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Fitch Affirms Three Turkish Foreign-Owned Banks at 'BBB-'

Ratings Endorsement Policy

20 Apr 2012 11:34 AM (EDT)
Fitch Ratings-Istanbul/Paris/London-20 April 2012: Fitch Ratings has affirmed Turkey's Finansbank A.S., Denizbank T.A.S.
and Turk Ekonomi Bankasi A.S.'s (TEB) Long-term (LT) foreign currency Issuer Default Ratings (IDR) at 'BBB-'. Russia's
CJSC Dexia Bank's (a subsidiary of Denizbank) LT IDR has also been affirmed at 'BBB-'. The ratings have a Stable
Outlook. A full list of rating actions is at the end of this comment.
The three Turkish banks are second-tier institutions, majority owned by foreign shareholders. Finansbank and Denizbank's
LT foreign currency IDRs are underpinned by their intrinsic financial strength, as reflected by their 'bbb-' Viability Ratings
(VRs). TEB's IDRs are driven by potential support from its majority shareholder, BNP Paribas (BNPP; 'A+'/Stable), given
TEB's slightly lower VR ('bb+').
Finansbank and Denizbank's VRs are supported by their solid credit metrics, reflected in adequate capital levels, sound
risk management and credit underwriting capabilities, solid profitability, expanded franchises and stable deposit funding.
TEB's lower VR reflects its lower profitability relative to peers, some pressure on cost efficiency ratios and a slightly weaker
franchise.
Fitch expects GDP growth in Turkey to slow considerably in 2012, and this is likely to exert moderate negative pressure on
banks' asset quality and performance as loan books season across the sector. Furthermore, the banks face competitive
challenges in defending and gaining market shares from the handful of larger banks which dominate the sector.
Finansbank is a larger second-tier bank in Turkey, with a 4.4% deposit market share (Denizbank and TEB each have 3.1%
according to unconsolidated Q311 sector figures). Finansbank and TEB are pursuing an expansion-driven strategy,
targeting, in particular, the high margin consumer and SME segments, where credit demand remains strong. Denizbank
currently also plans to continue its expansion in 2012, mainly in the retail segments, although growth will be mainly aimed
at protecting market share, and strategy is likely to be reviewed after the bank's expected sale.
The three banks continued to perform soundly in 2011, although in common with the rest of the sector, performance has
been negatively affected by margin compression, driven by historically low interest rates and high reserve requirements.
Performance indicators at Finansbank, Denizbank and TEB vary somewhat, reflecting differences in business mix, funding
structure and asset quality indicators. Profitability is highest at Denizbank, where the operating ROAE reached 22% in
2011, but Finansbank follows closely with 21%. At TEB, this indicator lagged behind, at 12%.
Impaired loan ratios at Denizbank (2.8% at end-2011) and TEB (2.7%) are in line with the sector average of 2.7%. The
ratio is higher at Finansbank (5.5%), reflecting its retail focus. For each of the banks, impaired loan reserve coverage is
reasonable, averaging 78%. Capital adequacy ratios are sound, with Fitch core capital/weighted risks ratios at end-2011 of
13% (Finansbank), 11.4% (Denizbank) and 11.6% (TEB).
The three banks' loans/deposits ratios stood at around 120% at end-2011, above the sector average of 101%. However,
retail deposits provide the bulk of funding for the three banks and parent funding is minimal, as the banks have been able
to access other sources of wholesale funding.
Finansbank's LT IDRs are six notches above those of its owner, the National Bank of Greece ('NBG', 'B-'/Stable), which
holds a 95% stake. This large differential reflects Fitch's view that there is limited contagion risk for Finansbank from NBG.
Finansbank has no material asset exposure to NBG, or to Greece generally; its borrowings from NBG are limited to
subordinated debt issues; and NBG has not sought to withdraw capital or liquidity from its subsidiary. Finansbank's
domestic franchise has not been materially affected by NBG's problems, deposit growth was well above the sector average
in 2011 and wholesale funding access has been maintained.
In Fitch's view, Dexia ('A+'/Negative/VR 'f'), which holds a 99.8% stake in Denizbank, is likely to remain supportive of its
subsidiary prior to sale, notwithstanding its own weak financial position. Denizbank's LT local currency IDR and Support
Rating continue to reflect this potential support, although the Rating Watch Negative on these ratings reflects the potential
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for them to be downgraded should the bank be sold to a more lowly-rated owner.
TEB almost doubled in size in February 2011 when it merged with Fortis Bank A.S., a move driven by BNPP's decision to
consolidate its banking assets in Turkey. Both BNPP and TEB's local Turkish partner, the Colakoglu Group, are supportive
of growth and would be likely to provide further capital if required. TEB is viewed as a strategic investment for both of its
core shareholders. BNPP and Colakoglu jointly control TEB Holding, which holds a 55% stake in TEB, and BNPP
separately holds an additional 40% stake in the bank.
Upside potential for Finansbank and Denizbank's ratings is limited in the near term, given that these banks' VRs are
already above those of the Turkish sovereign's LT IDRs ('BB+'/Stable), and the banks' LT IDRs are at the Turkish Country
Ceiling ('BBB-'). The banks' VRs could be downgraded if asset quality deteriorates markedly as loan books season and
GDP growth slows, although this is currently not Fitch's base case expectation.
TEB's LT IDRs are constrained by Turkish country risks, and could only be upgraded if Turkey's sovereign ratings and
Country Ceiling go up. TEB's VR could be upgraded to the level of Finansbank and Denizbank if management is able to
demonstrate that integration of the merged banks is delivering the expected synergies and improvement in franchise,
resulting in better efficiency and greater self sufficiency in funding.
CJSC Dexia Bank's LT foreign currency IDR is aligned with that of Denizbank given the high level of integration between
the two banks, and CJSC Dexia Bank's small size relative to its parent. However, CJSC Dexia Bank could suffer a multinotch downgrade, once Denizbank's owners change, should these decide to sell the Russian subsidiary.
The rating actions are as follows:
Finansbank:
Long-term foreign and local currency IDRs: affirmed at 'BBB-' with Stable Outlook
Short-term foreign and local currency IDRs: affirmed at 'F3'
Viability Rating: affirmed at 'bbb-'
Support Rating: affirmed at '3'
National Rating: affirmed at 'AAA(tur)' with Stable Outlook
Support Rating Floor: affirmed at 'BB-'
Senior unsecured long-term debt: affirmed at 'BBB-'
Denizbank:
Long-term foreign currency IDR: affirmed at 'BBB-' with Stable Outlook
Long-term local currency IDR: 'BBB', maintained on Rating Watch Negative
Short-term foreign and local currency IDRs: affirmed at 'F3'
Viability Rating: affirmed at 'bbb-'
Support Rating: '2' maintained on Rating Watch Negative
National Rating: affirmed at 'AAA(tur)' with Stable Outlook
Turk Ekonomi Bankasi:
Long-term foreign currency IDR: affirmed at 'BBB-' with Stable Outlook
Long-term local currency IDR: affirmed at 'BBB' with Stable Outlook
Short-term foreign and local currency IDRs: affirmed at 'F3'
National Long-term rating: affirmed at 'AAA(tur)' with Stable Outlook
Viability Rating: affirmed at 'bb+'
Support Rating: affirmed at '2'
Subordinated loan participation notes: affirmed at 'BBB-'
CJSC Dexia Bank:
Long-term foreign and local currency IDR: affirmed at 'BBB-' with Stable Outlook
Short-term foreign and local currency IDR: affirmed at 'F3'
National Long-term rating: affirmed at 'AA+(rus)' with Stable Outlook
Support Rating: affirmed at '2'
Contact:
Finansbank:
Primary Analyst
Janine Dow
Senior Analyst
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+33 (0) 1 4429 9138

