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ORDINARY GENERAL ASSEMBLY MEETING AGENDA DATED 28.03.2019

1. Commencement, constitution of the Meeting Presidency in accordance with the Articles of Association of
the Bank and delegation of authority to the Meeting Presidency for the execution of the minutes of the General
Assembly,

2. Review and discussion of the Annual Report of the Board of Directors and Independent Auditor Reports
regarding the accounts and transactions of the Bank within the year of 2018,

3. Review, discussion and approval of the balance sheet and profit and loss statements of the Bank for the year of
2018,

4. Release of the Members of the Board of Directors,

5. Approval of the Board of Directors’ proposal regarding the determination and apportionment of the profit for
the year 2018,

6. Determination of allowance for the Members of the Board of Directors,

7. Election of the Independent Audit Firm,

8. Approval of the amendments in the 11, 23 and 47t Articles of Association,

9. Approval of the renewed Profit Distribution Policy,

10. Presentation of the information regarding the renewed Disclosure Policy,

11. Presentation of the information regarding the donations made within the year and determination of the
upper limit for donations to be made within the year 2019,

12. Authorization of the Members of the Board of Directors for the transactions depicted in Articles 395 and 396
of the Turkish Commercial Code,

13. Presenting information regarding the transactions within the scope of Article 1.3.6. of the Corporate
Governance Principles of the Capital Markets Board.
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CAPITALS VALUE CREATION

ABOUT THE REPORT

QUALIFICATION, PERIOD AND SCOPE OF THE REPORT

TSKB presents its 2018 performance with its Integrated Annual
Report including January 1 - December 31, 2018 period.

The report is issued on a bank-only basis and excludes the
operations of TSKB affiliates. To note, the Bank does not deliver
any operations abroad. The report only reflects the operations in
Turkey.

CAPITALS APPROACH

TSKB reviews, analyses and reports the update outputs of its
operations, its plans and targets to its stakeholders based on
the “capitals classification” proposed by International Integrated
Reporting Council (IIRC) with an integrated point of view.

CONTENT OF THE REPORT

TSKB’s contribution to the inclusive and sustainable development
is reviewed with its economic, social and environmental
dimensions and analyzed in different parts of the report.

PUBLICATION FORMAT OF THE REPORT

Accessibility of the report by all of the stakeholders is essential
and indispensable for TSKB. Therefore, the report is produced with
an environment-friendly approach and published on-line. The
report can be accessed through Public Disclosure Platform and
www.tskb.com.

GRI 102-46, 102-56

COMPLIANCE TO THE REGULATORY FRAMEWORK

This report is prepared in compliance with the International
Integrated Reporting Framework recommended by IIRC and

Core Option of GRI Reporting Guidelines published by Global
Reporting Initiative. Content of the report is compiled in
accordance with the content determination methods described in
GRI standards, mainly with materiality analysis.

Performance disclosures are presented mainly in the context of
“GRI Standards” indicators, while progress reporting principles of
United Nations Global Compact with which TSKB committed in
2010 are taken into consideration.

2018 Integrated Annual Report of TSKB, a Borsa Istanbul listed
company, is in compliance with the minimum annual reporting
requirements of Banking Regulation and Supervision Agency
(BRSA) and Capital Markets Board (CMB) legal frameworks.

AUDIT OF THE REPORT

TSKB 2018 Integrated Annual Report including independent
audit reports were audited audit by Gliney Bagimsiz Denetim

ve SMMM A.S. (Ernst&Young, EY). It was also subject to limited
assurance audit by EY with respect to non-financial information.
Furthermore, TSKB takes audit service from BSI under 1ISO14001
certification for its Sustainable Management System and under
I1SO 14064 certification regarding the calculation and verification
of greenhouse gas emissions from its operations.
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CORPORATE PROFILE

TSKB was established in 1950 in Istanbul as Turkey’s first private
development and investment bank with the support of the
World Bank, the Central Bank of Turkey and the shareholding of
commercial banks.

The bank operates in three main fields, namely Corporate
Banking, Investment Banking and Advisory Services. TSKB has its
headquarters in Istanbul with two branches In Ankara and Izmir.

