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FINANMCIAL HIGHLIGHTS

Major Balance Sheet Accounts (TL billior) 2002 2000
Loans, net 3,684,934 4,643 885
Cash and Equivalents 538,712 801 Ba?
Total Assets 4,597,902 4,445 213
Loans Borrowed 2,067,252 2,070,780
Securities Issued 657,891 779,552
Sharehalders' Equity T67 458 801,171
Paid-in Capital &57 Bbd 529 513
Provisions 166,755 118,381
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Major Income Statement Accounts (TL Dillion) 2002 = L -
Intergst Incame 538,549 S04
interest Income on Loans 94,2463 375,738
Interest Expenies [194,952] [25T B52|
Mel Interest Income Ll 1,597 J03 162
OEher Operating INcame L98.L00 154 5171
Obher Dperating Expenses [&02,857] [&06, D04
Mel Incarme 37,140 154 131
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Net Income (TL hilliom

113,447
2,300,673
1112707

88127
396,120
345313

54,108

1143,149]
112,604
153,837
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73,340



OPERATIONAL HIGHLIGHTS

Short-Term Credit Activities (TL billion) 002 2000 e 2000
Total Short-Term Credits 3,267,258 1,150,023 2,095,042
Short-Term TL Export Credits 1,462,112 1,004,133 L
Short-Term FX Export Credits 1,797,206 2,139,708 1,434,121
Credits for Foreign Currency

Earning Services T.580 &, 182 3,204

Medium and Long-Term Credits 127.46 118.0 1251

oo L] HEX e L] HEX
Total Short-Term Credits (TL billian) Madium and LoogTermn Credits (US0 milon)
Insurance Activities (USD million) w2 w00 2000
Short-Term Export Credit Insurance
Total Covered Shipments 2,706 281 2,903
Total Buyer Limil Approvals 2,004 2,157 2368
Claims Paid 2.7 2.2 1.1
Recoveries 0.2 0.1 a1
Medium and Long-Term Export Credit Insurance
Tatal Covered Shipments -
Claims Paid -
Recoveries i.8 Zh 2.

Jun! TN AEET

Total Covered Shipments under
Shoert-Term Export Credit

Insurapce Program

{USD milliond A RORDAT '
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CHAIRMAN'S MESSAGE

The export seclor has become the main engine ol the Turkish economy after the adoption of an
expart-oriented strategy at the baginning of the 1980s. A5 a result, exports showed a steady
increasa gver the years and rose from USD 3 billien in 1980 to USD 35 billion in 2002, Mearwhile,
the share of imdustrial goods in exports has surged from 36 % to 94 % in the last fwo decades,
reflecting the shift from agricultural to industrial goods. Turkey is fargeting USD S0 billion of
exports by the year 2005, In arder to attain this target, we believe that it is essential bo continue
the impiementation of strategles for developing frade with neighboring countries amd for
creating Turkish trademark in international markets by producing high-quality goods.

Currenthy, Turkey exports 12,000 items to 200 dilferent cowntries through its 30,000 exporters,
However, Turkey's exports are concentrated on particular seckars and regions. Textiles/ready-to-
wear, ron & steel, electrical appliances and automative sectors constitute more than half of the
exports. With reqarﬂ 3] I'E'I;|il::-r'hl| destributian, 4550 % of exporls are directed to tll'll'.' 5
countries, namaly Germany, USA, LK, Italy and France, This high level of regional and sectoral
concentration of exports weakens the competitiveness of Turkish goods in international trade.
Besides, competition among trading nations has further intensified with the access of counkries
adopting free market economies to international markets. That's why, applying export promaotion
medswies cansisling of arrangements directed 1o decreasing sectoral and regional dependance
is crucial for achieving the long-run export target of W50 50 billion,

In ordef o phase-oul the sectoral dependence, producing high quality geods and crealing
trademarks are essential. In this context., since 1996, Thrk Eximbank finances the overseas
irvestments of Turkish entrepreneurs for the establishment of shopping malls and chain stores
with the Cwverseas Chain Stores Investment Credit Program, enabling the direct sales of Turkish
Brand consumer goods in inbernational markets, In the fodlowing percd, the scope of this
program will be extended to cover the investments for both establishing Turkish brand names
and promofing Turkish designer goods abroad,

On the other hand, to gradually eliminate the regional dependence, we are working on increasing
@nports to our target countries, parficwlarly o neighboring countries. A5 i85 known, diversitying
export markets s ona of the main missions of export credit agencies. In this context, Tirk
Eximbank has provided credits/quarantees to the Russian Federatlon and the Central amd
Western Asian républics in 4 period when other expor] credil agencies were reluctant bo operate
in this regéon, Thus, as the sole officlal export credit agency, Tdrk Eximbank proved fo be the
main support bahind the Turkish exporters and overseas contractors, @nabling them o emnjoy
significant busziness opportunities, The espariences acquired in this region will guide us in
developing new programs for the ofher nelghboring countries, in another effort o diversify
export markels, we are also continuing our studses on expanding the scope of the axport credil
insurance applications to Include new markets and new programs.

Unfortunately, 2003 will be another difficull year i which serious economic and political
decisions will have to be taken Turkey s targeting USD 40 billlon of exports in 2003, However,
thiz will be & challange, since Turkey will Bave to face many risks arising (rom wncertainkbes
prevailing in the world economy dus to glabal financial and political instability and from events
across our borders, such as the Iraq Crisis. Besides, Turkey's exports will be adversely affected
il the slugagish growth in the economies of our export markets conbinues. In such a critical period,
we will do our best to create the necessary funds in order bo increase the competitive strength
af the Turkish exparlers and overseas antrepreneurs in international markets, They can leel the
full support of Tlrk Eximbank in 2003,

Lu.tnl-h--—l..

