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PROSPECTUS SUPPLEMENT DATED 22 MAY 2018

Yapı ve Kredi Bankası A.Ş.
€1,000,000,000

Global Covered Bond Programme
This Supplement (the “Supplement”) to the Prospectus dated 24 January 2018 (the “Base Prospectus”), 
constitutes a supplement for the purposes of Article 16 of Directive 2003/71/EC (the “Prospectus 
Directive”) and/or the Prospectus (Directive 2003/71/EC) Regulations 2005 (as amended) (the “Prospectus 
Regulations”) as implemented in Ireland by the Prospectus (Directive 2003/71/EC) Regulations 2005 (as 
amended by the Prospectus (Directive 2003/71/EC) Amending Regulations 2012, the “Irish Prospectus 
Regulations”) and is prepared in connection with the €1,000,000,000 Covered Bond Programme (the 
“Programme”) established by Yapı ve Kredi Bankası A.Ş. (the “Issuer”).  Terms defined in the Base 
Prospectus have the same meaning when used in this Supplement.

This Supplement is supplemental to, and should be read in conjunction with the Base Prospectus and any 
other supplements to the Base Prospectus issued by the Issuer.

This Supplement has been approved by the Central Bank of Ireland (the “Central Bank”), as competent 
authority under the Prospectus Directive as a prospectus supplement issued in compliance with the 
Prospectus Directive.  The Central Bank only approves this Supplement as meeting the requirements 
imposed under Irish and EU law pursuant to the Prospectus Directive. 

The Issuer accepts responsibility for the information contained in this Supplement.  To the best of the 
knowledge and belief of the Issuer (which has taken all reasonable care to ensure that such is the case) the 
information contained in this Supplement is in accordance with the facts and does not omit anything likely to 
affect the import of such information.

Purpose of this Supplement

The purpose of this Supplement is to:

(a) incorporate by reference:

(i) the Issuer's 2017 annual audited consolidated and unconsolidated financial statements for the 
year ended 31 December 2017; 

(ii) the Issuer's 2018 Q1 unaudited consolidated and unconsolidated financial statements for the 
three months ended 31 March 2018;

(b) update references to the rating of the Programme; 

(c) update certain risk factors;

(d) update in relation to recent developments; and

(e) provide updated disclosure in relation to IFRS 9.
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Documents incorporated by reference

On 6 February 2018, the Issuer published its consolidated and unconsolidated financial statements and the 
related notes as of and for the year ended 31 December 2017 (“Issuer's 2017 Financial Statements”), and 
on 3 May 2018, the Issuer published its unaudited consolidated and unconsolidated financial statements and 
related notes as of and for the three months ended 31 March 2018 (“Issuer's 2018 Q1 Financial 
Statements”), prepared and presented in accordance with the "Regulation on the Principles and Procedures 
Regarding Banks' Accounting Applications and Safeguarding of Documents" published in the Official 
Gazette No. 26333 dated 1 November 2006 by the Banking Regulation and Supervision Agency of Turkey 
(Bankacılık Düzenleme ve Denetleme Kurumu) (the “BRSA”) which refers to "Turkish Accounting 
Standards" and "Turkish Financial Reporting Standards" issued by the Public Oversight Accounting and 
Auditing Standards Authority (“POA”) and other decrees, notes and explanations related to the accounting 
and financial reporting principles (all “Turkish Accounting Standards” or “TAS”) published by the BRSA, 
which have previously been published and have been filed with the Central Bank, shall be incorporated by 
reference in, and form part of, Base Prospectus:

(a) the convenience translations into English of BRSA consolidated financial statements and related 
notes of the Group as of and for the year ended 31 December 2017 and the audit report of PwC 
thereon, which are published on the Bank's website at:

https://www.yapikredi.com.tr/medium/file/31-december-2017-consolidated-
financials_42455/download 

(b) the convenience translations into English of BRSA unconsolidated financial statements and related 
notes of the Issuer as of and for the year ended 31 December 2017 and the audit report of PwC 
thereon, which are published on the Bank's website at:

https://www.yapikredi.com.tr/medium/file/31-december-2017-unconsolidated-
financials_42454/download

(c) the convenience translations into English of BRSA consolidated financial statements and related 
notes of the Group as of and for the three months ended 31 March 2018 (with 31 March 2017 
comparatives for the statement of income) and the review report of PwC thereon, which are 
published on the Bank's website at:

https://www.yapikredi.com.tr/medium/file/31-march-2018-consolidated-financials_44649/download  

(d) the convenience translations into English of BRSA unconsolidated financial statements and related 
notes of the Issuer as of and for the three months ended 31 March 2018 (with 31 March 2017 
comparatives for the statement of income) and the review report of PwC thereon, which are 
published on the Bank's website at:

https://www.yapikredi.com.tr/medium/file/31-december-2017-consolidated-financials_42455/download
https://www.yapikredi.com.tr/medium/file/31-december-2017-consolidated-financials_42455/download
https://www.yapikredi.com.tr/medium/file/31-december-2017-unconsolidated-financials_42454/download
https://www.yapikredi.com.tr/medium/file/31-december-2017-unconsolidated-financials_42454/download
https://www.yapikredi.com.tr/medium/file/31-march-2018-consolidated-financials_44649/download
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https://www.yapikredi.com.tr/medium/file/31-march-2018-unconsolidated-
financials_44650/download

Rating of the Programme

References to a rating of “A3” on p.(iv) and p.76 of the Base Prospectus shall be read as references to a 
rating of “Baa2”.

