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TSKB’s Strategic Plan

Mission

We create value for the inclusive and sustainable
development of our country through our

high caliber human capital our know-how,

our visionary approach, and our financing

and advisory solutions, backed by our well-

established international partnerships.

Vision

We aim to be a business partner that provides
quality services for the sustainable and
inclusive development of Turkiye that pioneers
international best practices in our country, and
that is trusted, consulted and preferred by our

stakeholders for these reasons.

Our Corporate Value

Strengthen our competitiveness by building
relationships with our stakeholders based on trust

and respect.
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Long-term Cooperation with Development Finance
Institutions and Financial Institutions

We have access to the long-term funds of development
finance institutions; we operate in long-term, effective
cooperation with development finance institutions and
other financial institutions by constantly observing the
economy and needs of our country.

Looking Ahead

Distinctive Factors in Competition

Customer-Centric Approach

We recognize and define the needs of our customers
by anticipating changing conditions and produce need-
oriented solutions.

Sustainable Development Finance, Investment
Banking, and Advisory Expertise

Through the partnerships we have established with our
stakeholders, we are a development and investment
bank providing services for green transformation in the
fields of sustainable development finance, investment
banking, and advisory.

As part of TSKB's 75" anniversary activities, workshops have been initiated with active participation from employees to redefine the Vision, Mission, and Values set

from a future perspective. Through these workshops, we aim to reshape our core values that will carry TSKB into the future, in light of the strengths we have inherited

from the past. This process will help further strengthen our corporate culture and create a roadmap that will enable us to move forward with more solid steps into the

future.
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External Factors

Although the European Central Bank
is likely to continue with a similar pace
of interest rate cuts in the Eurozone
through 2025, long-term bond yields
have been on the rise on the back of

rising political uncertainty.

GLOBAL ECONOMIC DEVELOPMENTS

Limited recovery in the global economy

While the world economy rebounded somewhat in
2024, there were regional differences. However, the high
level of geopolitical tensions and political uncertainties
limited economic activity, and interest rate cuts by

the major central banks began to provide support to
the global economy in the second half of the year.
Despite volatile commodity prices and fluctuations in
transportation costs, there has been a demand-driven
improvement in global inflation due to the lagged
effects of monetary policy. While the tight expectations
limited the improvement in core inflation, the high
trajectory of services inflation was noteworthy.

Inflation is expected to move closer to central bank
targets in many countries, although recent heightened
policy uncertainties have increased upside risks to the
global inflation outlook. The US Federal Reserve's (FED)
rate cuts are likely to be at a slower pace as the upside
risks to inflation increase. Although the European Central
Bank (ECB) is likely to continue with a similar pace of
interest rate cuts in the Eurozone through 2025, long-
term bond yields have been on the rise on the back of
rising political uncertainty. Therefore, global interest rates
are expected to remain high for some time.
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Demand conditions pressure commaodity prices, while
production cuts and sanctions limit crude oil prices from
falling. In 2024, global industrial production and the
volume of global trade grew by 1.5 percent in real terms
on an annual basis. Geopolitical uncertainties, supply
disruptions in oil-exporting countries, and the embargo
imposed on Russia continued to cause energy prices to
fluctuate. Weak demand in major economies, particularly
China, is a general drag on commodity price increases.

Manufacturing and Services PMI (3-Month Averages)
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In 2024, the average price of Brent crude oil was USD
79.9 per barrel, compared with USD 82.2 per barrel in
2023. Global demand in the coming period is expected
to be similar to 2024. However, commodity price
volatility may continue due to ongoing geopolitical
uncertainties and factors stemming from the ecosystem
crisis.

2023 2024

Source: Reuters, TSKB Economic Research
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Declining interest rates

While inflation declined in many economies during

the year, albeit at a slower pace, bond yields remained
volatile despite central banks cutting rates. In December
2024, headline consumer inflation in the U.S. dropped
t0 2.9% from 3.3% at the end of 2023. Annual inflation
in the Eurozone dropped from 2.9% at the end of 2023
to 2.4% as of December 2024. Core inflation in the

U.S., which was 3.9% at the end of 2023, fell to 3.2% in
December from 3.9% at the end of 2023, while a similar
improvement was seen in the Eurozone, from 3.4% to
2.7%.

