


Another successful year in our core competencies

2001 was a year in which Dõßbank registered growth

in its core business segments, successfully carried

out the launching of new products and continued with

its operational and organizational restructuring

projects.

Seeking to reach target groups and to sell products

and services in segmented markets on a national

scale, the Bank also developed alternative channels

of distribution as well as physical ones in 2001 and

increased the scope of their use. In addition to its

branches, Dõßbank is also able to serve customers in

a broad spectrum of context ranging from telephone

banking to e-banking applications. The Bank is in the

process of developing the first and only truly

integrated service platform in the Turkish banking

industry.

2001 was also a year in which Dõßbank displayed

its skill in turning each of the extraordinary

developments taking place in the national economy

and in the banking sector into a landmark to be added

to the map charting the course of the Bankís future

growth. The financial results secured in 2001 have

produced a high rate of return for Dõßbankís

shareholders; but even more important, they also

demonstrate the Bankís abilities to protect and

manage its liquidity, asset quality and equity in what

was a most difficult time.

A customer-centered delivery network

We, at Dõßbank, are making strides towards

transforming our delivery network into a fully

integrated multi-channel delivery system. This

transformation is being driven by our customers, more

and more of whom are doing their everyday banking

electronically rather than through branches.

Nevertheless, our customers also tell us that they

intend to keep visiting branches for financial advice

and for assistance with more complex transactions.

At year-end 2001, Dõßbank had 117 branches.

Dõßbank's branches are market-segmented with five

corporate branches, 11 hub commercial branches,

100 spoke branches and a private banking branch.

We are currently engaged in a major overhaul of the

functions of the branch network aimed at ensuring

that each branch satisfactorily meets customer needs

and generates sustained earnings growth.

One outcome of this process will be to make the

Dõßbank branch network much more sales-oriented

as many traditional branch operations lose their

importance. To emphasize this sales orientation even

more, Dõßbank has been working with an international

consultancy on redesigning its branches. Excellent

progress has already been made in introducing these

new concepts to our existing and newly-opened

branches. A further expansion of the branch network

is planned to boost sales effectiveness and market

exposure. This will be accomplished by a swift increase

in the number of branches, which will reach 150 in

2002.

In 2001, Dõßbank introduced new delivery channels

as alternatives to branch operations as a way not only

of reducing transaction costs but also of making the

Bankís products and services more accessible to

customers. 27% of the Bankís overall transactions

are now being conducted over the Internet and

through our call center while this figure rises to 40%

as far as the retail customers are concerned.
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Breakdown of Revenues According to Lines of Business

Corporate 36%

Retail 30%

Treasury 34%



One of the most important steps being taken
in the direction of achieving a customer-
focused structure is ìcentralization of
operationsî.
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ATMs continue to be a very efficient channel for

the distribution of many of our products and services.

Dõßbank customers are presently being served by not

only 200 Dõßbank ATMs but also 3,250 Golden Point

ATMís-an ATM sharing program. This represents a

21% increase over the number of such outlets available

to them in 2000. The customer availability ratio of the

Bankís ATMs has risen to 97%, which is well above

the industry average.

The functions of the Dõßbank Internet Branch were

expanded more in 2001 to include our commercial

and corporate customers as well. We have also

introduced a customer loyalty program under which

customers earn loyalty points that they can exchange

for gifts at thousands of merchants and at the

www.hepsiburada.com on-line shopping website.

Multi-channel kiosks called ìDõßbank Access

Pointsî have been installed inside and outside

Dõßbank branches. These provide customers with

direct access to the Dõßbank Call Center as well as to

the Bankís Internet services. As part of our overall

deployment strategy, we plan to increase our presence

in this way in shopping malls and airports. Monthly

transaction figures at our call center in 2001 increased

from a few thousand in January to nearly 100,000 in

December. We have also installed an outgoing call

team at the call center whose focus will be mainly

sales activities.

One of the most important steps being taken in the

direction of achieving a customer-centered structure

may be summed up as ìcentralization of operationsî.