Extending medium and long-term loans for financing investment
projects, TSKB's loans have a concentration on production

and services sectors. TSKB not only extends direct loans to
finance the investments of private sector organizations but also
supports SMEs and exporters with indirect loans through leasing
companies, commercial banks and participation banks within the
scope of wholesale banking (APEX banking).

TSKB offers investment-banking services at international
standards, with its services designed in accordance with the needs
of its customers. The Bank is distinguished by its experience in
development banking and submitting value-added solutions to
its customers with its qualified team in advisory services.

Due to its development and investment bank-status, TSKB does
not collect deposits and meets its need for medium and long-term
funds through the funds it obtains from national, regional and
supranational financial institutions and bond issues.

TSKB'’S AFFILIATES
Yatirim Finansman Securities
TSKB Real Estate Appraisal

TSKB Real Estate Investment Trust

TSKB Sustainability Consultancy (Escarus)

TSKB GRI 102-5, 102-6, 102-7, 102-9
2018 INTEGRATED
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TSKB’S SHAREHOLDING STRUCTURE (%)

TSKB stock is traded on BIST Stars under the ticker “TSKB” with a free float ratio of

38.6%. TSKB's registered capital ceiling is TL 4,500 million whereas its paid-in capital is

TL 2,800 million as of 2018 year-end.

The shareholdings of the Bank’s Board Members, Auditors, Chief Executive
Officer and Executive Vice Presidents are negligible.

TSKB IN NUMBERS

TL 38.3 billion

Asset size

13t bank

Rank in the sector in terms of asset size

567

Total number of employees with its affiliates

isbank 1150.92
Free Float and Other W 40.70
Vakifbank m8.38

MISSION, VISION, AND VALUES

OUR MISSION

Is to focus on creating value for
the inclusive and sustainable
development of our country
through the financing and advisory
solutions powered by our experience
in development and investment
banking as well as the visionary
approach and well-established

international collaboration
initiatives we maintain.

OURVALUES
PIONEERING

« We create long-term value for customers, society and the
future of our country, using a visionary perspective and
innovative services as leverage.

« We keep a close eye on international banking practices and
lead our sector as a pioneer.

HUMAN-FOCUSED

« With a human-oriented approach for a qualified economic
growth, we contribute to employment, equal opportunities
and social development through inclusive banking
solutions.

« We make business decisions together based on collective
intelligence.

» We value team success over individual success.

« We work in harmony both within the Bank and with the
organizations we cooperate.

« We never discriminate among our employees.

« We protect the rights of employees and ensure they always
have equal opportunities.

« We contribute to employees’ professional and personal
development and encourage them to take the initiative.

GRI 102-16

OURVISION

Is to be the business partner that
stakeholders consult and prefer
as the first choice towards the
economic, environmental and

social development of Turkey.

SOLUTION-ORIENTED

« We produce flexible, fast and efficient solutions in order to
optimally meet our customers’ expectations and needs.

« We are utterly prudent about the quality of the work we do
and resolute in fulfilling commitments.

« Knowing that we are the leaders in our job, we take
responsibility and act timely and swiftly at each stage
without need for any prior guidance.

RELIABLE & RESPECTFUL

« We build trustful and respectful relations with all our
stakeholders.

« We never compromise on a fair, accountable, transparent
and ethical banking approach, and the contemporary rules
of corporate governance.

» We create value for sustainable development through
an environment-friendly banking approach, and take
responsibility to leave future generations a world to live in.
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TSKB'S PORTFOLIO OF PRODUCTS
AND SERVICES

N
CORPORATE BANKING '-I

LOAN PRODUCTS THAT
CONTRIBUTE TO THE TURKISH
ECONOMY AND LABOR FORCE

Corporate Loans

+ Industrial Investments

- Energy and resource efficiency

+ Environmental investments,
renewable energy

+ Women's employment

+ Occupational health and safety

+ Sustainable tourism

+ Health and education investments

+ R&D and innovation

Project Finance

+ Electricity generation and
distribution

+ Hotels, shopping malls and
commercial real estate

+ Logistics

- Transportation/Infrastructure

+ Public-Private Partnership Projects

» Mergers & Acquisitions

Other Loan Products

+ Wholesale banking

+ SME Finance

» Export Finance

- Foreign trade finance

+ Country (ECA) loans

- Working capital finance
« Financial leasing

[ ]
INVESTMENT BANKING rlll\l
N\

PRODUCTS AND SERVICES THAT
SUPPORT CLIENTS’ ASSETS
IMPROVEMENT

Corporate Finance

Advisory and intermediary services
for equity IPOs

Intermediary services for bond
issues

Mergers & Acquisitions

Asset sale and purchasing
Privatization Advisory

Capital Markets "