Tuncer KAYALAR
hairmasn



CHIEF EXECUTIVE OFFICER'S MESSAGE

In the aftermalth of the deepest economic crisis in Turkay's history, 2002 has beean another year of
great challenges for bath Turkey and Tdrk Eximbank. Following the contraction of 9.4 9% Last year, the
Sonomy Grew by TE % owing mainly Lo the axport seckon Th competitive, customer-orianted eaporl
sector has enfoyed remarkabde achievemants in 2002 and | am proud to say that the USD 30 billion
Benchmark in eaports was excegdied, reaching USD 35 billion,

As Turkey's only official export credit agency, Turk Eximbank proves to be qualified to Tulfill its role of
suppod ting Twrkish exparts, In 2002, we disbursed a total of USD 2.3 billion worth of exporl cradils
Moreover, through the Short-Term Export Credit insurance Program, we provide cover for more than
170 countries and under this program an overall total of USD 2.7 bilion worth of shipments was insured
against palitical and commercial risks in 2002. In shorl, our total support in terms of financing and
pure cover reached USD S billien during the year,

Believing that one of the best ways to build the export sector is to start from the bottom, namaly the
small and medium scale enterprises (SMSES), we extended 36 % of our short-term export credits (o
SMSEs that formed 69 % of our customer base. We are conscious of the dfficulties faced by exporters
in ofdaining letters of guarantee from commercial banks due to the ongoing restructuring process of
Lhe Turkish Danking sysbem. In an allempl 1o sobve Lhis probéerm, we enabled firms, mainly SM5ES, that
met several financialfethical criteria to benefit from our credit facilities with collateral levels bowered
up £o &5 %,

Thie constant concern for diversifying the range of our products and services has ked us (o develop new
products distinct to Tark Eximbank’s aclivities. In this contexl, "Internalional Transportation Markating
Credit Program®, *Credit Program for Foredgn Currency Eamming Services” and "Letier of Guarantes
Prograrmi for Owerseas Contractors” Services® were infroduced in 2002, in an altempl to contribule o
the foreign exchange earnings of Turkey.

As il is known, the international rebes and regulations aiming al phasing-oul subskiBes and Lrade
distortions in the multilateral trading system has become Increasingly binding to all countries. In this
conjunclion, as an active player in the globalsed world, we take special care fo act according 1o these
rulas and regulations set by internaticonal organizations

Wiz fpcus on benaliting from information fechnalagy in all wark processes Lhraughoul Ehe Bank. In this
contest, being & customer-oriented organization, we have established the *Docement Managemsnt
amd Workihow System”, which will enable us to meet the increasing defnands of exporters immediataly,
Within this system, physical documents were transferred inda the digitalized environment. Qur system
platform &5 now capable of managing multipte types of document objects throughout the entire life
cycle incheding document capluring, management, Storags, access, retrieval, exchange and outpul.
With its improved computer hardware and communication infrastructure, Trk Eximbank will realize
niew projpects in the nest stage.

The year 2003, which |5 marked by uncertainties all over the world, the Turkish economy is also facing
varbous risks, In a period where Turkey is in need of foreign funds, | think that the expoet sector will
successfully maintain its foredgn exchange gensrating character, in addition to its stabilizing role in
tirees of contractng somestic demand, Exports have Deen the main sngine of econamic development
since the liberalization of the Turkish economy. | befieve that the export sector, which has tackled with
the megative external effects in the past lew years and has effectively overcome the two crises, will
kg its feading role in econamic development in the challengsng days Lo come. As the main suppoesting
agency of the export sector, we are determined to confinee promoting exports throwgh clopss
coegperation with the exporters and contractors considering the deselopmends in Turkey and in Ehe warkd,

H. ahmed KILICOGLU
Cheef Execudive ORicer
Wice Chakmman
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BOARD OF DIRECTORS AND AUDIT COMMITTEE
[FeonkdTrom lefl ta rights
Qguz SAT ICI/Member of the Board-Tuncer KAYAL AR hairman-H, Ahmot H.lLll;l'_'ll:iLlJ Vice Chairman/CEQ-M. Avdin KarAGZ fember of the Board
BackArom el bo fight)
FEahmet Hl..l'l'":JH.E KSl/Membar of the Board-Frol, D, Arif ESIN/Member of the SAudit Commities-Adnan Ersoy L?LllEl’.E..rHthﬁr @l thie Board
Giner GUCOK/ Member of the Audit Committes-8. Murfian GOVEN/Member of the Board

SEMIOR MAMAGEMENT

{From left to right)
Mecatl YENLARAS/Assistant General Manager-Akey ARKAN/Assistant General Manager
Dsman ASLAN/AStRIanT General Manager-Ertan TANRIYAKLIL Assistant Genaral Manages
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Alm 1o channel the Bank's ressurces

effectively, with a broad vislon, for the
theady Increase of axporls and imprave
nternational competitiveness al Turkist
sxporters by providing them linancing
taciliE|e

g, at appropriale terms and
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Chort-Term Credits (TL bilfign)

General Owverview Tirk Eximbank supports exporters, exporf-oriented
manulaciurers, owirseas nvestors and companies engaged in foraign curmency
Barning services with shorl, mediurm and long-lefm cash and non-cash credil
programs, Morecver, export receivables are discounted in order to increasa
export trade volume and to ease the entry into new and target markets through
the promotion of sales on deferred payment conditions,

The total amount of shorf-term Turkish Lira (TL) and foreign currency credits
provided by Tlrk Eximbank has reached TL 3,267 trillion (LS50 2.2 bilkon) in 2002,
showing @ 4 % Incrgase on TL basls ower the previous year,

In 2002, Tork Eximbank has financially supported & % of Turkey's exports by its
short-term credits. This ratio decreasad slightly compared to 2000 The main
reasons behind this secrease were, the inferruption in he new credit demands
[rom the 20 mlermediary commercial banks thal were transterred 1o the Savings
Deposit nsurance Fund (SOIF) due o the problems in the banking sectar; the

Hagns
L

%1034

L LA

E
s

3950023

065 041

limitations im the intermediation activities of banks for export credits and the T R

diffsculties in obtaining letters of guarantee both duwe to the restructuring of the

banking sector and to the banks™ efforts (o comply with the new legal arrangements, particulary
in the field of risk management and capital adeguacy; the difficulties in production planning faced
by exporters within an unceriain environment marked by early parliamentary elections and tha
likely Irag war.

45 36 of the Lotal credits was proviged in TL and 55 % in foraigh currency.
G4 B of the tolal credits was disbursed via Intermediary commerncial hanks,
In 2002, 2171 companies benefited from Tirk Eximbank's short-term credits.