This is an ongoing endeavor and in 2001 all check

multi-channel delivery system
a fully-integrated



Dõßbank  Annual Report 2001  15

How We Performed in 2001 (continued)

operations were centralized. The analysis and planning

stages of the centralization of foreign trade operations

have been completed and implementation is slated

to begin by the third quarter of 2002. Centralizing the

Bankís operations has so far proven to be very

successful. While transaction volumes have nearly

doubled, the associated increase in operational staff

numbers has been quite limited.

 The touchstone of corporate banking:

Understanding and responding to customer needs

Dõßbank provides its customers with a complete

and diversified range of corporate banking products

and services. In addition to traditional ones, the Bank

also offers capital markets, treasury, cash

management, retail banking products and corporate

consultancy services.

Over the last few years, the Bank has adopted a

financial discipline consisting of prudent risk

management. In anticipation of the current economic

crisis in Turkey, Dõßbank had put together a plan to

deal with just such a contingency under which the

Bank is able to make a sound analysis of how well

portfolios will perform during unforeseen market

downturns and to recognize what is acceptable risk

while also developing strategies to cope with the

unexpected.

In the turmoil of 2001, Dõßbank gained deeper

insight into the needs of corporate clients, which has

enabled the Bank to improve service quality and

develop more flexible delivery channels. As a result,

the Bank has been enjoying strong profitability and

accelerated revenue growth across the board while

simultaneously securing for itself an enhanced

position in what is a highly competitive and rapidly

evolving environment.

Dõßbankís corporate banking unit currently serves

a customer base of 1,768 clients located all over

Turkey. The fundamental and constant criteria

underpinning Dõßbankís lending policy are to

contribute to the development of Turkeyís economy

and industry and to increase the Bankís own share of

the market for banking products and services.

The Bank has a strong commitment to providing

financing to firms that are actively engaged in industry

and commerce.

The touchstone of corporate banking is

understanding a customerís needs in their totality

and responding to them with meaningful solutions.

This principle is fully in line with Dõßbankís corporate

culture, which values integrity, customer focus, respect

for one another, teamwork, initiative, professionalism,

quality and a comprehensive approach to employee

training.

Dõßbank has prepared itself institutionally for the

process of transformation that the Turkish economy

is now undergoing. In an economic climate in which

inflation is subsiding to single-digit figures, the real

sectorís banking product and service requirements

are going to increase as well as diversify. Dõßbank

regards corporate banking as a business line in which

Total Loans (TL billion)

2000

907,415

2001

1,068,910

Breakdown of Loans (TL billion)

2001 2000

Turkish Lira 319,610 417,859

Foreign Currency 749,300 489,556
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it will achieve significant growth while also increasing

its market share by a substantial margin.

Dõßbank is determined to pursue organic growth

in 2002 as well. That growth will be nourished by the

programmed expansion of its alternative distribution

channels as much as by that of its physical ones. With

a network reaching an anticipated 150 branches, there

will be an increase in transaction volumes and

customer numbers not just in corporate banking but

in other business lines as well. Dõßbankís goal is to

become the principal bank of at least 30% of its

customers and one of the top three banks preferred

by the remaining 70% of them. In line with these

targets of growth and penetration in the corporate

segment, the Bank expects to see significant growth

especially in the area of cash management services.

In 2002 the Turkish banking industry can expect

to face a shrinking market combined with mergers

and acquisitions among the existing players and

fiercer competition together with narrower earning

spreads. The pressures that this environment exerts

will further heighten the value of service quality and

Product development and

By carefully analyzing and monitoring the
needs of each corporate customer, Dõßbank
develops cash management products that
address their specific needs.

innovation
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of technology-based products and services. In the

business of corporate banking, Dõßbank is well poised

to strengthen its presence in the market with a more

extensive network of commercial branches that

provide full, top-quality service and high-tech products

exactly tailored to needs.

Cash management: A strong focus on product

innovation and marketing

Dõßbank continued to supply its customers with

technology-driven cash management products and

services during 2001. Dõßbankís technical competency,

database management, international experience and

extensive branch network underlie its competency in

cash management products, which include salary

payments and direct debiting as well as customized

solutions.

Product development and innovation are high-

priority concerns for Dõßbank. By carefully analyzing

and monitoring the needs of each corporate customer,

the Bank develops cash management products that

address their specific needs.

