or any change in the application or official
interpretation of the laws or regulations of a Relevant
Jurisdiction, which change or amendment becomes
effective after 5 March 2019, on the next Interest
Payment Date, the Bank would be required to:

0] pay additional amounts in respect of the Notes
as provided or referred to in Condition 9, and

(i) make any withholding or deduction for, or on
account of, any Taxes imposed or levied by or
on behalf of the Relevant Jurisdiction at a rate in
excess of the applicable prevailing rate on
5 March 2019, and

(b) such requirement cannot be avoided by the Bank taking
reasonable measures available to it.



Events of Default:.........cooeiveiiiiiiiii i,

ERISA: .o

GOVErNING LAW: ..ovevieieecieeeeie e

The Notes will, subject to customary grace periods and exceptions
set out in Condition 11, be subject to certain events of default,
including (among others) non-payment, breach of obligations,
cross-acceleration and certain bankruptcy and insolvency events.
The holder of any Note may give notice to the Bank that such
Note is, and it shall accordingly forthwith become, immediately
due and repayable at its Early Redemption Amount, together with
interest accrued and unpaid to (but excluding) the date of
repayment, if any Event of Default shall have occurred and be
continuing. See Condition 11 in the Conditions.

Notes offered and sold in reliance upon Regulation S will be
represented by beneficial interests in the Regulation S Registered
Global Note, in registered form, without interest coupons attached,
which will be deposited with the Common Depositary and
registered in the name of a nominee of the Common Depositary.
Notes offered and sold in reliance upon Rule 144A will be
represented by beneficial interests in the Rule 144A Global
Note(s), in registered form, without interest coupons attached,
which will be deposited with the Custodian and registered in the
name of Cede & Co. as nominee for DTC. Except in limited
circumstances, certificates for the Notes will not be issued to
investors in exchange for beneficial interests in the Global Notes.

Interests in the Regulation S Registered Global Note will be
represented in, and transfers thereof will be effected only through,
records maintained by Euroclear and Clearstream, Luxembourg
(or their respective direct or indirect participants, as applicable).
Interests in the Rule 144A Global Note(s) will be represented in,
and transfers thereof will be effected only through, records
maintained by DTC (or its direct or indirect participants, as
applicable).

Interests in the Global Notes will be subject to certain restrictions
on transfer. See “Transfer and Selling Restrictions” in the Base
Prospectus.

Notes will be issued in denominations of US$200,000 and integral
multiples of US$1,000 in excess thereof.

Subject to certain conditions, the Notes may be invested in by an
“employee benefit plan” as defined in and subject to Title | of the
United States Employee Retirement Income Security Act of 1974,
as amended, a “plan” as defined in and subject to Section 4975 of
the U.S. Internal Revenue Code of 1986, as amended (the
“Code”), or any entity whose underlying assets include “plan
assets” of any of the foregoing. See “Certain Considerations for
ERISA and other U.S. Employee Benefit Plans” in the Base
Prospectus as amended by the supplement dated 26 November
2018.

The Notes, the Agency Agreement, the Deed Poll and the Deed of
Covenant and any non-contractual obligations arising out of or in
connection with any of them are (or will be, as applicable)
governed by, and construed in accordance with, English law.



Listing and Admission to Trading: .......cccccceeveveveininnns

Turkish Selling Restrictions:..........cccccvvvvevivevinieiininnns

Other Selling Restrictions: ........cccccovveviveveiieeieeccie

RiISK FaCIOrS: ....ccvviicvee e

ISSUE PriCE: uviiviiceie ettt
2151 Lo

Regulation S Registered Global Note Security Codes:

Rule 144A Global Note(s) Security Codes:...................

Representation of Noteholders:.........ccccooveevvivivevnnnnne.

Expected Ratings: ......cccovvviiveieiiiere e

Application has been made by the Bank to Euronext Dublin for
the Notes to be admitted to the Official List and trading on the
Regulated Market; however, no assurance can be given that such
application will be accepted.

The offer and sale of the Notes (or beneficial interests therein) are
subject to restrictions in Turkey in accordance with applicable
CMB and BRSA laws. See “Transfer and Selling Restrictions —
Selling Restrictions — Turkey” in the Base Prospectus.

The Notes have not been and will not be registered under the
Securities Act or any other U.S. federal or state securities laws and
the Notes (or beneficial interests therein) may not be offered or
sold in the United States or to, or for the account or benefit of, a
U.S. person except to QIBs in reliance upon the exemption from
the registration requirements of the Securities Act provided by
Rule 144A or otherwise pursuant to an exemption from, or in a
transaction not subject to, the registration requirements of the
Securities Act and in accordance with all applicable securities
laws of the United States and each state or other jurisdiction of the
United States. The offer and sale of Notes (or beneficial interests
therein) is also subject to restrictions in (inter alia) in (inter alia)
the United States, the EEA (including the United Kingdom and
Belgium), Switzerland, Turkey, Japan, the People’s Republic of
China (the “PRC”), Thailand, Singapore and the Hong Kong
Special Administrative Region of the PRC. See “Transfer and
Selling Restrictions — Selling Restrictions” in the Base Prospectus.

There are certain factors that might affect the Issuer’s ability to
fulfil its obligations under the Notes. The material of these are set
out under “Risk Factors” in the Base Prospectus (as deemed
updated hereby) and include risks related to the Group and its
business, the Group’s relationship with the Issuer’s principal
shareholders, Turkey and the Turkish banking industry. In
addition, there are certain other factors that are material for the
purpose of assessing the risks associated with the Notes, including
certain market risks. See “Risk Factors.”

99.662% of the principal amount of the Notes.

6.950% per annum.

ISIN: XS1959391019
Common Code: 195939101
CUSIP: 31772DADA4
ISIN: US31772DADA49
Common Code: 195946582

There will be no trustee.

“BB-" (negative outlook) by Fitch and “Ba3” (negative outlook)
by Moody’s.
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United States Paying Agent and Transfer Agent: ....... The Bank of New York Mellon, New York Branch



MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis of the consolidated financial position and results of operations of the Group
covers the financial years ended 31 December 2016, 2017 and 2018. Unless otherwise specified, the financial information
presented in this discussion has been extracted from the BRSA Financial Statements without material adjustment. This section
should be read in conjunction with such BRSA Financial Statements and the other financial information included in (including
incorporated by reference into) this Prospectus (including the sections entitled “Presentation of Financial and Other
Information” and “Risk Factors — Risks related to the Group’s Business — Audit Qualification” in the Base Prospectus). The
BRSA Financial Statements have been prepared in accordance with the BRSA Accounting and Reporting Principles as
described in “Presentation of Financial and Other Information” in the Base Prospectus. For a discussion of current significant
differences between IFRS and the BRSA Accounting and Reporting Principles, see Appendix A (“Overview of Significant
Differences between IFRS and BRSA Accounting and Reporting Principles”) to the Base Prospectus; however, following the
adoption of TFRS 9 for the first time as of 1 January 2018, there is less difference between BRSA Accounting and Reporting
Principles and IFRS regarding impairment principles. For further details regarding implementation of TFRS 9 principles, see
the discussion below and Section Three of the consolidated BRSA Financial Statements as of and for the year ended
31 December 2018.

Certain information contained in the discussion and analysis set forth below and elsewhere in this Prospectus includes
“forward-looking statements.” Such forward-looking statements are subject to risks, uncertainties and other factors that could
cause actual results to differ materially from those expressed or implied by such forward-looking statements. See the section
entitled “Cautionary Statement Regarding Forward-Looking Statements” in the Base Prospectus.

The Group’s financial condition and results of operations depend significantly upon the macro-economic, political
and regulatory conditions prevailing in Turkey and prospective investors should consider the factors set forth under “Risk
Factors — Risks Related to the Group’s Business” and “Risk Factors — Risks Related to Turkey” in the Base Prospectus.

The discussion and analysis of the financial position and results of operations of the Group in this Prospectus are
based upon the BRSA Financial Statements. As the Group has historically presented its financial statements to investors and
potential investors using the BRSA Accounting and Reporting Principles and uses such financials for regulatory requirements,
the Bank’s management believes that providing BRSA financial data in this Prospectus will provide for a consistent
presentation of the Group’s financial performance.

Introduction

The Bank is a Turkish private commercial bank that, as of 31 December 2018, provided products and services to
approximately 5.4 million customers, including retail banking customers, SME banking customers, corporate and commercial
banking customers and other customers in Turkey. As of 31 December 2018, the Group had total assets of TL 163,500.2
million, total loans and receivables (which includes loans and receivables and loans at fair value through profit and loss
(hereinafter referred to as “total loans and receivables™)) of TL 100,376.6 million, total deposits of TL 86,826.2 million and
total equity of TL 14,603.4 million.

The Group’s total assets as of 31 December 2018 were 24.6% greater than the TL 131,194.7 million of total assets as
of 31 December 2017, itself a 25.8% increase from TL 104,325.8 million as of 31 December 2016. The Group’s net profit for
2018 was TL 2,573.2 million, an increase of 45.2% from TL 1,772.4 million for 2017, itself a 43.1% increase from TL 1,238.3
million for 2016. As of 31 December 2018, the Bank was the fifth largest private bank in Turkey in terms of total loans and

equity.

Since its initial entry to the Turkish banking market in 1987, the Bank has grown its branch network significantly.
The Bank’s branch network increased from 309 branches as of 31 December 2006 to 542 branches (including one branch in
the Atatiirk Airport Free Trade Zone in Istanbul and one branch in Bahrain) as of 31 December 2018. As of such date, the
Bank’s branch network consisted of 519 full-service branches, 13 retail-only branches, four corporate-only branches and six
commercial-only branches located in 53 commercial centres in Turkey, mainly in Istanbul, Izmir, Ankara and Antalya. As of
31 December 2018, the Bank employed 13,466 employees.



In addition to its branch network, the Group has made significant investments in alternative delivery channels such as
automated teller machine (“ATM”) and point-of-sale (“POS”) networks, internet banking, mobile banking and a call centre. In
October 2012, the Group launched Enpara.com, an online banking platform designed to provide banking and payment services
to retail customers in Turkey without the use of any physical branches. Since its establishment, Enpara.com has grown its
registered customer base from 18,000 customers to 1,260,248 customers as of 31 December 2018, with 78% of such customers
not having been pre-existing customers of the Group.

The Group has three main business segments: corporate and commercial banking, SME banking and retail banking,
additional information about each of which is provided below:

»  Corporate and Commercial Banking. The Group’s corporate and commercial banking activities primarily consist
of traditional and non-cash lending, project and structured finance, trade finance, cash management, corporate
syndication, secondary market transactions, deposit taking and certificated debt instruments. The corporate and
commercial banking segment consists of: (a) corporate banking, which serves large businesses (including
multinational corporations), and (b) commercial banking, which serves enterprises with annual revenues from
TL 40.0 million to less than TL 300.0 million. As of 31 December 2018, the Group’s corporate and commercial
banking operations had 11,892 customers and performing loans and receivables of TL 41.0 billion, representing
43.0% of the Group’s performing loans and receivables.

» SME Banking. The Bank’s SME banking activities consist primarily of revolving credit lines, instalment loans,
overdrafts, business housing loans and demand deposits. As one of the first banks in Turkey to focus on this
segment, the Bank started its SME banking operations at the beginning of 2003 to support Turkish small
businesses. The SME banking segment consists of: (a) Agricultural Banking, (b) SME Banking Small
Enterprises, which serves enterprises with annual revenues of up to TL 4.0 million, and (c) SME Banking
Medium Enterprises, which serves enterprises with annual revenues from TL 4.0 million to less than TL 40.0
million. In recent years, SME banking has represented an increasingly important part of the Group’s overall loan
portfolio. As of 31 December 2018, the Group’s SME banking operations had 336,090 active customers and
performing loans and receivables of TL 23.4 billion, representing 24.6% of the Group’s performing loans and
receivables.

» Retail Banking. The Group’s retail banking activities consist primarily of mortgages, consumer lending, credit
and debit card services, deposits, investments and insurance products. The Group’s offerings to retail customers
are divided into three main further sub-groups: (a) private banking, which serves individuals with liquid assets
under management exceeding TL 750,000 through customised service offerings, (b) the affluent segment, which
serves individuals with assets under management between TL 100,000 and TL 750,000, offering features such as
dedicated relationship managers and a diverse set of banking and non-banking services and benefits, and (c) the
mass market segment with a wide variety of products and services. Retail banking has been one of the principal
drivers of the Group’s growth during recent years, including the contribution from enpara.com. As of
31 December 2018, the Group had approximately 4.1 million retail banking customers (excluding credit card
customers) and performing retail loans and receivables (including mortgage, credit card and consumer loans
(which comprise personal need loans, overdrafts and auto loans)) of TL 30.9 billion, representing 32.4% of the
Group’s performing loans and receivables (representing total gross loans, including financial assets measured at
fair value through profit and loss, minus specific provisions).

The Group also undertakes leasing, factoring, insurance and investment banking activities through its subsidiaries and
other affiliates. The Bank’s registered office is located at Esentepe Mahallesi, Biiyiikdere Cad., Kristal Kule Binasi, No: 215,
Sisli, Istanbul, Turkey, telephone number +90-212-318-5155. Its registration number is 237525.

Transition to TFRS 9

As of 1 January 2018, the Group started to apply TFRS 9 standards, regarding the classification and measurement of
financial assets, in its financial statements for the first time (having applied replaced TAS 39 (Financial Instruments:
Recognition and Measurement) (“TAS 39”) previously). The Group has not restated comparative information for financial
instruments for 2017 within the scope of TFRS 9 and the total difference arising from the adoption of TFRS 9 has, as of
1 January 2018, been recognised directly in the current period’s statement of changes in shareholders’ equity. See Parts VI,
VIl and XXVII of Section Three of the consolidated BRSA Financial Statements as of and for the year ended 31 December
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2018 for details of the impact of the first time adoption of TFRS 9 as of 1 January 2018 on the consolidated financial
statements.

To determine their classification and measurement category, TFRS 9 requires all financial assets, except equity
instruments and derivatives, to be assessed based upon both the Group’s business models for managing the assets and the
instruments’ contractual cash flow characteristics.

As of 1 January 2018, TAS 39 measurement categories of financial assets measured at fair value through profit or
loss, available for sale and held-to-maturity were replaced by: (a) financial assets measured at fair value through profit or loss,
(b) debt instruments measured at fair value through other comprehensive income, with gains or losses recycled to profit or loss
on derecognition, (c) equity instruments measured at fair value through other comprehensive income, with no recycling of
gains or losses to profit or loss on derecognition (the financial assets in clauses (b) and (c) collectively being “financial assets
measured at fair value through other comprehensive income”), and (d) financial assets measured at amortised cost. Further
information on these categories is set out below:

Financial assets measured at fair value through profit/loss: These are financial assets other than those that are
managed within a business model that aims to collect contractual cash flows or a business model that aims to collect
both the contractual cash flows and cash flows arising from the sale of the financial assets; and, if the contractual
terms of the financial asset do not lead to cash flows representing solely payments of principal and interest at a
certain date, that are either acquired for generating a profit from short-term fluctuations in prices or are financial
assets included in a portfolio aiming for short-term profits. These financial assets are initially recognised at fair value
and measured at their fair value after recognition. All gains and losses arising from these valuations are reflected in
the income statement. Interest income earned on these financial assets, and the difference between their acquisition
costs and amortised costs, are recorded as interest income in the statement of profit or loss. The differences between
the amortised costs and the fair values of such financial assets are recorded under trading account income/losses in
the statement of profit or loss. In cases where such financial assets are sold before their maturities, the gains/losses on
such sales are recorded under trading account income/losses.

Financial assets measured at fair value through other comprehensive income: These are financial assets that are
managed within a business model that aims to collect contractual cash flows or a business model that aims to collect
both the contractual cash flows and cash flows arising from the sale of the financial assets. These financial assets are
recognised by adding their transaction cost to their acquisition cost. After their initial recognition, these financial
assets are measured at fair value; provided that equity securities that do not have a quoted market price in an active
market and whose fair values cannot be reliably measured are carried at cost minus a provision for impairment.
Interest income on these financial assets (calculated using an effective interest rate method) and dividend income on
these financial assets are recorded to the income statement. “Unrealised gains and losses” arising from the difference
between the amortised cost and the fair value of these financial assets are not reflected in the income statement until
the acquisition of the financial asset, sale or other disposal of the financial asset and impairment of the financial asset
but are accounted under the “other comprehensive income/expense items to be recycled to profit/loss” under
shareholders’ equity.

Financial assets measured at amortised cost: Financial assets that are held for collection of contractual cash flows
where those cash flows represent solely payments of principal and interest are classified as financial assets measured
at amortised cost. These financial assets are initially recognised at their acquisition cost (including the transaction
costs) and are subsequently recognised at amortised cost by using an effective interest rate method. Interest income
obtained from these financial assets is accounted for in the income statement.

The accounting for financial liabilities remain largely the same as it was under TAS 39 except for the treatment of
gains or losses arising from an entity’s own credit risk relating to liabilities designated at fair value through profit or loss (with
the condition of not impacting accounting mismatch significantly).

Under TFRS 9, embedded derivatives are no longer separated from a host financial asset. Instead, financial assets are

classified based upon the business model and their contractual terms. The accounting for derivatives embedded in financial
liabilities and non-financial host contracts has not changed.
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Impairment

TFRS 9 changed the accounting method for loan loss impairments by replacing TAS 39’s incurred loss approach with
a forward-looking expected credit loss (the “ECL”) approach, which forms an impairment model that has three stages based
upon the change in credit quality since initial recognition. The ECLs are measured as an allowance equal to either 12-month
ECL assets for stage 1 assets or lifetime ECL assets for stage 2 or stage 3 (credit-impaired) assets. An asset moves from
stage 1 to stage 2 when its credit risk increases significantly since initial recognition.

Hedge Accounting

TFRS 9 introduced hedge accounting rules aiming alignment with risk management activities; however, TFRS 9
allow companies to defer application of TFRS 9 hedge accounting rules and instead to continue applying hedge accounting
provisions of TAS 39 as a policy choice. Accordingly, as of the date of this Prospectus, the Bank and its financial subsidiaries
continue to apply hedge accounting in accordance with TAS 39.

Transition to TFRS 9

In accordance with the transition rules of TFRS 9, the Bank chose to not restate the prior periods’ financial statements
but instead recognised the impact of the transition to TFRS 9 accounting as of 1 January 2018 under the “prior year profit or
loss” accounts of the Bank’s equity. Accordingly, as of 1 January 2018, the Group’s equity decreased by TL 167,790 thousand
due to the TFRS 9 transition (TL 121,200 thousand for the Bank). As part of these accounting changes, the following amounts
have been classified under “Extraordinary Reserves” in the shareholders’ equity and have been reflected in the opening
balance sheet as of 1 January 2018: (a) a TL 711,289 thousand increase resulting from the Group’s provision for impairment
of the previous period and the provision for loss that is measured in accordance with TFRS 9’s impairment model (TL 651,560
thousand for the Bank), (b) deferred tax assets of TL 486,511 thousand (TL 474,448 thousand for the Bank) and (c) a
corporate tax charge of TL 46,444 thousand (same for the Bank).

With the adoption of TFRS 9, some of the securities of the Group that were classified at fair value through other
comprehensive income before 1 January 2018 are now classified at their amortised cost (resulting in the amortised cost value
being TL 1,720,595 thousand for the Group and the Bank as of 1 January 2018) and some of the Group’s securities that were
classified at amortised cost before 1 January 2018 are now classified at fair value through other comprehensive income
(resulting in the book value being TL 42,573 thousand for the Group and the Bank as of 1 January 2018). The after tax
remeasurement differences (net) of these securities amounted to TL 79,836 thousand for both the Group and the Bank and the
expected loss reserve of these securities amounted to TL 8,677 thousand for both the Group and the Bank as of the same date
and were classified under “income/expenses from valuation and/or reclassification of financial assets measured at fair value
through other comprehensive income.” The reconciliation of financial assets for the Group as per TFRS 9 is set forth below:
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Book Value TFRS 9
Before TFRS 9 Book Value
31 December 2017 Reclassifications ~ Remeasures 1 January 2018 Tax Effect Equity Effect
Financial Assets: (TL thousands)
Measured at Amortised Cost
Pre-classification balance (held to Maturity).........coovovvvrinerinsinnnneeens 7,168,664 — — — — —
Classified from Measured at Fair Value through Other Comprehensive
INCOME ..ottt ettt ee e sae et s e enesans st etebesessssanrssnnnanes — 1,720,595 99,484 (21,886) 77,596
Classified as Measured at Fair VValue through Other Comprehensive
Income .... — (42,573) — —
Post-classi value.... — — — 8,946,170 — —

Measured at Fair Value through Other Comprehensive Income
Pre-classification balance (available to sale)
Classified as held-to-maturity ....

8,349,710 — — — — _

— 42,573 2,872 — (632) 2,240
Classified as held-to-maturity — (1,720,595) — — — —
Post-classification book value — — — 6,674,725 — —
Expected loss provision — — 11,124 — (2,447) 8,677

Loans and Other Receivables Measured at Amortised Cost (Gross)

Pre-classification value measured at Amortised Cost 85,969,070 — — — — —
Financial Assets Measured at Fair Value through Profit/Loss .. 10,579 — — — — —
Classified as Measured at Amortised COSt...........cccouvrvuvrienns — 10,579 — — — —
Classified from Measured at Fair Value through Profit/Loss — (10,579) — — — —
Post-classification value measured at Amortised Cost — — — 85,979,649 — —
Post-classification value Measured at Fair Value through Profit/Loss..... — — — — — —
Expected 1085 ProviSion™® ................oovveevveeeevreeeerieesieeseeeesseseresneseenenes (5,113,639) — (653,351) (5,766,990) 442,241 (211,110)
Factoring Receivables

EXpected 10SS PrOVISION .........covurieririinirininiinisiieessieesnseessssissssissssianssisnsenns (41,988) — (9,133) (51,121) 2,009 (7,124)
Lease Receivables

EXpected 10SS PrOVISION .......cvvveviriiiriinireineeses s snsens (82,091) — (48,805) (130,896) 10,736 (38,069)

(1) Includes amounts related to loans and receivables, other receivables and off-balance sheet financial assets.

As noted in the preceding table, the “expected loss provision” for loans and factoring and lease receivables has been
revised as of 1 January 2018 to reflect the ECL approach described in “-Impairment” above. The following table provides a
reconciliation of the opening balances of the provisions for expected credit losses to TFRS 9:

Book Value Book Value
Before TFRS 9 After TFRS 9

31 December 2017 Remeasures 1 January 2018

Provisions (TL thousands)
5,019,890 665,385 5,685,275
1,125,990 (100,233) 1,025,757
228,613 898,122 1,126,735
Stage 3., 3,665,287 (132,504) 3,532,783
Financial Assets® ... 59,270 (18,424) 40,846
Non-cash Loans® 158,558 64,328 222,886
Stagesland 2............. 91,845 120,072 211,917
Stage 3. 66,713 (55,744) 10,969
Total......... 5,237,718 711,289 5,949,007

(1) Within the scope of TFRS 9, provisions include provisions for “amortised cost,
income,” “receivables from banks” and “receivables from money markets.”

(2) Before the implementation of TFRS 9, the expected credit losses for stage 1 and 2 non-cash loans were classified as “general
provisions™ and the expected credit losses for stage 3 non-cash loans were classified as “other provisions” in the liabilities. In
accordance with TFRS 9, the expected credit loss provisions for all three stages of non-cash loans are included in the “other
provisions” line item in the liabilities.

fair value through other comprehensive

Significant Factors Affecting the Group’s Financial Condition and Results of Operations

The Group’s financial condition, results of operations and prospects depend significantly upon the macro-economic,
political and regulatory conditions prevailing in Turkey. The impact of these and other potential factors might vary
significantly in the future and many of these factors are outside the control of the Group. Prospective investors should (among
other things) consider the factors set forth under “Cautionary Statement Regarding Forward-Looking Statements” in the Base
Prospectus and “Risk Factors.” The following describes the most significant of such factors since the beginning of 2016.
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Political Developments

On 15 July 2016, the Turkish government was subject to an attempted coup by a group within the Turkish army. The
Turkish government and the Turkish security forces (including the Turkish army) took control of the situation in a short period
of time and the ruling government remained in control. On 20 July 2016, the government declared a three month state of
emergency in the country, entitling the government to exercise additional powers. Under Article 120 of the Turkish
Constitution, in the event of serious indications of widespread acts of violence aimed at the destruction of the free democratic
order, a state of emergency may be declared in one or more regions of, or throughout, the country for a period not exceeding
six months; however, this period may be extended. After various extensions, the state of emergency terminated in July 2018.