The third paragraph of the risk factor on p.11 of the Base Prospectus entitled “The Group’s credit ratings 
may not reflect all risks, and changes to Turkey’s credit ratings may affect the Group’s ability to obtain 
funding and have a negative impact on the Group’s capital adequacy ratio” is hereby deleted in its entirety 
and replaced by the following:

As described under “—Risks Related to Turkey—Political developments in Turkey may have a 
material adverse effect on the Group’s business, financial condition, results of operations and 
prospects—Increased political risks following the coup attempt of July 2016”, Turkey’s sovereign 
debt rating was downgraded by Standard & Poor's on 20 July 2016 followed by a downgrade by 
Moody’s on 23 September 2016 to below investment-grade status, which also led to a downgrade of 
Turkish financial institutions, including the Bank. On 27 January 2017, Standard & Poor’s revised 
the outlook of Turkey from “stable” to “negative” and Fitch downgraded Turkey’s sovereign credit 
rating to sub-investment grade in line with the ratings of Standard & Poor’s and Moody’s. On 17 
March 2017, Moody’s revised the Turkish sovereign’s debt rating outlook to “negative” from 
“stable”. However, on the same day, Moody’s reaffirmed Turkey’s government debt and issuer 
ratings at “Ba1”. Accordingly, on 20 March 2017, Moody’s also revised the Bank’s outlook to 
“negative” from “stable” and affirmed the Bank’s foreign currency long-term debt and local 
currency deposit ratings at Ba1 and foreign currency deposit rating at Ba2 and baseline credit 
assessment at Ba2. On 5 May 2017, S&P confirmed Turkey’s rating and outlook at BB and 
“negative”. On 21 July 2017, Fitch confirmed Turkey’s long term foreign currency rating and 
outlook at BB+ and “stable”. On 7 March 2018, Moody’s downgraded Turkey’s government debt 
and issuer ratings to “Ba2” from “Ba1” and changed the rating outlook to “stable” from “negative”. 
Turkey's sovereign long-term foreign currency debt is currently rated BB+, with a stable outlook, 
and its long-term local currency debt is currently rated BBB-, by Fitch, which is one notch higher 
than Moody’s and two notches higher than S&P’s ratings for Turkey. Therefore, Fitch might follow 
Moody’s and S&P. Following the downgrade of Turkey’s rating by Moody’s, on 9 March 2018, 
Moody’s downgraded the Bank’s long-term foreign currency deposit rating to Ba3 from Ba2 
(constrained by the lower sovereign ceiling at Ba3) and the Bank’s long-term foreign currency senior 
unsecured debt and local currency deposit ratings to Ba2 from Ba1, with negative outlook. On 1 May 
2018, S&P lowered its unsolicited foreign currency long-and short-term sovereign credit ratings on 
Turkey’s sovereign debt rating to “BB-/B” from “BB/B”, and its unsolicited local currency long- and 
short-term sovereign ratings to “BB/B” from “BB+/B”. S&P also raised the outlook from negative to 
stable.

The third sentence of the first paragraph of the risk factor on p.15 of the Base Prospectus entitled “Increased 
political risks following the coup attempt of July 2016” is hereby deleted in its entirety and replaced with 
the following:

On 20 July 2016, after the failed coup attempt, the Turkish President announced, pursuant to Article 
120 of the Turkish Constitution, a nationwide three month state of emergency, which was further 
extended seven times for three months (most recently in April 2018), and is expected to last until 
July 2018, entitling the government to exercise additional powers.

The word “recently” is hereby deleted from the penultimate sentence of the second paragraph of the risk 
factor on p. 15 of the Base Prospectus entitled “Increased political risks following the coup attempt of July 
2016”.

https://www.yapikredi.com.tr/medium/file/31-march-2018-unconsolidated-financials_44650/download
https://www.yapikredi.com.tr/medium/file/31-march-2018-unconsolidated-financials_44650/download
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The final paragraph of the risk factor on p.15 of the Base Prospectus entitled “Increased political risks 
following the coup attempt of July 2016” is hereby deleted in its entirety and replaced with the following:

During July 2016, Moody’s placed Turkey’s sovereign credit rating and the ratings of 17 Turkish 
banks on review for potential downgrade; S&P downgraded Turkey’s sovereign rating and those of 
five Turkish banks; and Fitch changed Turkey’s sovereign rating outlook from “stable” to 
“negative.” Moody’s then downgraded Turkey’s sovereign rating in September 2016. On 4 
November 2016, although S&P affirmed the country’s long-term foreign credit rating at BB, it 
upgraded its outlook for Turkey’s sovereign credit rating to “stable” from “negative” on 4 November 
2016. On 27 January 2017 it downgraded its outlook for Turkey to “negative” from “stable”, citing 
mainly the sharp depreciation of the Turkish Lira against the U.S. dollar and insufficient monetary 
policy response, which together pose a serious inflationary risk. In addition, on the same day, Fitch 
downgraded Turkey’s sovereign credit rating to “BB+” from “BBB-”, based on the potential adverse 
effects of the constitutional referendum on checks and balances, the renewal of the state of 
emergency related to the coup attempt and damaged consumer confidence and tourism sector due to 
recent terrorist attacks. On 17 March 2017, Moody’s changed Turkey's rating outlook to “negative” 
from “stable”, citing as the driver the increased risk of a credit shock due to (i) the continuing 
erosion of Turkey's institutional strength, (ii) its weaker growth outlook and (iii) heightened 
pressures on Turkey's public and external accounts. However on the same day, Moody’s affirmed 
Turkey's government debt and issuer ratings at “Ba1”. On 5 May 2017, S&P affirmed Turkey’s 
rating and outlook as BB and negative. On 19 January 2018, Fitch affirmed Turkey’s sovereign 
credit rating as “BB+” with a “stable” outlook, stating that Turkey's ratings balance high external 
financing vulnerabilities, pronounced political and geopolitical risks and high levels of inflation and 
macroeconomic volatility against low public debt ratios backed by a long commitment to fiscal 
stability and strong growth performance. On 7 March 2016, Moody’s downgraded Turkey’s 
government debt and issuer ratings to “Ba2” from “Ba1” and changed the rating outlook to “stable” 
from “negative”, citing (i) the continued loss of institutional strength, and (ii) the increased risk of an 
external shock crystallising. Following the downgrade of Turkey’s rating by Moody’s, on 9 March 
2018 Moody’s downgraded the Bank’s long-term foreign currency deposit rating to Ba3 from Ba2 
(constrained by the lower sovereign ceiling at Ba3) and the Bank’s long-term foreign currency senior 
unsecured debt and local currency deposit ratings to Ba2 from Ba1, with negative outlook. On 1 May 
2018, S&P downgraded Turkey’s sovereign debt rating from “BB/B” to “BB-/B”, citing concerns 
over inflation and a widening current account deficit, as well as the volatility of Turkey’s exchange 
rate. Although as of the date of this Supplement, the Bank’s operations have not been materially 
affected, the political and social circumstances surrounding the attempted coup and its aftermath 
(including rating downgrades of Turkey and the Bank) or other political developments might have a 
negative impact on the Turkish economy and institutions (including the value of the Turkish Lira, 
international investors’ willingness to invest in Turkey and domestic demand), the institutional and 
regulatory framework, the Bank’s liquidity and/or conditions (financial or otherwise) and/or the 
value and/or market price of an investment in Covered Bonds issued under the Programme.

Risk Factors

The risk factor on p.27 of the Base Prospectus entitled “The profitability and profitability growth of Turkish 
banks, including the Group, in recent periods may not be sustainable as a result of regulatory, competitive 
and other factors impacting the Turkish banking sector” shall include the following paragraphs prior to the 
penultimate paragraph:

In order to try to reduce the inflation and volatility of the Turkish Lira, on 25 January 2018, 
amendments to Decree 32 and the communiqué regarding Decree 32 have been published in the 
Official Gazette. These amendments, replacing the existing restrictions on foreign currency lending 
to individuals, which will enter into force on 2 May 2018, will restrict individuals residing in Turkey 
and certain legal entities (other than financial institutions) located in Turkey from obtaining foreign 
currency (and foreign currency-indexed) loans. However, these new restrictions on lending to legal 
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entities include various exceptions that may apply to the Bank’s foreign currency lending in Turkey. 
The Group is assessing the potential impact of these amendments on the lending and business of the 
Bank.

Further to the amendments in relation to Decree 32, the Central Bank published the Regulation on 
Procedures and Principles for Monitoring the Transactions Affecting the Foreign Exchange Positions 
on 17 February 2018 (the “Foreign Exchange Positions Regulation”). Pursuant to the Foreign 
Exchange Positions Regulation, all companies with foreign currency loans and foreign currency 
indexed loans amounting to higher than U.S.$15 million (or its equivalent in other foreign 
currencies) utilised from Turkey or from abroad as of the last business day of their respective 
accounting period are required to notify the Central Bank. While calculating the US Dollar 
equivalent of other foreign currencies, foreign exchange rates published in the Official Gazette on 
the last business day of the relevant account period will be considered. Calculation of the total 
amount of foreign exchange loans and foreign currency indexed loans will be made in accordance 
with the statements of financial position prepared based on the Turkish Accounting Standards. If the 
borrower company does not have statements of financial position prepared based on the Turkish 
Accounting Standards, the calculation will be made based on the balance sheets to be submitted to 
the public authorities within the framework of tax legislation. Companies with the notification 
requirement are required to engage with an auditor, execute an audit agreement and such auditor will 
conduct the required audit to form its opinion and submit such opinion to the relevant tracking 
system to be established by the Central Bank.

Recent Developments

The following section, entitled “Recent Developments”, shall be included after the section on p.188 of the 
Base Prospectus entitled “Capitalisation of the Bank”:

RECENT DEVELOPMENTS

Adoption of New Strategic Plan

On 26 April 2018, the Bank’s Board of Directors approved the Bank’s strategic business plan for the 
years 2018 to 2020, entitled ‘Yapı Kredi Vision 2020’ (the “Business Plan”). Over the period of the 
Business Plan, the Bank is targeting strategic goals that build upon its existing business strategy to 
achieve a return on average assets (ROAA) and return on average tangible shareholder’s equity 
(ROATE) greater than 1.7% and 17%, respectively, by 2020, which would represent increases of 40 
bps and 340 bps, respectively

Board and Management Changes

Effective as of 29 December 2017, the Bank’s former CEO, H. Faik Açıkalın voluntarily retired 
from the Bank. On 27 December 2017, the Bank’s Board of Directors appointed Gökhan Erün as the 
Bank’s new CEO, effective as of 15 January 2018. For more information see “Management—Senior 
Management”.

As of 1 March, 2018, Erhan Adalı has replaced Feza Tan as Corporate and Commercial Banking 
Assistant General Manager. For more information see “Management—Senior Management”. Feza 
Tan, who has served as Corporate and Commercial Banking Assistant General Manager since 2013, 
was appointed as CEO of UniCredit Bank in Serbia.