Companies in priority development regicns and small and medium scalé enterprises (SMSEs) hava
been given priority in afl credit applications. Besides, an additional fund of USD S0 million obtained
from the Unlon of Chambers of Commerce, Industry, Maritime Trade and Commaodity Exchanges
of Turkey (TOBE) was disbursed to 3M5ES in full, As a reswll of these policies, SM5Es have attainad
an almst 36 % ghare in short-term export credits and the amount of credits provided to SM3Es
reached TL 1165 trillkon (USD T8 million). Additionally, &2 % of the lotal companies benefited
from Tlhrk Eximbank’s short-term credit programs were SMSEs, Meanwhile, the support directed
to encourage the model of Sectoral Forelgn Trade Companies formed by SMSEs has been
continued within the framework of vanous credit programs,

In the secioral distribution of the short-term credits, textiles/ready-to-wear/leather Industries had
the largest share with 41 % In 2002

European Unlon counkries were foremaost in the regional distribution of the credits with a share of
Bad %5 In the same year,

Tirk Eximbank has continued to provide a reduction of 4 percentage paints on current interest
rates s&t for shorf-term export credits in TL and 0.5 points for short-term export credits in forelign
currency extended to short=term export credit insurance policy holders,

Mew Arrangemenis and Amendments in 2002, several arrangements were made in the short-
term export credit applications in order to meet the demands of exporters,

= The interest rates charged for export credits were gradually reduced considering the declining
trend in the cost of funds and in market Interest rates owing to the weakening effects of the
BOCNOMIC Crisis experienced in 200,

st reeoan ()



CREDITS

Interest rates charged for Short-Term TL Export Cradits were decreased by 4 percentage points
on April 1, 2002, In parallel with the general decling in the level of interest rates after the
elections, these rates were decreased further by S percentage points and were determingd in
the range of 34-51 9% on November 19, 2002,

Sirnikarly, Shorl-Term FX Export Credits' interest rates were reduced by 075150 percentage
painis o the range of Libor+0.50 %-Libor+3.75 % on May 1, 2002,

In arder to provide 3 widespread use of short-term foreign currency export credits, the credit
threshold, which defines the limit for lower interest rates, was reduced from US0 500,000 to
USD 200,000 on May 1, 2002, This enables SM3Es to benefit from the facility at lower cosis,
Morecwer, new arrangements are underway to mitigate the difficulties faced by SMSEs in
obtaining letters of guarantee from commercial banks and (o ease their accession to Tork
Eximbank's financing faciities,

Sectoral Distribution af = Condidering the demands lram the axport sector, the dvailabifity of

Short-Term Credits the Bank's funds and the market rates, the company limits for the

Performance Related TL Export Credits and Pré-Shipment TL Export

TratineuRasay-to-Waal samer 4% Credits were increased from TL 1.5 Erillion to TL 3 trilion o June 24,
pEgee | 2002 and October 28, 2002, raspactively.

e * Under the Forelgn Trade Companies (F TC) Short-Term Export Credits

Moty Procucls 7% —

brre £ Bhesi 11—

Tl g i ieall e Lonnlols Prod, i

Eachmerp Decirical Appllscrm 1% —l'

Program, the company limits, which had previously been determinged
an TL and forelgn currency basis, started to be determined in U5
Dollars on March 12, 2002

® LUnder the Performance Related Foreign Currency and Turkish Lics
Exporl Credil Programs, the implamentation of lower collaberal
levels, which is indexed bo high export performance of the
companies that meet the several financialfethical criteria, was re-
defined in crder to enable SMSES to benefit more from Ehis credit facility, Accarding Lo the naw
arrangement, all companies, which meet the financialfethical criteria, sustain a stable export
performance and have an adequate level of basic financial ratios (debtfequity ratio and current
ratic), can benafit from reduced levels of collaterals after Juna 24, 2002,

in order to meet the financing needs of infernational shipgdng companies registered to Turkish
Ship Register, with freight revenue of more than USD 1,000,000 in the previous year, the
international Transportatbon Marketing Credlf Program (Shipping) was Introduced on February
T, 2002,

The Intermational Transportaticn Marketing Cradil Progeam (Road Transporlation), which was
introduced in TL on December 3, 2000, started to be extended also in foreign currency rom
February 7. 2002 onvards,

Withim the framework of the arrangements made on September 16, 2002, the company limits
under the International Tramsportabion Marketing Credit Program were Increased from
UsD 00,000 to WSD 500000 for the road transportation and from USD 500,000 to
USO 1,000,000 for shipping. Additionally, the maximum maturity was extended from 180 days
to 360 days.

On the other hand, internaticnal shipping companies, which are resident in Turkey buf provide
services via rented ships flying foreign flags. have also become ellgible under this program,

New arrangements have been made Lo facilitate the fulfiliment of expor] commitments.

Shart-Term Export Credits Tirk Eximbank extends short-term export credits to exporters and
export-oriented manufacturers to meet their financing needs especially at the pre-shipment stage,

B s cnumen
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These cradits are extended in Turkish Lira or in foresgn currency either directly by TOrk Eximbank
or indirectly via intermediation of selected Turkish commercial banks.

1. Credins Extended via Commercial Banks

The Pre-Shipment Expart Credits are short-term credit facilities covering all sectors and providing
financial supgport to exparters starting from the early stages of production. Credits are extended
gither in TL or in foreign currency umder this program,

Through Pre-Shipment Turkish Lira Export Credits (PSEC-TL), TL 8573 trillion (USD 576.3
millizn) worth of credits was disbursad in 2002, On TL basis, total credits extended increased by
32 % over the previous year,

Within the framework of 1he Pre-Shipment SMSEs Export Credit Program, a sub-program of the
FSEC-TL program, TL 4754 trilliom (LSD 3153 million} was disbursed in 2002, showing a 46 %

Increase on TL basis over the previous vear. Reolonal Distributian of

Within the framework of the PSEC-Prierity Development Areas Export
Credit Program, which is another sub-program of the PSEC-TL program

ri-Term Credits

Eirpes Linem ik

areas, a 5 percentage points reduction was applied on interest rates for
credit demands up to USD 500,000 In 2002, TL 85.8 trillion (USD 571
milllicn) worth of credits was disbursed under this program.

and s extended to companles located In Turkey's priority development [

Linder the Pre-Shipment Foreign Currency Export Credit Program,
LISD 7979 million {TL 1.212 trillion} was disbursed in 2002,