Following the coup attempt, the government has initiated legal proceedings against numerous institutions (including
schools, universities, hospitals, associations and foundations), some of which were closed down and their assets and
receivables were seized, and arrested, discharged or otherwise limited thousands of members of the military, the judiciary and
the civil service, restricted media outlets and otherwise taken actions in response to the coup attempt, including expansion of
these actions to members of the business community and journalism sector. As of the date of this Prospectus, investigations
with respect to the attempted coup are on-going. There might be further arrests and actions taken by the government in relation
to these investigations, including changes in policies and laws. Further investigations and arrests might impact the ability of
the Group’s customers to meet their obligations to the Group. Although the Group’s operations have not been materially
affected by the attempted coup, the political and social circumstances following the attempted coup, its aftermath (including
rating downgrades of Turkey and the Bank) or any other political developments might have a negative impact on the Turkish
economy (including the value of the Turkish Lira, international investors’ willingness to invest in Turkey and domestic
demand), Turkey’s relationships with the EU, the United States and/or other jurisdictions, Turkey’s institutions (including as a
result of arrests, suspension or dismissal of a number of individuals working in the public sector) and regulatory framework,
the Bank’s and/or the Group’s business, liquidity, results of operations and/or conditions (financial or otherwise).

Following the presidential elections held on 24 June 2018, as of 9July 2018, the parliamentary system was
transformed into a presidential system and President Erdogan now holds additional powers granted to the president. On 9 July
2018, President Erdogan announced the new ministers of his cabinet, which included the appointment of the former minister
of Energy and Natural Resources and his son-in-law, Berat Albayrak, as the minister of Treasury and Finance. On 10 July
2018, President Erdogan issued a decree empowering the president to appoint: (a) the governor of the Central Bank, whereas
the Council of Ministers had the authority to appoint the governor of the Central Bank in the parliamentary system, and (b) the
deputy governors of the Central Bank, while this appointment was previously made by the Council of Ministers among the
candidates suggested by the governor of the Central Bank. As such, uncertainty in relation to the independence of the Central
Bank and/or the Ministry of Treasury and Finance continues.

On 1 August 2018, OFAC took action targeting Turkey’s Minister of Justice and Minister of Interior, indicating that
these Ministers played leading roles in the organisations responsible for the arrest and detention of American pastor Andrew
Brunson, and blocked any property, or interest in property, of these Ministers within the United States and generally prohibited
U.S. persons from engaging in transactions with them. Following such action, Turkey imposed reciprocal sanctions against
two American officials. On 10 August 2018, the President of the United States stated that he had authorised higher tariffs on
steel and aluminium imports from Turkey. On 15 August 2018, Turkey retaliated by increased tariffs on certain imports from
the United States, such as cars, alcohol and tobacco. These actions contributed to a decline in the value of the Turkish Lira,
which fell to a record low (exceeding TL 7.2 per U.S. dollar in the week ended on 12 August 2018) before strengthening to
TL 5.3 as of 31 December 2018, including due to the higher than expected interest rate hike (625 basis points) by the Central
Bank on 13 September 2018, the fiscal consolidation announced in the “New Economic Programme” of the government,
certain measures taken by the BRSA, the promise of investments from Qatar and, following the release of Mr. Brunson on
12 October 2018, improving relations between Turkey and the United States. The events prior to the release of Mr. Brunson
contributed to the deterioration of the relationship between Turkey and the United States and any future similar events might
have an adverse effect on the Turkish economy and/or might impact investors’ perception of the risks relating to investments
in Turkish issuers, including the Bank.

For additional information on political developments in Turkey, see “Risk Factors — Risks Related to Turkey —
Political Developments” in the Base Prospectus.
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Turkish Economy

Most of the Group’s operations are conducted, and substantially all of its customers are located, in Turkey. In
addition, much of the business of the Group’s non-Turkish subsidiaries is related to Turkey. Accordingly, the Group’s ability
to recover on loans, and its business, financial condition and results of operations, are substantially dependent upon the
political and economic conditions prevailing in Turkey, including factors such as economic growth rates, currency fluctuations,
the Central Bank’s regulatory policy, inflation and fluctuations in interest rates in Turkey.

The following table provides certain macro-economic indicators for Turkey, including real GDP, inflation rates and
the Central Bank’s overnight Turkish Lira borrowing interest rate for each of the indicated periods:

2016 2017 2018
Nominal GDP at current prices (TL millions) .......c.cccoerninnininsinnsnineniens 2,608,526 3,106,537 3,576,259
Real GDP growth..........ovveeveeeresseesseessenssennnes . 3.2% 7.4% 5.3%@
Deficit/surplus of consolidated budget/GDP (1.1)% (1.5)% (1.99%
Consumer Price Inflation® . 8.5% 11.9% 20.3%
Producer Price Inflation® ..........c.c.ccoovvverrvricrinnns 9.9% 15.5% 33.6%
Central Bank overnight TL interest rate, period-end .. . 7.25% 7.25% 22.50%
Central Bank weekly TL repo rate, period-end@ ............c..cccoovverenerrerrnrnnes 8.00% 8.00% 24.00%
Refinancing rate of the Central Bank, period-end...........c.cccvuvververenrrennns 8.50% 9.25% 25.50%
Central Bank late liquidity window lending interest rate, period-end ........ 10.00% 12.75% 27.00%
Central Bank weighted average cost of funding, period-end..........cc.ccceee... 8.31% 12.75% 24.00%
Nominal appreciation (depreciation) of the Turkish Lira against the U.S.
AOHAI) ettt (21.5)% (7.9)% (39.4)%
CPI-based real effective exchange rate appreciation (depreciation)
(2003=100).....c0ucmeciieireieiir s (5.9)% (7.71)% (11.8)%
Total gross gold and international currency reserves, period-end (U.S.
dOArs, MITIONS) ...ttt b 106,101 107,651 91,930

Sources: TurkStat for nominal GDP at current prices, real GDP growth, inflation, Turkish Ministry of Treasury and Finance, General Directorate of Public
Accounts, for deficit/surplus of consolidated budget and Central Bank for reference overnight borrowing interest rate, refinancing rate, nominal appreciation
(depreciation) of the Turkish Lira against the U.S. dollar, real effective exchange rate and total gross gold and international currency reserves.

(1)  Annual percentage change of the applicable index.

(2)  The Central Bank announces the weekly repo lending rate as the reference rate.

(3)  Yearly percentage change in Central Bank buying rates.

(4)  This reflects the twelve months ended 30 September 2018.

Interest Rates

One of the primary factors influencing the Group’s profitability is the level of interest rates in Turkey, which in turn
influences the return on its securities portfolio and its loan and deposit rates. Interest earned and paid on the Group’s assets and
liabilities reflect, to a certain degree, inflation, expectations regarding inflation, shifts in short-term interest rates set by the
Central Bank and movements in long-term real interest rates. The fluctuations in short-term and long-term interest rates impact
the Group’s net interest income differently based upon the repricing profile of the Group’s interest-earning assets and interest-
bearing liabilities. Although the impact of decreasing interest rates earned on assets has had a direct and material impact on the
Group’s profitability, and the Group has been further negatively affected by competitive pressures from both the public and
private sector banks to raise or maintain interest rates on deposits in order to attract and retain depositors, the Group has
utilised alternative sources for raising funds with lower costs compared to deposits, thereby mitigating this competitive
pressure. In addition, the Group actively monitors the interest rate risk of its assets and liabilities and executes hedging
derivatives (particularly interest rate swaps) in order to limit interest rate risk within desired levels and regulatory limits.

Because the Group’s interest-bearing liabilities (principally deposits) generally reprice faster than its interest-earning
assets, changes in the short-term interest rates in the economy generally are reflected in the rates of interest paid by the Group
on its liabilities before such interest rates are reflected in the rates of interest earned by the Group on its assets. Therefore,
when short-term interest rates fall, the Group is both positively affected (for example, the value of its fixed rate securities
portfolio might increase and its interest margins might improve), but might also be negatively impacted (for example, through
the decline in net interest margins on assets funded by 0% interest rate demand deposits). On the other hand, when short-term
rates increase, the Group’s interest margin is generally negatively affected as it will generally pay higher interest rates on its
interest-bearing liabilities before it can modify the rates of its interest-earning assets. An increase in long-term rates generally
has at least a short-term negative effect on the Group’s net interest margin because its interest-earning assets generally have a
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longer repricing duration than its interest-bearing liabilities and because a portion of its interest-earning assets have fixed rates
of interest; however, such an increase generally leads to higher interest margins following the repricing and replacement of
assets at higher yields. In addition, rising interest rates are expected to reduce the value of the Group’s existing investment
securities portfolio while ultimately being expected to result in increased interest income on additional assets included in this
portfolio.

The following table provides the net interest margin of the Group for the periods indicated.

2016 2017 2018
Net interest margin.........ccocceevvevviveesnnnnnns 6.4% 6.3% 6.5%
Average spread .......c.ocveiienienie s 4.5% 3.7% 4.0%

Margins have frequently been subject to pressure from the tightening of monetary policy in Turkey and high levels of
competition. In 2016, 2017 and 2018, tight liquidity conditions persisted throughout the year and the Bank closely monitored
its funding costs. Accordingly, during such years, the Bank’s main pillar of asset liability management was diversifying its
funding portfolio with cheaper funding sources, which (along with the increased yields on loans and securities) helped to
maintain its net interest margin during the period. The Group’s primary sources of funding for the periods under review have
typically been short-term deposits, funds borrowed, marketable securities issued and repurchase (“repo”) transactions with the
Central Bank. The Group’s cost of funding in relation to repo transactions and deposit-based funding generally decreases as
the Central Bank rates decrease and vice-versa. Average spreads in 2017 and 2018 were lower than in 2016 mainly due to
higher deposit costs since, as their terms are shorter, deposits reprice faster and thus the negative impact from higher deposit
costs are not compensated for via the repricing of loans and securities until later future periods.

In light of interest rate fluctuations that have had, and are expected to continue to have, a negative impact on margins,
the Group’s strategy is to seek to increase its business volumes and to focus on cost control, profitability and asset quality. The
Group also engages in hedging activities with respect to interest rates and, during the periods under review, expenses with
respect to such hedging activities generally had a negative impact on the Group’s net interest margins. For example, in 2016,
2017 and 2018, the Group incurred net trading losses of TL 661.5 million, TL 1,142.5 million and TL 1,222.2 million,
respectively, which losses were primarily attributable to TL 718.0 million, TL 1,375.1 million and TL 2,017.5 million,
respectively, in trading losses from derivatives resulting from the net interest expenses for swap transactions. In addition to
movements in market interest rates and the impact from the Group’s hedging activities with respect to interest rates, a key
variable impacting changes in the Group’s interest income and interest expense has been competition among both Turkish
private and public sector banks, which has intensified over the periods under review and has negatively impacted, and is
expected to continue to negatively impact upon, the Bank’s net interest margin (see “Risk Factors — Risks related to the
Group’s Business — Competition in the Turkish Banking Sector” in the Base Prospectus).

The fixed/floating composition of the Group’s assets and liabilities is mainly determined by general market trends
and customer demands. As a result, due to the highly competitive banking environment, the Group’s ability to change the
composition of loans and deposits within a short period of time is limited. On the other hand, the Group tries to diversify its
total securities portfolio in terms of maturity and repricing periods in order to balance the duration mismatch of the entire
balance sheet. In addition, the Group uses derivatives for hedging purposes to keep the duration mismatch of the balance sheet
within the limits established by the Board of Directors.

Following the significant decline in the value of the Turkish Lira in 2018, which fell to a record low (exceeding
TL 7.2 per U.S. dollar in the week ended on 12 August 2018), the Central Bank (on 13 September 2018) increased its
benchmark lending rate by 6.25%, which increased the one week repo rate from 17.75% to 24.00%. As a result, the Group’s
deposit costs increased sharply, leading to pressure on spreads and net interest margin as the price of loans and securities are
not repriced as quickly as deposits.

Exchange Rates
A significant portion of the Group’s assets and liabilities are denominated in foreign currencies, particularly the U.S.
dollar and the euro (38.3% of total assets and 52.6% of total liabilities as of 31 December 2018). While the Group monitors its

net position in foreign currencies (i.e., the amount by which its foreign currency risk-bearing assets differ from its foreign
currency-denominated liabilities) and each of the Bank and the Group is required to comply with foreign currency position
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limits promulgated by the BRSA, each of the Bank and the Group has maintained and likely will continue to maintain gaps
between the balances of its foreign currency-denominated assets and liabilities. The limit imposed by the BRSA is defined as
an amount plus/minus 20% of the total capital used in the calculation of regulatory capital adequacy ratios.

Historically, the Bank has sought to maintain a balance between such assets and liabilities based upon the actual
composition of its balance sheet and off-balance sheet positions at any time and, as a general matter, does not enter into any
speculative positions. Under BRSA rules, any foreign exchange gains and losses are accounted for together with any gains and
losses from the Group’s investment in foreign exchange-based derivative financial instruments (e.g., currency swaps).

Even though the Group seeks to balance its actual foreign exchange position based upon the composition of its
portfolio, the Group’s financial results are impacted by changes in foreign exchange rates as the Group translates such assets
and liabilities, and interest earned from and paid on those assets and liabilities, into Turkish Lira. The overall effect of
exchange rate movements on the Group’s results of operations depends upon the rate of depreciation or appreciation of the
Turkish Lira against its principal trading and financing currencies. The Group recorded net foreign exchange gains of TL 34.6
million in 2016, net foreign exchange gains of TL 26.6 million in 2017 and net foreign exchange losses of TL 1,941.9 million
in 2018; however, these figures should be considered together with foreign exchange-based derivatives (e.g., currency options
and forwards), which are not accounted together with foreign exchange gains and losses. After considering foreign exchange
losses together with such derivative financial instruments, the Group recorded net foreign exchange gains of TL 39.3 million
in 2016, net foreign exchange gains of TL 223.3 million in 2017 and net foreign exchange gains of TL 778.1 million in 2018.

Exchange rate movements also affect the Turkish Lira-equivalent value of the Group’s foreign currency-denominated
assets and capital, which can affect capital adequacy either positively (for example, if the Turkish Lira appreciates, then assets
in foreign currencies convert into fewer Turkish Lira in the calculations of capital adequacy ratios and thus increase the capital
adequacy ratios) or negatively (for example, if the Turkish Lira depreciates, then assets in foreign currency convert into more
Turkish Lira in the calculations of capital adequacy ratios and thus reduce the capital adequacy ratios).

In 2018, Turkey experienced significant volatility in the value of the Turkish Lira, which negatively affected the
Bank’s and the Group’s capital adequacy ratios by approximately 1.3%. This volatility impacted both assets and liabilities,
including increasing the TL-equivalent value of the Group’s foreign-currency assets, which resulted in an increase in risk-
weighted assets, and increasing the TL-equivalent amount of the Group’s foreign currency-denominated debt.

Central Bank Reserve Requirements

From time to time, the Central Bank, with a view toward supporting financial stability, increases the reserve
requirement ratios for foreign exchange-denominated liabilities of banks and financing companies in order to encourage the
extension of maturities of non-core liabilities. These reserve rate increases have had a material adverse effect on the Bank’s
profitability as, due to competitive pressures, the Bank has been only partially able to pass on such increases in its overall costs
of funding to customers. The Bank tries to mitigate the adverse impact on net interest margins from increases in reserve
requirements by benefiting from the flexibilities offered by the Central Bank for fulfilling the reserve requirement obligations
of banks. See “Turkish Regulatory Environment — Liquidity and Reserve Requirements” in the Base Prospectus. The Central
Bank’s actions are frequently taken in part to reduce weakness and volatility in the value of the Turkish Lira by encouraging
the banking sector to borrow foreign currencies on a longer-term basis.

In addition to the Central Bank’s reserve requirement policy, it introduced the “Reserve Option Mechanism” as a
monetary policy tool. As of 31 December 2018, the Central Bank’s regulations permit Turkish banks to maintain 40% of their
Turkish Lira reserve requirements in U.S. dollars and 30% of their Turkish Lira reserve requirements in gold. Within the
Reserve Option Mechanism facility, the amount of foreign exchange or gold that can be held per unit of Turkish Lira is
determined by certain reserve option coefficients and, as the portion of reserve requirements held in foreign exchange or gold
increases, a bank has to hold higher amounts of foreign exchange or gold per unit of Turkish Lira. This mechanism provides
banks with flexibility to adjust the cost of their Turkish Lira reserve requirements. The Group’s policy is to seek to meet its
Turkish Lira reserve requirement obligations by holding these assets in order to seek to decrease the total cost of its Turkish
Lira reserve requirements; however, the 2015 Capital Adequacy Regulation, which entered into force on 31 March 2016,
increased risk weights of foreign currency claims on the Central Bank in the form of required reserves from 0% to 50%, while
Turkish Lira-denominated claims on the Central Bank continued to be subject to preferential treatment of 0% risk weight. On
24 February 2017, the BRSA published a decision that also enables banks to use a 0% risk weight for foreign currency
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reserves required to be held with the Central Bank. See “Turkish Regulatory Environment — Capital Adequacy” in the Base
Prospectus.

Total Loan Portfolio

The Group has generally sought, and expects to continue to pursue, growth in the size of its loan portfolio. The
Group’s loans and receivables were TL 100,376.6 million as of 31 December 2018, representing an increase of 21.8% from
TL 82,438.9 million as of 31 December 2017, which itself reflected an increase of 31.6% from TL 62,637.1 million as of
31 December 2016. Although the Group experienced significant growth in its loan portfolio during 2018 through, in part, the
impact of the depreciation of the Turkish Lira, no assurance can be given that such growth trends will be sustained in future
periods or, if sustained, that such continued growth would not have an impact on asset quality.

The Group has placed an increased emphasis on increasing its SME and corporate and commercial banking segments
since 2012 and the Group’s loan portfolio continues to reflect an increasing share of business banking loans, particularly due
to the funding of loans guaranteed by the Credit Guarantee Fund, despite the slowdown in the growth in business banking
loans in 2018. As of 31 December 2018, 68% of the Group’s loans and receivables were to SME and corporate customers,
compared to 68% and 64% as of 31 December 2017 and 2016, respectively.

Provisioning for Impaired Loans

The Group’s results of operations can be significantly affected by the amount of provisions that the Group sets aside
for NPLs. The Group classifies loans in line with the provisions of the Classification of Loans and Provisions Regulation and
then calculates and allocates specific provisions in accordance with TFRS 9 as stipulated under such regulation (see “Turkish
Regulatory Environment — Loan Loss Reserves” in the Base Prospectus). For a discussion of provisions since the beginning of
2016, see “— Results of Operations for 2016, 2017 and 2018 - Provision for Loan Losses and Other Receivables” and
“Selected Statistical and Other Information — Summary of Loan Loss Experience” below.

As part of the Group’s risk management principles and effective management of its loan portfolio, the Group
monitors market conditions and selectively sells NPLs when doing so is viewed as maximising recovery rates and returns. The
Group sold NPL portfolios amounting to TL 1,195 million and TL 745.7 million in 2016 and 2017, respectively. The Group
did not sell any NPLs in 2018.

In addition to specific provisions, the Group has in the past taken general reserves for possible results of the
circumstances that might arise from possible changes in the economy and market conditions. Previously allocated general
reserves were fully reversed in the last quarter of 2016 and no new such reserves were allocated in 2017 or 2018. The Group’s
audit reports in the BRSA Financial Statements for 2016 and 2017, but not for 2018 as a result of the transition to TFRS 9,
include a qualification as a result of the past general reserves allocated by the Group. See “Risk Factors — Risks related to the
Group’s Business — Audit Qualification” in the Base Prospectus.

In June 2016, the BRSA published a regulation (which is amended from time to time) that replaced the Regulation on
Provisions and Classification of Loans and Receivables as of 1 January 2018 in order to ensure compliance (by 1 January
2018) with the requirements of IFRS and the Financial Sector Assessment Programme, which is a joint programme of the
International Monetary Fund and the World Bank. This regulation required banks to adopt IFRS 9 principles (unless an
exemption is granted by the BRSA) related to the assessment of credit risk by the beginning of 2018 and to set aside
allowances for expected credit losses in line with such principles.

For further information on the Group’s internal loan provision requirements, see Section Two of the BRSA Financial
Statements as of and for the year ended 31 December 2018.

Total Securities Portfolio
The Group maintains a securities portfolio that primarily includes Turkish government debt securities. The Group’s
investment securities portfolio amounted to TL 21,423.7 million as of 31 December 2018. Of this amount, TL 12,932.2

million, or 60.4%, was classified as “Financial Assets Measured at Amortised Cost” and the remainder was classified as
“Financial Assets Measured at Fair Value Through Other Comprehensive Income.” The Group also had a trading securities
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portfolio amounting to TL 45.7 million as of 31 December 2018. Interest income derived from the Group’s trading securities
portfolio and investment securities portfolio amounted to TL 2,551.7 million for 2018 (accounting for 14.8% of total interest
income for the period), TL 1,241.3 million for 2017 (accounting for 10.9% of total interest income for the year) and TL 843.7
million for 2016 (accounting for 9.3% of total interest income for the year). The relative size of the Group’s total securities
portfolio was 13.1% of total assets as of 31 December 2018, 11.8% as of 31 December 2017 and 12.4% as of 31 December
2016. The decrease in 2017 was mainly due to loan growth that exceeded expectations due to the Credit Guarantee Fund
programme, whereas the increase in 2018 was primarily due to a significant depreciation of the Turkish Lira against the U.S.
dollar, which affected the Group’s securities volume more than its total asset volume, and new purchases during the year. In
2016, the Turkish Lira yield curve decreased approximately 110 basis points in the short-end and increased approximately 50
basis points in the long-end. In 2017, the short-end and the long-end of the yield curve increased 277 basis points and 28 basis
points, respectively. In 2018, the yield curve increased approximately 970 basis points in the short-end and increased
approximately 340 basis points in the long-end.

The Bank’s management expects that trading gains will not continue to be as significant going forward and that
changes in the percentage of the Group’s assets invested in securities will be driven by movements in its loan portfolio and
leading central banks” monetary policies regarding global funding opportunity concerns.

Critical Accounting Policies

The Group’s accounting policies are integral to understanding its results of operations and financial condition
presented in the BRSA Financial Statements. The Group’s critical and other significant accounting policies are described in
Section Three of the BRSA Financial Statements as of and for the year ended 31 December 2018. The preparation of these
financial statements requires management to make estimates and assumptions on some events that affect the reported amounts
of assets and liabilities and the reported amounts of revenues and expenses during the reported period. On an on-going basis,
management evaluates its estimates and judgments, including those related to the allowance for contingencies, litigation and
arbitration. Management bases its estimates and judgments upon historical experience and various other factors that the Bank’s
management believes to be reasonable under the circumstances. The Group’s actual results might differ from the estimates
under different assumptions, judgments or conditions.

The policies related to the critical accounting judgments are outlined below. All other significant accounting policies
that are necessary for a fair presentation of the Group’s financial condition and results of operations are presented in
Section Three of the Group’s BRSA Financial Statements as of and for the year ended 31 December 2018 incorporated by
reference into this Prospectus.

Impairment of Financial Assets and Loan Loss Reserves

The Group’s accounting policy for losses /expected credit losses arising from the impairment of customer loans and
other financial assets is described in Part V111 of Section Three of the BRSA Financial Statements as of and for the year ended
31 December 2018. Under TFRS 9, the measurement of impairment losses across all categories of financial assets requires
judgment, in particular, the estimation of amount and timing of future cash flows and collateral values when determining
impairment losses and the assessment of a significant increase in credit risk. In assessing whether the credit risk of an asset has
significantly increased, the Group takes into account qualitative and quantitative reasonable and supportable forward-looking
information, which is based upon assumptions for future movement of different economic drivers and how these drivers will
affect each other. These estimates are driven by a number of factors, changes in which might result in different levels of
allowances. The Bank’s ECL calculations are outputs of complex models with a number of underlying assumptions regarding
the choice of variable inputs and their interdependencies. See Part V11 of Section Three of the BRSA Financial Statements as
of and for the year ended 31 December 2018 for further discussions about impairment.
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The Group reviews its financial assets as of each balance sheet date to determine whether there is objective evidence
of impairment. If there is objective evidence that the Group will not be able to collect all amounts due (principal and interest)
according to the original contractual terms of a loan, then the loan is considered impaired and classified as an “NPL.” The
Group considers a financial asset to be in default in the following two conditions:

(a) Objective Default: There is an objective default if the financial asset is past due more than 90 days, and

(b) Subjective Default: There is a subjective default if a financial asset is unlikely to be paid regardless of the
existence of any past-due amount or the number of days past due.