On 30 March 2018 Mert Öncü, who has served as Treasury Management Assistant General Manager 
since 2011 voluntarily resigned. 

Non-Performing Loan Sales
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On 26 April 2018, the Bank sold an NPL portfolio amounting to TL 501 million principal amount 
for a total consideration of TL 28.2 million. The proceeds will have a positive pre-tax impact on the 
income statement which will be reflected in the Bank’s financials for the second quarter of 2018. See 
“Management’s Discussion and Analysıs of Fınancıal Condıtıon and Results of Operatıons—Loans 
and Receivables—Non-Perfomring Loan Sales”.

Turkish economy

Turkey’s GDP grew by 7.4% in 2017 according to Turkstat and is expected, according to the CBRT 
Expectation Survey, to slow somewhat in 2018. The 12-month moving average of inflation in April 
2018 was 11.06% compared to 8.66% in April 2017, with inflation continuing to remain a policy 
concern. Accordingly, the Central Bank of Turkey increased its Late Liquidity Window (LLW) 
lending rate, by which the CBRT is recently funding the market, from 12.75% to 13.50% on 25 April 
2018. In addition, on 9 April 2018, the Turkish government announced a project-based U.S.$34 
billion incentive package designed to stimulate job growth and reduce the current account deficit 
which widened in February 2018 to U.S.$4.15 billion according to the CBRT, which increased by 
U.S.$1.59 billion from February 2017. With the ongoing global and political uncertainties reflected 
by S&P’s Sovereign ratings downgrade, the Turkish Lira has depreciated 11.0% against the U.S 
dollar since 31 December 2017.

Analysis of Results of Operations for the Three Month Periods Ended 31 March 2018 and 2017 

The Group had a net profit of TL 1,244,083 thousand in the first three months of 2018 compared to a 
net profit of TL1,001,306 thousand for the same period of the previous year, an increase of 24.25%, 
which was primarily driven by an increase in net interest income, fees and a limited increase in 
operating expenses. The Group’s cost to income ratio decreased to 35.8% for the three month period 
ended 31 March 2018 from 38.8% for the three month period ended 31 March 2017 mainly due to 
ongoing cost elimination efforts. 

The table below summarises the Group’s income statement for the three month periods ended 31 
March 2018 and 2017, the components of which are described in greater detail below: 

 

 

For the three month periods ended
31 March  

2018 2017
%

Change
 

(TL thousands)
(Income Statement Data)    
Interest income ..................................................................................................... 6,759,622 5,214,710 30%
Interest expense .................................................................................................... (3,914,691)       (2,963,533) 32%
Net interest income ............................................................................................. 2,844,931 2,251,177 26%
Net fees and commissions income........................................................................ 1,033,668 848,519 22%
Dividend income................................................................................................... 4,021 1,931 108%
Trading gain/(loss) (net) ....................................................................................... (291,017) 66,149  
Other operating income ........................................................................................ 434,082 333,457 30%
Total operating income ...................................................................................... 3,362,450 2,897,130 16%
Provision for impairment of loans and other receivables ..................................... 991,214 894,879 11%
Other operating expenses(1) .................................................................................. 1,449,615 1,369,830 6%
Net operating income/(loss)................................................................................ 1,584,856 1,236,525 28%

Profit/Loss from equity method applied subsidiaries / Income (loss) 
from investments accounted based on equity method..................................... 28,166 28,157
Profit/(loss) before taxes from continuing operations................................ 1,613,022 1,264,682 28%

Tax provisions for continuing operations............................................................. 368,939 (263,376) 40%
Net profit/loss ...................................................................................................... 1,244,083 1,001,306 24%
Minority interest profit/losses............................................................................... 35 25 40%
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For the three month periods ended
31 March 

Group’s profit/loss.............................................................................................. 1,244,048 1,001,281 24%
 

(1) Including personal costs.

The following table provides certain of the Group’s key ratios as of and for the three month period ended 31 
March 2018 and as of and for the year ended 31 December 2017: 
 

31 March 
2018

31 December
2017

 
(BRSA consolidated)

Return on average equity (excluding minority interest)(1) ...................................................                    17.1% 13.6%
Return on assets (excluding minority interest)(1) .................................................................                    1.5% 1.2%
Capital adequacy ratio(2).......................................................................................................                    12.9% 13.4%
Tier 1 capital(2) .....................................................................................................................                    9.9% 9.9%
Cost to income(3) ..................................................................................................................                    35.8% 42.2%
Free capital ratio(4)................................................................................................................                    6.3% 6.3%
Non-performing loans to total cash loans ............................................................................                    4.0% 4.4%
Loans-to-deposit ratio(5) .......................................................................................................                    113% 112%
Cost to average total assets ..................................................................................................                    1.8% 2.0%
 

(1) The average is calculated as the average of the amounts on 31 March 2018 and 31 December 2017. 
(2) Calculated in accordance with BRSA regulations. 
(3) Represents non-interest expenses divided by total operating income before provisions and non-interest expense. 
(4) Total shareholders’ equity excluding investment in associates, goodwill, other intangible assets, property and equipment and deferred 

income tax assets divided by total assets. 
(5) Loan-to-deposit ratio including TL securities issued.