Dõßbankís goal is to stand in the front ranks of the

industry by providing corporate customers with high

added-value services that reduce their burden of

making payments and collections by check or money

order while also supporting their own in-house

accounting functions.

In 2001, satisfactory results were achieved in

improving the Bank's corporate banking performance

by increasing the number of active customers for cash

management services. In the course of the ensuing

marketing activities, 257 potential customers were

visited and presentation packages explaining the

cash management products were prepared for the 38

firms identified as having promise. Cash management

offers were made to another 42 firms. Cash

management products were actually sold to 96 of

these contacts.

While the total value of interbank check clearances

in which Dõßbank was involved was TL 182 trillion at

the beginning of 2001, by year-end this figure had

increased to TL 298 trillion. In and of itself this

expansion in the volume of check clearances is

important as a signal of the economy's recovery; but

it is also clear evidence of Dõßbank's clout not only in

the credit market but in the market for cash

management services.

Dynamic entrepreneurs: The growth axis of the

commercial banking segment

Statistics indicate that there are about 3.5 million

small businesses and tradesmen in Turkey today.

This group not only accounts for a significant share

of the countryís GNP but also provides more

employment opportunities than any other. The same

statistics however also show that some 45% of these

companies and tradesmen do not take sufficient

advantage of banking products and services: many

of them are not even aware of what is available.

Dõßbank understands the importance of these small

businesses to Turkeyís economy. While a basic

Dõßbank principle is to work with the countryís leading
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and respected firms, the Bank has also identified

providing credit to small and medium-sized businesses

as one of its most important priorities. Serving these

firms plays an important role in the Bankís operations

in at least two valuable ways: it ensures that the Bankís

lendings are spread out over a broader customer base

and it promotes the development and maintenance of

sound and productive relationships.

One of Dõßbank's objectives is to become the Bank

of choice for small businesses. In 2000, we created

a separate commercial banking unit to focus on the

We offer these services through Dõßbankís
extensive branch network as well as through its
rapidly-expanding non-traditional channels of
telephone banking, Internet banking, computer
banking, ATMs and specialized card programs.

Serving ìdynamic
entrepreneursî
Dõßbankís commercial banking unit provides

financial services to approximately 28,000

commercial customers and to more than

USD 30 million in loans to small businesses

located all over Turkey.
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needs of small business customers. Dõßbank now has

more than  28,000 commercial banking customers in

Turkey and more than USD 30 million in loans to small

businesses on its books.

To further enhance the quality of its service to and

the productivity of this market segment, Dõßbank has

made an additional distinction: those with annual

turnovers of at least two million dollars are

ìcommercial customersî while those below that limit

are dealt with as ìdynamic entrepreneursî.

Increased service quality and diversified products

have led to an enormous gains in new customers. The

number of customers in the dynamic entrepreneur

group more than doubled from 6,800 to 14,000 while

there was a 24% increase in the number of commercial

customers from 4,500 to 5,600. For the present and

foreseeable future, the main thrusts of our strategy

in this area will be to seek out and analyze customer

behavior, take advantage of database marketing and

create new management tools so that we can acquire

new customers while holding onto existing ones.

Human resources have always been the most

important component of service quality but with the

opening of new branches and the arrival of new

customers, they have become even more crucial.

Dõßbank today employs 195 sales representatives:

111 for its dynamic entrepreneur and 84 for its

commercial customers.

Dõßbank will continue to shape its banking

initiatives so as to reflect the kinds of account

relationships, access to credit and convenience that

small business owners want. In 2001, we introduced

a number of measures aimed at directly supporting

the needs of small business customers including the

introduction of Sistem D, cash management services,

lendings, retail banking services and a variety of

business consultancy services.

Dõßbank knows that the business and personal

financial affairs of small business owners are closely

linked and that decisions about the one will affect

the other. Our business advisors and frontline

salespeople are qualified to provide advice on both

business and personal financial planning, making

them better able to help our small business customers

meet their financial goals. Dõßbank's commercial

banking unit provides financial services to

approximately 9,000 active commercial customers

and to more than 19,000 active dynamic entrepreneurs

located all over Turkey. We offer these services

through Dõßbank's extensive branch network as well

as through its rapidly-expanding non-traditional

channels such as call center, Internet branch, ATMs

and specialized card programs.