Accordingly, if there is either an objective default or a subjective default on a financial asset, then the Group considers such
financial asset defaulted and therefore classifies it as a stage 3 (credit-impaired) loan.

Starting from 1 January 2018, the allowance for a loan is measured as the difference between the loan’s carrying
amount and the present value of expected future cash flows discounted at the loan’s original effective interest rate, including
any probable foreclosure of collateral. Impairment and uncollectibility are measured and recognised individually for loans and
receivables that are individually significant, and on a portfolio basis for a group of similar loans and receivables that are not
individually identified as impaired.

The assessment of expected credit losses is performed either on a collective basis or an individual basis. Collective
assessment is applied for segments defined on the basis of similar risk characteristics. On the other hand, individual
assessment is performed for financial assets that are individually significant and exhibit specific characteristics. Accordingly, a
number of the commercial and corporate loans are individually assessed. Calculations are performed by discounting the
expected cash flows for the individual financial asset to its present value using the effective interest rate.

In addition to specific provisions for stage 3 loans and receivables, the Group also makes general provisions for
stage 1 and 2 loans and receivables. As per the requirements of TFRS 9, the ECLs are measured as an allowance equal to
either 12-month ECL assets for stage 1 assets or lifetime ECL assets for stage 2 or stage 3 (credit-impaired) assets. The Group
records the provisions for balance sheet items under the related asset line item except that provisions for off-balance sheet
items are recorded under liabilities.

Collections and reversals for provisioned loans made during a period and collections and reversals for provisioned
loans made in prior periods are offset against “provision for loans and other receivables” in the income statement. Collections
and reversals on principal made on written-off loans are recorded under “other operating income” and collections and reversals
on interest of written-off loans are recorded under “interest on loans.”

Write-offs are made only when all or part of a loan is deemed uncollectible and/or in the case of debt forgiveness, in
each case in accordance with applicable law. Such loans are written-off after all necessary collection procedures have been
completed and the amount of the loss has been determined. Write-offs are charged against previously established allowances
and reduce the principal amount of a loan. Subsequent recoveries of amounts previously written-off decrease the amount of the
provision for impairment losses on loans and receivables, finance lease receivables and factoring receivables in the income
statement.

See also the discussion under “Significant Factors Affecting the Group’s Financial Condition and Results of
Operations — Provisions for Probable Loan Losses” for further risk assessment of the Group regarding probable loan losses.

Fair Value of Securities

The Group’s securities are classified as either financial assets measured at fair value through profit or loss or
investment securities (which include both financial assets available-for-sale and investments held-to-maturity that were
replaced by financial assets measured at fair value through other comprehensive income and financial assets measured at
amortised cost, respectively, subsequent to the adoption of TFRS 9). While financial assets measured at amortised cost are
recorded at their acquisition cost and measured at amortised cost calculated as per the effective interest rate method, the
Group’s financial assets measured at fair value through other comprehensive income and financial assets measured at fair
value through profit or loss (which collectively represented 54.6% of the Group’s total securities portfolio (excluding
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derivative financial assets held for trading classified under financial assets measured at fair value through profit or loss (net)
until the transition to TFRS 9 as of 1 January 2018) as of 31 December 2016, 54.1% as of 31 December 2017 and 39.6% as of
31 December 2018 (due to accounting policy changes and re-classifications made as a consequence of business model
assessments based upon TFRS 9, the figure as of 31 December 2018 is not comparable with the figures for the previous
periods) are recorded at fair value, with changes in fair value being recorded in income (for the trading portfolio and where
there is an impairment or sale of financial assets available-for-sale and financial assets measured at fair value through other
comprehensive income) or shareholders’ equity (for mark-to-market movements in financial assets available-for-sale and
financial assets measured at fair value through other comprehensive income). The following table sets out the distribution of
the Group’s securities recorded at fair value as of each of the indicated dates:

31 December

2016 2017 2018
(TL thousands)
Financial assets measured at fair value through profit or loss (net)
(excluding derivative financial assets held for trading)..............co....... 50,811 89,389 45,739
Financial assets measured at fair value through other comprehensive
TNCOMIE Lttt s b et bbb b bbb et 7,032,113 8,349,875 8,445,773
TOTAL oot 7,082,924 _ 8,439,264 _ 8,491,512

Fair value is defined as the value at which a position could be closed out or sold in a transaction with a willing and
knowledgeable unrelated party, without any deduction for transaction costs. The Group estimates fair value using quoted
market prices when available. When quoted market prices are not available, the Group uses a variety of models that include
dealer quotes, pricing models and quoted prices from instruments with similar characteristics or discounted cash flows. The
determination of fair value when quoted market prices are not available involves judgment by the Group’s management. There
is often limited market data to rely upon when estimating the impact of holding a large or aged position. Similarly, judgment
must be applied in estimating prices when no external parameters exist. Other factors that can affect the estimates of fair value
include incorrect model assumptions and unexpected correlations. The imprecision in estimating these factors might affect the
amount of revenue or loss recorded for a specific asset or liability. As of 31 December 2018, the Group did not hold any
financial assets measured at fair value through profit or loss and financial assets available-for-sale for which it could not use
market prices or observable market inputs to determine fair value.

Besides the financial assets measured at fair value through profit or loss and financial assets measured at fair value
through other comprehensive income, the Group also monitors the fair value of its financial assets measured at amortised cost
to determine whether a decline in their fair value reflects that a write-down would be appropriate, which occurs if such a
decline represents a loss event as described in Section Three of the BRSA Financial Statements as of and for the year ended
31 December 2018. Although the financial assets measured at amortised cost are kept at their amortised costs on the balance
sheet and the marked-to-market differences on the financial assets measured at fair value through other comprehensive income
are recorded under other comprehensive income (which directly adjusts the Group’s common equity Tier 1 capital) instead of
the income statement/statement of profit or loss, if the Group’s management determines that the value of a financial asset
measured at amortised cost has experienced a loss event, then such securities would be written-down and be reflected in
“impairment losses on associates, affiliates and investments financial assets measured at amortised cost,” which is a
component of provision for losses on loans and other receivables in the income statement/statement of profit or loss. Factors
that are used by the Group’s management in determining whether a decline is other than temporary and represents a loss event
include the credit quality of the issuer, the conditions of the issuer’s operations and business segments, the observed period of
the loss, the degree of the loss and management’s expectations. Besides, as a consequence of the TFRS 9 adoption as of
1 January 2018, the Group has also started to calculate expected credit losses at initial recognition for all financial assets
measured at amortised cost and financial assets measured at fair value through other comprehensive income that have not yet
experienced a loss event.

Classification and Measurement of Financial Assets
Financial assets mainly consist of cash, stocks, bonds, bank deposits, loans and derivatives. Which category a

financial instrument is to be classified into at its initial recognition depends upon both the business model for managing
financial assets and the contractual cash flow characteristics of that financial asset.

21



As per TFRS 9, the Group classifies a financial asset on the basis of its contractual cash flow characteristics if such
financial asset is held within a business model whose objective is to hold assets to collect contractual cash flows or within a
business model whose objective is achieved by both collecting contractual cash flows and selling financial assets. TFRS 9
requires the Bank to apply judgment to assess whether payments received on financial assets are solely payments of principal
and interest, which includes only time value of money. Therefore, the Bank is required to consider relevant factors such as the
currency in which a financial asset is denominated and the period for which an interest rate is set. When the cash flows under a
contract for a financial asset are determined not to be solely payments of principal and interest, such financial asset is
measured at fair value through profit or loss. The Group tests all of its financial assets in order to determine whether their
contractual cash flows solely represent payments of principal and interest and then assesses the classification of such financial
assets into the different business models established by the Group.

As per TFRS 9, the Group’s business model for financial assets is determined at a level that reflects how groups of
financial assets are managed together to achieve a particular business objective. Such business models are divided into three
categories:

Business model to hold assets in order to collect contractual cash flows: This model’s objective is to hold
financial assets in order to collect contractual cash flows over the life of such financial assets. A financial asset that is
held within the scope of this business model is measured at amortised cost when the contractual terms of such
financial asset meet the condition of giving rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding. “Receivables from the Central Bank,” “Banks,” “Money Market
Placements,” “investments under financial assets measured at amortised cost,” loans, leasing receivables, factoring
receivables and other receivables are included within this business model.

Business model to collect contractual cash flows and sell financial assets: This model’s objective is
achieved by both collecting contractual cash flows and selling financial assets. The change in fair value of a financial
asset that is held within the scope of this business model is accounted under “other comprehensive income” when the
contractual terms of such financial asset meet the condition of giving rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding. “Financial Assets Measured at Fair
Value through Other Comprehensive Income” are included in this business model.

Other business models: When a financial asset is not held in one of the two preceding business models, it is
measured at fair value through profit or loss (i.e., “Financial assets measured at fair value through profit or loss”).

As per TFRS 9, financial assets are classified in three main categories as listed below (Please see Part VII of
Section Three of the BRSA Financial Statements as of and for the year ended 31 December 2018 for a description of the
accounting policies that were in place before the transition to TFRS 9):

Financial Assets Measured at Fair Value through Profit or Loss: As noted above, financial assets that are
managed within the “other business model” described above are accounted for as “financial assets measured at fair
value through profit or loss.” This category thus includes financial assets where: (a) the contractual terms of such
financial asset do not provide for cash flows representing solely payments of principal and interest at certain dates
and (b) such financial asset is either acquired for generating a profit from short-term fluctuations in prices or is
included in a portfolio aiming to make short-term profits. These financial assets are initially recognised at fair value
and are thereafter measured at their fair value. All gains and losses arising from these valuations are reflected in the
income statement.

Financial Assets Measured at Fair Value Through Other Comprehensive Income: Financial assets held
within the business model to collect contractual cash flows and sell financial assets are classified as “financial assets
measured at fair value through other comprehensive income.” In addition to certain debt instruments, this includes
any equity securities held by the Group. These financial assets are recognised by adding transaction costs to
acquisition costs to reflect the initial fair value of the financial asset. After the initial recognition, these financial
assets are measured at their fair value, which is determined as their market value. Interest income from financial
assets that is calculated by using an internal rate of return that is determined at the recognition date and dividend
income from equity securities are recorded to the income statement.
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“Unrealised gains and losses” arising from the difference between the amortised cost and the fair value of
these financial assets are not reflected in the income statement until the sale or other disposal of the applicable
financial asset or the impairment of the applicable financial asset. These “unrealised gains and losses” are accounted
under the “other comprehensive income/expense items to be recycled to profit/loss” under the shareholders’ equity.
Equity securities that have a quoted market price in an active market and whose fair values can be reliably measured
are carried at fair value, with other equity securities being carried at cost less a provision for impairment.

The Group holds inflation-indexed (CPI) government bonds in both this category as well as the following
category of financial assets measured at amortised cost. These securities are valued and accounted for by applying the
effective interest rate method and considering their real coupon rates and reference inflation index at their issue date
together with the index calculated by considering the estimated inflation rate as disclosed by the Turkish Treasury. As
disclosed in the “Inflation-Indexed Bonds Manual” published by the Turkish Treasury, the reference inflation index
used for payments is determined based upon the inflation rate of two months before payment. The estimated inflation
rate used by the Group in its valuation of these securities is updated during the year when necessary.

A portion of the eurobond portfolio, which has been recognised as “financial assets measured at fair value
through other comprehensive income,” is hedged against interest rate fluctuations via interest rate swaps and is
designated as “fair value hedged items.” The effective portion of fair value differences resulting from the hedged risk
of these hedged items is reclassified from “other comprehensive income” to “net trading income/(loss)” in the income
statement.

In cases where fair value hedge operations cannot be effectively performed as described under TAS 39, fair
value hedge accounting is ceased. The fair value differences are amortised through equity until the maturity of the
related hedged securities. The fair value differences of related portfolio securities sold prior to maturity are
immediately recognised in the income statement.

Financial Assets Measured at Amortised Cost: Financial assets held in order to collect contractual cash
flows where those cash flows represent solely payments of principal and interest are classified as “financial assets
measured at amortised cost.” These financial assets are initially recognised at their acquisition cost (including the
transaction costs), which reflects the fair value of those instruments, and then subsequently recognised at amortised
cost by using the effective interest rate method. Interest income obtained from these financial assets is included in the
income statement.

The Group enters into swap transactions against Turkish Lira in order to hedge for possible losses that might
arise due to changes in the fair value of a portion of the Group’s long-term loans, applying fair value hedge
accounting as per TAS 39. The Bank accounts for the hedged portion of the loan portfolio at fair value, with the
related net gain or loss on swap transactions used as hedging instruments being included in the income statement.
When fair value hedge accounting cannot be effectively continued as stated in TAS 39, the fair value hedge
accounting is ceased. The fair value differences of the hedged loans are amortised through the income statement until
the maturity of the hedged loans.

Strategy for the use of financial instruments

The Bank’s main sources of funds are customer deposits, securities issuances and funds borrowed in the international
markets. Customer deposits bear fixed interest rates and have an average maturity of one to three months. Domestic securities
issuances have an average maturity of six months. International securities issuances typically have long maturities with fixed
interest rates. Funds borrowed in the international markets generally bear floating interest rates and have an average maturity
of three to six months. The Bank manages its liquidity structure so that it is capable of meeting its obligations (when due) by
diversifying its funding sources and keeping enough cash and cash equivalents. The maturity of the Bank’s different sources of
funds and their yields are analysed, to the extent possible, with the then outstanding market conditions with the aim of
obtaining higher returns on long-term placements.

Aside from customer deposits, the Bank funds its long-term fixed interest rate Turkish Lira loan portfolio with long-

term (up to 10 years) floating interest rate foreign currency funds obtained in the international markets. The Bank frequently
converts this foreign currency liquidity into Turkish Lira liquidity with long-term swap transactions (fixed Turkish Lira
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interest rate and floating foreign currency interest rate swaps). As a result, the Bank generates Turkish Lira-denominated
resources for funding long-term loans with fixed interest rates.

The Bank has established limitations on its securities portfolio based upon market risks. Products included in the
Bank’s securities portfolio are subject to position and risk limits. Position limits restrict the maximum nominal position that
the Bank may take on a given product. Risk limits are expressed in terms of value-at-risk (“VaR”) by taking the risk tolerance
as a cap. The maximum VaR amounts are determined for different risk factors, which limits are revised annually.

Information on subsidiaries, associates and entities under common control

The BRSA Financial Statements are prepared in accordance with TAS 27 “Consolidated and Separate Financial
Statements” and the BRSA Communiqué on Preparation of Consolidated Financial Statements of Banks published in the
Official Gazette No. 26340 and dated 8 November 2006.

Subsidiaries. Subsidiaries maintain their accounting records and prepare their financial statements in accordance with
regulations on accounting and reporting standards promulgated by the CMB and in the Turkish Commercial Code (No. 6102)
and the Law on Financial Leasing, Factoring and Financing Companies (No. 6361) published in the Official Gazette on
13 December 2012, as applicable. Certain adjustments and reclassifications are made in the financial statements of the
subsidiaries for purposes of fair presentation in accordance with the prevailing regulations and accounting standards set forth
in Articles 37 and 38 of the Banking Law and other regulations, circulars, communiqués and pronouncements in respect of
accounting and financial reporting issued by the BRSA. Financial subsidiaries are fully consolidated in the BRSA Financial
Statements and intercompany balances and income and expenses resulting from intercompany transactions are eliminated.

Associates and entities under common control. The Bank does not consolidate any of its associates in its financial
statements. Entities under common control are consolidated by the equity method.

Derivative financial instruments and hedge accounting

The Group enters into forward currency purchase/sale agreements and swap transactions to reduce its foreign
currency risk and interest rate risk exposure and manage its foreign currency liquidity risk. The Group also enters into
currency and interest rate options, swaption, credit default swap and futures agreements.

Aside from customer deposits, the Bank funds its long-term fixed interest rate Turkish Lira loan portfolio with long
term (up to 10 years) floating interest rate foreign currency funds obtained in the international markets. As noted above, the
Bank converts the foreign currency liquidity into Turkish Lira liquidity with long term swap transactions, thereby funding its
long-term fixed interest rate loans in Turkish Lira and hedging itself against interest rate risk.

The Group’s derivative instruments held for trading or for hedging purposes are classified, measured and accounted
for in accordance with TFRS9 and TAS 39 (Financial Instruments: Recognition and Measurement), respectively. In
accordance with TFRS 9/TAS 39, derivative instruments are categorised as being “hedging purpose” or “trading purpose”
transactions. All derivatives are initially recognised at cost, including the transaction costs and the liabilities and receivables
arising therefrom are recorded as off-balance sheet items at their contractual values. After their initial recognition, derivative
transactions are accounted for at fair value and are presented in the “assets on trading derivatives,” “liabilities on trading
derivatives,” “assets on hedging purpose derivatives” and “liabilities on hedging purpose derivatives” items of the balance
sheet depending upon the resulting positive or negative amounts of the computed value. These amounts presented on the
balance sheet represent the fair value differences based upon the valuation.

The fair value differences regarding the derivative financial instruments held for the fair value hedge purposes are
accounted for under “gains/(losses) from financial derivative transactions,” except for any foreign currency valuation
differences. These foreign currency valuation differences are accounted for under the “foreign exchange gains/(losses)”
account.

To reduce risks resulting from changes in interest rates on customer deposits, which have an average term of one

month, the Bank implements cash flow risk prevention accounting policies by means of interest rate swaps. The Bank
implements efficiency tests at each balance sheet date for hedging purposes and, as provided by TAS 39, effective swaps are

24



entered into the financial statements under equity “hedging funds,” whereas amounts concerning ineffective swaps are
reflected in the income statement.

The Bank hedges itself against changes in interest rates related to: (a) long-term government bonds with fixed coupon
payments and (b) foreign currency bonds issued by the Bank by using interest rate swaps. The Bank applies fair value hedge
accounting to these swaps and performs hedge effectiveness tests at each balance sheet date.

Fair values of: (a) forward foreign currency purchase and sales contracts and currency and interest swap transactions
are calculated by using internal pricing models based upon market data and (b) option contracts are calculated with option
pricing models. Unrealised gains and losses on such transactions are reflected in the income statement. Futures transactions are
accounted for at settlement prices obtained from counterparties, and the related unrealised gains and losses are reflected in the
income statement. Credit default swap transactions are accounted for at market prices, and the related unrealised gains and
losses are reflected in the income statement.

Interest income and expenses

Interest income and expenses are recognised in the statement of profit or loss for all interest-bearing instruments on
an accrual basis using the effective interest rate method. In accordance with the related regulation, interest accruals of non-
performing loans are not recorded as interest income until collected.

Fees and commission income and expenses

Fee and commission income and expenses are recognised on an accrual basis over the period the service is provided
or using the effective interest rate method, except for certain banking transactions for which income is recognised
immediately. Income generated through agreements or through the sale and purchases of assets on behalf of third parties is
recorded as income when collected.

Dividend income is accrued when the profit distribution of the subsidiaries, associates and any other entity under
common control is approved. Dividend income from subsidiaries is eliminated in the Group’s consolidated BRSA Financial
Statements by an adjustment of the retained earnings.

Other provisions and contingent liabilities

Provisions (other than specific and general provisions for loans and other receivables) and contingent liabilities are
accounted for in accordance with TAS 37 “provisions, contingent liabilities and contingent assets.” Such provisions are
accounted for immediately when obligations arise as a result of past events and a reliable estimate of the obligation is made by
the Group. Whenever the amount of such obligations cannot be measured, such obligations are regarded as “contingent.” If the
possibility of an outflow of resources embodying economic benefits becomes probable and the amount of the obligation can
reliably be measured, then a provision is made.

Such provisions made during a period are recorded under “other operating expenses” and such provisions made in
prior periods but reversed in current periods are accounted for under “other operating income.”

Employee Benefits Obligations

According to the related regulation and collective bargaining agreements, the Bank and consolidated companies
(excluding entities residing outside of Turkey) are obligated to pay termination benefits for employees who retire, die, quit for
their military service obligations, have been dismissed as defined in the related regulation or (for female employees) have
voluntarily quit within one year after the date of their marriage. Within the scope of TAS 19 (“Employee Benefits”), the Bank
allocates seniority pay provisions for employee benefits by estimating the present value of the probable future liabilities. As
the legislations of the countries in which the Bank’s non-Turkish subsidiaries operate do not require retirement pay provisions,
no provision liability has been recognised for such companies. In addition, provision is also allocated for employees’ unused
paid vacation.
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The Bank had an actuarial valuation made for its pension fund as of 31 December 2018. Based upon the resulting
report, a provision for the actuarial and technical deficit was recognised in the BRSA Financial Statements as of and for the
year ended 31 December 2018.

Key Performance Indicators

The Group calculates certain ratios in order to measure its performance and compare it to the performance of its main
competitors. The following table sets out certain key performance indicators for the Group (and, with respect to the net interest
margin, the Bank) for the indicated dates/periods, which indicators are (among others) those used by the Group’s management
to manage its business:

As of (or for the year ended)
December 31

Ratios 2016 2017 2018

Net interest Margin........ccococeveerereresieseiesienens 6.4% 6.3% 6.5%
CoSt-t0-iNCOME rati0.....cceeveeeeeie e 50.0% 47.4% 39.3%
Liquidity coverage ratio.........cccceevvvveerivirininennn, 82.0% 98.3% 114.5%
Tier 2ratio® ..o 12.4% 11.8% 11.2%
Total regulatory capital ratio® ......................... 14.3% 14.5% 14.8%
NPL FALIO ..o 5.8% 5.1% 6.1%
Return on average total assets ...........cccccvvvervenas 1.3% 1.5% 1.6%
Return on average shareholders’ equity............. 12.7% 15.6% 19.0%

(1) The Tier 1 ratio is: (a) the “Tier 1” capital (i.e., the common equity Tier 1 capital plus additional Tier 1 capital minus regulatory adjustments to common
equity) as a percentage of (b) the aggregate of the value at credit risk, value at market risk and value at operational risk. Capital adequacy ratios are
calculated in accordance with BRSA guidelines. See “Capital Adequacy” below.

(2) The total regulatory capital ratio is: (a) the result of “Tier 1" capital plus “Tier 2” capital (i.e., the “supplementary capital,” which comprises general
provisions, subordinated debt) minus items to be deducted from capital (the “deductions from capital,” which comprises items such as unconsolidated
equity interests in financial institutions and assets held for resale but held longer than five years) as a percentage of (b) the aggregate of the value at credit
risk, value at market risk and value at operational risk. Capital adequacy ratios are calculated in accordance with BRSA guidelines. See “Capital
Adequacy” below.
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Results of Operations for 2016, 2017 and 2018

Overview

The following tables present, for the periods indicated, selected consolidated financial and other data of the Bank and
its subsidiaries as of and for the years ended 31 December 2016, 2017 and 2018. Investors should read this selected
consolidated financial information along with BRSA Financial Statements incorporated by reference into this Prospectus.

Income Statement
Interest income .....

Interest expense.....

Data:

Net interest iNnCOMe.........cccovveveiveevieece e
Fees and commissions received............cccccceveenee.
Fees and commissions paid .........c.ccccceverveierennnne

Net fees and commissions income ...................

Net trading income

Other operating iNCOME ........cccovveveeerieneie e,

Dividend income...

Net operating iNnCOmMe..........cccevvvevinnenicsiene,
Other operating EXPenses. ......c.oovevevereerveeervereanenns

Provision for loan |

osses and other receivables.....