 

31 March
2018

31 December
2017

 
(TL thousands)

Balance Sheet Data   
Cash and balances with Central Bank.............................................................................. 43,958,640 42,451,970
Loans/Loans and receivables* ......................................................................................... 217,946,016 213,202,850
Financial assets at fair value through profit or loss / Financial assets at fair value 

through profit or loss*................................................................................................. 407,948 102,563
Financial assets at fair value through other comprehensive income / Financial assets 

available-for-sale* ...................................................................................................... 24,087,885 24,496,524
Financial assets measured at amortised cost / Held-to-maturity investments*................ 17,214,555 14,197,066
Total assets ...................................................................................................................... 328,686,920 320,066,118
Deposits............................................................................................................................ 180,047,148 173,383,633
Loans received / Funds borrowed .................................................................................... 43,355,787 42,350,053
Shareholders’ equity ...................................................................................................... 31,599,471 30,101,826
Total Liabilities and shareholders’ equity ................................................................... 328,686,920 320,066,118
 

* Please see “TFRS 9 Implementation” for more details.

Total Assets 

The Group had total assets of TL 328,686,920 thousand as of 31 March 2018, an increase of 2.69% 
as compared to 31 December 2017. Due to the reclassification of general provisions as a negative 
item to assets from liabilities due to the implementation of IFRS 9, total assets are not fully 
comparable. The largest share of the increase in total assets in the first three months of 2018 came 
from total loans, which increased 3% to TL 205,345,365 thousand as of 31 March 2018 from 
TL199,874,067 thousand at 31 December 2017. Loans comprised 62.47% of total assets as of 31 
March 2018, as compared to 62.44% as of 31 December 2017. 
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As of 31 March 2018, the breakdown of total loans by sector was as follows: 27% from retail, 3% 
from financial institutions, 4% from export related loans 46% from business loans and 20% from 
other loans and receivables. 

The Bank’s intra-group cash exposure in total cash loans as of 31 March 2018 was 16.9% of the total 
capital base (as compared to the maximum regulatory limit of 20%). In addition, the top 20 loans 
accounted for 11% of the total loan book. 

The percentage of non-performing loans to total cash loans decreased to 4.0% as of 31 March 2018 
from 4.4% as of 31 December 2017. The specific coverage on non-performing loans without taking 
collaterals into consideration increased to 86% as of 31 March 2018, from 77% as of 31 December 
2017. If generic provisions for cash loans were also included, total coverage on non-performing 
loans would be at 116% as of 31 March 2018, as compared to 113% as of 31 December 2017. Total 
cost of risk (calculated as total loan loss provisions – collections / total gross loans) decreased to 
91% as of 31 March 2018, from 107% as of 31 December 2017, primarily driven by a slowdown in 
inflows and increase in collections

The Group’s total securities (comprising financial assets at fair value through profit or loss, financial 
assets at fair value through other comprehensive income and financial assets measured at amortised 
cost) increased 7.51% to TL 41,710,388  thousand as of 31 March 2018 from TL 38,796,153 
thousand as of 31 December 2017, primarily as a result of  an increase in fixed rate Lira 
denominated securities and CPI linked bonds. The mix of securities was approximately 26.35% 
foreign currency (virtually all fixed rate) and 73.65% Turkish Lira of which approximately 41% 
were fixed rate and 58% were floating rate. The percentage of securities in total assets rose from 
12.12% to 12.69% for the same period in line with the increase in total securities and the negative 
impact in total assets of the classification of general provisions in total assets. 

Total Liabilities and Shareholders’ Equity 

On the liability side, deposits increased by 3.84% to TL 180,047,148 thousand as of 31 March 2018 
from TL173,383,633 thousand as of 31 December 2017, and constituted 54.78% of the Group’s total 
liabilities as of 31 March 2018 (compared to 54.17% as of 31 December 2017). The growth in 
deposits was in line with the growth in loans during 2018, and the funding base was supported by the 
increase in funds borrowed and securities issued. The share of demand deposits in total deposits was 
18.20% as of 31 March 2018. 

The loans to deposits ratio decreased to 114.05% as of 31 March 2018, as compared to 115.28% as 
of 31 December 2017. 

Borrowings (including loans received/funds borrowed, subordinated debt and marketable securities 
issued) increased by 7.20% to TL80,770,624 thousand as of 31 March 2018 from TL 75,346,728 
thousand as of 31 December 2017 as a result of the depreciation of the Lira and the issuance of 
U.S.$500 million Eurobonds with a maturity of five years on 16 March 2018. The composition of 
borrowings as of 31 March 2018 is as follows: 11.44% from securitisations, 14.23% from 
syndications, 12.61% from subordinated loans, 33.71% from bonds and bills (including loan 
participation notes) and 28% from other funding sources, including foreign trade related borrowings 
and borrowings of subsidiaries. 

The Group’s shareholders’ equity increased by 4.98% to TL31,599,471 thousand as of 31 March 
2018 from TL 30,101,826  thousand as of 31 December 2017 as a result of the current year’s profit. 

According to BRSA consolidated figures, the Group had a capital adequacy ratio of 12.90% as of 31 
March 2018 as compared to 13.37% as of 31 December 2017 (13.18% as of 31 December 2016, 
12.91% as of 31 December 2015. 
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Off-Balance Sheet Commitments 

The Group’s total off-balance sheet commitments decreased by 10.58% to TL 615,839,653  
thousand as of 31 March 2018, from TL 688,685,607 thousand as of 31 December 2017. The largest 
share of the decrease in total off-balance sheet commitments in the first three months of 2018 came 
from commitments, which decreased 16.16% to TL155,923,823  thousand as of 31 March 2018 from 
TL 185,987,660 thousand as of 31 December 2017, due to increase in the volume of hedging 
transactions. 