While the U.S. Federal Reserve (FED) started cutting
interest rates in September 2024, it cut the monetary
policy rate by a total of 100 basis points by the end of
2024, bringing it to 4.25%-4.50%. ECB also cut its deposit
interest rate by 100 basis points to 3% in 2024.

Inflation in USA and Euro Zone
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U.S. and German 10-year bond yields fluctuated in 2024
after closing 2023 at 3.86% and 2.03%, respectively.
Central bank rate cuts, data flows, and geopolitical
developments all contributed to the volatility in

bond yields. Bond yields in advanced economies

have generally increased recently due to political
developments and heightened policy uncertainties. The
U.S. 10-year bond yield closed 2024 at 4.58%, while the
German 10-year bond yield closed 2024 at 2.36%.

Downside risks to growth forecasts

Global growth, estimated at 3.2% in 2024, is expected
to rise t0 3.3% in 2025 and 2026, according to the
International Monetary Fund (IMF). Global consumer
inflation, 5.79% in 2024, is projected at 4.2% in 2025,
noting that developed economies will reach inflation
projections faster than emerging economies.

2023 2024

Source: Reuters, TSKB Economic Research
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Among the downside risks to the outlook are rising
political uncertainties, the possibility of policy-related
disruptions to the disinflation process, a longer-than-
expected recession in China’s real estate sector, and
rising protectionist tendencies in global trade.

DEVELOPMENTS IN THE TURKISH ECONOMY
IN 2024

Balancing the growth composition

The slowdown in the Turkish economy, which began

in the second quarter of 2024, continued in the third
quarter. While private sector consumption made a
smaller contribution to gross domestic product (GDP)

on the expenditure side, net external demand made a
positive contribution for the third consecutive quarter.
As a result, the composition of growth was well balanced
between domestic and foreign demand.

In the first quarter, gross domestic product (GDP)

grew by 1.2% quarter-on-quarter, after adjustment for
seasonal and calendar effects, while it contracted by
0.2% in the second and third quarters. Annual growth
in calendar-adjusted GDP was 5.3% in the first quarter,
2.4% in the second quarter, and 2.1% in the third
quarter. Private sector consumption expenditures made
the highest contribution to growth throughout the
year. While net external demand supported growth,
inventory changes limited growth. Thus, the GDP grew
by 3.2% in the first three quarters of 2024 compared

to the same period of 2023. At the end of 2023,
annualized GDP was USD 1 trillion 130 billion, rising to
USD 1 trillion 260 billion in the third quarter of 2024.
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External Factors

Revenues and expenditures grew at similar rates in
the budget.

In the first half, spending and total revenues rose rapidly,
driven by increased taxes. Both revenues and spending
slowed down in the second half of the year. Rapid rising
interest expenses due to high borrowing costs became
noticeable. In 2024, revenues increased by 66.5%, while
expenses rose by 63.6%. Interest expense outpaced total
expenses, rising 88.3%. As a result, the budget deficit
increased from TL 1 trillion and 380 billion in 2023 to

TL 2 trillion and 106 billion in 2024. The primary balance,
which posted a deficit of TL 706 billion in the previous
year, reached a deficit of TL 836 billion in 2024. Thus,
according to the calculation based on the figures of the
Medium-Term Program (MTP), the budget deficit to GDP
ratio was 4.8% in 2024, and the development of domestic
demand may be important for the budget performance
in 2025.

Improvement in current account balance

The foreign trade deficit narrowed in 2024 on the

back of the recovery in exports and the decline in
imports supported by energy prices. The overall current
account deficit narrowed to USD 5.6 billion in the
January- November period. This is an improvement of
USD 33.1 billion compared to the same period last year,
thanks to improved tourism revenues. The surplus in the
core current account widened to USD 50.0 billion from
USD 33.5 billion. Foreign exchange reserves increased
during this period as capital inflows turned positive,
supported by increased external borrowing. Although
FDI inflows remained at USD 3.8 billion in January-
November 2024, portfolio investment inflows reached
USD 124 billion. Official reserves increased despite
outflows from net errors and omissions, where companies
increased their long-term external debt. In the coming
period, the extent of the slowdown in domestic demand
will play an important role in the current account. The rate
of reserve accumulation will be a function of capital flows
and global developments.