Gain/loss on equity method..........cccccoeeevveeiieiinnen,
Profit before taxes........c.ccccoevvvivivviceviiicc,

Tax charge ............
Net profit/(loss)

2016 2017 2018
(TL thousands)

9,034,828 11,404,451 17,184,574
(4,356,208) (5,588,804) (9,306,793)
4,678,620 5,815,647 7,877,781
1,767,919 2,148,614 2,799,449

(323,042) (366,026) (547,312)
1,444,877 1,782,588 2,252,137
(661,533) (1,142,488) (1,222,167)
411,137 140,407 75,007
170 1,454 5,716
5,873,271 6,597,608 8,988,474
(2,938,079) (3,125,770) (3,531,026)
(1,390,423) (1,268,992) (2,231,296)
(11,755) 38,531 44,789
1,533,014 2,241,377 3,270,941
(294,714) (469,026) (697,736)
1,238,300 1,772,351 2,573,205
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As of 31 December

2016 2017 2018
Balance Sheet Data: (TL thousands)
Cash and balances with the Central Bank ............ccccccoovvieinns 13,103,884 15,882,272 18,511,443
Financial assets measured at fair value through profit or loss
(NMBL) et ettt 2,847,693 2,604,110 9,632,785
BaNKS ...ttt et 312,066 1,299,772 1,242,052
Money market placements..........ccovvveiieie s 1,667,618 241,859 509,711
Loans and receivables® ..........ccccocvvieiieieeeee e 62,614,093 82,428,356 100,376,591
Investment securities (NEt)@...........cooeeevieeeiee e 12,932,620 15,518,539 21,377,966
Investment in equity participations (Net)® .........c.c.coevvvvrveenenn. 116,091 145,028 186,645
Tangible assets (NEt).......ccvviveieierieieiseeees e 1,838,308 1,942,793 2,869,000
Intangible assets (NEL).......coveiiiiieieieere e 288,218 338,761 411,200
CUITENT TAX BSSEL.....vevveeiiieiee et 4,737 12,181 77,001
Deferred taX 8SSELS .......ovieireireieee e 66,967 34,894 618,081
Oher @SSEIS™) ......cucviiiireieeecrcte ettt 8,533,539 10,746,100 7,687,759
TOAl @SSELS....eevieieeinieieiee et e 104,325,834 131,194,665 163,500,234
Bank ABPOSIES ......eeuereeieieieeeiie ettt 1,972,985 2,344,879 3,677,585
Deposits from cuStomMers® ............ccccoeveveeeeeeereeee e 51,892,264 65,198,496 83,148,631
Money market DOITOWINGS ......ccveviivieeiiise s 6,619,833 6,999,767 5,333,672
FUNAS DOITOWED.......ceeeeeiieiecee e 11,163,545 18,012,026 20,552,233
Other liabilities and provisions®................ccocevvevevvvireeerecennn, 12,607,960 11,833,984 19,358,629
Securities iSSUEH (NEBL).......ccvrvereieeceeee e 6,331,577 10,398,025 11,850,077
Subordinated 10aNS ..o 3,235,793 3,510,837 4,816,098
Current tax [1abilitieS........ccooeiieiiiie e 198,098 419,559 159,866
Deferred tax liabilities.........c.cooveiiiiiii — 48,751 —
Total HaDIltieS...........v.oervvevecrveeeeeeeee s 94,022,055 118,766,324 148,896,791
Paid-in CaPItal.........oeiieireiriese e 3,150,000 3,350,000 3,350,000
Share Premilum .....cvcveeeiieeece e 714 714 714
Investment securities reserve, net of taX......c.ccceevvevervnivcvnnnnn. (420,153) (229,575) (8,662)
Net gains (losses) on cash flow hedges........c..ccoevrvvviviivevrnnnnnn 45,551 231,847 (99,178)
Other capital FESEIVES .......cccoveiicieiicee e (43,654) (68,312) 0
PrOfit FESEIVES....cviiitiiee et 6,329,182 7,365,587 8,781,070
o 0] 1 (L0151 P 1,236,405 1,771,786 2,572,708
Total equity attributable to equityholders of the parent
SNArENOITET ... 10,298,045 12,422,047 14,596,652
MINOFILY SNArES......eciviiicieci s 5,734 6,294 6,791
Total shareholders’ equity ........ccccocvvveviive e, 10,303,779 12,428,341 14,603,443
Total liabilities and shareholders’ equity .............cco......... 104,325,834 131,194,665 163,500,234
Off-balance sheet commitments and contingencies .......... 55,251,188 73,697,223 91,379,394

(1) For 2018, this represents the total of loans, factoring receivables and lease receivables. For prior periods, factoring receivables and lease receivables

were reported under other assets.

(2) Represents the total of investment securities measured at fair value through other comprehensive income (net) and investment securities measured at

amortised cost (net).

(3) Represents the total of investment in associates (net), investment in subsidiaries (net) and entities under common control (joint ventures) (net).

(4) Represents the total of factoring receivables, lease receivables (net), derivative financial assets hedging purposes, property and equipment held for

sale and other assets for 2016 and 2017. Factoring receivables (net) and lease receivables (net) are reported under loans and receivables in 2018.

(5) Referred to as “other deposits” in the BRSA Financial Statements.

(6) Represents the total of derivative financial liabilities for hedging purposes, derivative financial liabilities for trading, provisions and other liabilities.

The Group’s net profit for 2018 was TL 2,573.2 million, a 45.2% increase compared to TL 1,772.4 million in 2017,
which was a 43.1% increase compared to TL 1,238.3 million in 2016. The increase in 2018 was primarily due to a 35.5%
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increase in net interest income and a 26.3% increase in net fees and commissions income, which was partly offset by a 75.8%
increase in loan loss provisions due to higher NPL formation during the period and greater expected loan loss provisions
booked for stage 2 loans after the implementation of TFRS 9. The results in 2018 benefitted from operating expenses
increasing less than the inflation rate. The increase in 2017 was principally derived from strong growth in net interest income
and net commissions income as a result of higher loan production volumes, while limited growth in operating expenses and a
decrease in provision charges due to lower NPL formation, higher collections and improved portfolio quality decreased
provisions on performing loans.

Return on average total assets for 2018 was 1.6%, compared to 1.5% for 2017 and 1.3% for 2016. Return on average
shareholders’ equity for 2018 was 19.0%, compared to 15.6% for 2017 and 12.7% for 2016.

For 2016, 2017 and 2018, the Group’s net operating income was TL 5,873.3 million, TL 6,597.6 million and
TL 8,988.5 million, respectively, of which net interest income represented 79.7%, 88.1% and 87.6% and net fees and
commissions income represented 24.6%, 27.0% and 25.1%, respectively.

Net Interest Income

The following table shows net interest income details for the indicated periods:

Change Change
2016 2017 2017 vs. 2016 2018 2018 vs. 2017
Interest income (TL thousands) (%) (TL thousands) (%)

Total interest 0N 10aNS........ccovvvvvrivninnnrisnins 7,722,630 9,312,291 20.6% 13,405,224 44.0%
Interest on 10aANS ........ccoceevveeieeicicee e 7,718,688 9,310,446 20.6% 13,404,580 44.0%
Interest on financial assets measured at

fair value through profit and loss................ 3,942 1,845 (53.2)% 644 (65.1)%
Interest received from banks............cccocovverinnn 64,359 315,158 389.7% 201,643 (36.0)%
Interest received from money market

PlACEMENTS......oceeiciceeereeeree e 75,509 55,716 (26.2)% 38,928 (30.1)%
Interest received from marketable securities

POIEFOLIO .. e 843,682 1,241,311 47.1% 2,551,730 105.6%

Finance lease income......... 217,169 312,474 43.9% 493,419 57.9%

Other interest income® 111,479 167,501 50.3% 493,630 194.7%
INterest INCOME......ccoovv e 9,034,828 11,404,451 26.2% 17,184,574 50.7%

Interest expense

Interest On dePOSILS......coveecereerrereieirrieeisesienas 3,284,048 4,064,811 23.8% 6,472,132 59.2%

Interest on funds borrowed .................. 423,734 771,896 82.2% 1,339,723 73.6%

Interest on money market borrowings. 293,348 186,345 (36.5)% 430,607 131.1%

Interest on securities issued ...... 341,639 544,570 59.4% 1,047,798 92.4%

Other interest expense............... 13,439 21,182 57.6% 16,533 (21.9)%

INtEreSt EXPENSE......cvvviiiiiee st 4,356,208 5,588,804 28.3% 9,306,793 66.5%
Net interest iNCOME.........cccoovviveiininniiicnis 4,678,620 5,815,647 24.3% 7,877,781 35.5%

(1) Includes “reserve deposits.”

The Group’s net interest income for 2018 amounted to TL 7,877.8 million, an increase of 35.5% compared to
TL 5,815.6 million for 2017, which was an increase of 24.3% compared to TL 4,678.6 million for 2016. In 2018, the Group’s
interest income increased by 50.7% while interest expense increased by 66.5% compared to 2017. A higher interest expense in
2018 compared to the prior year was mostly due to the higher volume of Turkish Lira deposits and a higher level of interest
rates paid thereon, which have been on an increasing trend since April 2018 as a result of increasing competition for funding
sources and several rate increases and other tightening actions taken by the Central Bank.

Specifically, on 23 May 2018, following the Turkish Lira reaching its then-lowest level against the U.S. dollar
(exceeding TL 4.85 against the U.S. dollar), an emergency meeting of the Central Bank’s Monetary Policy Committee
increased the late liquidity window lending rate by 300 basis points to 16.5% while keeping constant its one-week repo rate at
8.00%, the upper bound of its interest rate corridor at 9.25% and its overnight borrowing rate at 7.25%. On 28 May 2018, the
Central Bank announced its decision to simplify its monetary policy, with the one-week repo rate to be the policy rate and the
overnight borrowing and lending rates to be determined at 150 basis points below and above the one-week repo rate as of
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1 June 2018. On 7 June 2018, the Monetary Policy Committee increased the one-week repo rate (policy rate) by 125 basis
points to 17.75% and, as of 8 June 2018, the overnight borrowing rate, the overnight lending rate and the late liquidity window
lending rate increased to 16.25%, 19.25% and 20.75%, respectively. Following the significant decline in the value of the
Turkish Lira in the second half of 2018, which fell to a record low (exceeding TL 7.2 per U.S. Dollar in the week ended on
12 August 2018), the Central Bank (on 13 September 2018) increased its benchmark lending rate by 6.25%, which increased
the one week repo rate from 17.75% to 24.00%. On 25 October 2018, the Monetary Policy Committee decided to keep the
policy rate constant at 24.00%.

The percentage increase in interest expense in 2018 was greater than the percentage increase in interest income due
largely to the trend of higher interest rates, which repriced for deposits more quickly than for loans and securities. In 2018, the
increase in interest income was attributable primarily to an increase in average balances and partially to higher average interest
rates on interest-earning assets, whereas the increase in interest expense was attributable primarily to both an increase in
average deposit balances and average deposit rates. See “Selected Statistical and Other Information — Net Changes in Interest
Income and Expense — Volume and Rate Analysis” for further information about the increase/decrease in interest
income/expense.

In 2017, the Group’s increase in interest income and interest expense resulted primarily from an increase in average
loan balances and average interest rates on deposits, respectively.

The Group’s net interest income as a percentage of average interest-earning assets was 6.4% for 2016, 6.3% for 2017
and 6.5% for 2018.

Interest Income

The Group’s interest income increased by 50.7% to TL 17,184.6 million in 2018 from TL 11,404.5 million in 2017,
which increase was principally due to an increase in interest on loans. Total interest on loans increased by 44.0% to
TL 13,405.2 million in 2018 compared to TL 9,312.3 million in 2017, which increase was largely attributable to an increase in
the volume of loans and receivables outstanding and to an increase in interest rates as well. The growth in loan volume during
2018 was principally derived from the retail segment, especially general purpose loans and credit card loans, as (excluding the
impact of changes in exchange rates) there was little growth in the volume of business loans.

The Group’s interest income in 2017 increased by 26.2% from TL 9,034.8 million in 2016. This increase was mainly
attributable to a 20.6% increase in interest income earned on loans (excluding factoring and leasing), supported by a 23.1%
increase in average performing loans and receivables compared to 2016 and higher TL interest rates as a result of increasing
yields in the market. The increase in average performing loans and receivables was due to the continued growth in the Group’s
lending portfolio, particularly to SME and corporate and commercial customers due to the Credit Guarantee Fund programme,
although such SME and corporate and commercial loan products generally have lower yields compared to retail loan products.

Interest earned on the marketable securities portfolio also grew in 2017 and 2018, increasing by 105.6% in 2018
compared to 2017 and 47.1% in 2017 compared to 2016. The increase in interest earned from the marketable securities
portfolio was principally due to increases in interest earned on CPI-linked securities as a result of higher inflation in 2017 and
2018 and purchases of Turkish Lira-denominated floating rate government bonds and foreign currency-denominated
government eurobonds. While the Group holds CPI-linked bonds, inflation in 2016 had limited effect in the revenues;
however, starting in October 2016, inflation increased due to the depreciation of the Turkish Lira, leading to higher inflation in
2017 and 2018.
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The table below sets forth the percentage of interest income and portfolio yield from loans for each of the Group’s
business and retail banking segments for each of the indicated years:

2016 2017 2018
Interest income
Business (including SME)................... 54.5% 60.1% 61.2%
Retail ..o 45.5% 39.9% 38.8%
Portfolio yield
Business (including SME)................... 11.9% 11.8% 13.0%
Retail ......cooovii 15.3% 15.1% 16.7%

Interest Expense

The Group’s interest expense increased by 66.5% to TL 9,306.8 million in 2018 from TL 5,588.8 million in 2017.
This increase was primarily due to the higher volume of Turkish Lira deposits and the increase in the interest rates paid
thereon and on other Turkish Lira funding instruments, which has been on an increasing trend since April 2018 as a result of
increasing competition for funding sources and several rate increases and other tightening actions taken by the Central Bank.
The interest expense on deposits increased by 59.2% in 2018 compared to 2017 as a result of higher volumes of Turkish Lira
deposits and higher levels of related interest rates, whereas interest on funds borrowed increased by 73.6%, which was due to
increases in market interest rates and the volume of funds borrowed.

The Group’s interest expense in 2017 increased by 28.3% from TL 4,356.2 million in 2016. This increase was
primarily due to a 23.8% increase in interest expense on customer deposits in 2017 compared to 2016, which in turn was
largely due to a 22.3% increase in average deposits. The increase in average deposit balances was primarily due to the Group’s
continuing effort to increase its deposit base, particularly in relation to demand deposits, which increased by 36.0% in 2017
compared to 2016, and time deposits, which increased by 23.2% over the same period. Total deposits increased by 25.4% in
2017 from year-end 2016.

The table below sets forth the Group’s cost of funding by source of funding for the indicated years:

2016 2017 2018

Cost of funding

Turkish Lira deposits........cccccveveiveerveciesinenn. 11.0% 12.1% 16.7%
Foreign currency deposits..........ccceveveverennn 2.1% 2.5% 3.3%
Total depositsS........ccvveevieieiiese e 7.7% 8.0% 10.0%
Other borrowed funds (Turkish Lira) ............ 8.4% 11.7% 17.1%
Other borrowed funds (foreign currency)...... 3.3% 3.7% 4.2%
Other borrowed funds (total) ...........ccccvevenene 4.2% 4.3% 5.5%
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Net Fee and Commission Income

The table below sets forth the components of the Group’s net fee and commission income for each of the indicated

years.
Change Change
2017 vs. 2018 vs.
2016 2017 2016 2018 2017
(TL thousands) (%) (TL thousands) (%)
Fees and commissions received
NoON-cash 10ans .........cccceevieereneieninenn 69,602 84,629 21.6% 114,751 35.6%
Other ... 1,698,317 2,063,985 21.5% 2,684,698 30.1%
TOtal oo 1,767,919 2,148,614 21.5% 2,799,449 30.3%
Fees and commissions paid
Non-cash Loans..........ccoevvvvvnnnvnnnennnn 1,702 1,481 (13.0)% 1,602 8.2%
Other ..o 321,340 364,545 13.4% 545,710 49.7%
Total .o 323,042 366,026 13.3% 547,312 49.5%
Net fees and commissions income... 1,444,877 1,782,588 23.4% 2,252,136 26.3%

Net fees and commissions income for 2018 amounted to TL 2,252.1 million, an increase of 26.3% compared to
TL 1,782.6 million in 2017, itself an increase of 23.4% compared to TL 1,444.9 million in 2016. These increases were
primarily due to an increase in payment services commissions (card and POS commissions), loan-related fees and banking
services commissions. The share of other banking services commissions in total commissions increased to 11.0% in 2018 from
6.4% in 2017 mainly due to contribution of “all-in fees,” a new product in which the Bank receives from a customer an up-
front fee for all banking services provided to that customer during a one-year period.

The table below sets forth a breakdown by source of net fees and commissions for the indicated years:

2016 2017 2018
Card/POS COMMISSIONS ......ccveveeieeierieienieree e 58.0% 52.1% 56.5%
L0an COMMISSIONS ....ccevvivieeiiiiesieeiiesee e siie s 22.3% 24.3% 19.0%
Deposit account maintenance fees..........cccoevvvvnee. 4.6% 4.5% 3.7%
INSUrance COMMISSIONS .......cvcveveverierieeeieereeereens 10.1% 12.7% 9.9%
Other banking services COmmissions...................... 5.0% 6.4% 11.0%

Net Trading Income/(Loss)

The table below sets forth a breakdown of the Group’s net trading income/(loss) (net) for each of the indicated years:

Change Change
2016 2017 2017 vs. 2016 2018 2018 vs. 2017
(TL thousands) (%) (TL thousands) (%)

Securities trading gains / (losses) ......... 17,121 9,307 (45.6)% 17,224 85.1%
Gains / (losses) from financial

derivatives transactions..................... (713,295) (1,178,370) 65.2% 702,547 (159.6)%

Foreign exchange gains / (losses)......... 34,641 26,575 (23.3)% (1,941,938) (7,407.4)%

Net trading income / (10ss).............. (661,533) (1,142,488) 72.7% (1,222,167) 6.97%

The net trading income/(loss) line includes net interest income/(expense) from swaps, which covers the large majority
of the movement through periods. The net interest income from swaps, consisting of TL 2,017.5 million of losses in 2018,
TL 1,375.1 million of losses in 2017 and TL 718.0 million of losses in 2016, represented the majority of this amount and
should be analysed together with net interest income. The increase in swap expenses in 2018 from 2017 was largely due to an
increase in the Group’s swap volume, which increased due to the higher level of foreign currency wholesale borrowings
converted into Turkish Lira-denominated funding in order to fund the growth in Turkish Lira-denominated loan volume. In
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addition, the increase in Turkish Lira interest rates increased swap costs as swap typically require the Group to make payments
in Turkish Lira and receive foreign currency. The increase in swap expenses in 2017 from 2016 was largely due to an increase
in the volume of transaction due to the Group’s increase in foreign currency-denominated funding and the differential in
Turkish Lira/foreign currency (mainly U.S. dollars and euro) interest rates.

When excluding the net interest income from swaps, net trading income / (loss) was TL 795.3 million in 2018,
TL 232.6 million in 2017 and TL 56.5 million in 2016. Net trading gains remain not very significant for the Group since its
proprietary trading activity is limited, with net gains essentially all resulting from customer business; however, the trading
results in 2017 and 2018 benefited from interest rate and exchange rate volatility.

Other Operating Income

The table below sets forth other operating income of the Group for each of the indicated years:

Change Change
2016 2017 2017 vs. 2016 2018 2018 vs. 2017
(TL thousands) (%) (TL thousands) (%)
Other operating income .........cc.ccocvvu.. 411,137 140,407 (65.8)% 75,007 (46.6)%

In 2017, other operating income decreased by 65.8% from 2016, reflecting the impact on 2016’s income from the sale
of the Visa Europe Ltd. shares and lower gains of TL 69 million from NPL sales in 2017. In 2018, other operating income
decreased by 46.6%, reflecting the impact of gains on NPL sales in 2017 while there were no such sales in 2018.

Other Operating Expenses

The table below sets forth the components of the Group’s other operating expenses for each of the indicated years:

Change Change
2016 2017 2017 vs. 2016 2018 2018 vs. 2017
(TL thousands) (%) (TL thousands) (%)
PErsONNEl COSES .....uevrvrerereireeeisc e 1,218,027 1,340,693 10.1% 1,502,533 12.1%
Reserve for employee termination benefits........... 16,880 4,695 (72.2)% 18,693 298.1%
Impairment losses of tangible assets ...........c..c...... — — — 402 100.0%
Depreciation charge of tangible assets ................. 140,670 141,206 0.4% 136,498 (3.3)%
Amortisation charge of intangible assets .............. 108,526 114,509 5.5% 121,436 6.0%
Depreciation on assets to be disposed .................. 6,164 — (100.0)% — —
Other operating expenses (general and
adminﬂstrativge exppenses)(g. ................................... 968,028 1,105,799 14.2% 1,210,634 9.5%
Operational lease related expenses................... 224,233 221,551 (1.2)% 237,759 7.3%
Repair and maintenance eXpenses ..................... 127,133 150,123 18.1% 186,095 24.0%
AdVErtisement eXPENSES ...........evevverrrrverenrvereesenns 81,290 94,197 15.9% 94,868 0.7%
Other expenses®.........cc.vveveevveeienreerieseeeisseeeian, 535,372 639,928 19.5% 691,912 8.1%
Losses 0n sales Of aSSELS.........c..cuvecurieeereirsieenians 2,726 376 (86.2)% 138 (63.3)%
OEI® .o 477,058 418,492 (12.3)% 540,692 29.2%
Other operating eXPenSES..........cccvruvvevererinns 2,938,079 3,125,770 6.4% 3,531,026 13.0%

(1) Includes credit card and banking services promotion expenses, communication expenses and other operating expenses.
(2) Includes taxes and duties, audit and consultancy expenses and saving deposits insurance fund premium expenses paid to regulatory authorities.

Other operating expenses in 2016 were significantly impacted by commission refunds to retail clients (which are
included under “other” in the table above) amounting to TL 93.9 million (including related court expenses) (see “Risk Factors
— Risks Related to the Group’s Business - Pressure on Profitability” in the Base Prospectus for further details). In 2017, other
operating expenses amounted to TL 3,125.8 million, an increase of 6.4% compared to TL 2,938.1 million in 2016.
Commission refunds decreased to TL 28.1 million in 2017. When excluding commission refunds, operating expenses
increased by 8.9% in 2017 from 2016, which was essentially below inflation due to cost containment measures. In 2018, other
operating expenses amounted to TL 3,531.0 million, an increase of 13.0% compared to 2017, including a 12.1% increase in
personnel costs. The remaining categories of other operating expenses also increased, mainly due to increases in the following
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expense items: rent, repair and maintenance, promotion, tax and duties, audit and consultancy expenses, and provisions for
legal proceedings.

Provision for Loan Losses and Other Receivables

The table below sets forth the Group’s provision for loan losses and other receivables for each of the indicated years:

Change Change
2016 2017 2017 vs. 2016 2018 2018 vs. 2017
(TL thousands) (TL thousands)

Specific provisions for loans and other
receivables (Stage 3) .....coovvveeeeeeereerssee e 1,452,743 1,094,464 (24.1)% 1,430,601 30.7%
General provisions (stages 1 and 2).........c.cccevevnne 98,009 108,870 11.1% 728,205 568.9%
Provisions for free reserves on possible losses..... (100,000) — (100.0)% — —
Provisions for closely monitored loan losses........ (66,340) 68,549 (203.3)% — (100.0)%
Impairment 10Sses on SECUNties .........coocvevreeinee, — — — 8,369 100.0%

Financial assets measured at fair value

through profit or 10SS.......ccccovvnnninnniice, — — — — —

Financial assets measured at fair value

through other comprehensive income................... — — — 8,369 100.0%
(@] 11 TP 6,011 (2,891) (148.1)% 64,121 (2,318.0)%

Provision for loan losses and other

receivables.........ooei 1,390,423 1,268,992 (8.7)% 2,231,296 75.8%

The increase in 2018 was primarily driven by the Group’s transition to a new impairment standard (i.e., TFRS 9).
Starting from 1 January 2018, the Bank adopted TFRS 9 principles and, as per the requirements of TFRS 9, the expected credit
losses are measured as an allowance equal to either 12-month ECLs, assets for stage 1 assets or lifetime ECL assets for stage 2
or stage 3 (credit-impaired) assets; however, prior to 1 January 2018, the Bank calculated and allocated general and specific
provisions in accordance with the minimum provision rates required by the BRSA Accounting and Reporting Principles.
TFRS 9 standards require more allowances for stage 2 loans due to lifetime ECL calculations, while they require less
allowances for stage 3 (credit-impaired) loans since the Bank started to consider collaterals and expected cash flows in ECL
calculations as per TFRS 9. Therefore, in 2018, general provisions increased mainly due to the implementation of TFRS 9
models and partially due to the Group’s decision to set aside additional provisions in anticipation of a possible increase in
NPLs during the upcoming periods. The level of specific provisions also increased due to higher net NPL additions in 2018
compared to 2017.