Segment Results 

The following tables set forth certain data for the Group’s segments for the three months ended 31 
March 2018 and 2017: 

 

 31 March 2018   

Retail
Banking 

Corporate
and

Commercial 
Banking 

Private
Banking and

Wealth
Management 

Foreign
Operations Other* Eliminations Group  

(TL thousands)
Segment revenue...........................1,281,296 962,869 79,654 89,073 1,611,785 (3,013) 4,021,664
Segment expenses.........................(1,203,837) (312,132) (31,602) (31,808) (864,493) 3,043 (2,440,829)
Segment result.............................77,459 650,737 48,052 57,265 747,292 30 1,580,835
 

* Other segment mainly includes treasury management results, activities of business support units, insurance operations and other 
undistributed operations. 

 

 31 March 2017  

Retail
Banking

Corporate
and

Commercial 
Banking

Private
Banking and

Wealth
Management

Foreign
Operations Other * Eliminations Group

 
(TL thousands

Segment revenue...........................1,148,194 826,708 69,443 86,090   1,370,695 (1,828) 3,499,302
Segment expenses.........................(1,078,668) (233,531) (25,692) (37,168) (891,477) 1,828 (2,264,708)
Segment result.............................69,526 593,177 43,751 48,922 479,218 - 1,234,594
 

* Other segment mainly includes treasury management results, activities of business support units, insurance operations and other undistributed 
operations. 
 

Liquidity Coverage Ratio (LCR)

LCR is a metric measuring the adequacy of unencumbered free liquid assets (“High quality liquid 
assets”) to meet expected net cashflows over the next 30 days. LCR is an important Basel regulation 
metric that measures short-term liquidity and is closely monitored in the Group.

High quality liquid assets included in LCR calculation consist of cash, effective money, CBRT 
accounts and reserves and debt instruments issued by Treasury of the Republic of Turkey are treated 
as high quality liquid assets.

Cash outflows from derivative transactions in the LCR calculation are based on inclusion of net cash 
flows with maturity of 30 days in the calculation. Additionally, transactions having a margin 
possibility are included in LCR calculation by taking the largest amount according to absolute value 
of net margin flows realized in the last 24 months in respect of 30 days period or for liability into 
consideration as cash outflow.

Secured funding consists of repo and secured loan transactions. A large part of securities which are 
subject of guaranteed funding transactions consist of Sovereign Bonds issued by Treasury of the 
Republic of Turkey and transactions are carried out both in the CBRT market and interbank market.
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All cash inflow and outflow items related to liquidity profile of the Bank are included in liquidity 
coverage ratio tables below. The Group’s LCR for 31 March 2018 was 118.8%. The table below 
shows the calculation of LCR for the periods indicated:

31 March 2018 31 March 2017
Unweighted Amounts Weighted Amounts Unweighted Amounts Weighted Amounts

Prior Period TL+FC FC TL+FC FC TL+FC FC TL+FC FC
High Quality Liquid Assets
High Quality Liquid Assets ......................................... 58,690,585 34,462,330 53,021,956 33,801,377
Cash Outflows
Retail and Small Business Customers Deposits........... 91,644,642 39,871,245 8,130,262 3,987,091 89,425,852 38,790,605 7,996,187 3,879,021

Stable deposits......................................................... 20,684,034 661 1,034,202 33 20,127,975 770 1,066,399 38
Less stable deposits ................................................. 70,960,608 39,870,584 7,096,060 3,987,058 69,297,877 38,789,835 6,929,788 3,878,983

Unsecured Funding other than Retail and Small 
Business Customers Deposits.................................. 78,166,731 43,336,090 46,950,035 23,846,944 73,090,818 39,353,588 42,257,373 20,681,500
Operational deposits - - - - - - - -
Non-Operational deposits........................................ 60,416,209 38,601,878 31,605,188 19,117,209 54,744,574 34,700,478 26,379,618 16,041,016
Other Unsecured funding ........................................ 17,750,522 4,734,212 15,344,847 4,729,735 18,346,244 4,653,110 15,877,755 4,640,484

Secured funding ........................................................... 71,709 57,538 99,619 75,988
Other Cash Outflows.................................................... 2,826,344 16,958,941 2,826,344 16,958,941 2,738,736 16,955,309 2,738,736 16,955,309

Liquidity needs related to derivatives and market 
valuation changes on derivatives transactions ........ 2,826,344 16,958,941 2,826,344 16,958,941 2,738,736 16,955,309 2,738,736 16,955,309
Debts related to the structured financial products ... - - - - - - - -
Commitment related to debts to financial markets 
and other off balance sheet liabilities ...................... - - - - - - - -
Commitments that are unconditionally revocable at 
any time by the Bank and other contractual 
commitments ........................................................... 117,575,747 89,407,375 5,878,787 4,470,369 101,640,533 74,133,944 5,082,027 3,706,697

Other irrevocable or conditionally revocable 
commitments ........................................................... 74,061,010 13,485,190 5,424,948 869,753 68,214,017 9,586,970 5,056,909 650,347

Total Cash Outflows .................................................. 69,282,085 50,190,636 63,230,851 45,948,862
Cash Inflows
Secured Lending Transactions ..................................... - - - - - - - -
Unsecured Lending Transactions................................. 27,849,143 9,612,892 18,522,865 7,978,860 27,919,538 10,698,139 19,026,494 8,885,738
Other Contractual Cash Inflows................................... 1,368,224 24,881,980 1,368,224 24,881,980 1,465,832 23,273,539 1,465,832 23,273,539