Providing accessible and affordable banking

As life becomes more complicated, customersí

needs and banking habits are changing rapidly.

More and more customers are complementing their

personal in-branch banking with electronic banking.

Dõßbankís goal is to offer customers faster, more

comprehensive and more convenient access to quality

products and services 24 hours a day. The Bank does

this by continuously strengthening its traditional and

non-traditional banking channels.

Dõßbank is also focused on delivering affordable

banking solutions that provide value to our customers.

We offer a range of solutionsñeach with a different

combination of features, benefits and costsñso

customers can choose the ones that best suit their

individual needs.

Dõßbank designs all of its services, products and

processes in line with this philosophy. In 2001, the

Bank introduced Sistem D, whose aim is to offer

banking services to small and medium-sized

companies in an integrated way. The Sistem D service

package includes essential hardware such as

computer, printer and internet connection as well as

necessary software and many other services such as

air fare discounts, advertising opportunities, hotel

reservations and tax-consultancy. More than a
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thousand customers signed up for Sistem D

immediately following its launch and we expect this

number to increase many times over in 2002.

A significant innovation aimed at small and

medium-sized companies active in the businesses

of manufacturing, trade and services in Turkey,

Sistem D is a joint venture whose partners include

IBM, Microsoft, Vestel, Servus, Logo Yazõlõm, Ray

Sigorta, e-kolay, Hürriyet and Ißõl Tur. A fixed

monthly fee is charged to utilize Sistem D, which

looks set to become into the biggest e-commerce

portal in Turkey in the very near future. Dõßbank is

a pioneer in providing electronic banking and other

advanced-technology services to customers who

have become accustomed to the convenience and

reliability of doing business electronically and are

demanding more and more of applications  of this

kind.

Retail Banking: Solid growth in 2001

Our retail banking operations continued to

generate solid results and high returns in 2001.

Dõßbank believes that there is opportunity for

additional growth and profitability by building a

in providing electronic banking and other
advanced-technology services to customers

pioneer

More than a thousand customers signed up
for Sistem D immediately following its launch
and we expect this number to increase many
times over in 2002.
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strong sales culture that is supported by state-of-

the-art technology.

Our main objective in 2001 was to broaden our

retail banking customer base. While our efforts

concentrated mainly on acquiring new customers

through different channels, we have also adopted

the idea of systems designed to reward customer

loyalty.

Reckless competition among banks in

metropolitan areas has been exerting severe

pressure on profit margins in the countryís biggest

cities, where the cost of acquiring new customers

has also soared due to consumer reluctance to

change banks. Because of this, Dõßbank has chosen

to penetrate markets outside the metropolitan areas.

By managing both markets, Dõßbank has not only

increased its metropolitan market share but has also

gained substantial advantages in the others.

A new card program called Ideal Card was

launched in October 2001. Thanks to the installment

and discount features it offers, this card has already

begun to grab a significant market share. Dõßbank

regards Ideal Card as a vital element of its integrated

retail banking products. It will be the spearhead of

the Bankís effort to acquire new customers and to

substantially increase its card transaction volume

in 2002.

The four products that were the most effective

tools in attracting new customers were credit cards,

payroll services, private school payments and utility

payments. Payroll services and private school

payments in particular enabled us to gain a

considerable number of new customers, our

relationships with whom were reinforced through

sales of other retail banking products.

Dõßbank has identified three important market

niches and intends to move aggressively into them:

companies with as yet limited business interaction

with financial institutions; retail networks with

extensive financial transactions; merchants who

provide customers with installment opportunities.

A direct sales team has been put together and

vigorous marketing campaigns have been launched

in places where these potential niche customers are

likely to be found such as downtown shopping areas

and malls. By delivering service directly to customers,

these campaigns have resulted in extensive and

intensive sales activities. In 2001, the direct sales

team conducted 36 promotional campaigns in which

the focus was to sell credit card and insurance

products.

The Bankís credit card bonus system has been

revamped to make it customer-based. As a result of

these changes, Dõßbank will be in a better position

to achieve sustainable growth in market share by

holding onto its more profitable customers.