2, Credits Extended Directly by Trk Eximbonk

Within the Foreign Trade Companies Short-Term Export Credits

Pragram, both TL and lodeign curfency crgdits arg @xtendied to foreign trade corporate companias
and sectoral foreign lrade companies Lhat are granted these fitles by [he Undersacretariat of
Foreign Trade. Under this program, a tokal of TL B15.6 trillion (USD 536.7 million) was disbursed in
2002, Of this amount, TL 4249 trillion (USD 2792 million} was disbursed in TL and USD 2575
millbon (TL 390.7 trillion) in foresgn currency, The total amount of credits disbursed increased by
59 % on TL basis compared ta 2001

LUnder the Performance Related Foreign Currency Credit Program, which s extended fo
exporiers and export-oriented manufacturers with a minimum of USD 500,000 past export
performance, USD 94.4 million (TL 140.8 trillion) worth of credits was disbursed in 2002, Under
the Performance Related Turkish Lira Export Credit Program. TL 1770 trillion (LSO N2 millian)
wiorth of credits was disbursed.

Specific Credit Programs Specific Cradit Fr-;::grams are available for export [ransachons
includimg cartain service ndustries, which cannol be covered wnder the standard credit and
guarantes programs,

The Shoert-Term Expart Credit Discount Program, a posl-shipment finance facility mainly funded
by the Central Bank of Turkey, aims to increase the competitiveness of Turkish exporters in
international markets by enabling them fo sell Turkish goods o deferred payment terms and
eliminating overseas risks thereby encouraging them to enter into new and tanget markets, Under
thes program, the total amount of distuersements reached USD 192 million in 2002,

The Shart-Term Pre-Shipment Rediscount Pragram was put into effect at end-19%9 within the
framenwork ol an additional limit of LUSD 350 million 1o the post-shipment discount Bmil extended
to Tirk Eximbank by the Cenbral Bank of Turkey, In 2002, USE 163 million was disbursed under
this Fimit.

DTt Eurogii Couilyer 59
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CREDITS

The aim of the Overseas Chaln Stores Investment Credit Pregram (s (o support direct sales of
Turkish brand consumer goods in international markets. T overseas investments of Turkish
entrepreneurs for the establishment of shepping malls and chain slores ace linanced under Lhis
program,

The aim of the Letter of Guarantee Program for Ship-Building and Exporting is o support
Turkish dockyards in order to increase their shafes in international markets Under this program,
quarantees are provided for the Turkish companies involved in ship-building and/or the export of
ships in order to obtain pre-financing elther In advance payment or In installments from the buyer,
Within this program, USD 505 thousand worth of letters of quarantee was issued in 2002 and a
total of USD 51 million worth of letters of guarantee has been issued since the beginning of the
prOgram.

Thi aim of the Specific Export Cradit Program is to meeft credit demands, which cannat be
Tulfilled within the standasfd credil programs of Tiek Eximbank. This iz 8 mediom-berm pre-
shipment financing facility provided to manufacturersfespaorters for their overseas projects
generating foreign currencies. The Specific Export Credit Program provides support to
companies, which engage in shipbuliding and factory construction, to manufacturer/exporters
that produce high value-adoed industrial export goods, WIth this program, the export of new
products o new markels is encouraged. Under this program, USD T1 million worth of credils was
disbursed in 2002,

Bridge Financing Program for Oversaas Contractors’ Services, which was introduced in August
1993 with a limit of USD S0 millkan, asms to mitigate the effects of the financial crisis prevailing in
the infernational markets om Turkish conbrachors. This program alse helps to maintain the
competitivensss of Turkish contractors operating in the Russian Federation and in Liya and to
sustain thelr already existing investments in these countries. In the framework of this program, the
request of the International Contractors’ Umion for the extension of maturitses and the e
evaluation of cradit lerms has been re-considered in the light of the ecanomic developments. As
a result, maturities of these credits were extendad by one more vear with Libor+5 % interest rate.
in 1999 tha receivables within the framework of ODAC (Organization for Development of
Admenistrative Centers) werne not covered under Ehis program, since they were being pald by the
il exporl eamings of Libya. Howevesr, on January 30, 2002, upon the reéquest of Turkish
contracting companies and Laking into congideration the oginions af the nternationsl Contractors’
Union and the Ministry of Foreign Affairs, these receivables started to be covered under this
program. U505 milion worth of credits was disbursed in 2002 within this program,

Recantly, due o the problems prevailing in the Turkish banking sector, Turkish confractors have
faced difficulties in providing letters of guarantes for their overseas contracts, since the letiers of
guarantes abtalined from Turkish banks have not been accepted by the foreign buyers/banks,
Upon the request of Turkish contracting companies for the resolution of this problem, the
Coordination Commitles 1or Overseas Contraclons’ Services has assagned Turk Eximiiank on this
zubject. Conseguently, Tlrk Eximbank mtroduced the Letter of Guarantee Program for Overseas
Contracters' Servbces on July 29, 2002 for Turkish contractors fo enable them to sustain their
current share in International markets and encourage them to enter Into new markets.

Credits for Forelgn Currency Earning Services The Tourlsm Marketing Credit Program aims
to provide finance to travel agencies for thelr promotional and marketing activities abroad and
thus contribute to Turkey's balance of payments via increasing tourlsm revenues, A total of TL 2.9
trillicn worth of credits was disbursed within the year,

The International Transportation Marketing Credit Program (Road Transportation) was
introduced in December 2001 with the asm of providing finance to international transportation
companies 1o increase their compaeliliveness and thus contribule o Turkey's Toreign exchange
earnings. Likewisa, givan the 75 % share ol shipping in the transpartation of Turkish export goads,



CREDITS

the International Transportation Marketing Credit Program (Shippingd, was introduced (n
February 002, Within this program, TL 5 trillion (050 3.3 mallignd worthof credits was dishursed
in 2002,

The Credit Program for Foreign Currency Earning Services was introduced on July 19, 2002
with the aim of contributing to Turkey's foreign exchange earnings throwgh finamcing the
tompanies resident in Turkey for both their foreign currency earning services abroad and the
export of services like software projects, consultancy services.