Total Cash Inflows ..................................................... 29,217,367 34,494,872 19,891,089 32,860,840 29,385,370 33,971,678 20,492,326 32,159,277
Capped Amounts
Total High Quality Liquid Assets ............................. 58,690,585 34,462,330 53,021,956 33,801,377
Total Net Cash Outflows ........................................... 49,390,998 17,329,796 42,678,526 13,789,585
Liquidity Coverage Ratio (%) .................................. 118.83 198.86 124.24 245.12

IFRS 9

The seventh paragraph of the risk factor on p.30 of the Base Prospectus entitled "International guidelines 
for banking regulation and implementation in Turkey are subject to ongoing changes" is hereby deleted in 
its entirety and replaced by the following:

On 22 June 2016, the BRSA published a new regulation relating to loan provisioning (“2016 
Provisioning Regulation”). The 2016 Provisioning Regulation replaces TAS 39 Financial 
Instruments: Recognition and Measurement (“TAS 39”) and requires banks to adopt IFRS 9 
principles related to the assessment of credit risk and monitoring of security. Turkish Financial 
Reporting Standards 9, the IRFS 9 compliant financial reporting standards of Turkey (“TFRS 9”), 
became effective on 1 January 2018 for annual periods beginning on or after 1 January 2018.

The eighth paragraph of the risk factor on p.30 of the Base Prospectus entitled “International guidelines for 
banking regulation and implementation in Turkey are subject to ongoing changes” is hereby deleted in its 
entirety.

The following paragraphs are hereby included at the end of the section on p.290 of the Base Prospectus 
entitled "Turkish Regulatory Environment":

TFRS 9 Implementation

The Bank has adopted “TFRS 9: Financial Instruments” to replace “TAS 39 Financial Instruments: 
Recognition and measurement” as of 1 January 2018, which resulted in changes to accounting 
policies and adjustments to amounts previously recognised in the financial statements.

As permitted by the transitional provisions of TFRS 9, the Group elected not to restate comparative 
figures. Any adjustments to the carrying amounts of financial assets and liabilities at the date of 
transition were recognised in the “Profit reserves” and “Other comprehensive income reserves” for 



 
11

the current period. The Group has also elected to continue to apply the hedge accounting 
requirements of TAS 39 after adoption of TFRS 9.

The adoption of TFRS 9 resulted in changes in accounting policies for recognition, classification and 
measurement of financial assets and financial liabilities and also impairment of financial assets. The 
following table reconciles the changes for impairment of financial assets between the previous 
measurement categories in accordance with TAS 39 as of December 31, 2017 to their new 
measurement categories upon transition to TFRS 9 as of January 1, 2018:

According to TAS 39, TAS 37 and related 
regulations of BRSA

Provision Difference According to TFRS 9

Measurement 
category

Allowances Remeasurement Measurement 
category

Expected credit loss 
provisions

Financial assets 27,198 59,196 Financial assets 86,394
Cash and balances with 

Central Bank
- 77,691 Cash and balances with 

Central Bank
77,691

Banks 27,198 (18,917) Banks 8,281
Money Markets - 422 Money Markets 422
Financial assets 

available-for-sale
17,815 4,677 Financial assets at fair 

value through other 
comprehensive income

22,492

Held-to-maturity 
investments

- 8,399 Held-to-maturity 
investments

8,399

Loans and receivables 9,829,564 396,070 Loans and receivables 10,225,634
Lease receivables - - Lease receivables -

Factoring receivables - - Factoring receivables -
Other assets 186,834 (179,987) Other assets 6,847

Off-balance sheet 
commitments

356,956 758,596 Off-balance sheet 
commitments

1,115,552

Total 10,418,367 1,046,951 Total 11,465,318

The effect of the application of TFRS 9 to impairment of financial assets is, before tax, negative TL 
1,298 thousand. The Group calculated deferred tax related to Stage 1 and Stage 2 expected credit 
losses, and recognized under shareholder’s equity with initial application of TFRS 9. The tax impact 
is an income of TL 1,033 thousand, and as a result, a net of tax TL 264 thousand expense is 
recognized under the “Profit Reserves” opening balance related to impairment of financial assets. 

Application of TFRS 9 also resulted in changes to the measurement and classification of some 
financial assets. Visa Inc. shares and credit linked notes classified as “Available for sale financial 
assets” per prior application, have been classified as “Financial assets measured at fair value through 
profit or loss” per TFRS 9 transition applied in the current period. Due to this change an income of 
TL 23 thousand and an expense of TL 2 thousand have been transferred from “Marketable securities 
valuation differences” to “Profit reserves”.

Some equity instruments classified as “Available-for-sale financial assets” in the prior period are 
now also classified as “Financial assets measured at fair value through other comprehensive 
income”, except for Visa Inc. [shares and credit linked notes]. The fair value changes of related 
instruments will not be reclassified to profit or loss when they are sold.

As of January 1, 2018, the Group had no financial instrument that failed the solely payments of 
principal and interest test except for the credit linked notes.