Another Dõßbankís first in Turkey has been moving

the credit card bonus system onto the Internet.

Rather than sending out catalogs with a limited

number of tired items, Dõßbank has entered into an

agreement with www.hepsiburada.com, a Do¤an

Group subsidiary that is an e-commerce portal and

Turkeyís market leader in virtual shopping malls.

Under this agreement, Dõßbank cardholders can
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exchange their bonus points by choosing among

30,000 itemsñthe biggest such selection available

anywhere in the country. This project is a fine

example of the synergies created by Dõßbankís

membership in the Do¤an Group.

Up to 6,000 plastic cards incorporating

photographs and private logos can now be produced

every day at the Bankís card printing facility. With

the increased use of card payment systems, the

problems and risks of credit card fraud might have

become serious. Despite the dramatic increase in

its credit card transactions volume however, the

Bankís fraud ratio has been kept below the market

average. Indeed Dõßbankís success in combating

credit card fraud was specifically cited and praised

by Visa International in its 2001 audit report, from

which we quote in part:

�For the most part, not enough is being done in

Turkey to educate and train merchants. This issue

is being addressed on a market level through the

Visa Turkey Risk Group. D�ßbank has demonstrated

that there can be significant gains by investing in

for the industry to follow

While our efforts concentrated mainly on
acquiring new customers through different
channels, we have also adopted the idea of
systems designed to reward customer loyalty.
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a model
Dõßbankís success in combating credit card

fraud was specifically cited and praised by Visa

International in its 2001 audit report.
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this area. D�ßbank has also shown that there is no

substitute for direct face-to-face training to support

written materials. Visa believes that the D�ßbank

approach represents a model for the industry to

follow�.

There has also been a tremendous increase in the

Bankís market share of POS transactions. The

increase in the number of POS terminals from 3,000

to 12,000 has boosted Dõßbank from 14th rank to 8th

and its volume from USD 30 million to USD 216

million. Having joined the top ten banks in terms of

POS transactions, Dõßbank is now concentrating on

reaching sixth place by the end of 2002.

The prospects for this are extremely encouraging

thanks to the strong support provided by Ideal Card

program. In just two monthsí time, the number of

Ideal Card merchants reached 2,900 and the number

of POS terminals 4,500. The program expects to

achieve a customer base of 10,000 in 2002.

Another POS innovation in Turkey introduced by

Dõßbank in 2001 was the addition of a facility that

permits customers to tip for service using their credit

cards. Last year the Bank also developed and added

a module to its electronic banking system that

extends customersí ability to collect payments:

Dõßbank customers with computer or internet access

will be able to use the system to make their

collections by entering the number and expiration

date of the payerís credit card.

The first application of this Dõßbank Internet

Collections System was the result of a project

undertaken jointly with the ãstanbul Chamber of

Independent Chartered Accountants. The system

offers its users significant advantages in making

their collections with features such as the ability to

obtain forward-dated confirmations and to generate

lists of confirmed transactions. This system is now

available for the online use of every chartered

accountant in Turkey.

Expanding the retail customer base

Dõßbank believes that growth in the banking system

in the years ahead will be driven by two developments:

by an explosion in demand for credit and investment

products on the part of retail customers and of small

and medium-sized businesses on the one hand and

on the other, by larger companies more and more

exploiting opportunities to tap capital markets for the

funds they need.

The Bank is determined to expand its business in

the consumer credit segment by providing a larger

and more flexible range of credit cards, a variety of

cash management and investment instruments and

of deposit and lending products and services to

upscale mid-market and small business customers.

In this way, Dõßbank intends to become one of the

leading market-makers in retail banking in Turkey.

Average Foreign Currency Time Deposit Concentration (%)

Deposit Amount 2001 2000

0-50 (000 $) 25.2 17.4

50-150 (000 $) 21.2 19.1

150-250 (000 $) 7.4 7.4

250-500 (000 $) 8.3 7.6

500-1,000 (000 $) 8.7 11.4

1,000+ (000 $) 29.2 37.1

TOTAL 100 100

Deposits (TL billion)

2001

489,556

2000

749,300