For 2019, the Bank’s management anticipates a similar level of NPL additions and provision expenses as were seen
in 2018; however, considering the current economic environment and uncertainties, NPL additions and restructurings of
problematic loans might increase in 2019, which might lead to materially higher NPL additions and provision expenses.

The decrease in 2017 was principally a result of improving asset quality due to loan growth, particularly in lower risk
segments (e.g., SME, commercial and corporate), including as a result of the Credit Guarantee Fund programme.
Consequently, specific provisions decreased by 24.7% in 2017 from 2016, which was partly offset by increasing general
provisions and provisions for closely monitored loan losses. The overall provision charge in 2017 grew at a rate lower than the
average loan growth due to the lower NPL inflow and higher collections. Specific provision coverage decreased from 84% at
the end of 2016 to 82% at the end of 2017.

The Group monitors market conditions and selectively sells NPLs when doing so is viewed as maximising recovery
rates and returns. The Group sold NPL portfolios amounting to TL 745.7 million in 2017 and TL 1,195 million in 2016 (there
were no such sales in 2018). The Group’s NPL ratio was 6.1% as of 31 December 2018, as compared to 5.1% as of
31 December 2017 and 5.8% as of 31 December 2016.

Tax Charge

The Group’s tax charge in 2016, 2017 and 2018 was TL 294.7 million, TL 469.0 million and TL 697.7 million,
respectively. The Group’s effective tax rate in 2016, 2017 and 2018 was 19.2%, 20.9% and 21.3%, respectively, which were
close to the statutory 20% tax rate in 2016 and 2017 and 22% in 2018. In 2016, the effective tax rate benefited from a partially
tax exempt gain from the sale of Visa Europe Ltd. shares to Visa Inc.
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The standard tax rate of 20% was increased to 22% for 2018, 2019 and 2020. In case of deferred tax for an item that
is expected to be realised later than 2020, the tax rate is to be considered to be 20%. As a result, the effective tax rate is
expected to be between 20% and 22% during 2019 and 2020.

Segmental Information

The tables below present the Group’s profit before tax by operating segment for the indicated years:

Net iNterest iNCOME ........cevevieeeereeereeeeee e
Net fees and commissions INCOME........c.ccccevevervivenene,
Other operating income and net trading income.......
Dividend INCOME........cceeeerieeeieeereeeeee et
Operating income® .........
Other operating expenses
Provision for loan losses and other receivables.
Gain/loss on equity method...........c.cococrrncrnnncncnnn
Profit before taxes® ....
Tax Charge®@.. ... e

Net profit/ (10SS) ...cccoeveeeeeiicrcececeee e

Net interest iNCOME.........cccceveveevieieccce e
Net fees and commissions INCOME..........ccceveveevevenene,
Other operating income and net trading income.......
Dividend INCOME........ccceeiviiiere v
Operating income® .........
Other operating expenses
Provision for loan losses and other receivables.
Gain/loss on equity method
Profit before taxes® ........
Tax Charge®........couucueererieeee e

Net profit/ (10SS) .....cooverererrrieieinireneeseeeeesiseeea

2016

Corporate and

Commercial Treasury and Total Operations
Retail Banking Banking® Head Office of the Group
(TL thousands)

1,636,457 1,697,404 1,344,759 4,678,620
950,210 448,156 46,511 1,444,877
177,031 60,179 (487,606) (250,396)

— — 170 170
2,763,698 2,205,739 903,834 5,873,271
(1,585,963) (1,033,439) (318,677) (2,938,079)
(656,335) (893,291) 159,203 (1,390,423)
— — (11,755) (11,755)
521,400 279,009 732,605 1,533,014
— — — (294,714)
— — — 1,238,300

2017

Corporate and

Commercial Treasury and Total Operations

Retail Banking Banking® Head Office of the Group

(TL thousands)

1,834,670 1,937,668 2,043,309 5,815,647
1,137,582 619,957 25,049 1,782,588
88,035 131,618 (1,221,734) (1,002,081)
— — 1,454 1,454
3,060,287 2,689,243 848,078 6,597,608
(1,625,224) (1,195,497) (305,049) (3,125,770)
(551,721) (679,289) (37,982) (1,268,992)
— — 38,531 38,531
883,342 814,457 543,578 2,241,377
(469,026)
1,772,351
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2018

Corporate and

Commercial Treasury and Total Operations
Retail Banking Banking® Head Office of the Group
(TL thousands)

Net interest iINCOME.........covv v 2,078,539 2,901,813 2,897,429 7,877,781
Net fees and commissions iNCOME...........ccccveeurrenee. 1,570,507 647,526 34,104 2,252,137
Other operating income and net trading income....... 46,021 176,264 (1,369,445) (1,147,160)
Personnel expenses®...........ccceeviisivecieseneisenenns (325,944) (501,701) (693,581) (1,521,226)
DiVIdeNd INCOME.....eveeveeeseeeee e eese st eeeeeeeen — — 5,716 5,716
Operating income® ... 3,369,123 3,223,902 874,223 7,467,248
Other operating expenses (1,497,974) (870,800) 358,974 (2,009,800)
Provision for loan losses and other receivables........ (574,009) (1,496,184) (161,103) (2,231,296)
Gain/(loss) on equity Method.........cc.cco.eveererernrnnnnnn, — — 44,789 44,789
Profit before taxes® 1,297,140 856,918 1,116,883 3,270,941
TaX ChAIGE®........ovveeeeeeee e (697,736)
Net Profit/ (I0SS) ..ooooocoivvveereeerssessesesseessssssssooe 2,573,205

(1) Operating income stated in the segmental information corresponds to the Net Operating Income in the financial statements incorporated by reference
herein.

(2) Profit before taxes stated in the segmental information corresponds to the Net Operating Income / (Loss) in the financial statements incorporated by
reference herein.

(3) Tax charge stated in the segmental information corresponds to the Tax Charge for Continued Operations in the financial statements incorporated by
reference herein.

(4) The Corporate and Commercial Banking also includes SME banking.

(5) Starting from 1 January 2018, due to a change in the BRSA Accounting and Reporting Principles, personnel expenses are reported under operating
income instead of “other operating expenses” as in previous periods.

Segment Analysis

The Group has identified operating segments in a manner consistent with the internal reporting provided to the Board
of Directors and manages its business through three main business segments: (a) retail banking, (b) corporate and commercial
banking and (c) treasury and head office. The main function of the Treasury Segment is managing the liquidity of the Bank
and interest and foreign currency risks resulting from market conditions. This segment works closely with the corporate,
commercial, retail and private banking units in order to increase the number of customers and the volume of transactions in the
Bank’s treasury products.

The increase in profit before taxes in the Group’s retail banking segment for 2018 was due primarily to higher net
interest income on higher volumes, higher net fees and commissions income and lower expenses. In 2018, other operating
income decreased by 46.6%, reflecting the impact of gains on NPL sales in 2017 while there were no such sales in 2018. The
increase in profit before taxes in the Group’s retail banking segment for 2017 was due primarily to higher net interest income
on higher volumes, higher net fees and commissions income and lower expenses benefiting from lower commission refunds to
retail clients. Decreases in other operating income in 2017 from 2016 was principally due to lower gains from NPL sales.

Profit before taxes of the corporate and commercial banking segment increased for 2018 compared to 2017, primarily
as a result of higher net interest income exceeding higher provision expenses. The increase in profit before taxes in the
Group’s corporate and commercial banking segment for 2017 was due largely to higher net interest income on higher volumes,
higher net fees and commissions income and lower provision expenses.

With respect to the treasury and head office segment, profit before taxes also increased in 2018 compared to 2017
primarily due to a higher net interest income and lower expenses. Profit before taxes decreased in 2017 compared to 2016
because of more highly subsidising (by way of transfer pricing that favours the business lines in order to support their growth)
the business lines compared to 2016 and having a higher base in 2016 due to the reversal of provisions, partly offset by higher
interest income (especially form CPI-linked securities).
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Financial Condition as of 31 December 2016, 2017 and 2018
Total Assets

As of 31 December 2016, 2017 and 2018, the Group’s total assets were TL 104,325.8 million, TL 131,194.7 million
and TL 163,500.2 million, respectively.

The main driver behind the Group’s increase of total assets was the growth of performing loans, which increased by
24.3% to TL 101,470.2 million as of 31 December 2018 from TL 81,635.3 million as of 31 December 2017, itself a 31.6%
increase from TL 62,014.7 million as of 31 December 2016. As of 31 December 2018, 68% of the Group’s loans were to SME
and corporate customers, compared to 68% and 64% as of 31 December 2017 and 2016, respectively.

Total loans and receivables increased by 21.8% to TL 100,376.6 million as of 31 December 2018 from TL 82,438.9
million as of 31 December 2017; however, the 31 December 2018 figure includes factoring receivables, leasing receivables
and expected credit losses due to the transition to TFRS 9 as of 1 January 2018 and, if such items were excluded, the total loan
increase would have been 15.7%. The total as of 31 December 2017 was an increase of 31.6% from TL 62,637.1 million as of
31 December 2016. The Group’s business banking business remained stable during 2018, with its loan portfolio reflecting an
increasing share of business banking loans, including due to loans guaranteed by the Credit Guarantee Fund and the increased
Turkish Lira equivalence of foreign currency-denominated business loans that benefited from the significant depreciation of
the Turkish Lira (especially in August 2018). As of 31 December 2018, the portfolio of performing loans was distributed as
follows: (a) 34.1% to corporate and commercial loans, 33.5% to SME loans, 11.7% to credit card loans and 20.6% to
consumer loans and (b) 67.1% of the volume of the loan portfolio was denominated in Turkish Lira and the remainder was
denominated in foreign currencies. For an analysis of the loans and receivables to customers type of loan and the borrower’s
principal economic activity, see “Selected Statistical and Other Information — Assets — Loans and Receivables to Customers
and Finance Lease Receivables.”

Total Liabilities

As of 31 December 2016, 2017 and 2018, the Group’s total liabilities were TL 94,022.1 million, TL 118,766.3
million and TL 148,896.8 million, respectively.

The main drivers behind the Group’s increase in total liabilities between 31 December 2016 and 31 December 2018
were increases in deposits from customers, funds borrowed and securities issued (net). Deposits from customers amounted to
TL 83,148.6 million as of 31 December 2018, an increase of 27.5% from TL 65,198.5 million as of 31 December 2017, itself
an increase of 25.6% from TL 51,892.3 as of 31 December 2016. Deposits from customers increased significantly during this
period as a result of the continuing growth of the Bank’s business. In 2018, the increase in Turkish Lira customer deposits
reflected an increase in market share and a customer shift from foreign exchange deposits, whereas foreign exchange deposits
declined due to this customer shift to Turkish Lira deposits; however, both Turkish Lira and foreign currency demand deposits
increased in 2018 as a result of the Bank’s gaining market share.

Funds borrowed and securities issued (net) totaled TL 32,402.3 million as of 31 December 2018, an increase of
14.1% compared to TL 28,410.1 million as of 31 December 2017, itself an increase of 62.4% from TL 17,495.1 million as of
31 December 2016. The increase in funds borrowed and securities issued (net) between 31 December 2016 and 31 December
2018 was principally a result of increased funding to support the continuing growth of the Bank’s business and depreciation of
the Turkish Lira. As of 31 December 2018, 84% of funds borrowed and securities issued (net) were foreign currency-
denominated transactions.

Total Shareholders’ Equity

As of 31 December 2016, 2017 and 2018, total shareholders’ equity of the Group was TL 10,303.8 million,
TL 12,428.3 million and TL 14,603.4 million, respectively.

The changes in the total shareholders’ equity were due primarily to the addition of net profit into equity and changes

in the unrealised gain on available-for-sale investments. In each of 2016 and 2017, the paid-in capital of the Bank increased as
a result of capitalising internal reserves. In 2018, the Bank distributed a cash dividend of TL 100 million to its shareholders.
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On 21 February 2019, the Board of Directors resolved to submit a proposal for the allocation of 2018 net profits for the
approval of the General Assembly at the ordinary general assembly meeting scheduled to be held on 28 March 2019. From the
Bank’s net profit of TL 2,409,826,453.75 calculated based upon the Bank’s BRSA Financial Statements as of and for the year
ended 31 December 2018: (a) TL 2,324,696,918.38 is proposed to be added to the Bank’s general reserve and (b)
TL 85,129,535.37 is proposed to be added to the Bank’s general statutory reserve (as a result, no dividends are being
proposed).

Off-Balance Sheet Arrangements

In the normal course of business, the Group enters into various contractual commitments on behalf of its customers
and is a party to financial instruments with off-balance sheet risk to meet the financing needs of its customers. These
contractual commitments consist of commitments to extend credit, commercial letters of credit and standby letters of credit
and guarantees. Commitments to extend credit are agreements to lend to a customer as long as there is no violation of the
conditions established in the contract. Commercial letters of credit ensure payment by a bank to a third party for a customer’s
foreign or domestic trade transactions, generally to finance a commercial contract for the shipment of goods. Standby letters of
credit and financial guarantees are conditional commitments issued by the Group to guarantee the performance of a customer
to a third party. All of these arrangements are related to the normal lending activities of the Group.

The Group’s exposure to credit loss in the events of non-performance by the other party to the financial instrument
for commitments to extend credit and commercial and standby letters of credit is represented by the contractual notional
amount of those instruments.

The following tables summarise the Group’s off-balance sheet financial instruments, which represent credit risk, as of
each of the indicated dates:

As of 31 December

2016 (%) 2017 (%) 2018 (%)
(TL thousands, except percentages)

Letters of guarantee........... 10,806,715 82.0% 14,518,866 75.2% 17,485,186 73.8%
Bank loans...........ccceeveeneee. 1,255,477 9.5% 3,012,892 15.6% 4,476,254 18.9%
Letters of credit................. 1,121,818 8.5% 1,783,291 9.2% 1,727,806 7.3%
Other guarantees................ — — — — — —

Total non-cash loans.... 13,184,010 _ 100.0% 19,315,049 _ 100.0% 23,689,246 100.0%
Other commitments........... 24,434,728 34,430,217 45,297,890
Credit card limitS............... 16,415,910 17,161,713 22,392,258

Total commitments...... 54,034,648 70,906,979 91,379,394

Capital Adequacy

Each of the Bank and the Group is required to comply with capital adequacy guidelines promulgated by the BRSA,
which are based upon the standards established by the Bank of International Settlements. These guidelines require banks to
maintain adequate levels of regulatory capital against risk-bearing assets and off-balance sheet exposures. In accordance with
these guidelines, each of the Bank and the Group must maintain a total capital ratio in excess of 8% calculated in accordance
with BRSA regulations. In addition, as a prudential requirement, the BRSA requires a target capital adequacy ratio that is 4%
higher than the legal capital ratio (see “Turkish Regulatory Environment — Capital Adequacy” in the Base Prospectus for
further details).

In order to implement the rules of the report entitled “A Global Regulatory Framework for More Resilient Banks and
Banking Systems” published by the Basel Committee on Banking Supervision (the “Basel Committee”) in December 2010 and
revised in June 2011 (i.e., Basel Ill) into Turkish law, the Regulation on Equities of Banks (the “Equity Regulation™) and
amendments to the Regulation on the Measurement and Evaluation of the Capital Adequacy of Banks (the “2012 Capital
Adequacy Regulation”) each entered into force on 1 January 2014. Subsequently, the BRSA replaced the 2012 Capital
Adequacy Regulation with a new “Regulation on the Measurement and Evaluation of the Capital Adequacy of Banks” (the
“2015 Capital Adequacy Regulation™), which entered into force on 31 March 2016. The Equity Regulation defines capital of a
bank as the sum of: (a) principal capital (i.e., Tier 1 capital), which is composed of core capital (i.e., Common Equity Tier 1
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capital) and additional principal capital (i.e., additional Tier 1 capital), and (b) supplementary capital (i.e., Tier 2 capital)
minus capital deductions. Pursuant to the 2015 Capital Adequacy Regulation: (i) both the unconsolidated and consolidated
minimum Common Equity Tier 1 capital adequacy ratio are 4.5% and (ii) both unconsolidated and consolidated minimum
Tier 1 capital adequacy ratio are 6.0%.

In calculating its capital adequacy ratios, the 2015 Capital Adequacy Regulation allows the Bank to use ratings of
eligible external credit assessment institutions (namely Fitch, S&P, Moody’s, Japan Credit Rating Agency, Ltd., DBRS
Ratings Ltd. and, as of 12 January 2017, International Islamic Rating Agency) while calculating the risk-weighted assets for
capital adequacy purposes. On 27 January 2017, Fitch (whose ratings the Bank has been using to calculate its risk-weighted
assets) downgraded Turkey’s sovereign credit rating to “BB+” (with a stable outlook) from “BBB-" (with a negative outlook).
According to guidance published by the BRSA on 24 February 2017, foreign exchange-required reserves held with the Central
Bank are subject to a 0% risk weight, which amendment offset the negative impact on capital adequacy that otherwise would
have resulted from the Fitch downgrade. The capital adequacy ratio of the Group increased from 14.5% as of 31 December
2017 to 14.8% as of 31 December 2018, which increase reflected internal capital generation as well as the conversion of
US$325 million of Basel Il1-compliant subordinated loans into a Basel I1l-compliant format, which was partially offset by the
negative impact of the increase in risk-weighted assets resulting from the significant depreciation of the Turkish Lira. If the
remaining US$325 million of Basel I1-compliant subordinated loans are so converted, which is being discussed with the
investor, then this would result in an increase of 1.2% in the Group’s capital adequacy ratio; however, there is no commitment
for such a conversion, which thus might not occur.

The Group maintains regulatory capital adequacy ratios on both a Bank-only and consolidated basis in excess of the
regulatory minimums required and recommended levels. The Group’s total capital adequacy ratio (calculated pursuant to the
BRSA Financial Statements) was 14.8% as of 31 December 2018 compared to 14.5% as of 31 December 2017 and 14.3% as
of 31 December 2016. The Group’s Tier 1 capital adequacy ratio (calculated pursuant to the BRSA Financial Statements) was
11.2% as of 31 December 2018, 11.8% as of 31 December 2017 and 12.4% as of 31 December 2016.

The following table sets forth the calculation of the Group’s capital adequacy ratios as of each of the indicated dates:

As of 31 December

2016 2017 2018
(TL thousands, except percentages)

Paid-in capital ........c.coovvinienirii 3,150,000 3,350,000 3,350,000
RESEIVES ... 6,329,182 7,365,587 8,781,070
Profit ..o 1,236,405 1,771,786 2,572,708
Tier 1 Capital (1) .ocooovveeiiiicciee 9,922,078 11,820,880 14,320,995
Tier 2 Capital (1) .ccovoeeeieeicceeee 1,582,608 2,675,956 4,756,934
Deductions (H1).......ccooeovieiieieicieeee 63,682 31,347 83,538
Own Funds (I+H-T) .o 11,441,004 14,465,489 18,994,391
Risk Weighted Assets (including

market and operational risk) ................. 80,174,960 99,844,574 127,985,545
Capital Ratios:

Tier LRAtiO ..o 12.4% 11.8% 11.2%
Own Funds/Risk Weighted Assets........ 14.3% 14.5% 14.8%

The increases in the Group’s capital in each of these periods represented the growth in the Group’s retained earnings.
Liquidity and Funding
Overview

The Group’s primary funding sources are customer deposits, securities issued and funds borrowed from international
lenders.
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Deposits constituted 51.6%, 51.5% and 51.6% of total liabilities as of 31 December 2016, 2017 and 2018,
respectively. As of 31 December 2018, demand deposits constituted 18.1% of the total deposits of the Group. As of the same
date, time deposits represented 81.9% of total deposits, with Turkish Lira-denominated time deposits constituting 87.9% of the
total Turkish Lira-denominated deposits. The Bank’s management believes that deposits provide a stable funding base.

Funds borrowed and marketable securities issued constituted 16.8%, 21.7% and 19.8% of total liabilities as of
31 December 2016, 2017 and 2018, respectively. See also “~ Source of Financing” below.

The following table sets forth the allocation of the Group’s funding as of the indicated dates:

As of 31 December

2016 2017 2018
Customer time deposits..........c..cc....... 40.9% 40.1% 41.6%
Turkish Lira-denominated................. 25.3% 21.9% 24.0%
Foreign currency-denominated.......... 15.6% 18.2% 17.6%
Customer’s demand deposits............. 8.8% 9.6% 9.2%
Turkish Lira-denominated ................. 4.6% 4.3% 3.3%
Foreign currency-denominated.......... 4.3% 5.3% 5.9%
BOFrOWINgS....ccoovviieiieii e 13.8% 16.4% 15.5%
Subordinated NOtES .........cccovvereernene 3.1% 2.7% 2.9%
Secured 10anS........ccoceie i 1.2% 0.9% 0.7%
Other. .ot 9.5% 12.8% 11.9%
Due to other banks .........cc.cccevnveennn 1.9% 1.8% 2.2%
Money market transactions............... 6.3% 5.3% 3.3%
Marketable securities issued.............. 6.1% 7.9% 7.2%
Others (excluding equity)........c......... 12.3% 9.4% 11.9%
EQUILY oo 9.9% 9.5% 8.9%
TOtAl oo 100.0% 100.0% 100.0%

Source of Financing

In addition to its equity, which equaled about 8.9% of the Group’s total assets as of 31 December 2018, the Bank uses
customer deposits as the main source of funding, funding 41.6% of the Group’s total assets as of such date. Even though the
average maturity of the Bank’s deposits are around typical for Turkish banks (around three months), the majority of deposits
are considered to be core deposits with a typical renewal rate of between 80% and 90%.

The Group funds the remainder of its assets using various wholesale funding options, including marketable securities
issued (equal to 7.2% of the Group’s total assets as of 31 December 2018), loans from developmental institutions and export
credit agencies (0.7% of such assets), “future flow” transactions (0.7% of such assets) and subordinated loans (2.9% of such
assets). The remainder of the Group’s assets were funded by other borrowings, of which the majority result from trade
financing activity (33.0% of such assets) (which business has recently increased as the Bank utilises QNB’s broad coverage in
countries with which Turkey has trade links), and short-term money-market and bank borrowings (5.5% of such assets).

Following Fitch’s downgrade of the Bank’s long-term local-currency issuer default rating (IDR) to “BB” from “BB+”
on 1 October 2018, Fitch downgraded the credit rating of Bosphorus Financial Services Ltd. (the special purpose vehicle that
is the issuer of the notes under the Bank’s diversified payment rights future flow programme) to “BB+” from “BBB-.” As of
the date of this Prospectus, the Bank is unable to raise additional funding under such programme unless certain amendments
are made to the relevant documents or waivers are obtained from the existing investors under the programme.

See also “Capitalisation of the Group” in the Base Prospectus.

Capital Expenditure

The Group’s capital expenditure requirements have been principally related to substantial investments in expanding
its operations, primarily the expansion of its branch network and IT infrastructure. In the short to medium term, the Bank
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intends to maintain its current number of branches at about the current level and focus on increasing the productivity of its
existing branch network in terms of customer deposits, total loans and profit per branch. In order to support its growth, the
Bank places continuous emphasis on the improvement of its IT infrastructure and architecture. Investments are made to
develop and maintain a service-oriented scalable and user-friendly technology base and to further improve the Bank’s
internally developed core banking system.

The table below sets out the Group’s principal items of capital expenditure for the periods indicated. Capital
expenditures for land and buildings increased in 2018 due primarily to the purchase of a warehouse for archiving purposes,
whereas fixed assets under financial lease increased in 2018 mainly due to the purchase of company cars via financial leasing.

2016 2017 2018
(TL thousands)
Type of capital expenditure
Land and buildings.......ccccoevvvveiieinnnns 6,590 7,034 24,615
Fixed assets under finance lease............. 64 7,330 20,583
VeNiCIeS......covviieicie e 699 — 545
151,373 130,522 162,400
127,071 165,057 98,704

285,797 309,943 306,848

Contractual Obligations
The contractual obligations of the Group as of 31 December 2018 are set forth in the following table:

Payment due by period

Uptol 1to3 3to 12
Demand month months months lto5years  Over5years Total
(TL thousands)

Bank deposits ........ccooereerneinineinieinnnns 555,546 2,408,606 665,320 56,127 - - 3,685,599
Other depositS........cocereenenee . 15,120,544 45,800,136 16,421,335 6,839,246 179,722 243 84,361,226
Money market borrowings ................... - 2,641,026 1,030,945 712,458 893,988 1,112,929 6,391,346
Funds provided by other financial

INSHEUTIONS ..o - 3,296,014 1,811,435 8,192,542 8,310,726 7,580,284 29,191,002
Securities issued. - 1,622,538 2,215,468 3,644,350 5,279,491 34,711 12,796,557
NON-CASH 10ANS o. e, 8,516,098 1,246,671 2,179,701 8,419,216 2,914,717 412,843 23,689,246

Total contractual obligations........ 24,192,188 57,014,992 24,324,204 27,863,938 17,578,645 9,141,010 160,114,976

As a result of the relatively short maturity of deposits in Turkey generally, the Group uses the financings described
above to extend the maturity of its funding sources.
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SELECTED STATISTICAL AND OTHER INFORMATION

The following tables present certain selected statistical and other information for the Group (or, when information
about the Group is not readily available or relevant, the Bank) as of the indicated dates and for the periods indicated. Except as
specifically noted herein, the selected statistical and other information should be read in conjunction with the BRSA Financial
Statements and the information included in “Management’s Discussion and Analysis of Financial Condition and Results of
Operations.” All foreign currency amounts in this section have been notionally converted into Turkish Lira in the manner
described in Section Two of the consolidated BRSA Financial Statements as of and for the year ended 31 December 2018.