In addition, with the adoption of TFRS 9, some public debt securities amounting to TL 1,998 
thousand under “financial assets at fair value through other comprehensive income” portfolio are 
classified as “financial assets measured at amortised cost” due to the change in the business model. 
In relation to this change, marketable securities valuation expenses amounting to TL 131 thousand 
has been reversed.
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The tables below show the changes to the Group’s volumes of cash loans and expected credit loss 
between their classifications in accordance with TAS 39 as of December 31, 2017 and their new 
classifications upon transition to TFRS 9 as of January 1, 2018:

After TFRS 9
31 December 2017 1 January 20181 31 March 2018

(TL, million)
Volumes – Cash Loans
Stage-1 194,356 207,149 210,351
Stage-2 5,518 6,749 9,040
Stage-3 9,164 9,615 9,251
Total Cash Loans 209,038 223,514 228,642

After TFRS 9
31 December 2017 31 December 2017 31 December 2017

%
Ratios
Stage-1 / Total Loans 93% 93% 92%
Stage-2 / Gross Loans 2.6% 3.0% 4.0%
NPL Ratio 4.4% 4.3% 4.0%

After TFRS 9
31 December 2017 31 December 2017 31 December 2017

(TL, million)
ECL (B/S)
Stage-1 2,659 1,904 1,835
Stage-2 232 623 916
Stage-3 7,039 8,397 7,945
Total ECL 9,929 10,924 10,696

After TFRS 9
31 December 2017 31 December 2017 31 December 2017

%
Ratios
Stage-1 Coverage 1.4% 0.9% 0.9%
Stage-2 Coverage 4.2% 9.2% 10.1%
Stage-3 Coverage 77% 87% 86%

1 Cash loans for 1 January 2018 includes factoring and leasing receivables.

After the transition to TFRS 9, leasing and factoring receivables are included in the cash loan 
volume with classification having changed from stage 1 to stage 2 loans. Stage 2 loans to total loans 
ratio increased to 3% in 1 January 2018 and 4% as of 31 March 2018, from 2.6% in 31 December 
2017. The coverage ratios for the different stages, stage 1 and stage 2 coverage materialized at 0.9%, 
10.1%, respectively, in March 2018 (1 January 2018: 0.9%; 9.2%; 31 December 2017: 1.4% and 
4.2%). Stage 3 (NPL) coverage increased significantly, by 10% and materialized at 87% as of 1 
January 2018 and 86% as of March 2018 (31 December 2017: 77%). The intention of the increase in 
the Stage 3 coverage is to continue selling NPLs without any negative impact on profit and loss. The 
Bank took a conservative approach towards the TFRS 9 implementation.

For more information on the Group’s accounting policies, see Section three, Note I to the Interim 
BRSA Financial Statements.

The following paragraphs shall be included at the end of the portion on p.231 of the Base Prospectus entitled 
“Loan Loss Provisioning Policy” in the section headed “Risk Management”:
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Starting from 1 January 2018, the Bank’s classification of financial assets (especially in loans and 
receivables) and calculation of provisions changed according to TFRS 9. 

In accordance with TFRS 9, the Bank’s loan loss provisioning policy was replaced by the expected 
credit loss (“ECL”) model. ECL estimates are required to be unbiased, probability-weighted, and 
should include supportable information about past events, current conditions, and forecasts of future 
economic conditions. The ECL should reflect multiple macroeconomic scenarios and include the 
time value of money. The ECL model applies to all on-balance financial assets accounted for at 
amortized cost and fair value through other comprehensinve income (“FVOCI”) such as loans and 
debt securities, as well as to off-balance items such as certain loan commitments, financial 
guarantees, and undrawn revolving credit facilities.

These financial assets are divided into three categories depending on the gradual increase in credit 
risk observed since their initial recognition. Impairment shall be recognized on outstanding amounts 
in each category, as follows:

 Stage 1: For financial assets at initial recognition or which do not have a significant increase 
in credit risk since initial recognition. Impairment for credit risk is recorded on the basis of 
12-month expected credit losses.

 Stage 2: In the event of a significant increase in credit risk since initial recognition, the 
financial asset will be transferred to this category. Impairment for credit risk will be 
determined on the basis of the instrument’s lifetime expected credit losses.

 Stage 3: Includes financial assets which have objective evidence of impairment at the 
reporting date. For these assets, lifetime ECLs are recognized and interest revenue is 
calculated on the net carrying amount.

General 

There has been no significant change in the financial or trading position of either the Issuer or the Group 
since 31 March 2018 and no material adverse change in the financial position or prospects of either the 
Issuer or the Group since 31 December 2017.  

If the documents which are incorporated by reference in the Base Prospectus by virtue of this Supplement 
themselves incorporate any information or other documents therein, either expressly or implicitly, such 
information or other documents will not form part of the Base Prospectus for the purposes of the Base 
Prospectus Directive except where such information or other documents are specifically incorporated by 
reference in, or attached to, the Base Prospectus by virtue of this Supplement.

To the extent that there is any inconsistency between (a) any statement in this Supplement or any statement 
incorporated by reference into the Base Prospectus by this Supplement and (b) any other statement in or 
incorporated by reference in the Base Prospectus, the statements referred to in (a) above will prevail. 

Save as disclosed in this Supplement, there has been no other significant new factor, material mistake or 
inaccuracy relating to information included in the Base Prospectus since the publication of the Base 
Prospectus.

This Supplement, the Issuer's 2017 Financial Statements and the Issuer's 2018 Q1 Financial Statements 
incorporated by reference herein can be viewed online at www.yapikredi.com.tr and will be published on the 
website of the Irish Stock Exchange.  No other part of the Issuer's website forms a part of, or is incorporated 
into, this Supplement.  Any documents themselves incorporated by reference in the documents incorporated 
by reference in this Supplement shall not form part of this Supplement.

http://www.yapikredi.com.tr/
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The date of this Supplement is 22 May 2018.