Brokerage services for stock trading
Fixed income securities brokerage
Forex transactions

Warrant transactions

Repo transactions

Foreign derivative transactions
Forex and leveraged transactions
Lending for share trading

Portfolio management

Investment Advisory

Derivatives

Forwards
Options
Caps&Floors
Swaptions
SWAP transactions
Forex
Interest rate
- Cross currency

CONSULTANCY i.é'i

TAILOR-MADE PRODUCTS AND
SERVICES THAT ADD VALUE TO THE
CLIENTS’ OPERATIONS

Strategic Finance Consultancy

« Company, brand and license
appraisal

- Valuation and feasibility analysis

« Financial restructuring

« Strategic roadmaps

« Sector analysis

- Project finance consultancy

Real Estate Appraisal *

- Real estate appraisal

« Machinery and equipment
appraisal

«+ Bidding consultancy

+ The highest and best-use analyses

« Collateral appraisal

« Feasibility and project monitoring

« Sector analysis and market research
reports

+ Green building analysis

- Urban transformation consultancy

« Concept development consultancy

Sustainability and Environment”

« Sustainability management,
environmental and social impact
assessment

«+ Technical consultancy

« Climate change management

« Carbon consultancy

+ Environmental and social risk

+ Management

- Investment monitoring for financial

« Institutions

« Renewable energy consultancy

“TSKB provides part of its services in investment banking and consultancy services in cooperation with its affiliates, Yatinm Finansman Securities, TSKB Real Estate Appraisal and

TSKB Sustainability Consultancy-Escarus.

TSKB GRI102-2
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KEY PERFORMANCE INDICATORS AND RATIOS

KEY INDICATORS (TL million) 2014 2015 2016 2017 2018
Total Assets 15,701 20,735 24,002 28,910 38,298
Loan Portfolio (Gross) 11,040 13,735 17,371 22,344 28,226
Shareholders’ Equity 2,288 2,489 2,928 3,535 4,719
Net Profit 369 407 476 596 661
FINANCIAL RATIOS (%) 2014 2015 2016 2017 2018
Average Return on Equity 17.7 17.0 17.6 18.4 16.0
Average Return on Assets 2.6 2.2 2.1 23 2.0
Capital Adequacy Ratio 18.1 14.9 14.3 17.1 16.2

TOTAL ASSETS (TL million)

38,298
28,910
24,002
2016 2017 2018
SHAREHOLDERS' EQUITY (TL million)
4,719
3,535
2,928 I
2016 2017 2018
ASSETS COMPOSITION (%)
22
74

25 20
77
72

2016 2017

GRI 102-7

2018
Loans i Liquid Assets M Other

LOAN PORTFOLIO (Gross, TL million)

28,226
22,344
17,371
2016 2017 2018
NON-PERFORMING LOANS RATIO (%)
2.1
0.3 0.2 .
2016 2017 2018

BREAKDOWN OF REVENUES (%)

5 5 4
94 94 95

2016 2017 2018
Net Interest Revenue i Other Revenue B Net Commissions
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CORPORATE GOVERNANCE ASSURANCES

Founded with the mission of supporting the

development of Turkey’s private sector, TSKB

has achieved several significant breakthroughs
in development and investment banking. These include securing
medium- and long-term loans, providing technical support to
project sponsors, and conducting preliminary actions for the
formation of the capital market in Turkey. During the same period,
TSKB was the only bank capable of supplying foreign currency
loans needed to finance imports. It was also the only organization
handling cash sales of foreign currencies released under the
Marshall Plan.

TSKB introduced many innovative practices

throughout the 1960s. The Bank issued,

underwrote and guaranteed company bonds
and carried out its first initial public offerings of shares from its
own portfolio of holdings.