Export Finance Intermadiation Loan (EFIL) The Expert Finance Intermediation Loan (EFIL)
is a cradit line amounting to S0 252 5 million obtained from the World Bank under the guarantea
of the Turkish Government with a maturity of seven years including a three-year grace period.
Under this program, USD 974 milllon worth of credits was disbursed for the financing of export
related investrient and working capital needs of exporters in 2002, A total of USD 220 million
windih of credils was disbursed since the beginfing of the progeam in labe 1999 and BB projacts
weare avaluated,

Islamic Development Bank Backed Credits Tork Eximbank acts as an ntermediany agency for
the Export Financing Scheme of Lhe lsiamic Development Bank (DB in accordance with tha
agreement signed in ¥288 betwsen the two parties. This program entalls financing on buyer credit
basis. Within the recent arrangements made by the IDB, credif facilities are provided to importers
that resige not only In member countries of the Organization of Istamic Conference, but also In
nan-slamic countries for thr imports from Turkey, The 108 has the credil spproval authorization
and the buyer's risk for the lransactions mediated by Tork Eximbank is borne by the D8, In 2002,
credit applications against FOB export commitments of USD 522 millkon were forwarded to the
08, DB approwed LSO 149 millon of the credit applications and the total amownt of
disbursements was realized as USD 9.2 million.

This scheme also enfails a limit amounting to (slamic Binars 192 million (USD 25.6 million)
provided by the IDB, Tirk Eximbank provides export finance for exports directed to any country
withim this lemit, TUrk Eximbank has the credit approval authorizateon and bears the buyer's risk,
LS50 2.4 million worth of credits was disbursed in 2002 under this limil

Basides, hased an the negotiations with the |08, studies have started for the allocation of @ new
limil amounting (o USD 20 million,

I grder to support Turkish exporters’ imports from member and nonrmember countries of the
Organization of slamic Corderence, the imports of raw materials, semi-capital and capital goods
Lo be wsed in the production of eaport goods have been flinanced within the context of the (DB
import Trade Financing Operations (ITFO linel, which is another Bmit provided By the 1IDB Lo
Tirk Eximbank. On November B, 2002, some revisions were made in this credit program, and
EUR % millign worth of credits was made available for exporters.

Risk Assessment and Follow=up of Intermediary Commercial Banks Tirk Eximbank allocates
short-term TL and FX limits for intermediary banks throwsgh a detailed risk evaluation study of
each bank, The evakuation inchides an In-depth analysis of financial data and other factors swch
a5 ownership strocture, scope of activities, efc In this context, TOrk Eximbank revigws risk
assessmants for Lhese banks by apphying inlermationally accepted technigues. In delermining tha
limits, various criteria such as the effective wse of Tork Eximbank credit limits, the propartion of
export credits financed through the commercial bank's own resources efc, are also faken into
account, Besides, the developments in financial markets and the activitles of each bank are
scrulinized and evalualed.
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The objective of the Buyers' Credit and Guarantee Programs is to strengthen the

competitivensss of Turkish exporters amd contractors in the International markets and to
provide a risk-free envirpnment to these companies Im their activities In the markets
perfaining high political and commerclal risks.

Under this pregram, a total of more than USD 21 billion worth of credits has been disbursed
to Turkish contracting firms/exporters doing business in 22 countries since 1989,

Within the framework of the Buyers' Credit and Guarantee Programs, in 2002, USD 44
millizn was allocated for the finamcing of a central pavilion and three hotel removation
projects to be realized in Uzbekistan, During the year, USH 21.3 milllon was disbursed to the
projects realized in the Russian Federation and Belarus.

Tlrk Ezimbank issued T "letters of intent" for the projects that were planped to be
undertaken by Turkish firms in the Russian Federation, &zerbaijan, Tunisia and Turkmenistan,
Besides, the validity of 3 letters of intent, which had been previously issued and expired for
projects planned to be realized in Bulgaria, Pakistan and Syria, was extended.

Debt rescheduling agreements were signed with Kyrgyzstan and Uzbekistan in 2002, In
additiom, the debt rescheduling agreement signed with Georgia in June 20001 became
effective, Besides, procedure to reschedule Tdrk Eximbank's receivables from Pakistan in
accordance with Pakistans debt rescheduling agreement with the Paris Club has been
initiated,

Within the framework of the Buyers' Credit apd Guarantee Programs, the Bank provides
suppart for the waricus projects to be realized in Central and South Asia, Central and Eastern
Ewrcpe, Caucasus, Balkans, and Morth Africa by Turkish contractors and for the export of
capital goods, Under this program, the projects having pricrity for the borrower country,
providing mutual benefit to both cowntries, and improving ecomomic relations between the
two countries are supporied,

At the owtset, the export of goods such as food, medicing, medical equipment, textile
products, automotive products, machinery and eguipment, and obther industrial goods was
financed under this program to mest the urgent needs of these countries. Simce then, the
fimancial support provided by Tlrk Eximbank has shifted towards financing of projects that
contribute to the economic development of these countries and enable Turklsh contractors to
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penatrate these markets, These projects have a great significance, since they contribute
to the transition of these countries' economies fo free market economy and to the
establishment of long-term economic relations between the two parties. Wikthin this
context, Tlrk Eximbank has provided financial support for propects such as medical
centers, industrial plants (electrical household appllances, leather processing, leather
garment, pasta, sugar, textiles, automaotive, efc.), felecommunication, energy,
petrochemicals and construction and renovation of hotels and business centers,

In principle, Tork Eximbank gives priority to the cash-generating projects that are in line
with the internationally accepbed appralsal criteria, However, in 2002, the Bank continued
to suppart infrastructure and prestigious projects that have priority for the borrowing
country, contributing to further development of mubual relations In line with Turkey's
foreign policies and strateqies,

The Bank requires soveraign guarantee as a prerequisite for the financing of swch projects
in order to guarantee the principal and interest repayments, On the other hand. other
kinds of guarantee mechanisms, including the guaranbee of a bank that s deemed as
trustworthy by Tork Eximbank, were evaluated, taking Into account the criteria such as the
country in which the project will be realized, the specifications of the project, the credit
maturity and the credit amount.

in order to start the evaluation process for new projects, the submission of a feasibillty
report elther prepared or approved by independent consultant companies is required from
the applicants.