Fitch SAS
60 Rue de Monceau
75008 Paris, France
Secondary Analyst
Levent Topcu
Director
+90 212 2847819

Denizbank:
Primary Analyst
Levent Topcu
Director
+90 212 2847819

Fitch Turkey Finansal Derecelendirme Hizmetleri A.S.
Is Bankasi Kuleleri, Kule: 2, Kat:4
4.Levent/Istanbul 34330
Secondary Analyst
Janine Dow
Senior Analyst
+33 (0) 1 4429 9138

Turk Ekonomi Bankasi :
Primary Analyst
Banu Cartmell
Director
+44 2035 30 11 09

Fitch Ratings Ltd.
30 North Colonnade
London E14 5GN
Secondary Analyst
Gulcin Orgun
Senior Director
+ 90 212 284 7829

CJSC Dexia Bank:
Primary Analyst
Maria Kuraeva
Analyst
+ 7 495 956 5575

Fitch Ratings CIS Limited
6 Gasheka Street
Moscow, 125047
Secondary Analyst
Aslan Tavitov
Associate Director
+ 7 495 956 7065

Committee Chairperson
James Watson
Managing Director
+ 7 495 956 9901

Media Relations: Michelle James, London, Tel: +44 0203 530 1574, Email: Michelle.James@fitchratings.com.
Additional information is available at www.fitchratings.com. The ratings above were solicited by, or on behalf of, the
issuers, and therefore, Fitch has been compensated for the provision of the ratings.
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Applicable criteria, 'Global Financial Institutions Rating Criteria' dated August 2011, 'National Ratings Criteria' dated
January 2011, 'Rating Financial Institutions Above the Local Currency Sovereign Rating' dated December 2011 and
'Rating Foreign Banking Subsidiaries Higher than Parent Banks and Parent Bank Holding Companies' dated June 2011
available at www.fitchratings.com.
Applicable Criteria and Related Research:
Global Financial Institutions Rating Criteria
National Ratings Criteria
Rating Financial Institutions Above the Local Currency Sovereign Rating
Rating Foreign Banking Subsidiaries Higher Than Parent Banks and Parent Bank Holding Companies
ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ
THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE
'WWW.FITCHRATINGS.COM'. PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM
THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE
FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM
THE 'CODE OF CONDUCT' SECTION OF THIS SITE.
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