Moreover, TSKB became the first Turkish company to be audited
by an internationally recognized independent auditing firm, thus
spearheading an approach to transparency and accountability in
capital markets. TSKB provided investment financing for Turkey’s
leading manufacturing facilities as well as financial support for the
domestic production of numerous products. These included the
first Turkish-made buses and automobiles, automotive tires, LPG
canisters, high-voltage cables, batteries, cardboard, plastics and
acrylic fibers.

In this decade, TSKB began to focus on private

sector investments in Turkey’s developing

regions. The Bank took an important step in
diversifying its funding resources and obtained the first medium-
term syndicated loan from the European market. The Bank also
carried out the first issuance of its own long-term bonds during
this period. Additionally, TSKB began to provide comprehensive
research services for the manufacturing and services sectors.

TSKB continued to provide funding to the

private sector, though in a more rapid and

effective manner. During this period, TSKB
embarked on highly important ventures in international
relations. For example, it successfully issued a series of “Samurai
bonds”in the Japanese capital markets, further bolstering its
brand reputation in international markets. Establishing close
cooperation with European and Japanese financial institutions,
TSKB significantly increased its funding resources. TSKB also
played an active role in the preparation of Turkey’s Privatization
Master Plan and served as an advisor for the privatization of the
state-owned cement plants.

TSKB
2018 INTEGRATED
ANNUAL REPORT

SUSTAINABILITY GOALS

FINANCIAL STATEMENTS AND NOTES

TSKB further expanded its investment banking

business while continuing to develop and

diversify its cooperation with international banks.
TSKB signed long-term foreign currency and interest rate swap
agreements with international financial institutions. It also provided
consultancy services to the European Bank for Reconstruction and
Development (EBRD) in Uzbekistan. In addition, the 1990s was a
period of successful initial public offerings for TSKB. Leading the
establishment of over-the-counter bond and securities markets, the
Bank became even more active after the Istanbul Stock Exchange
was established, further solidified its leadership position in capital
markets.

TSKB continued working to develop and

diversify its international funding resources.

During this period, the Bank successfully tapped
into international syndication and murabaha markets for the
first time. TSKB also began to provide an increasing volume of
resources to SMEs through indirect funding in collaboration
with commercial banks and leasing companies as part of
“APEX Banking” operations. As the concept of sustainability
gained prominence globally, TSKB started to design its business
processes with a sustainable approach. TSKB became the first
Turkish bank to receive ISO 14001 Environmental Management
System certification; it also started to offer “environment
themed” loans. During this decade, the Bank laid the
groundwork for its social responsibility projects that aimed to
raise public awareness about environmental sustainability.

For three years in a row, TSKB won first prize for the Eastern
Europe Region at the “Sustainable Banking Awards” program,
organized jointly by the Financial Times (FT) and the
International Finance Corporation (IFC). In addition, TSKB
became Turkey'’s first carbon-neutral bank. TSKB closely
followed and monitored sustainability efforts across the globe.
Consequently, it became a member of the United Nations
Environment Program Finance Initiative (UNEP Fl) and publicly
announced its commitment to the UN Global Compact.

TSKB began to focus on renewable energy and

energy efficiency projects in the 2010s. TSKB

has played a leading role in combatting climate
change and meeting Turkey'’s ever-increasing demand for
energy.

After the 2008 global financial crisis, interest rates fell sharply
across the world, creating a need for new banking products and
services. Thanks to its vast experience in this area, TSKB began
to provide clients an array of new, competitive investment

instruments, such as capital-protected and guaranteed products.

Meanwhile, the Bank continued to add value for its stakeholders

> emn
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Supporting by the Turkish private sector since its establishment in 1950, TSKB continues to

create value for the national economy.

by taking on key roles in Turkey’s electricity distribution
privatizations, asset purchase & sale financing, acquisition
financing, bond issues, and public offerings. During this time,
TSKB introduced new types of loans under the themes of
sustainable tourism and resource efficiency. The Bank continued
its achievements for resource diversification via Eurobond issues.