Tork Eximbank has continued to be in close co-operation with other export credit agencies
and international financlal Institutions during the year in order to extend lts financial
suppork to Turkish overseas companies,



BUYERS' CREDIT AND
GUARANTEE PROGRAMS #

Tiirk Eximbank Buyers' Credit snd Guarantee Programs (USD million)

Countries LCredit Limit Total Disbursements (as of 31.12.2002]
ALBAMIA 15.0 13.%
Export Credit 15.0 13.9
ALGERIA 100.0 79.5
Export Lredit 100.0 790
AZERBAIJAN 2500 1.7
Export Credit T00.0 594
Project Credit 150.0 321
BELARUS 20.0 18.5
Project Credit 0.0 18,5
BOSM|A-HERZEGOVIMA &0.0 -
Project Credit 60.0 -
BULGARIA 50.0 20.%
Export Credit =0.0 209
GEDRGIA 50.0 L1.5
Export Credif 2.0 &1.5
HUNGARY 10,0 0.1
__Expart Credil _10.0 _01
KAZAKHSTAN 240.0 2131
Expart Credit 55T 400
Project Credit 1843 173.1
KYRGYZSTAM 75.0 £8.1
Export Credid J7.5 a5.7
Project Credit 375 12.4
LIBYA 100.0 128.7
_ Project Credit 1000 128.7
MOLDOVA 35.0 15.0
Froject Credit 350 150
HAKHICHEVAMN 20.0 19.4
Expart Credil 20.0 19.4
PAKISTAN 58.3 58.3
__Project Credit 43 _58.3
ROMAMIA 50,0 &£5.7
Expart Credi o0.0 &h.7
RUSSIAN FEDERATION 1,150.0 7987
Expart Credil 8000 5994
Froject Credit 350.0 197.3
SYRIA 15.0 7.0
Export Credit 15.0 7.0
TANKISTAN 50.0 28.0
Expart Credit 50.0 280
TUHNIS1A 40,0 1.9
Expart Credi 40.0 1.9
TURKISH REP. OF HORTHERM CYPRUS a7 .7
Projact Credil 4.7 4.7
TURKMENISTAN 1348 133.0
Expadt Credil a0 75.0
Praject Credit ] 5A.0
UZBEKISTAM 4142 3470
Expart Credil 1250 1244
__ Project Credit 2892 2825
TOTAL _2,341.0 2,132.0
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Alme 1o provede cover Lo Turkish exporters

and overseas contractors against

commearcial and palitlesl risks and 1o

creale a rish-fres environment lor tham.
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Exports Insured Under Shorf-Term
Export Credit Insurance Program
(LIS milliedad

Export recelvables are Imsured against commercial and political risks within

1am

certain limits by means of export credit insurance programs, which ts one of

iLasg

Tlrk Eximbank’s main areas of activity, The additional advantage of the
Pregram stamds as emabling exporters to obtain funding from financial

institutions at favorable terms wia the insurance policles lssued by Tlrk

raes

Eximbank as collateral.

Short-Term Export Credit Insurance Within the scope of the Short-Term
Expaort Credit Insurance Pragram. all shipmants to be made by an exporter
im the duration of one-year palicy period and with payments deferred up to
360 days are insured against commercial and political risks. The Program,
which had been previously compulsory for the beneficlaries of the Pre- i N
Shipment Export Credit Program, has become optional since February 1947,

In accordance with the alm of promoting the Frogram, the policyholders have recelved a
discount on the interest rates of TOrk Eximbank's short-term export credits, during the

period 1997-2002.

Cower was provided for 173 countries by this Program and a total of USD 2.7 billion worth of
shipments were insured in 2002, Premium amounting to USD 10,5 million was collected in the

WA,

Im 2002, textiles/ready-to-wearfleather products were foremest in the sectoral distribution of
gxports insured with a share of 5t % and the Eurgpean Union countries were the leading

miarket with regard to the regional distribution with a share of &0 %%,

In the framework of the Short-Term Export Credit Insurance Program, 8175 new buyers have
been registered during the year in the underwriting archives raising the total number of the

records to 74,455 by the end of the year,

Under the Frogram, USD 2734382 worth of claims was paid out in 2002 arising from
shipments realized to various countries. Of this amouwnt, USD 27781 worth of claims was paid

put for political losses and USD 2 706,601 for commercial lpsses.
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UsD 226 thowsand of the paid claims for commercial losses, was recovered by Tirk
Eximbank in 2002,

Taking into consideration the increasing competition, prembium discount within the range
of 515 % was Iintroduced in the yvear for keeping sustainable demand and minimizing the
insurance costs of exporters. This discount |5 applled to the deserving policyholders in
compliance with their past performance, portfolio quality, etc,

Tirk Eximbank has continued to cede 70 % of the commercial

Sectoral Distribution of Exports Insured
Under Short-Term Expart Credit and political risks borme under the Short-Term Export Credit
s i el qul-am
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Insurance Program to domestic and overseas reinsurers during

l the year 2002,

Medium and Long-Term Export Credit Insurance The
Specific Export Credit Insurance Pregram covers recelvables
arising from exports of capital and seml-capital goods with a

maximum maturity of five-years, under a single sales contract.
The Program provides cover against palitical and commercial
risks both for the pre- and post-shipment stages,

Reglonal Distribution of Exports Insured R et B B QR LR PREGTON WIGHIN) v TIEAON .00
Under Short-Term Export Credit h hedul nit a9 h
Insurance Pragram Hip MEDL RedcEuing Sorenment Sired 1I9%, segdring the
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clalms pald against the losses arising from the shipments to

Algeria, The total recovery has reached USD 17 million over the
Rescheduling Agreement amounting USD 471 milllon, Including
interest, since the effectivenass of the Agreement.

FarEagd 4% ————

Rinrth B cad lapan b

D s cnumen

The Specific Export Credit Insurance Post-Shipment

Polltical Risk Program provides cover against political risks

for medium and long-term exports In the post-shipment stage
only, Additionally, the Specific Expart Credit Insurance Post-Shipment Comprehensive
Risk Program, which is another version of the medium and long-term export credit
insurance faciities of Tdrk Eximbank, provides extended cover against both commercial
and political risks similarty in the post-shipment stage only. Service has been offered for
the Turkish exporters within the scope of both Programs [n which the Central and Western
Aslan markets were targeted, Moreover, in arder to pave the way for the exporters to have
their export recelvables discounted by the commercial banks, tetters of guarantee have
been issued In favor of the mentioned banks during the year,



EXPORT CREDIT
INSURANCE

Other Studies for improving and diversifying the insurance programs have been
continued during the year within the framework of the institutional Strengthening Project
backed by the World Bank.