Strategy, Performance and Insights

Corporate Governance and Risk Management

Inflation rose in early 2024 but fell rapidly in late
2024

The annual general CPI inflation rose from 64.8% at
year-end 2023 to 75.4% in May. Annual inflation started
to decline after May on the back of the lagged effects of
the tight monetary policy and ended the year at 44.4%.
The annual inflation rate of the Domestic Producer Price
Index (D-PPI) also rose to 57.7 percent in May, up from
442 percent at the end of 2023. Later, it declined and
reached 28.5% in December. Disinflation is projected

to continue in 2025, albeit at a slower pace, while the
tightness in expectations and the magnitude of the
domestic demand slowdown increase upside risks to
inflation.
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Tight monetary policy and simplification of
macroprudential regulations at the Central Bank of
Tirkiye

CBRT increased the policy rate from 42.5% to 45.0% in
January 2024, and it tightened further in March and
increased the policy rate to 50%. CBRT kept the policy
rate unchanged at this level until December. CBRT also
took steps to simplify the macroprudential framework.
Accordingly, the regulation on the establishment of
securities was repealed. With the support of regulations

Composition of Current Account Balance (12-M. Cumulative, $ Billion)
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encouraging a return to TL deposits, the gradual exit
from FX-protected deposits (FXPD) continued. On the
other hand, the CBRT strengthened the transmission
mechanism by quantitative tightening by increasing
the required reserves. It supported its tight stance by
imposing limits on commercial loan growth.

CBRT cut the monetary policy rate by 250 basis points
to 47.5% at its December meeting. Although the CBRT
started with interest rate cuts, it maintained its cautious
approach to upside inflation risks and emphasized its
tight monetary policy stance in its statements.

Annual Inflation Rates
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A slight acceleration in growth is expected in 2025
The CBRT's and economic administration’s determination
to fight inflation is expected to continue in 2025.
Accordingly, the CBRT's tight monetary policy stance is
likely to be maintained until there has been a significant
improvement in inflation, even though the interest rate
cuts are under way.

In the first half of 2025, economic activity is expected to
follow a path similar to that seen in 2024, accelerating
slightly in the second half as interest rates fall. Thus,
growth in 2025 is expected to be slightly above the 2024
level.
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SECTORAL DEVELOPMENTS IN 2024

2024 was a critical year for banks. Net interest margin,
credit limits and the increase in non-performing loans
were the issues that most concerned banks.

Overall, rising policy rates and tightening monetary
policy have put pressure on banks'net interest margins
this year. The policy rate (weekly repo rate) was raised
500 bps to 50% and held for 9 months.

The mismatch between the maturity of deposits and
loans had an unfavorable effect on net interest income
generation for banks. Although there was a recovery

in net interest margins after the second quarter, this
recovery was less significant than what the banks
indicated in their investor presentations.

Efforts to exit from currency-protected deposits
continued unabated. As a result of the measures taken,
according to BRSA data from 27 December, there was
an outflow of USD 57.1 billion from currency-protected

deposits in 2024, and their share of total deposits fell to
5.9%.

One of the issues that most affected the banking
sector this year was the macroprudential measures
taken by the CBRT. The growth limit imposed on loans
denominated in foreign currency and TL and the
decision on the reserves required in case of exceeding
this limit had a restrictive effect on banks’loan growth.

31
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In terms of bank groups, private banks demonstrated significantly higher loan growth

at 34.9%, surpassing public banks, driven by substantial growth in retail loans and

credit cards. As of 27 December, total retail loans and retail credit cards were up 42.6%

and 55.4%, respectively.

Due to the high cost of TL loans, the companies

shifted to foreign currency loans, and in May, the

CBRT imposed a 2% growth limit on foreign currency
loans. Large amounts of foreign currency loans were
disbursed, particularly by state-owned banks, following
the decision to be implemented in June related to the
allocation of required reserves. In July, the limit on the
growth of FX loans was lowered to 1.5% and remained
stable until the end of the year.

The sector’s FX-adjusted FX loan growth, which was
18.5% in the first six months, slowed slightly to 33.1%
following the decisions. Corporate loans denominated

in foreign currencies increased by 34% compared to the
previous year. TL-denominated loans increased by 27.9%,
while total loans grew by 29.6% in FX-adjusted terms
until 27 December 2024.