1. Distribution of Assets, Liabilities and Shareholders’ Equity; Interest Rates and Interest Differential
A. Average Balance Sheet and Interest Data

The following table sets forth information on the Group’s average balances of assets and liabilities and related
interest rates for the indicated years. For the purpose of the table below and otherwise throughout this “Selected Statistical and
Other Information” section, and unless otherwise stated, the term “average” means the average of the quarterly end of period
balances of the applicable item, as presented in the BRSA Financial Statements. If such information had been calculated on a
weighted average or daily basis, then material differences might have resulted.

2016 2017 2018
Average Average Average Average Average Average
balance Interest rate balance Interest rate balance Interest rate

Interest-earning assets (TL thousands, except percentages)
Total banks.......cccccovvvennee. 391,359 64,359 16.4% 1,017,437 315,158 31.0% 1,119,128 402,327 36.0%
Total securities®. 10,866,990 843,682 7.8% 14,127,381 1,241,311 8.8% 20,685,480 2,551,730 12.3%
Total money market
Placements.........ccoceuennee 410,057 75,509 18.4% 581,137 55,716 9.6% 508,096 38,928 7.7%
Total performing loans .... 59,043,051 7,722,630 13.1% 72,671,223 9,312,291 12.8% 91,634,656 13,405,224 14.6%
Total leasing

receivables®................. 2,212,684 217,169 9.8% 3,462,493 312,474 9.0% 5,220,347 493,419 9.5%
OtherS. .o, 653,059 111,479 17.1% 959,630 167,501 17.5% 1,256,739 292,946 23.3%
Total interest-earning

ASSEES. oo 73,577,200 9,034,828 12.3% 92,819,302 11,404,451 12.3% 120,424,447 17,184,574 14.3%
Non-interest-earning

ASSELS e 21,114,602 25,630,977 35,557,734
Total assets 94,691,802 118,450,279 155,982,181
Interest-bearing liabilities
Total deposits ..........ccc..... 42,834,009 3,284,048 7.7% 51,121,934 4,064,811 8.0% 63,662,469 6,472,132 10.2%
Funds borrowed® ............ 10,741,654 423,734 3.9% 17,342,616 771,896 4.5% 26,304,833 1,339,723 5.1%
Money market

DOMTOWINGS .o 5802185 293,348 51%  5767,037 186,345 32% 6984651 430,607 6.2%
Marketable securities

T 5760657 341,639 59%  g196,711 544,570 67% 11502743 1,047,798 9.1%
[0]111: - 3,192,391 13,439 0.4% 3,982,955 21,182 0.5% 6,338,696 16,533 0.3%
Total interest-bearing

liabilities........oovvnn... 68,330,895 4,356,208 6.4% 86,342,153 5,588,804 65% 114,793,391 9,306,793 8.1%
Non-interest-bearing

liabilities oo 26,360,907 32,108,126 41,118,790
Total liabilities.............. 94,691,802 118,450,279 155,982,181

(1) Includes “Financial assets held for trading,
(2) Includes gross balances.
(3) Includes subordinated loans.

B. Net Changes in Interest Income and Expense— Volume and Rate Analysis

assets held for sale” and “held-to-maturity securities,” including equity securities and mutual funds.

The following table sets forth the change in interest income and interest expense (net interest income) attributable to

changes in the average volume of interest-earning assets and interest-bearing liabilities and changes in their respective interest
rates for the periods presented from the Group’s operations. Amounts due to changes in volume have been calculated by
multiplying the change in average outstanding balances during the year by the average interest rate for the preceding year.
Amounts due to changes in rates have been calculated by multiplying the change in the current year’s average interest rate by
the average outstanding balance of the current year. The net change attributable to changes in both volume and rate has been
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allocated proportionately to the change due to average volume and the change due to average rate. The changes are calculated
on the basis of the average yearly balance sheets set forth in the preceding table. For further information on changes to net
interest income, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Results of
Operations for 2016, 2017 and 2018.”

2017 vs. 2016 2018 vs. 2017
Total Due to Due to Total Due to Due to
changein  changein  changein change in changein  change in
interest volume rate interest volume rate
(TL thousands)

Interest-earning assets
Total Banks........ccocooeveereieneineene. 250,799 193,932 56,867 87,169 36,558 50,611
Total SECUritigs «mmrsr 397,629 286,476 111,153 1,310,419 808,997 501,422
Total Money Market Placements...... (19,793) 16,402 (36,195) (16,788) (5,596) (11,192)
Total Performing Loans.................... 1,589,661 1,746,352 (156,691) 4,092,933 2,774,159 1,318,774
Total Leasing Receivables................ 95,305 112,789 (17,484) 180,945 166,150 14,795
OtherS ... 56,022 53,511 2,511 125,445 69,256 56,189

TOtaAl oo 2,369,623 2,409,463 (39,840) 5,780,123 3,849,524 1,930,599
Interest-bearing liabilities
Total DepOSItS.......cocvrveereeererrenene 780,763 658,990 121,773 2,407,321 1,274,911 1,132,410
Funds Borrowed ...........ccoceeveeneenennne 348,162 293,800 54,362 567,827 456,452 111,375
Money Market Borrowings .............. (107,003) (1,106) (105,897) 244,262 75,011 169,251
Marketable securities issued............. 202,931 158,549 44,382 503,228 307,527 195,701
OthErS ... 7,743 4,204 3,539 (4,649) 6,144 (10,793)

Total oo 1,232,596 1,114,437 118,159 3,717,989 2,120,045 1,597,944

Interest-Earning Assets — Net Interest Margin

The following table sets forth the levels of average interest-earning assets and interest income and net interest income
of the Group and the net interest margin for each of the periods indicated. These data are extracted from the table of average
balances and interest rates above and are based upon information in the BRSA Consolidated Financial Statements. For further
information on changes to net interest income, see “Management’s Discussion and Analysis of Financial Condition and
Results of Operations — Results of Operations for 2016, 2017 and 2018.”

2016 2017 2018

(TL thousands, except percentages)
Average interest-earning assets.........cc.ccoevrereenn. 73,577,200 92,819,302 120,424,447
INterest iINCOME........ccvivvereireeee s 9,034,828 11,404,451 17,184,574
Average interest-bearing liabilities.................... 68,330,895 86,342,153 114,793,391
INTEreSt EXPENSE ..oovvevveeeiviie i 4,356,208 5,588,804 9,306,793
Net interest iNCOME .......ccvve i 4,678,620 5,815,647 7,877,781
Net interest margin.........ccoccevvveveiivenecsesee e 6.4% 6.3% 6.5%
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Interest-bearing bank deposits and due to other banks

The following table sets forth certain information relating to interest-bearing bank deposits and amounts due to other
banks as of the indicated dates:

As of 31 December

2016 2017 2018
(TL thousands)

Turkish Lira .....ccccooevvviiiiiiicicecec s 294,321 89,730 101,675
Foreign currency

U.S. dollar.......ccoeevinneiinieeineeeene 1,002,098 1,776,124 1,852,460

BUFO. e 323,152 249,830 1,086,263

OLhEr o 219,772 97,290 76,761

Total foreign CUrrency ......ccoeevveeveveennns 1,545,022 2,123,243 3,015,484

TOAl oo 1,839,343 2,212,973 3,117,159

The large transition in 2017 from Turkish Lira-denominated deposits to foreign currency-denominated deposits was in part
due to the Central Bank’s policies, enabling banks to lend and receive money in different currencies at the same time (like a
swap transaction) to provide an efficient operation of Turkish Lira and foreign exchange markets and to support banks’
liquidity management. Foreign currency bank deposits continued to increase in 2018, which increase was principally due to
the depreciation of the Turkish Lira and an increase in “fiduciary deposit amounts,” which are arrangements under which a
depositor instructs its bank to deposit such depositor’s liquid assets with another bank.

Return on Equity and Interest-earning Assets

The following table sets forth certain selected financial information and ratios related to equity and interest-earning
assets for the years indicated:

2016 2017 2018
(TL thousands, except percentages)

Net INTEreSt INCOME. ..ot 4,678,620 5,815,647 7,877,781
Profit for the year attributable to equityholders of the Bank.......... 1,236,405 1,771,786 2,572,708
Average interest-earning assetS ........coouvvrvrveeriveieeenesnere e 73,577,200 92,819,302 120,424,447
Average equity attributable to equityholders of the Bank®............ 9,745,717 10,889,886 13,570,544
Net interest income as a percent of:
Average interest-earning assetS ........c.ocveverierieeriesieeseeseesee e 6.4% 6.3% 6.5%
Average equity attributable to the equityholders of the Bank® ..... 48.0% 53.4% 58.1%
Profit for the year attributable to equityholders of the Bank as

a percent of:
Average interest-earning assetS ........coouvvrvrveerireieeieneseee s 1.7% 1.9% 2.1%
Average equity attributable to equityholders of the Bank®............ 12.7% 16.3% 19.0%
Average equity attributable to equityholders of the Bank to

average interest-earning assetS ........ocvverereerieivereeieerereeeeeeeenenns 13.2% 11.7% 11.3%

(1) Average equity attributable to equityholders of the Bank is calculated as the arithmetical average of equity attributable to equityholders of the Bank
by taking the average of the quarterly balances during the relevant reporting periods.

I1. Securities Portfolio

The Group’s securities portfolio comprises a trading securities portfolio (i.e., debt and equity securities that the Group
principally holds for the purpose of short-term profit taking, which are reflected on the balance sheet as “financial assets
measured at fair value through profit or loss”) and investment securities portfolio (i.e., both held-to-maturity securities and
available-for-sale securities). The Group also enters into purchases (or sales) of securities under agreements to resell (or
repurchase) substantially identical investments at a certain date in the future at a fixed price (i.e., “repos”). Securities sold
under repurchase agreements continue to be recognised in the balance sheet and are measured in accordance with the
accounting policy for the related security portfolio as appropriate. The Group’s portfolio of marketable securities consists
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primarily of Turkish government securities (including bonds, treasury bills and eurobonds) denominated in Turkish Lira, U.S.
dollars and euro.

Debt Securities Portfolio

As of 31 December 2018, the Group’s portfolio of debt securities (excluding mutual funds and stock shares) had a
carrying value of TL 12,280.5 million, representing 13.0% of total assets. Sovereign securities (Turkish government bonds and
treasury bills) amounted to TL 20,220.0 million, or 95.0% of the Group’s debt securities portfolio as of such date. Such
investments are held in the financial assets measured at fair value through other comprehensive income, financial assets
measured at amortised cost and fair value through profit or loss portfolio, therefore the carrying value also represents the fair
value as of each date.

The following table sets forth the carrying value of the Group’s debt securities portfolio as of each of the indicated
dates:

As of 31 December

2016 2017 2018
(TL thousands)
Turkish government bonds and Treasury bills...... 12,277,092 14,451,143 20,220,098
COrporate BONAS.......oveveevreerereceerceersees e, 600,676 1,042,329 1,060,408
TOLA oo 12,877,768 15,493,472 21,280,506

Investment Securities Portfolio

As noted above, the investment securities portfolio comprises held-to-maturity securities and available-for-sale
securities. Held-to-maturity securities are financial assets with fixed or determinable payments and fixed maturities that the
Group intends and has the ability to hold to maturity. Available-for-sale securities are financial assets that are not held for
trading purposes or held-to-maturity. Available-for-sale instruments include certain debt and equity investments. The Group
classifies investment securities depending upon the intention of management at the time of the purchase thereof, though such
can be re-classified if the intention of management later changes.

Trading Securities Portfolio

As noted above, trading securities are debt and equity securities that the Group principally holds for the purpose of
short-term profit taking. These include investments and derivative contracts that are not designated as effective hedging
instruments under Turkish law. All trading derivatives in a net receivable position (positive fair value) are reported as trading
assets, whereas all trading derivatives in a net payable position (negative fair value) are reported as trading liabilities. The
Group’s trading securities portfolio principally comprises Turkish government debt, investment participation bills and equity.
The Group acts as a primary dealer and market-maker for Turkish government debt securities.

After initial recognition, securities that are classified as held-for-trading are measured at estimated fair value.
Changes in the estimated fair value are included in the Group’s BRSA Financial Statements of income included elsewhere in
this Prospectus within gains less losses from securities. In determining estimated fair value, trading securities are valued at the
last trade price (if quoted on an exchange (e.g., the Borsa Istanbul)). When market prices are not available, fair value is
determined by the internal rate of return method.
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Equity Securities and Mutual Funds Portfolio

The Group’s equity securities portfolio is comprised of both listed and non-listed equity securities. The following
table sets forth the fair value of the Group’s listed equity securities and mutual funds portfolio and the cost of the non-listed

equity securities as of each of the indicated dates:

As of 31 December

2016 2017 2018
(TL thousands)
Listed equity securities.........c.cev..... 16,933 57,159 122,510
Non-listed equity securities .............. 49,187 4,912 12,611
Mutual fund Units........ccccevrvrvrerennnn. 39,543 52,386 14,060
TOtal oo 105,663 114,456 149,181

As of 31 December 2018, the carrying amount of the Group’s debt securities by repricing date was as follows:

After one
Within one year through After five
year or less five years years Total
(TL thousands)
Financial assets measured at fair value through profit or
TOSSM e 1,709 12,842 7,876 22,428
Financial assets measured at fair value through other
comprehensive iNCOMe® ............cccoveuvierieiirerenennns 486,468 4,259,076 3,574,359 8,319,903
Financial assets measured at amortised coSsts ................ 811,747 5,729,451 6,390,995 12,932,193
TOLAL e 1,299,924 10,001,370 9,973,231 21,274,524

(1) Financial assets measured at fair value through profit or loss do not include equity securities and mutual funds.

(2) Financial assets measured at fair value through other comprehensive income do not include equity securities and mutual funds.

I11. Loan Portfolio

A. Types of Loans

Loans and receivables represent the largest component of the Group’s assets. The Group offers a wide range of credit
instruments to entities and individuals, including letters of credit and short-term and long-term loans. The following table
provides details of the loans and receivables to customers made by the Group, classified by type of loan and the borrower’s

principal economic activity, as of each of the indicated dates:
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As of 31 December

2016 2017 2018
Amounts (%) Amounts (%) Amounts (%)
(TL thousands, except percentages)
AGricultural.........ccoooieiiieic e 1,880,523 3.0% 2,556,845 3.1% 2,538,528 2.7%
Farming and Raising Livestock ............c........... 1,777,853 2.9% 2,413,925 3.0% 2,337,407 2.4%
FOFESLIY ..ot 2,742 0.0% 6,145 0.0% 5,629 0.0%
FISRING....c i 99,928 0.2% 136,775 0.2% 195,492 0.2%
Manufacturing........cccocvvveeiiiineiees e 9,919,395 16.0% 13,655,657 16.7% 16,371,069 17.2%
MINING e 210,487 0.3% 274,415 0.3% 283,274 0.3%
Production ........ccccoceieieieineie e 7,630,448 12.3% 10,584,536  13.0% 12,360,435 13.0%
Electric, Gas and Water ..........ccccoceovernirnienns 2,078,460 3.4% 2,796,706 3.4% 3,727,360 3.9%
CONSLIUCTION. ..o 4,173,284 6.7% 7,484,389 9.2% 5,853,595 6.1%
SEIVICES ..ttt 23,030,796  37.1% 29,843,379 36.6% 38,883,648 40.8%
Wholesale and Retail Trade ...........ccccoevrveennnee 11,150,757  18.0% 14,308,792  17.5% 14,396,553  15.1%
Hotel, Food and Beverage Services.................. 2,135,018 3.4% 2,632,932 3.2% 3,434,383 3.6%
Transportation and Telecommunication............ 3,605,133 5.8% 5,162,942 6.3% 9,215,542 9.7%
Financial INStitutions............ccccoooviieiicinenn, 3,082,435 5.0% 3,964,670 49% 6,935,904 7.3%
Real Estate and Renting Services..........c...cco..... 381,882 0.6% 350,288 0.4% 350,168 0.4%
Self-employment SErvices ..........ccocvvvveivevenenenn. 819,582 1.3% 1,285,693 16% 1,535,335 1.6%
Education ServiCes ..........ccocevvreivneieeeneeeieeenns 339,226 0.5% 358,867 0.4% 375,746 0.4%
Health and Social Services........cc.cocovevvrerinnenns 1,516,763 2.4% 1,779,195 2.2% 2,640,017 2.8%
(0]11072] eI 23,010,681 37.1% 28,095,210 34.4% 31,762,213 33.3%
Total loans and receivables....................ccoo....... 62,014,679 100.0% 81,635,480 100.0% 95,409,053 100.0%

(1) Includes consumer loans, instalment loans and credit cards.

B. Maturities and Sensitivities of Loans to Changes in Interest Rates

The following tables provide details of loans and receivables made by the Group by maturity as well as the
breakdown of domestic and foreign loans as of each of the indicated dates:

As of 31 December 2016

After one
Within one  year through After five
year or less five years years Total
(TL thousands)
DOMESLIC 10ANS ... 40,856,447 18,324,065 6,426,046 65,606,558
FOI@IGN T0ANS ....covevee ettt 282,269 — — 282,269
TOLAl GIrOSS ...cviviveieirecieie st 41,138,716 18,324,065 6,426,046 65,888,827
Less: allowance for specific provisions for loans and
FECRIVADIES ........oveoeveceeeeeieee e (3,251,763) — —  (3,251,763)
Total loans and receivables...........c...coo.ovvevveerrneeerinneens 37,886,953 18,324,065 6,426,046 62,637,064
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DOMESLIC 10ANS .....ooveeiveeceee et

Foreign loans

As of 31 December 2017

Total gross

Less: allowance for specific provisions for loans and
FECRIVADIES ..o

Total loans and receivables

DOMESLIC 10ANS ......cvveiiiiciie et
FOreign l0anS .......covvviiiiiie i

Total gross

Less: provisions for 10ans..........ccoceevveverieniesescnnesesenns

Total loans and receivables

After one
Within one  year through After five
year or less five years years Total
(TL thousands)
48,280,702 28,576,360 8,605,511 85,462,573
517,077 — — 517,077
48,797,779 28,576,360 8,605,511 85,979,650
(3,540,714) — —  (3,540,714)
45,257,065 28,576,360 8,605,511 82,438,936
As of 31 December 2018
After one
Within one  year through After five
year or less five years years Total
(TL thousands)
61,387,784 34,014,767 12,151,610 107,554,161
530,258 — — 530,258
61,918,042 34,014,767 12,151,610 108,084,419
(6,641,151) (967,453) (99,224) (7,707,828)
55,276,891 33,047,314 12,052,386 100,376,591

The following table sets forth the allocation of the Group’s loans and receivables, non-cash loans, finance lease
receivables, factoring receivables and various securities as of the indicated dates:

As of 31 December

2016 2017 2018
Loans and receivables.........c..ccocevvnviiieiinennn. 66.5% 66.1% 64.1%
Turkish Lira-denominated ............cccccervevnnne 53.0% 50.8% 44.3%
Foreign currency denominated...................... 13.6% 15.4% 19.9%
Non-cash 10ans® ..........ccccoeeveveeeeerereeeeereneens 14.0% 15.5% 16.1%
Turkish Lira-denominated ............cccccoerveinnene. 7.6% 7.1% 5.9%
Foreign currency denominated...................... 6.4% 8.4% 10.2%
Finance lease receivables.........c..ccccoovevennnnnne. 2.9% 3.6% 3.5%
Factoring receivables...........ccccccevvviiiiiieinnnn, 0.8% 1.1% 0.7%
Due from banks ........c.cccooveveiviveie i, 0.3% 1.0% 0.8%
Money market placements..........cc.ccoovevevrnnene. 1.8% 0.2% 0.3%
Turkish government SECUrIties.........ccocvervirnne 12.6% 11.6% 13.7%
Corporate SECUMTIES .....cvevveieiieiieeesee e 0.1% 0.1% 0.1%
Other SECUMTIES ....vveveereeeeeeeeeeee e eenens 1.1% 0.8% 0.7%
TOtAl oo 100.0% 100.0% 100.0%

moans include letters of guarantee, acceptance credits, letters of credits and other guarantees.
C. Risk Elements
Risk Management — Loan Approval Process
The Bank’s Board of Directors has the right to grant loans within the limits set by the Banking Law and may assign
its credit granting authority to the Credit Committee and the Head Office for up to 10% and 1% of capital, respectively. The

Head Office may use this credit granting authority in its units, regional offices and branches. The Head Office and regions are
currently authorised to approve exposures up to TL 125.0 million.
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Loans in excess of TL 125.0 million to TL 1,250.0 million are approved by the Credit Committee, which consists of
the General Manager and three other permanent and two reserve members of the Bank’s Board of Directors.

Extensions of credit in excess of TL 1,250.0 million are approved by the Board of Directors.
Risk Management — Credit Review Policies

Retail and Small Business Banking

The Bank’s retail loan and Small Business Banking loan credit approval process requires a customer loan to be
reviewed and approved by at least two authorised officers, in each case with requisite credit approval authority. Overall
policies are set by the Board of Directors, as recommended by the Credit Committee. See also “Management — Board
Committees” in the Base Prospectus. The following tables set forth the various authorities to allocate credit based upon the

size of credit for retail and credit cards (in the first table) and SME and Business Banking loans (in the second table):

Retail and Credit Cards - Credit approval required, based upon the size of

credit — Retail loans and Credit Cards Lending limit TL
EXECULIVE VICE PreSIUENT......c.eoiviieiecieeee ettt e Up to 20,000,000
Director of Retail Credits AHOCAION.......c.cccceiiiiiiece e Up to 6,000,000
Division Manager of Retail Credits Allocation and Intelligence.........c..cccccevvennne. Up to 3,000,000
Manager of Consumer Loans and Credit Card Allocation ...........ccccoevveviivveieiennns Up to 1,500,000
Assistant Manager of Consumer Loans and Credit Card Allocation....................... Up to 750,000
Supervisor/Assistant Supervisor of Retail Credits .........ccccovcvveieveiciencicereen Up to 200,000
SME and Small Business Banking - Credit approval required, based upon the

size of credit Lending limit TL
REGIONAI MANAGET .....vvivieiecie et et sre e e Up to 12,000,000
Credit Region ANlOCation MaNAQET........cccceiviiieiiriiiesie e st sae st sre et Up to 6,000,000
Credit Region Allocation Assistant Vice President.........cccoocvveeeveieceneciieienenenn Up to 3,000,000
Credit Region Allocation Supervisor with authority ........c.ccooeeeveiecerccec Up to 400,000

In addition, each branch manager has a limited level of authorisation based upon his or her level of experience and
past performance, the branch’s categorisation, the branch’s type, the level of collateral, the obligor’s rating and the product

type.

Before extending credit, each loan application is assessed initially at the branch level. The analysis takes into
consideration a number of criteria, including three years of financial statements of the potential SME borrower, standard credit
ratios, levels of existing indebtedness, the prior relationship of the potential borrower with the Bank, past credit history,
various documentation relating to the operation of the potential borrower’s business (e.g., commercial registration certificates,
specimen signatures and principal business contracts of the firm), quality of the proposed collateral, if any, and evidence of
income, good health and personal statistics in the case of individual loans. In each case, the loan application form is then
forwarded to the person(s) or committee with the appropriate approval authority. Loan authorities may revise the terms of the
proposed credit or may request additional collateral before deciding whether to grant the credit. Decisions are also based, in
the case of corporate borrowers, upon industry sector reports and economic analysis prepared by the Bank’s Credit
Information and Financial Analysis department.