Undertaking ongoing initiatives and improvements to ensure
full compliance with all applicable international laws and
regulations, TSKB is one of three companies to have received
awards from the Corporate Governance Association of Turkey
(TKYD) every year since 2011 under the Corporate Governance
Awards. To date, TSKB has won three first place, two second
place, and one third place prizes.

After Long-Term Investors Club (LTIC), TSKB took its place
in European Long-Term Investors Association (ELTI) and
International Development Finance Club (IDFC) as the only
member from Turkey. In 2015, the Bank signed the Climate
Change Summit (COP21) declaration of ELTI and IDFC for
transition to low-carbon economy.

TSKB became a constituent of the BIST Sustainability Index,
which is composed of companies listed on Borsa Istanbul
and perform well in terms of sustainability. TSKB shares were
included in the FTSE4Good Emerging Markets Index by
December 2016.

In 2016, TSKB takes a major step in social inclusion obtaining a
special resource to finance investments on occupational health
and safety in Turkey in addition to the investments by firms that
observe gender equality in working environment and support
women'’s employment.

Reinforcing its leading position in sustainability, TSKB becomes
the first Turkish bank to issue a “Green/Sustainable Bond” on
international markets in 2016. Encouraged by the interest shown
in this issuance, TSKB breaks a new global ground and issues a
Subordinated Sustainable Bond.

Having published the first GRI-approved Sustainability Report
in the banking sector, TSKB transposes its trailblazing approach
in sustainability to reporting and publishes the first Integrated
Report in the private sector in 2017.

Based on its experience in sustainable development, TSKB
engages in a key project in 2017 and cooperates with Escarus,

a TSKB subsidiary, to coordinate the Turkish Ministry of
Development project called “Due Diligence for Turkey Under the
UN Sustainable Development Goals".

Adding women empowerment, TSKB opened a new chapter in
its social responsibility projects which have been implemented
since 2000s. TSKB takes key steps to empower the women
employees of tomorrow in terms of education and equal
opportunities.

® TSKBIN 2018 I

In 2018, TSKB secures the largest loan ever in its
history. The loan agreement worth USD 400 million
signed with the International Bank for
Reconstruction and Development (IBRD), a World
Bank Group institution, under the Inclusive Access
to Finance Project accelerates TSKB's efforts on
inclusive finance, a new item added to the Bank’s
mission.

In 2018, TSKB breaks another new ground. The
Bank becomes the first financial institution

to secure funds from the Asian Infrastructure
Investment Bank (AlIB) for lending to private sector
companies. This fund will be used to extend more
loans to renewable energy, energy efficiency,
transportation, energy transmission, waste

water management and telecommunications
investments by the private sector throughout
Turkey.

The Bank defines its advisory solutions as “products
of collective wisdom” and uses them to offer a
wide-range of value-added services to the business
world and investors. TSKB successfully completes
63 consultancy projects in more than 20 sectors in
2018.
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® 1950s I ® 1980s I

Provide project sponsors with technical advisory services

Provide private sector projects with medium and long-term
finance

® 1960s l

Underwrite and guarantee corporate bond issues

Offer its mature bonds from its investment portfolio to
public

Issue its own long-term bonds

Have its records audited by an independent audit company

® 1970s l

Promote private investment incentive in under-developed
regions

Mobilize funds through medium-term syndicated loans from
European markets

Undertake major sector research services for manufacturing
and service sectors

TSKB
2018 INTEGRATED
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Issue its own bonds in international capital markets
Conduct manufacturer surveys among various sectors

Extend export insurance loans secured from European and
Japanese financial institutions

Offer advisory services in textile and other sectors in
cooperation with international advisors

Offer advisory services for the privatization of public cement
factories

Issue its short-term bonds as well as guarantee and market
those of its clients

Prepare Turkey’s first privatization master plan
Realize the first public offering as an underwriter

Intermediary in the investment of Islamic Development Bank
funds in companies as shareholders

® 1990s l

Sign long-term foreign currency and interest swap
agreements with international banks

Provide floating-rate medium-term Turkish Lira loans to the
banking sector

Provide consulting services for EBRD in Uzbekistan

Management of a Risk Capital Fund provided by the
European Investment Bank

Undertake a voluntary “Risk Management Review”
supported by World Bank

TSKB, established for the development of Turkish private sector, paved the way for innovative

and sustainable banking.