In addition, under the Short-Term Export Credit Insurance Program, close co-operation
was maintalned with the export creditfinsurance agencles of warious cowntries during
2002, In grder (o enlangs the support given (o Turkish exporters and entrepreneurs.
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Capltal The nominal capital of the Bank was increased to TL 750 trillion in May 2000, The

paid-in capital, which was TL 5295 trillion at the beginning of 2002, Increased to TL &579
trillign as of December 31, 2002, through TL 10 Erillion cash Injection and TL 118.4 trillion

transfer from retained earnings by the Turkish Treasury,

The Bank's BIS capltal adeguacy ratio, which was 30 % in 2001, further improved to 37 %
as af end-2002.

indemnification of Pelitical Risk Losses Loszes incurred by Tirk Eximbank, im its credit,
imsurance and guarantee tramsactions, as a result of political risks, are covered by the
Turkish Treasury. In this context, the Treasury paid USD 48.6 million eguivalent of TL 80
trillion to Tirk Eximbank in 2002, and a total of USD 40.2 million political risk loss was
indemnified via deduction from the paymenkts made by countries in connection with the

receivables followed up on behalf of the Treasury.

Funding from Domestic Markets Almost 65 %% of Tirk Eximbank's short-term foreign
currency dencminated loan portfelio was Tunded through short-term loans raised Tfrom

Turkish commercial banks.

The fund of USD 100 milllon obtained from the Unkon of Chambers of Commerce, Industry,
Marltime Trade and Commodily Exchanges of Turkey (TOBE), was repaid in 2002 To replace
this borrowing in hall in September, USD 50 million was obtained from TOBE by the
isspances of WD 20 millien &-month bank bond and W50 30 milllon one-year bank Dond,

Borrowings from International Markets Through Syndicated Loans The Bank ralsed a
one-year syndicated loan of USD125 million in Gctober,

Borrawings from International Markets Through Bilateral Loans The revolving loan

that was raised from the Black Sea Trade and Development Bank, of which Turkey is a
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founding member, was increased from USD 8.4 million to WSD 20 million in Septembser
S00E,

Project Flnance Under the credit agreement signed with the World Bank in 1955
UED 979 milllon was withdrawn in 2002, in order to meet the medium-term working
capital requirements and to finance the fized capital investments of exporters.

Furthermore, within the framework of the Second Credit Agreement signed with the
Japanese Bank Tor International Cooperation (JBICY in 19559, JPY 2.3 billion {almaost
USD 20 million) was raised from JBIC for Lhe financing of projects in the third countries,
in 2002,

Loan Repayments During the wvear, loans of USD 974 million were repald. OF this
amount, USD 291 million was owed to local banks and USD 683 million (including band
redemption and syndicated loan repayments) to foreign lenders.

Liguidity Management The Bank's liquidity was successfully managed with the
effective use of all money market instruments,

Tirk Eximbank, taking Into account its cash flows and the prevailing conditions in money
and foreign exchange markets, placed its TL and foreign currency extra liguidity in

interbank money markets during 2002,

WMeanwhile, the securities portfolio, which consists of TL Treasury bills, government
bonds and foreign currency denominated bonds issued in international capital markets

by the Turkish Treasury, was used as callateral in interbank money market transactions.

Risk Management During 2002, the Bank continued to implement the strategy of
matching its assets and llabilities in lerms of currency, malurity and interest rates bo the

axtent possible,
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Interest rate and foreign currency risks, stemmed from the use of fised interest-JPY
denominated foans oblained from JBIC to finance variable rate-USD denominated
loans extended under the Buyers” Credit Program, were hedged through an eight-year,
UsSD 45 milllon “cross currency swap® transaction realized with tweo International
banks in December 2002,

Shart-term swap transactiens. and TL/FX and spot FX/FX transactions were carried out
im order to allow exporters to access foreign exchange loans in the desired currency and
the Bank to hedge its foreign currency risk,

Credit Risk Assessment (Rating) As of end-2002, the credit ratings given by
Standard & Poor's and Moody's to Tirk Eximbank were "B-* (stable outlook) and “B1"
inegative outlook) respectively, the same credit ratings with that of the Turkish

Treasury.
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International Relations The Bank's relations with the International Uniocn of Credit and

Investment Insurers (Berne Union) contineed actively in 2002, In this framewaork, with its
increasing performance and role in financing exports, Tdrk Eximbank has contimued to
perform as a member of the Board of Ddrectors of the Unlon,

In 2002 an agreement was signed with Eximbanka 5.R./Slovak Republic, in addition to the
previously signed agreements with the other export credit and Insurance agencies and
international financial institutions such as, US Eximbank/USa, EDC/Canada, COFACE/France,
Hermes/Germany, ONOYBelglum, IFTRIC Israal, Eximbank of China/PRC, MECIB/Malaysia,
HEXI Japan, SEC/ Slovenia, KUKE/Poland, EGFI/iran, ECGEfEgypt, MIGA, ADB and EBRD.
During Ehe year, close co-operation was maintained with these agencies and institutions.

fs & member since April 1958, the Bank's relations with the GECD Export Credits and Credit
Guarantees Group have continued in 2002,

The Bank's relations with the Islamic Corporation for Insurance of Investments and Export
Credits (ICIEC), an affiliate of the 108, have also continued in 2002,

Close co-operation was maintained with export credit agencies to finance joint venture
projects in third countries within the framework of the Bank's creditfguarantes and insurance
Programs.