All the applications for consumer loans and credit cards extended to real persons are scored with a model created on
the basis of information provided by the applicant and information obtained from external resources (e.g., credit bureaus and
identity sharing systems) with the purpose of evaluating the customer’s creditworthiness. The applications that are satisfactory
according to the policy rules created for credit bureau records and a customer’s payment performance under existing products
in the Bank, such customer’s bad check records, income and other personal information and internal scorecard are
automatically approved by the system and applications that are not approved by the system can be approved by allocation
units. The performance of the portfolio is monitored through behaviour scores and actions are determined according to the
early warning signals.
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The Bank’s management regularly monitors the overall quality of its retail credit portfolio through its branches and
the Loans Department. Credit follow-up procedures include monitoring maturity and the status of collateral received as well as
any defaults on liabilities and commitments (e.g., unpaid principal or interest, unpaid checks, protested drafts or bonds and
unpaid commissions). In addition, the Loans Department reviews relevant governmental regulations and internal bank policies
and reports to the relevant loan authorities or branches on a periodic basis. The relevant loan authority and/or branches are
then responsible for monitoring the credit to prevent borrower default. The Bank supplements its monitoring process for
corporate borrowers by conducting research by the Loans department, which prepares company- and industry-specific reports.
Loan officers also periodically visit their customers and the Internal Audit Division (the “IAD”) periodically visits the
branches to prepare reports about credit portfolios. If the Loans Department identifies a potential problem, then it makes
information available, and gives instructions, to the relevant branch(es).

The Bank seeks to minimise its credit risk by requiring customers to pledge collateral to secure payment. For less
liquid collateral, such as real estate, a higher excess over principal value is required. For real estate mortgages, for example,
the Bank generally requires collateral in an amount equal to at least 200% of the value of principal and interest due over the
term of the credit. If the extension of a mortgage or a new mortgage is requested, the property securing the mortgage is
independently appraised and revalued in view of fluctuations in the exchange rate between the Turkish Lira and certain foreign
currencies, including the U.S. dollar and the euro. If such real estate collateral must be liquidated, then it is typically liquidated
through legal proceedings, which might take up to two years. The Bank typically seeks collateral that, as far as possible,
matches the type of credit extended in terms of liquidity, maturity and the creditworthiness of the customer. Collateral is
classified according to a “collateral value table,” which is an annex to the corporate credit policy. For each item of collateral,
the loan-to-value (“LTV”) ratio is determined. The LTV ratio may be taken as a reference value for the purpose of calculating
the Bank’s secured and unsecured concentration ratios. The requested collateral should be in line with the credibility of the
customer and tenor of the loan.

Corporate and Commercial Banking
Similar to the Bank’s retail loan and Small Business Banking loan approval process, the corporate and commercial
loan credit approval process requires a customer loan to be reviewed and approved by at least two authorised officers, in each

case with requisite credit approval authority.

The following table sets forth the various authorities to approve credit based upon the size of credit:

Credit approval required, based upon the size of credit® Lending limit TL
0 To o 1T =T ol (o] Above 1,250,000,000 up
to legal outstanding limits
Credit COMMILIEE ...viiieiie e be e et e e beseesaeeraanes Up to 1,250,000,000
Vice Chairman/General Manager/Director of Corporate and Commercial Credits ........ Up to 125,000,000
Executive Vice President of Corporate and Commercial Credits...........ccocoovvviviivrinnnnnnns Up to 50,000,000
Director of Corporate and Commercial Credits Allocation Group..........ccceeevvceevviveninns Up to 40,000,000
Senior Vice President of Corporate and Commercial Credits Allocation Group............. Up to 25,000,000
Manager of Corporate and Commercial Credits Allocation Group..........ccccevveevveiveninns Up to 12,500,000
Assistant Vice President of Corporate and Commercial Credits Allocation Group........ Up to 3,750,000

(1) Cash collateral and letter of reference limits can be allocated in addition to credit limits.

In addition, the commercial and corporate branches of the Bank have been given the authority to extend credit within
the limits set out by the Head Office in order to better serve the Bank’s customers in an increasingly competitive market. The
credit committee of a branch is composed of at least two members: the Branch Manager, as permanent member (whose
participation is obligatory), and the Marketing Assistant Vice President/Supervisor. In the absence of either one of these
members, alternative members can also be assigned.

Each credit application is assessed initially at the branch level before extending credit. The analysis takes into
consideration a number of criteria, including three years of financial statements of potential borrowers, market intelligence,
standard credit ratios, levels of existing indebtedness, the relationship of a potential borrower with the Bank, if any, credit
history, various operational documentation (e.g., commercial registration certificates, specimen signatures and principal
business contracts of the firm), the quality of the proposed collateral, if any, and evidence of income. After this stage, the
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credit application form is then forwarded to the person(s) or committee with the authority to approve the credit. Credit
authorities may revise the terms of the proposed loan or may request additional collateral before deciding whether to grant the
loan. Decisions are also based, in the case of corporate borrowers, upon industry sector reports and economic analyses.

The Bank uses different credit risk rating systems for its portfolios. Credit risk rating systems are implemented to
ensure reliable borrower rating and therefore optimum decision-making on credit policy-related matters.

The Bank uses a Probability of Default (“PoD”) rating scale that contains 22 grades, nineteen of which correspond to
borrowers who have not been in default and three to borrowers who are or have been in default in the past. This PoD rating
scale is in conformity with the Group’s rating scale.

Different applications for credit, from the same customer, will be examined based upon overall customer credit rating
regardless of the form of credit.

This procedure is carried out on a regular basis, at least on a yearly basis, and whenever new information or financial
data on the customer is available.

The Bank’s management regularly monitors the overall quality of its corporate and commercial loan portfolio through
its branches and the Credit Department. Credit follow-up procedures include monitoring the tenor and the collateral status as
well as any defaults on liabilities and commitments (e.g., unpaid principal or interest, unpaid checks, protested drafts or bonds
and unpaid commissions).

To secure a healthy corporate and commercial loan portfolio, the Credit Department conducts research, prepares
company- and industry-specific reports; loan officers periodically visit their customers, the Internal Audit Department
periodically visits the branches to prepare reports on loan portfolios and the Credit Information and Financial Analysis
Department prepares financial analyses on an annual basis and reviews the credit exposure of customers at other Turkish
financial institutions and such customers’ payment history every month, based upon information supplied to the Risk Centre
by these financial institutions. If the Credit Department identifies a potential problem, then it informs the relevant branch(es)
accordingly and takes the necessary actions.

The Bank aims to minimise its credit risk by requiring customers to pledge collateral to secure the payment of credits.
Collateral is classified according to a “collateral value table,” which is an annex to the corporate credit policy. For each item of
collateral, the LTV ratio is determined. The LTV ratio may be taken as a reference value for the purpose of calculating the
Bank’s secured and unsecured concentration ratios. The requested collateral should be in line with the credibility of the
customer and tenor of the loan.

IV. Summary of Loan Loss Experience

The Bank classifies those loans and receivables that are potentially uncollectible (generally those past due 90 days or
more) as non-performing loans and sets aside specific provisions in accordance with the Regulation on Provisions and
Classification of Loans and Receivables. The Bank also makes specific provisions for loans classified under follow-up
regarding credit risk and other factors and general provisions in accordance with the aforementioned regulation.

The Bank classifies as “closely monitored” loans and receivables from the Corporate, Commercial, SME and Micro
segments that are more than 30 days delinquent and, in such circumstances, the Bank makes specific provisions as a result of
its risk assessment. These provisions are recorded as liabilities under “other provisions” as “free reserves for possible loan
losses.” Except for specific provisions and free reserves for possible loan losses, the Bank makes general loan loss provisions
and records them under liabilities as “general provisions.” As of 1 January 2018, the new provisioning standard TFRS 9 was
implemented by the Bank and allowances were set aside for expected credit losses in line with such standards. Provisions
made for loans are recorded under “provision for loan losses and other receivables” in the statement of income.

Collections for provisioned loans made during a period and collections for provisioned loans made in prior periods
are offset against “provision for loans and other receivables” in the income statement. Collections on principal made on
written-off loans are recorded under “other operating income” and collections on interest of write-off loans are recorded under
“interest on loans.” Write-offs are made when all or part of a loan is deemed uncollectible or in the case of debt forgiveness.
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Such loans are written-off after all necessary collection procedures have been completed and the amount of the loss has been
determined. Write-offs are charged against previously established allowances and reduce the principal amount of a loan.
Subsequent recoveries of amounts previously written-off decrease the amount of the provision for impairment losses on loans
and receivables, finance lease receivables and factoring receivables in the income statement.

The following table illustrates the movement in the allowance for specific provisions for loans and receivables for the
periods detailed below.

2016 2017 2018
(TL thousands)
Balances at beginning of the period.................... 3,061,779 3,251,763 3,540,714
IFRS 9 opening effect ......c.cccoovvveivciniiccecee, — — (132,504)
Provision for period.........ccccevvviviiivniesinneniei 1,794,561 1,493,110 2,031,749
Provision reversals .........cc.ccocvveviiveenivnineinsesieenannns (400,979) (449,574) (354,211)
WIIt-0FFS™) ..o (1,203,598) (754,585) (148,576)
Balances at the end of the period................. 3,251,763 3,540,714 4,937,172

(1) Includes loans written off and NPLs sold.

The table below shows to the Group’s general provisions for losses on cash and non-cash credit exposure as of each
of the indicated dates:

As of 31 December

2016 2017 2018
(TL thousands)
CaSh e 1,188,727 1,305,422 2,847,328
Non-cash commitments and contingencies............ 99,685 91,845 90,853
TOtAl oo, 1,288,412 1,397,267 2,938,181

Key ratios related to the activity in the Group’s allowance for specific provisions for loans and receivables to
customers for the indicated years to which the Group’s loan impairment methodology was applied are as follows:

2016 2017 2018
NPLSs to total gross cash 10anS...........cccevvvevieeiiiniiieiiese e 5.8% 5.1% 6.1%
NPLs to loans and receivables to customers and non-cash loans.......... 4.9% 4.1% 4.1%
Specific provisions for 10an 10SSes t0 NPLS .........ccocvverervieriericrierienns 83.9% 81.5% 74.6%
Specific provisions for loan losses to total [oans...........ccccceevieeiieennnnn, 4.9% 4.1% 4.9%
NPLs to total shareholders’ eqUIty .........ccceverieierniieere e 37.6% 35.0% 34.8%

Quality of Loans and Receivables, Non-Performing Loans, Allowance for Impairment on Loans and Receivables, and Loan
Loss Experience

The table below shows the Bank’s NPLs by loan type as of each of the indicated dates:

As of 31 December

2016 2017 2018
(TL thousands)
(011 0[o] - (- ST 1,821,584 2,378,921 4,165,591
CONSUMET ...ttt et 682,190 590,403 741,798
Credit Card ......ooevecveeeeiccee e 1,077,579 1,061,909 1,327,407
OVErdraft........oocvviiiiiiec e 270,242 298,873 379,466
Other/Miscellaneous Receivables...........cccovenn... 22,553 14,064 —
QLI = [T 3,874,148 4,344,169 6,614,263
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The table below shows Bank’s NPLs and related provisions as of each of the indicated dates:

As of 31 December

2016 2017 2018
Total % Total % Total Total %
NPLs® Provision  Reserved NPLs® Provision  Reserved Balance®®  Provision  Reserved
Risk Category (TL thousands, except percentages)
367,839 73,566 20.0% 568,626 113,746 20.0% 1,453,936 760,596 52.3%
656,225 328,113 50.0% 697,150 348,575 50.0% 1,018,301 625,240 61.4%
2,850,084 2,850,084 100.0% 3,078,393 3,078,393 100.0% 4,142,026 3,551,336 85.7%
3,874,148 3,251,763 83.9% 4,344,169 3,540,714 81.5% 6,614,263 4,937,172 74.6%
Performing loans . 101,470,156 2,770,656 2.7%
Gross loans.......... . 65,888,827 85,979,649 108,084,419
Cash loans, net ..........c........ 62,637,064 82,438,935 100,376,591

(1) Excludes NPLs sold, which were TL 1,195,218 thousand in 2016 and TL 745,739 thousand for 2017. There were no such sales in 2018.
Treatment of NPLs

The Bank classifies loans as non-performing if they are in arrears (principal and/or interest) for more than 90 days.
Loans may be classified as non-performing earlier if deemed in default. The Bank charges penalties on overdue interest in
accordance with the terms of the relevant loan agreement.

Remedial management procedures are employed for loans falling under the non-performing loan category. Under
these remedial procedures, the first action is to try to receive the amount from the customers by using alternative solutions and
the second action is to recover the amounts due and to enforce or execute the collateral (if secured) through court orders. See
“— Loan Portfolio — Risk Analysis — Risk Management — Credit Review Policies.”

When a company is assessed to have only temporary financial problems but has the potential to successfully operate
in the near future, the Bank reschedules or restructures its non-performing loans in accordance with the Regulation on
Provisions and Classification of Loans and Receivables. A restructuring depends upon the assessment of the potential of the
customer for the regular payment of loans in the future and the existing or additional collateral that the customer is ready to
offer. Rescheduled loans remain classified in the same risk category (and thus they remain in the NPL portfolio) for a period
of approximately one year after rescheduling. After that period, the rescheduled loans can be gradually upgraded to a higher
category only if the customer consistently meets its obligations.

Historically, the Group has, in accordance with its risk management policy, focused on recovering amounts due under
non-performing loans through its own collection efforts and has sold only limited amounts of its non-performing loans to third
parties. The Group may, however, consider selling non-performing loans or non-performing loan portfolios in the future if it
determines that the benefits of any such sale outweigh the benefits achieved through internal collection efforts.
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V. Deposits

The following table shows details of the Group’s average deposits and average interest rates thereon, for each of the
indicated years:

2016 2017 2018

Average Average Average Average Average Average

balance® Rate balance® Rate balance® Rate
Group Deposits (TL thousands, except percentages)
Savings deposits® ..............ceeeveee. 3,030,945 0.0% 2,695,947 0.0% 2,569,125 0.0%
Time deposits ......cccvvevvevrvnvienennnn, 40,921,164 7.9% 47,158,426 8.4% 60,410,089 10.5%
Sight, current and other .................. 5,498,479 0.0% 8,981,739 0.0% 12,788,348 0.0%
Due to other banks..........ccccccueeen. 1,912,845 2.5% 3,963,508 2.7% 3,252,380 3.5%
Money market transactions............. 5,705,972 5.1% 5,767,937 5.1% 6,984,651 6.2%

Total deposits .....ccoevevevevereennns 57,069,406 6.3% 68,567,558 6.4% 86,004,592 8.0%

1) Calculated as the average of the account balances as of the end of each quarterly reporting period.
2) Relates to non-interest-bearing individual current and saving deposits.
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TERMS AND CONDITIONS OF THE NOTES

The terms and conditions of the Notes shall consist of the terms and conditions set out in the Base Prospectus (the
“Base Conditions™) as completed by the issue-specific terms set out below in this section. References in the Base Conditions
to “Final Terms” shall be deemed to refer to the issue-specific terms of the Notes substantially in the form set out below.

MIFID 11 Product Governance / Eligible Counterparties and Professional Clients Only Target Market

Solely for the purposes of each manufacturer’s product approval process, the target market assessment in respect of
the Notes has led to the conclusion that: (a) the target market for the Notes (and beneficial interests therein) is eligible
counterparties and professional clients only, each as defined in MiIFID II), and (b) all channels for distribution of the Notes
(and beneficial interests therein) to eligible counterparties and professional clients are appropriate. Any person subsequently
offering, selling or recommending the Notes (or beneficial interests therein) (a “distributor”) should take into consideration the
manufacturers’ target market assessment; however, a distributor subject to MiFID Il is responsible for undertaking its own
target market assessment in respect of the Notes (or beneficial interests therein) (by either adopting or refining the
manufacturers’ target market assessment) and determining appropriate distribution channels.

ISSUE TERMS

5 March 2019

QNB FINANSBANK A.S.
Legal Entity Identifier (LEI): 789000Q21SW842S91J58

Issue of US$500,000,000 6.875% Notes due 2024 (the “Notes™)
under the US$5,000,000,000
Global Medium Term Note Programme

PART A - CONTRACTUAL TERMS

Terms used herein shall be deemed to be defined as such for the purposes of the Terms and Conditions of the Notes
(the “Conditions”) set forth in the Base Prospectus dated 26 April 2018 and the supplements to it dated 29 May 2018,
11 September 2018, 26 November 2018 and 26 February 2019, which together constitute a base prospectus (the “Base
Prospectus”), and the Prospectus (the “Prospectus™) dated 5 March 2019, which Prospectus constitutes a prospectus for the
purposes of the Prospectus Directive. This document constitutes the issue-specific terms of the Notes described herein for the
purposes of Article 5.4 of the Prospectus Directive and must be read in conjunction with the Prospectus. Full information on
the Issuer and the offer of the Notes is only available on the basis of the combination of these issue-specific terms and the
Prospectus. The Prospectus has been published on the Issuer’s website (www.gnbfinansbank.com/en/investor-
relations/financial-information/Default.aspx).

1. Issuer: QNB Finansbank A.S.
2. (@) Series Number: 2019-3
(b) Tranche Number: 1

(c) Date on which the Notes will be Not Applicable
consolidated and form a single Series:

3. Specified Currency: U.S. dollars or US$
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10.

11.

12.

13.

Aggregate Nominal Amount:
@) Series:

(b) Tranche:

Issue Price:

(@) Specified Denomination(s):
(b) Calculation Amount:

@) Issue Date:

(b) Interest Commencement Date:
Maturity Date:

Interest Basis:

Redemption Basis:

Change of Interest Basis:

Put/Call Options:

(@) Status of the Notes:
(b) Date Board approval for issuance of Notes
obtained:

US$500,000,000
US$500,000,000

99.662 per cent. of the Aggregate Nominal Amount of the
Tranche

US$200,000 and integral multiples of US$1,000 in excess
thereof

US$1,000 (the “Calculation Amount”)

7 March 2019

Issue Date

7 September 2024

6.875 per cent. per annum Fixed Rate

(see further particulars in paragraph 14 below)

Subject to any purchase and cancellation or early redemption,
the Notes will be redeemed on the Maturity Date at 100 per
cent. of their nominal amount

Not Applicable

Not Applicable

Senior

Not Applicable

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

14.

Fixed Rate Note Provisions:

@) Rate(s) of Interest:

(b) Interest Payment Date(s):

(c) Fixed Coupon Amount(s):
(d) Broken Amount(s):

(e) Day Count Fraction:

Applicable

6.875 per cent. per annum payable in arrear on each Interest
Payment Date

7 March and 7 September in each year up to and including the
Maturity Date

Not Applicable
Not Applicable

30/360
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) Determination Date(s): Not Applicable

(9) Modified Fixed Rate Notes: Not Applicable
15. Floating Rate Note Provisions: Not Applicable
16. Zero Coupon Note Provisions: Not Applicable

PROVISIONS RELATING TO REDEMPTION

17. Notice periods for Condition 8.2: Minimum period: 30 days
Maximum period: 60 days

18. Issuer Call: Not Applicable

19. Investor Put: Not Applicable

20. Final Redemption Amount: US$1,000 per Calculation Amount

21. Early Redemption Amount payable on redemption US$1,000 per Calculation Amount
for taxation reasons or on event of default:

GENERAL PROVISIONS APPLICABLE TO THE NOTES

22. Form of Notes:
(@) Form: Registered Notes:
Regulation S Registered Global Note registered in the name
of a nominee for a common depositary for Euroclear and
Clearstream, Luxembourg exchangeable for Definitive
Registered Notes upon an Exchange Event
Rule 144A Global Note(s) registered in the name of a
nominee for DTC exchangeable for Definitive Registered
Notes upon an Exchange Event
(b) New Global Note: No
23. Specified Financial Centre(s): Not Applicable
24, Talons for future Coupons to be attached to No

Definitive Notes:
PROVISIONS APPLICABLE TO TURKISH LIRA NOTES

25. USD Payment Election: Not Applicable
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PROVISIONS APPLICABLE TO RMB NOTES

26. RMB Currency Event: Not Applicable

Signed on behalf of QNB FINANSBANK A.S.

BY: BY:

Duly authorised Duly authorised
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PART B - OTHER INFORMATION

1. LISTING AND ADMISSION TO TRADING

(@)

Listing and Admission to trading:

Application has been made by the Issuer (or on its behalf) for
the Notes to be listed on the Official List and admitted to
trading on the Regulated Market of the Irish Stock
Exchange plc trading as Euronext Dublin with effect from
7 March 2019; however, no assurance can be given that such
application will be accepted.

(b) Estimate of total expenses related to €2,040
admission to trading:
2. RATINGS
Ratings: The Notes to be issued are expected to be rated:
“BB-" (negative outlook) by Fitch Ratings Limited (“Fitch”)
and “Ba3” (negative outlook) by Moody’s Investors
Service Ltd. (“Moody’s”).
Each of Fitch and Moody’s is established in the European
Union and is registered wunder Regulation (EC)
No. 1060/2009 (as amended).
3. INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE

Save for any fees payable to the Joint Bookrunners of the Notes (the “Managers”), so far as the Issuer is aware, no person
involved in the issue of the Notes has an interest material to the offer of the Notes. The Managers and/or their respective
affiliates have engaged, and may in the future engage, in investment banking and/or commercial banking transactions with,
and may perform other services for, the Issuer and its affiliates in the ordinary course of business. It should be noted that Qatar
National Bank, an affiliate of QNB Capital LLC, one of the Managers, is the controlling shareholder of the Issuer.

4. YIELD

Indication of yield:

5. OPERATIONAL INFORMATION
@) ISIN:
(b) Common Code:
(©) CUSIP:
(d) CINS:
(e) CFlI:
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6.950 per cent. per annum

The vyield is calculated at the Issue Date on the basis of the
Issue Price. It is not an indication of future yield.

US31772DADA49 for Rule 144A Global Note(s)
XS§1959391019 for Regulation S Registered Global Note

195946582 for Rule 144A Global Note(s)
195939101 for Regulation S Registered Global Note

31772DADA4 for Rule 144A Global Note(s)
Not Applicable

Not Applicable for Rule 144A Global Note(s)
DTFXFR for Regulation S Registered Global Note



)

(9)

(h)
0

1)

(k)

FISN:

Any clearing system(s) other than DTC,
Euroclear and Clearstream, Luxembourg
and the relevant identification number(s):

Delivery:

Names and addresses of additional Paying
Agent(s) (if any):

Deemed delivery of clearing system notices
for the purposes of Condition 15:

Intended to be held in a manner that would
allow Eurosystem eligibility:

DISTRIBUTION

@
(b)

(©
(d)
©
®)

(9)

Method of distribution:

If syndicated, names of Managers:

Stabilising Manager(s) (if any):
If non-syndicated, name of relevant Dealer:
U.S. Selling Restrictions:

Prohibition of Sales to EEA Retail
Investors:

Prohibition of Sales to Belgian Consumers:
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Not Applicable for Rule 144A Global Note(s)
QNB FINANSBANK/1IEMTN 20240312 for Regulation S
Registered Global Note

Not Applicable

Delivery against payment

Not Applicable

Any notice delivered to Noteholders of Notes held through a
clearing system will be deemed to have been given on the
first business day after the day on which it was given to the
relevant clearing system.

No. Whilst the designation is specified as “no” at the date of
these issue-specific terms, should the Eurosystem eligibility
criteria be amended in the future such that the Notes are
capable of meeting them, the Notes may then be deposited
with one of the ICSDs as common safekeeper and registered
in the name of a nominee of one of the ICSDs acting as
common safekeeper. Note that this does not necessarily mean
that the Notes will then be recognised as eligible collateral for
Eurosystem monetary policy and intra-day credit operations
by the Eurosystem at any time during their life. Such
recognition will depend upon the ECB being satisfied that
Eurosystem eligibility criteria have been met.