® 2000s l ® 2010s l

Extend a credit line specifically for a“sustainable
environment”

First bank to establish a real estate appraisal company
approved by Capital Markets Board of Turkey

Provide secretariat services to the Istanbul Approach
Develop a risk-based loan pricing model

First Turkish bank to receive a loan from the French
Development Agency

First and only Turkish bank to become a shareholder of
European Investment Fund (EIF)

First Turkish bank having ISO14001 Certificate

First Turkish bank to calculate and remove its carbon
footprint

First and only Turkish bank which was awarded “Sustainable
Bank of the Year of Eastern Europe Region”in 3 consecutive
years between 2008-2010 in the event organized by
Financial Times and International Finance Corporation

First web portal designed under environment and
sustainability themes

UNEP Fl and Global Compact membership

First and only Turkish development and investment bank to
be granted a membership in Long-Term Investors’ Club (LTIC)

First and only Turkish bank as a supervisor member in
European Long-Term Investors Association (ELTI)

Issue 16 thematic mutual funds between 2009 and 2012

Secure the first EBRD loan which aims to finance SME
projects for the agricultural industry in Turkey

First Turkish Bank to be qualified for ISO14064-1 Greenhouse
Gas Verification Certificate

Restricted mudaraba loan facility with Islamic Development
Bank to finance renewable energy and energy efficiency
projects

Become the founder member of International Development
Finance Club (IDFC)

First loan agreement with KfW without any government
guarantee

The first A+ level Sustainability Report approved by GRI
(Global Reporting Initiative) in the sector

The “first carbon-neutral concert” within the scope of the
IKSV Istanbul Music Festival

Support for IDFC (International Development Finance Club)’s
climate pledge

Assistance for ELTI (European Long-Term Investors
Association)’s transition to low carbon economy pledge

Establishment of TSKB Sustainability Committee

Eliminating individual carbon footprints of corporate
stakeholders

First green/sustainable bond of Turkey
The world’s first “Subordinated Sustainable Bond”

First financial institution securing loan facility from Asian
Infrastructure Investment Bank (AlIB) targeting private
sector investments

The first Integrated Report in Turkish private sector

Scholarship fund “Empower Through Education” for women
employees of future

Music education support project “Woman Stars of
Tomorrow”

TSKB
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@ BANKING AWARDS
L))

Project Finance Deal of the Year (2018)
Bonds&Loans Turkey

M&A/Acquisition Finance Deal of the Year
(2018)
Bonds&Loans Turkey

Structured Loan Deal of the Year (2018)
Bonds&Loans Turkey

Natural Resources Finance Deal of the Year
(2018)
Bonds&Loans Turkey

Syndicated Loan Deal of the Year (2018)
Bonds&Loans Turkey

Bond Deal of the Year (2018)
Bonds&Loans Turkey

Best Syndicated Loan in Central and
Eastern Europe Tredas (2017)
EMEA Finance

Best Syndicated Loan in Central and
Eastern Europe Aksa Natural Gas
Distribution And Kazanci Holding (2017)
EMEA Finance

Best Infrastructure Deal Galataport (2017)
EMEA Finance

Best Privatization Deal in the Middle East
and Africa Galataport (2017)
EMEA Finance

Financial Institutions Financing Deal of the
Year (2017)
Bonds&Loans Turkey

TSKB
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Infrastructure Finance Deal of the Year
(2017)
Bonds&Loans Turkey

Syndicated Loan Deal of the Year (2017)
Bonds&Loans Turkey

Transport Finance Deal of the Year (Runner-
Up) (2017)
Bonds&Loans Turkey

Best Infrastructure Project Kizildere 3
Geothermal (2016)
EMEA Finance

Best National Resource Project Finance
Yenikody Kemerkdy (2015)
Bonds, Loans & Sukuk Turkey