Within the framework of the "Co-operation Agreement™ signed Im 1999, studies on the
opportunities for co-insurance and reinsurance with the Multilateral Investment Guarantee
Agency (MIGA} continued throughout 2002,

Besides strangthening its relations with forelgn commercial and investment banks in treasury
and funding operations. Tlrk Eximbank maintained close relations with the World Bank, JBIC,
EDC and the Black 523 Trade and Development Bank with respect bo funding raised from
them. in this context, information was exchanged and mutual business opportunities have
been considered during 2002,

Infarmation Systems Development and Implementation amd Electronie Data
Processing One of the indications of being developed is using the information technology in
all work processes in a proper way. Developed countries are rapidly applying the “e-life"
concept im all areas. TOrk Eximbank is also conscious of the fact that in order o become a
well-known brand name and to beat the other rivals in the market, it is essential to increase
productivity by setting proper work processes and fast/proper decision-making. As such, the
Bank gives Impartance to automation. At present, Tlrk Eximbank's operational departments
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recelve computer support from the integrated database for 90 % of their real time wark
processes, The studies on the development and the revision of Management Information
Systems (M15) are still continuing. Considering the importance given to the customers'
satisfaction, ie. the satisfaction of all the establishments, firms and banks that Tork
Eximbank has relations, (Customer Relationship Managementh all new programs also
recelve computer support from the integrated database, thus providing standardization
and consistency. The studies on the second version software development processes,
together with the transition bo paperless envirgnment and implementation of the Decision
Support Systems (D55} are continuing according o the schedule,

Paraliel to the organization, software, hardware and communication requirements,
together with e-banking goals, Tirk Eximbank has continued 6o invest I the Information
technologies extensively, In this context, 0 % of old and insufficient personal computers
hawe been renewed by the procurement of 247 new personal computers and 140 of the old
ones were donated to schools,

With the establishment of the Document Management and Workflow System,
approximately £ millipn pages of physical documents were securely transferred by
scanning Into the digitalized environment, The system platform 5 now capable of
managing multiple types of document objects throughout the entire fife cycle Including
document capturing, management, storage, access, retrieval, exchange and output, The
system has provided users to gain more control over documents. fogether with paper and
space saving, capabllity of more than one persennsl to work on the same document
simultaneously, simple, fast and accurate solutlon development, performance Increase,
cogrdination and execution of workflows in a particular standard and orger. Efficiently
capiuring, managing, processing, storing and distributing decuments enables the Bank to
become more respansive o changing conditions, simultaneocusly improving productivity
and cost competitivensss. The end result s that with the usage of optical character
recognition and content management technologles, the Bank has been able to define work
processes in terms of participants, Inputs, outputs and workflows, and to automatically
direct work tasks and the Information required to perform those tasks throwghout the
organization,

With the recent investments made within the framework of the Warld Bank Organizational
Development Project, the computer hardware and communication infrastructure of the
Bank has been Improved, With new software projects, Tlrk Eximbank will soon be
executing all processes on electronic environment. The bidding processes of Fax
Management, Data Warehouse, Computer Alded Systems Engineering, MIS, Cn-Line
Analytic Processing, D55 and Electronic Data Interchange software projects were
completed and thelr contracts were signed. These projects will be realized by the end of
2003,

Research In order to support the implementation of Tdrk Eximbank's main functions, the
Research Department closely monitors global trends and developments in the Turkish
economy with respect o macro-economic policies, financlal sector and real sector,
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Country reports and follow-up bulietins were prepared and updated during the yvear, for
the countries Imyolved Im Tork Eximbank's credit, guarantee and Insurance programs, In
these reports, the general political and economic situakion, as well as relations with
Turkey, hawe been analyzed, Additionally, "Tlrk Eximbank 2003 Annual Program® was
published. In order to develop new credit programs, activitles of various export credit
agencies were followed-up, Various internal and external bullefins and reports were
prepared on @ regular basis.

Within the framewark of the stabllization program, the export and banking sectors were
closely monitored, while the effects of the new leqislations announced within the scope of
the banking sector restructuring program were considersd at length. Also, studies were
carried out to harmonize the Bank's programs with the amendments in infernational
Norms,

Information The Information Department provides information on buyers for the Export
Credit Insurance transactions of the Insurance Department geared towards evaluating
buyer risk and establishing buyer limlt, Reports on 20795 foreign companies were
collected in 2002, The supply of information from international information agencies via
existing on-line and e-mall connections have continued throughout the year, Additionally,
in an effort to speed up the supply of Information, new on-line connections were set up.

Information stedies and analysis of financlal situation of exporters and contracting
companies that have appiled to Tlrk Eximbank for financing of their cverseas projects
under the Buyers' Credit and Guarantee Programs, Specific Export Credit Insurance
Program, Specific Export Credit Program, Overseas Chaln Stores Investment Credit
Program and Letter of Guarantee Program for Ship-Buliding and Exporting, have
continued during 2002, Moreover, in order o Improve the co-operation between Tirk
Eximbank and foreign export credit insurance agencles, the supply of information an
domestic firms requested by these agencies has continued, Within this framework, credit
reports on 3,206 domestic firms have been prepared and provided,

At the end of 2002, the "Docement Management System" project started to be
Implemented in the Information Department. With this project, the archives of the
department were transierred into the digitalized environment and all new documents are
kept In this environment,

Training and Public Relations Tlrk Eximbank employs a total of 370 personnel, 3 of
whom have a Ph,D. degree, 48 have a post-graduate degree and 200 have a graduate
degree. The number of personnel who can speak at least one foreign language Is 166 and
the awverage age of the personmel is 37.8,

In 2002, 204 participants attended 128 training facilities, 155 participants attended 102 of
thesa tralning facllities including mestings an general economics and managemeant, etc.,,
held by the Banks Association of Turkey, while 32 participants attended 19 programs held
by other organizations, 12 participants attended 2 in-house training programs and 5
participants attendad training programs abroad,
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Dwring 2002, 17 personnel altended 28 foreign trade seminars held by various institutions
in different provinces and made presentations on Térk Eximbank's Credit and Insurance
Programs. Besides, B0 students were accepted (o the trainee programs at the Head Office,
istanbul and izmir branches,

The Public Relations Department maintains a close relationship with the media and
exporters for the promotion of Tork Eximbank, In this context, advertisement and
sponsarship activities were carried out and Tdrk Eximbank was represented In various
seminars and organizations, Beskdes, the publishing and distribution activities of
promational brochures, quarterly bulletins, agenda and annual report were coordinated,

istanbul and izmir Branches Opened in 1994 and 1995 respectively, the istanbul and
izmir branches aim to provide better service fo the dynamic export sector and to carry out
the Foreign Trade Companies Short-Term TL and Foreign Currency Export Credit
Programs, Performance Related Foreign Currency and TL Export Credit Programs and the
Internatlonal Transportation Marketing Credit Program, These branches also provide
information to exporters regarding the Bank's other programs, find solutions to problems
on the spot and convey their suggestions to the Headguarters.

The istanbul branch has 23 employees and the izmir branch has & employees.