Syndicated

Citigroup Global Markets Limited

J.P. Morgan Securities plc

Mizuho International plc

QNB Capital LLC

Société Générale

Standard Chartered Bank

Standard Chartered Bank

Not Applicable

Reg. S Compliance Category 2 and Rule 144A

Not Applicable

Applicable



7. REASONS FOR THE OFFER The net proceeds from the issue of the Notes will be applied
by the Issuer for its general corporate purposes.
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U.S. TAXATION

This is a general summary of certain U.S. federal tax considerations in connection with an investment in the Notes.
This summary does not address all aspects of U.S. federal tax law or the laws of other jurisdictions (including the United
Kingdom or any state or local tax law). While this summary is considered to be a correct interpretation of existing laws in
force on the date of this Prospectus, there can be no assurance that those laws or the interpretation of those laws will not
change. This summary does not discuss all of the tax consequences that might be relevant to an investor in light of such
investor’s particular circumstances or to investors subject to special rules, such as regulated investment companies, certain
financial institutions or insurance companies. Prospective investors in the Notes are advised to consult their tax advisers
with respect to the tax consequences of the purchase, ownership or disposition of the Notes (or the purchase, ownership
or disposition by an owner of beneficial interests therein) as well as any tax consequences that might arise under the
laws of any state, municipality or other taxing jurisdiction (including of their respective citizenship, residence or
domicile).

Certain U.S. Federal Income Tax Consequences

The following summary describes certain U.S. federal income tax consequences of the acquisition, ownership and
disposition of a Note by a U.S. Holder (as defined below) whose functional currency is the U.S. dollar and acquires the Note
in this offering from the Joint Bookrunners at the price set forth in this Prospectus and holds it as a capital asset. This summary
does not address all aspects of U.S. federal income taxation that might be applicable to particular U.S. Holders subject to
special U.S. federal income tax rules, including, among others, tax-exempt organisations, financial institutions, dealers and
traders in securities or currencies, U.S. Holders that will hold a Note as part of a “straddle,” hedging transaction, “conversion
transaction” or other integrated transaction for U.S. federal income tax purposes, U.S. Holders that enter into “constructive
sale” transactions with respect to the Notes, U.S. Holders liable for alternative minimum tax and certain U.S. expatriates. In
addition, this summary does not address consequences to U.S. Holders of the acquisition, ownership and disposition of a Note
under any other U.S. federal tax laws (e.g., estate or gift tax laws) or the tax laws of any state, locality or other political
subdivision of the United States or other countries or jurisdictions.

As used herein, the term “U.S. Holder” means an owner of a Note that is for U.S. federal income tax purposes: (a) an
individual who is a citizen or resident of the U.S., (b) an entity taxable as a corporation created or organised in or under the
laws of the U.S., any state thereof or the District of Columbia, (c) an estate the income of which is subject to U.S. federal
income taxation regardless of its source or (d) a trust whose administration is subject to the primary supervision of a United
States court and that has one or more United States person(s) (as defined under the Code) who have the authority to control all
substantial decisions of the trust or a valid election for such persons to be treated as United States person(s) (as defined under
the Code) is in effect with respect to such trust. References herein to a U.S. Holder holding a Note shall also refer to the
holding of a beneficial interest in a Global Note.

If an entity or arrangement treated as a partnership for U.S. federal income tax purposes holds a Note, then the U.S.
federal income tax treatment of a partner will generally depend upon the status of the partner and the activities of the
partnership. Therefore, a partnership holding a Note and its partners should consult their own tax advisers regarding the U.S.
federal income tax consequences of the acquisition, ownership and disposition of a Note.

The discussion below is based upon the Code, U.S. Treasury regulations promulgated thereunder and judicial and
administrative interpretations thereof, all as in effect as of the date of this Prospectus and any of which may at any time be
repealed, revoked or modified or subject to differing interpretations, potentially retroactively, so as to result in U.S. federal
income tax consequences different from those discussed below.

The summary of the U.S. federal income tax consequences set out below is for general information only. Investors in

the Notes should consult their tax advisers as to the particular tax consequences to them of owning investments in the Notes,
including the applicability and effect of state, local, foreign and other tax laws and possible changes in tax law.
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Payments of Interest

Payments of interest on the Notes, including additional amounts, if any, generally will be taxable to a U.S. Holder as
ordinary income at the time that such payments are received or accrued, in accordance with such U.S. Holder’s usual method
of accounting for U.S. federal income tax purposes. Interest paid on a Note generally will constitute foreign source income for
U.S. federal income tax purposes and generally will be considered “passive” income, which is treated separately from other
types of income in computing the foreign tax credit that may be allowable to U.S. Holders under U.S. federal income tax laws.
Subject to applicable restrictions and limitations, a U.S. Holder may be entitled to claim a U.S. foreign tax credit in respect of
any Turkish withholding taxes imposed upon interest received on the Notes. A U.S. Holder who does not elect to claim a
credit for foreign tax may instead claim a deduction in respect of the Turkish withholding taxes provided the U.S. Holder
elects to deduct rather than claim a credit for all foreign taxes for such taxable year. U.S. Holders that are eligible for benefits
under the double tax treaty between the United States and Turkey (the “Double Tax Treaty”) or are otherwise entitled to a
refund for the taxes withheld under Turkish tax law generally will not be entitled to a foreign tax credit or deduction for the
amount of any Turkish taxes withheld in excess of the maximum rate under the Double Tax Treaty or for those taxes that have
been otherwise refunded to them under Turkish tax law. The rules relating to foreign tax credits or deducting foreign taxes are
extremely complex and U.S. Holders are urged to consult their own tax advisers regarding the availability and advisability of
claiming a foreign tax credit or a deduction with respect to any Turkish taxes withheld from payment.

Sale, Exchange and Redemption of Notes

Upon the sale, exchange, redemption, retirement at maturity or other taxable disposition of a Note, a U.S. Holder
generally will recognise taxable gain or loss equal to the difference between the amount realised (i.e., the amount of cash and
the fair market value of any property received on the disposition (except to the extent the cash or property received is
attributable to accrued and unpaid interest not previously included in income, which is treated like a payment of interest)) and
the U.S. Holder’s tax basis in the Note. A U.S. Holder’s tax basis in a Note generally will equal the amount paid for the Note.
Gain or loss recognised by a U.S. Holder on the sale, exchange or other disposition of a Note will be capital gain or loss and
will be long-term capital gain or loss if the Note was held by the U.S. Holder for more than one year. Gain or loss realised by a
U.S. Holder on the sale or retirement of a Note generally will be U.S. source. As such, if the disposition of a Note by a U.S.
Holder is subject to Turkish tax, then the U.S. Holder generally will not be able to use the corresponding foreign tax credit
against the income from such gain. U.S. Holders should consult their advisors with respect to the application of foreign tax
credits to their particular circumstances.

Potential Acceleration of Income

Accrual method taxpayers that prepare an “applicable financial statement” (as defined in Section 451 of the Code,
which includes any General Accepted Accounting Principles (GAAP) financial statement, Form 10-K annual statement,
audited financial statement or a financial statement filed with any federal agency for non-tax purposes) generally would be
required to include certain items of income such as original issue discount (“OID”) and possibly de minimis OID and market
discount in gross income no later than the time such amounts are reflected on such a financial statement. This could result in
an acceleration of income recognition for income items differing from the above description, although the precise application
of this rule is unclear as of the date of this Prospectus.

Information Reporting and Backup Withholding

Information returns may be filed with the U.S. Internal Revenue Service (the “IRS”) (unless the U.S. Holder
establishes, if requested to do so, that it is an exempt recipient) in connection with payments on the Notes and the proceeds
from the sale, exchange or other disposition of Notes. If information reports are required to be made, then a U.S. Holder may
be subject to U.S. backup withholding if it fails to provide its taxpayer identification number or to establish that it is exempt
from backup withholding. Backup withholding is not an additional tax. The amount of any backup withholding imposed upon
a payment will be allowed as a credit against any U.S. federal income tax liability of a U.S. Holder and may entitle the U.S.
Holder to a refund, provided the required information is timely furnished to the IRS.

U.S. Holders should consult their own tax advisers regarding any filing and reporting obligations they might have as
a result of their acquisition, ownership or disposition of Notes.
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Medicare Tax

Certain U.S. Holders who are individuals, estates or non-exempt trusts must pay an additional 3.8% tax on, among
other things, interest on and capital gains from the sale, retirement or other taxable disposition of Notes. U.S. Holders should
consult their tax advisers regarding the effect, if any, of this tax on their investment in the Notes.

Additional Information

The sixth sentence of the section titled “Taxation — FATCA” beginning on page 192 of the Original Base Prospectus
shall, with respect to these Notes, be deemed to have been replaced by the following:

Even if withholding would be required pursuant to FATCA or an IGA with respect to payments on instruments such
as the Notes, such withholding would not apply prior to the date that is two years after the date on which final
regulations defining Foreign Passthru Payments are published in the U.S. Federal Register, and Notes characterised as
debt (or that are not otherwise characterised as equity and have a fixed term) for U.S. federal tax purposes that are
issued on or prior to the date that is six months after the date on which final regulations defining Foreign Passthru
Payments are filed with the U.S. Federal Register generally would be grandfathered for purposes of FATCA
withholding unless materially modified after such date; however, if additional Notes (see Condition 17) that are not
distinguishable from previously issued Notes are issued after the expiration of the grandfathering period and are
subject to withholding under FATCA, then withholding agents might treat all Notes, including Notes offered prior to
the expiration of the grandfathering period, as subject to withholding under FATCA.
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PLAN OF DISTRIBUTION

The Bank intends to offer the Notes through the Joint Bookrunners. Subject to the terms and conditions stated in a
subscription agreement in respect of the Notes expected to be entered into on 5 March 2019 among the Joint Bookrunners and
the Bank (the “Subscription Agreement”), each of the Joint Bookrunners has severally (and not jointly nor jointly and
severally) agreed to purchase, and the Bank has agreed to sell to each of the Joint Bookrunners, the principal amount of the
Notes set forth opposite each Joint Bookrunner’s name below at the issue price set forth on the cover of this Prospectus.

Joint Bookrunners Principal Amount of Notes

Citigroup Global Markets Limited ...........cccccoevevieveircennne. US$83,333,333
J.P. Morgan SecuritieS PIC........cccvivvivrierirene s se s US$83,333,333
Mizuho International pIC .........ccooeeveieeiiieeiieeceee e, US$83,333,333
QNB Capital LLC.......c.cooveiiieirieise e US$83,333,333
SOCIEtE GENEIAIL.........ccvveceeeeee e US$83,333,334
Standard Chartered Bank...........ccooooeieeoeeoeeeeeeeee e US$83,333,334
TOLAL s US$500,000,000

The Subscription Agreement provides that the obligations of the Joint Bookrunners to purchase the Notes are subject
to the approval of legal matters by counsel and to other conditions. The offering of the Notes by the Joint Bookrunners is
subject to receipt and acceptance and subject to the Joint Bookrunners’ right to reject any order in whole or in part.

The Bank has been informed that the Joint Bookrunners propose to resell beneficial interests in the Notes at the issue
price set forth on the cover page of this Prospectus to persons reasonably believed to be QIBs in reliance upon Rule 144A and
to non-U.S. persons in offshore transactions in reliance upon Regulation S (see “Transfer and Selling Restrictions” in the Base
Prospectus). The prices at which beneficial interests in the Notes are offered may be changed at any time without notice.

Offers and sales of the Notes in the United States will be made by those Joint Bookrunners or their respective
affiliates that are registered broker-dealers under the Exchange Act or in accordance with Rule 15a-6 thereunder.

The Notes have not been registered under the Securities Act or the securities laws of any State or other jurisdiction of
the United States and the Notes (and beneficial interests therein) may not be offered or sold within the United States or to, or
for the account or benefit of, U.S. persons (as defined in Regulation S under the Securities Act) except in transactions exempt
from, or not subject to, the registration requirements of the Securities Act (see “Transfer and Selling Restrictions” in the Base
Prospectus). Accordingly, until the expiration of a 40 day period after the later of the commencement of the offering to
persons other than distributors and the Issue Date (the “Distribution Compliance Period”), an offer or sale of Notes (or
beneficial interests therein) other than in an offshore transaction to, or for the account or benefit of, persons who are not U.S.
persons might violate the registration requirements of the Securities Act if that offer or sale is made otherwise than in
accordance with an available exemption from the registration requirements of the Securities Act.

Each Joint Bookrunner will agree in the Subscription Agreement that it will send to each dealer to which it sells the
Regulation S Registered Global Note (or beneficial interests therein) during the Distribution Compliance Period a
confirmation or other notice setting forth the restrictions on offers and sales of the Notes (or beneficial interests therein) within
the United States or to, or for the account or benefit of, U.S. persons substantially to the following effect:

“The Notes covered hereby have not been registered under the Securities Act of 1933, as amended (the “Securities
Act”), of the United States of America and may not be offered and sold within the United States or to, or for the
account or benefit of, U.S. persons: (a) as part of their distribution at any time or (b) otherwise until the expiration of
a 40 day period after the later of the commencement of the offering to persons other that distributors and the Issue
Date, except, in either case, in accordance with Rule 144A under the Securities Act or in an offshore transaction.
Terms used above have the meanings given to them by Regulation S under the Securities Act.”

While application has been made by the Bank to Euronext Dublin for the Notes to be admitted to the Official List and

to trading on the Regulated Market, the Notes constitute a new class of securities with a limited trading market. The Bank
cannot provide any assurances to investors that the prices at which the Notes (or beneficial interests therein) will sell in the
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market will not be lower than the initial offering price or that an active trading market for the Notes will develop. The Joint
Bookrunners have advised the Bank that they currently intend to make a market in the Notes; however, they are not obligated
to do so, and they may discontinue any market-making activities with respect to the Notes at any time without notice. No
assurance can be given that the application to Euronext Dublin to admit the Notes to listing on the Official List and trading on
the Regulated Market will be accepted.

In connection with the offering, one or more Joint Bookrunner(s) might purchase and sell Notes (or beneficial
interests therein) in the secondary market. These transactions might include overallotment, syndicate covering transactions and
stabilisation transactions. Overallotment involves the sale of Notes (or beneficial interests therein) in excess of the principal
amount of Notes to be purchased by the Joint Bookrunners in their initial offering, which creates a short position for the Joint
Bookrunners. Covering transactions involve the purchase of the Notes (or beneficial interests therein) in the open market after
the distribution has been completed in order to cover short positions. Stabilisation transactions consist of certain bids or
purchases of Notes (or beneficial interests therein) made for the purpose of preventing or retarding a decline in the market
price of an investment in the Notes (or beneficial interests therein) while the offering is in progress. Any of these activities
might have the effect of preventing or retarding a decline in the market price of the Notes (or beneficial interests therein).
They might also cause the price of the Notes (or beneficial interests therein) to be higher than the price that otherwise would
exist in the open market in the absence of these transactions. The Joint Bookrunners might conduct these transactions in the
over-the-counter market or otherwise. If a Joint Bookrunner commences any of these transactions, then it might discontinue
them at any time. Under English law, stabilisation activities may only be carried on by the Stabilising Manager (or persons
acting on behalf of the Stabilising Manager) and only for a limited period following the Issue Date.

The Bank expects that delivery of interests in the Notes will be made against payment therefor on the Issue Date.
Under Rule 15c6-l of the Exchange Act, trades in the secondary market through a broker or dealer in the United States
generally are required to settle in two New York City business days unless the parties to any such trade expressly agree
otherwise. Accordingly, investors who wish to trade interests in the Notes through a broker or dealer in the United States on
the date of this Prospectus or the next New York City business days will be required, by virtue of the fact that the Notes
initially will settle on the Issue Date, to specify an alternate settlement cycle at the time of any such trade to prevent a failed
settlement. Investors in the Notes who wish to trade interests in the Notes through a broker or dealer in the United States on
the date of this Prospectus or the next New York City business days should consult their own adviser.

QNB, the parent of QNB Capital LLC, one of the Joint Bookrunners, is the controlling shareholder of the Bank as
described in the Base Prospectus. The Joint Bookrunners and their respective affiliates are full service financial institutions
engaged in various activities, which might include securities trading, commercial and investment banking, financial advisory,
investment management, principal investment, hedging, financing and brokerage activities. The Joint Bookrunners or their
respective affiliates might have performed investment banking and advisory services for the Bank and its affiliates from time
to time for which they might have received fees, expenses, reimbursements and/or other compensation. The Joint Bookrunners
or their respective affiliates might, from time to time, engage in transactions with and perform advisory and other services for
the Bank and its affiliates in the ordinary course of their business. Certain of the Joint Bookrunners and/or their respective
affiliates have acted and expect in the future to act as a lender to the Bank and/or other members of the Group and/or otherwise
participate in transactions with the Group.

In the ordinary course of their various business activities, the Joint Bookrunners and their respective affiliates might
make or hold a broad array of investments and actively trade debt and equity securities (or related derivative securities) and
financial instruments (including bank loans) for their own account and for the accounts of their customers and might at any
time hold long and short positions in such securities and instruments. Such investment and securities activities might involve
securities and instruments of the Bank and/or other members of the Group. In addition, certain of the Joint Bookrunners and/or
their respective affiliates hedge their credit exposure to the Bank and/or other members of the Group pursuant to their
customary risk management policies. These hedging activities might have an adverse effect on the future trading prices of the
Notes (or beneficial interests therein).

The Joint Bookrunners and their respective affiliates might also make investment recommendations and/or publish or

express independent research views in respect of such securities or financial instruments and might hold, or recommend to
clients that they acquire, long and/or short positions in such securities or instruments.
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The Bank will agree in the Subscription Agreement, in connection with the issue and offering of the Notes, to
indemnify each Joint Bookrunner against certain liabilities or to contribute to payments that the Joint Bookrunners are required
to make because of those liabilities.
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LEGAL MATTERS

Certain matters relating to the issuance of the Notes will be passed upon for the Bank by Mayer Brown LLP as to
matters of United States law and by YaziciLegal as to matters of Turkish law (other than with respect to tax-related matters).
Certain matters of English and United States law will be passed upon for the Joint Bookrunners by Herbert Smith
Freehills LLP and certain matters of Turkish law will be passed upon for the Joint Bookrunners by Paksoy Ortak Avukat
Biurosu (which will also pass upon matters of Turkish tax law).
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OTHER GENERAL INFORMATION
Authorisation

The most recent update of the Programme and the issue of the Notes thereunder have been duly authorised pursuant
to the authority of the officers of the Bank under the resolutions of the Board of Directors of the Bank dated 19 October 2017
and 28 March 2018.

Listing of Notes

An application has been made to Euronext Dublin for the Notes to be admitted to the Official List and trading on the
Regulated Market; however, no assurance can be given that such application will be accepted. It is expected that admission of
the Notes to listing on the Official List and to trading on the Regulated Market will be granted on or before the Issue Date,
subject only to the issue of the Notes. The Regulated Market is a regulated market for the purposes of MiFID Il. The expenses
in connection with the admission of the Notes to the Official List and to trading on the Regulated Market are expected to
amount to approximately €2,040.

Listing Agent

Arthur Cox Listing Services Limited is acting solely in its capacity as Irish listing agent for the Bank in connection
with the Notes and is not itself seeking admission of the Notes to the Official List or to trading on the Regulated Market for
the purposes of the Prospectus Directive.

Clearing Systems

The Rule 144A Global Note(s) has/have been accepted into DTC’s book-entry settlement system and the
Regulation S Registered Global Note has been accepted for clearance through Euroclear and Clearstream, Luxembourg
(CUSIP: 31772DAD4, ISIN: US31772DAD49 and Common Code: 195946582 with respect to the Rule 144A Global Note(s)
and ISIN: XS1959391019 and Common Code: 195939101 with respect to the Regulation S Registered Global Note).

Interest on each Note will be paid only to the person in whose name such Note was registered in the Register at the
close of business on the Record Date. Notwithstanding the Record Date established in the Conditions for the Notes, the Issuer
has been advised by DTC that through DTC’s accounting and payment procedures, DTC will, in accordance with its
customary procedures, credit interest payments received by DTC on any Interest Payment Date based upon DTC’s
Participants’ holdings of the Notes on the close of business on the New York Business Day immediately preceding each such
Interest Payment Date. A “New York Business Day” for these purposes is a day other than a Saturday, a Sunday or any other
day on which banking institutions in New York, New York are authorised or required by law or executive order to close.

The address of Euroclear is Euroclear Bank SA/NV, 1 Boulevard du Roi Albert |1, B-1210 Brussels. The address of
Clearstream, Luxembourg is Clearstream Banking S.A., 42 Avenue JF Kennedy, L-1855 Luxembourg. The address of DTC is
55 Water Street, New York, New York 10041, United States of America.

No Significant or Material Adverse Change

There has been: (a) no significant change in the financial or trading position of either the Bank or the Group since
31 December 2018 and (b) no material adverse change in the financial position or prospects of the Bank since 31 December
2018.
Litigation

Neither the Bank nor any other member of the Group is or has been involved in any governmental, legal or arbitration
proceedings (including any such proceedings that are pending or threatened of which the Bank is aware) in the 12 months

preceding the date of this Prospectus that might have or in such period had a significant effect on the financial position or
profitability of the Bank or the Group.
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Interests of Natural and Legal Persons Involved in the Issue

Except with respect to the fees to be paid to the Joint Bookrunners, so far as the Bank is aware, no natural or legal
person involved in the issue of the Notes has an interest, including a conflicting interest, that is material to the issue of the
Notes; provided that one or more of such persons might own Notes (or beneficial interests therein). It should be noted that one
of the Joint Bookrunners (i.e., QNB Capital LLC) is a subsidiary of QNB and thus an affiliate of the Bank.

Independent Auditors

The BRSA Financial Statements have been audited by Ernst & Young, all in accordance with the BRSA Accounting
and Reporting Principles. The audit reports on the BRSA Financial Statements emphasise that: (a) the effect of the differences
between the accounting principles summarised in Section Three thereof and the accounting principles generally accepted in
countries in which the financial statements are to be distributed and IFRS have not been quantified and reflected in the
financial statements, (b) the accounting principles used in the preparation of the financial statements differ materially from
IFRS and (c) accordingly, the financial statements are not intended to present the financial position and results of operations in
accordance with accounting principles generally accepted in such countries of users of the financial statements and IFRS.

Ernst & Young is located at Maslak Mah. Eski Blyikdere Cad. No.27 Orjin Maslak Daire 54-57-59 Kat: 2-3-4,
Sartyer, Istanbul, 34398. Ernst & Young, an independent certified public accountant in Turkey, is an audit firm authorised by
the BRSA to conduct independent audits of banks in Turkey.
Documents
For as long as any of the Notes are outstanding, copies of the following documents will (as applicable, when
published) be available in physical form for inspection at the registered office of the Issuer and from the specified office of the
Fiscal Agent for the time being in London:
(a) the articles of association (with a certified English translation thereof) of the Issuer,
(b) the BRSA Financial Statements,
(c) the most recently published audited annual financial statements of the Issuer and the most recently
published unaudited interim financial statements of the Issuer, in each case in English, prepared in accordance with
BRSA Accounting and Reporting Principles and together with any audit or review reports prepared in connection

therewith,

(d) the Agency Agreement, the Deed of Covenant and the Deed Poll and the forms of the Global Notes and
the Notes in definitive form, and

(e) a copy of this Prospectus and the Base Prospectus.
With respect to the BRSA Financial Statements, please see “Independent Auditors” below.
In addition, copies of this Prospectus and the documents (or portions thereof) incorporated by reference herein will
also be available in electronic format on the Issuer’s website. See “Documents Incorporated by Reference” above. Such
website does not, and should not be deemed to, constitute a part of, or be incorporated into, this Prospectus.

Material Contracts

The Bank has not entered into any material contract outside the ordinary course of its business that could result in the
Bank being under an obligation or entitlement that is material to its ability to meet its obligations in respect of the Notes.
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Joint Bookrunners transacting with the Issuer

Certain of the Joint Bookrunners and their respective affiliates have engaged, and might in the future engage, in
investment banking and/or commercial banking transactions with, and may perform services for, the Issuer and/or its affiliates
in the ordinary course of business.

In addition, in the ordinary course of their business activities, the Joint Bookrunners and their respective affiliates
might make or hold a broad array of investments and actively trade debt and equity securities (or related derivative securities)
and financial instruments (including bank loans) for their own account and for the accounts of their customers. Such
investments and securities activities might involve securities and/or instruments of the Issuer or its affiliates. The Joint
Bookrunners and their respective affiliates that have a credit relationship with the Issuer might from time to time hedge their
credit exposure to the Issuer consistent with their customary risk management policies. Typically, the Joint Bookrunners or
their respective affiliates would hedge such exposure by entering into transactions that consist of either the purchase of credit
default swaps or the creation of short positions in securities, including potentially the Notes. Any such short positions might
adversely affect future trading prices of an investment in the Notes. The Joint Bookrunners and their respective affiliates might
also make investment recommendations and/or publish or express independent research views in respect of such securities or
financial instruments and might hold, or recommend to clients that they acquire, long and/or short positions in such securities
and instruments.
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