Best-Structured Finance Project/Etlik PPP
(2015)
Bonds, Loans & Sukuk Turkey

Best Energy Infrastructure Deal in Europe
(2011)
Euromoney

Best Hydroelectric Project in Europe (2011)
Euromoney

Best Equity House (2011)
EMEA Finance

Best Clean Technology and New Energy
Investor (2011)
The New Economy Magazine

Best Solution Partner in Wind Power in
Turkey (2011)
TIREC

European Geothermal Deal of the Year
(2008)
Euromoney

Infrastructure Deal of the Year (2008)
PFI

Project Finance Deal of the Year (2008)
Euromoney

Best Corporate Merger and Acquisition
(2005)
Euromoney

Best Local Business Partner (2004)
Euromoney

Best Investment Bank in Turkey (1997,
1998, 1999)
Euromoney

Highest Rating Given To a Bank -
Developing Countries Category (1998)
Thomson Bankwatch

Best Research Institution in Turkey (1997)
Emerging Markets Investor Magazine

TSKB’s role and strategy in several areas attract attention as a model and get awarded.

Best Green Bond in Central and Eastern
Europe (2017)

Structured Finance Deal of the Year
(Winner) (2017)

International Bond Deal of the Year (2017)

Sustainable Bond Issuance of the Year
(2016)

@ CORPORATE GOVERNANCE
AW\ AWARDS

Women Empowered Boards Special Award
(2018)

Sabanc University Corporate
Governance Forum

Green/Sustainable Bond Issuance of the
Year (2016)

Low Carbon Hero (2016)

Low Carbon Hero (2015)

Climate Disclosure Leadership (2015)

Climate Change Leadership (2013)

One of the Top Three Banks in Sustainable
Banking in Europe
(2011, 2013)

Bronze Award -Sustainability Report
Category (2012)

Supporter of Sustainable Eco-Friendly
Products and Practices (2010)

Sustainable Bank of the Year in Eastern
Europe
(2008, 2009, 2010)

Company with the Second Highest
Corporate Governance Rating Score (2015)
Turkey Corporate Governance
Association (TKYD)

Highest Score in Multi-Stakeholder
Approach For Transparency in Corporate
Reporting (2015)

Transparency International Turkey

Company with the Highest Corporate
Governance Rating Score (2011, 2013,
2014)

Turkey Corporate Governance
Association (TKYD)
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ECONOMIC DEVELOPMENTS

In 2018, the global economy grew by 3.7% to repeat the growth in
2017, the year for which the IMF estimated the biggest growth in
the last 6 years. Despite the intentional slowdown in the growth
of the Chinese economy by state policies and a weak growth in
developing countries, global growth remained the same, thanks
to the growth in developed countries maintaining its strength.
This proves the fact that there is a shift of balance in global
economic growth.

Itis estimated that the global economy will grow by 3.5% in 2019.
Such estimation by the IMF points out to a 0.4-point downward
revision compared to that announced at beginning of 2018. For
2019, it is projected that trade wars will slow down the growth

in the U.S. economy, the recession in the Chinese economy will
continue, and the liquidity support by the European Central Bank
will continue in consideration of the concerns for a lower growth
in Eurozone.
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Although global growth was strong in 2018, recent developments
point to the challenges in sustainability of this strength. Such
developments can be specified as, tightening measures in
monetary policies, trade wars, increased geopolitical risks and
weaker capital flows into developing countries.

Most of the steps regarding global policy rates in 2018 were rate
hikes. In 2018, the Federal Reserve (Fed) hiked interest rates at
every other meetings, raising the policy rate from 1.25-1.50% to
2.25-2.50% gradually. The European Central Bank did not change
interest rates but reduced monthly bond purchases from EUR

30 billion to EUR 15 billion as of September and subsequently
terminated the program at year-end. The Bank of England hiked
the policy rate by 0.25 points despite the uncertainties regarding
Brexit. Similar to the Fed, the Bank of Canada hiked policy rate 3
times by 0.25 points each. In 2018, the Swedish Central Bank hiked
the interest rates for the first time since 2011.

The U.S. emerged as the main player in major economic
developments in 2018.The U.S. announcement in March that

it would start imposing countervailing duties on import steel
products triggered a series of duty steps which would remain
the top item on the agenda for the remainder of the year and
have impact on the global growth expectations for 2019. During
the G20 leaders summit in Argentina on November 30, 2018, the
USA and China declared a 90-day truce and suspended recent
additional tariffs, albeit temporarily. Possible new steps in trade
wars will occupy a key position on the global economic agenda
in the first quarter of 2019. Another step by the U.S. was its
withdrawal from the nuclear treaty of 2016 signed between the
five permanent members of the UN and Iran.

It is estimated that the growth in global economy will decelerate to 3.5% for 2019.

Capital flows into emerging markets that have balance of
payments issues fluctuated due to country-specific political
problems as well as the shrinking global liquidity and the negative
implications of the trade wars. June and October were marked
with capital outflows, with the annual inflow worth USD 200
billion remaining lower than the USD 246 billion in 2017.

Tightening steps in developed countries and declining capital
inflows led the developing countries hike their policy rates. Brazil
halted the 10-month rate cut period while Mexico, South Korea,
Indonesia and India hiked their rates by 0.50, 0.25, 1.75 and 0.25
points respectively throughout the year.

These developments which are expected to have long-term
impacts on economic indicators, led to market fluctuations in
2018.
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The U.S. stock markets closed the year with a 7% fall, deleting

the 9% rise recorded in the first 9 months of the year. Seen as
monetary policy normalization steps, interest rate hikes led to
increases on bond yields. The 10-year U.S. government bond yield
started the year at 2.41% and rose to 3.20% during 2018 before
declining to 2.69% in the last quarter of the year.

Concerns surrounding global growth started to have impact on
interest rate expectations into 2019. Expectations mainly focus
on the Fed not hiking the rate by more than two times and the
European Central Bank updating the timing of the first hike,
which was planned for 2019 summer, as the second half of 2019.
Fading expectations for tightening steps in developed countries’
monetary policies can be seen as positive news for the emerging
markets. However, such positive impact may not be felt in the
short run due to a potential weakening in the global risk appetite
arising from growth concerns. Markets in developed countries are
expected to recover in the second half of the year.

In 2018, Brent crude fluctuated between USD 55 and USD 86.
Starting the year at USD 66, Brent rose to USD 86, the highest for
the last 4 years, due to the production cuts by OPEC countries,
strong growth expectations, rising geopolitical risks in the
Middle East, production cuts in Venezuela and Canada, and the
expectation that the U.S. would withdraw from Iran nuclear deal.
In the aftermath of these developments, the price per barrel of
Brent crude fell to USD 57 after the OPEC decision to increase
production, coupled with the concerns on the sustainability of
global growth. OPEC countries met in Vienna in the last month
of the year to discuss such developments and decided to reduce
daily production by 1.2 million barrels as of the beginning of 2019.
The price stood at USD 55 at year- end, and the changes in the
price will be a key indicator for economic growth in 2019.
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EXTERNAL FACTORS

The Turkish economy was under the influence of rising in
borrowing costs due to shrinking global liquidity linked to the
normalization steps in the monetary policies of developed
countries and negative geopolitical developments. 2018 emerged
as the year of private sector’s deleveraging for the foreign loans.
Foreign debt stock for the private sector stood at USD 240 billion
at the start of the year but fell to USD 226 billion at 2018 year-end.
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Declining foreign debt and the weakening foreign capital inflow
put pressure on currency exchange rates. Starting the year at
3.77,USD/TL reached 5.28 at year-end, posting an annual 40%
rise. Rising exchange rates increased the inflationary pressure,
due to high dependence on imported inputs in production.
Also the foreign exchange costs of the companies as they had a
considerable level of FX-denominated debts increased. In 2018
annual inflation surged from 11.9% to 20.3%.

There were positive developments in the foreign trade and
current account, due to strong growth outlook in Eurozone in the
first half of 2018, largest export market of Turkey and deployment
of new export markets. Annual foreign trade deficit declined from
USD 77 billion to USD 55 billion, while current account deficit fell
down to USD 28 billion from USD 47 billion.

Growth outlook of the Turkish economy contained downside
risks due to a volatile foreign exchange rate and rising inflation

TSKB
2018 INTEGRATED
ANNUAL REPORT

environment. On an annual basis, growth rate stood at 7.2% in
the first quarter before retreating to 5.3% in the second quarter
and to 1.6%, the lowest of the last 8 q