In terms of bank groups, private banks demonstrated
significantly higher loan growth at 34.9%, surpassing
public banks, driven by substantial growth in retail
loans and credit cards. As of 27 December, total retail
loans and retail credit cards were up 42.6% and 55.4%,
respectively.

In 2024, there was an increase in non-performing
loans in the sector

There has been a significant increase in non-performing
loans this year due to rising inflation. This increase was
largely attributed to retail loans and credit cards. This
year, for the first time since 2020, the impact of the
increase in non-performing loans was higher than the
impact of the increase in performing loans. As a result,
the NPL ratio rose to 1.78% as of 27 December 2024.
Individual credit cards accounted for a 2.5-fold increase
in non-performing loans, followed by consumer loans,
which posted a 94% increase in non-performing loans.
This increase was 1.5-fold in retail loans.

In 2024, banks had to focus more on non-performing
loans. In the banking sector, approximately

TL 29 billion of non-performing loans were sold to

asset management companies. TL 13.5 billion of these
sales were made in the first half of the year, while the
rest were made after June. Despite the rise in non-
performing loans due to the slowing economy, the non-
performing loan ratio, which has remained steady and
below historical averages in recent years, demonstrates
the sector’s resilience in terms of asset quality.
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The banking sector’s profit amounted to TL 659 billion as
of December 2024. There was a 6.2% increase compared
to the same period of the previous year. When calculated
including trading profit/loss, the net interest margin
since the beginning of the year was 3.7% for the sector
as a whole and 4% for private banks. Accordingly, the
banking sector’s return on equity was 26.7% as of
December 2024.

The banking sector continued to maintain its robust
capital structure during the period. The capital adequacy
ratio of the sector stabilized at 17.7% as of December
2024, taking into account the BRSA's requlatory changes.

Despite a recent indication of a policy easing through a
250 basis point reduction in the policy rate during the
last monetary policy meeting of 2024, several measures,
including the 4 December 2024 reduction of the foreign
currency loan growth limit to 1%, the increase on

4 January 2025 of the 2% growth limit for TL commercial
loans to 2.5% for SMEs and a reduction to 1.5% for other
commercial loans, suggest a more controlled easing.

In 2025, the weight of SMEs in banks'loan portfolios

is expected to increase. The continuation of the
implementation of the return to TL strategy policies,
aimed at increasing the TL weight on both the asset

and liability sides of the banking system, indicates that
banks will experience similar levels of profitability in
2025 as they did in 2024. Furthermore, it is anticipated
that non-performing loans will continue to form in 2025,
with a projected increase in the non-performing loan
ratio compared to 2024. However, it is anticipated that
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returns from FX-protected deposits will persist, with
savers showing continued preference for TL deposits.
Consequently, TL deposits are projected to rise in their
share of total deposits.

The Regulations and Legal Changes Made by the
Authorities

CBRT continued to take steps to support macro
financial stability and the monetary transmission
mechanism in 2024. As part of an overall simplification
of macroprudential policies, the practice of establishing
securities that banks are required to hold at the CBRT
was terminated. The practice of establishing reserve
requirements based on credit growth was introduced
to support tight monetary policy. Loans disbursed in
the earthquake zone continued to be exempt from this
practice.

Investment loans granted under funding from
international development finance institutions were also
exempted. During the year, various amendments were
also made to the reserve requirements in accordance
with the macroprudential framework.

Within the framework of the BRSA regulations, the
high-risk weighting of commercial cash loans in the
calculation of capital adequacy standard ratios has been
terminated under the Regulation on Measurement and
Assessment of Capital Adequacy.

Two new draft regulations for development and
investment banks were issued in 2024. The Draft
Regulation on the Procedures and Principles Regarding
the Funds That Will Not Be Considered as Deposits in
Development and Investment Banks describes the funds
to be provided by clients, partnerships, and shareholders
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that cannot be considered as deposits. The Draft
Communiqué on Credit Limits for Development and
Investment Banks establishes regulations governing the
credit limits that can be extended to individuals, entities,
or risk groups, as well as the calculation, reporting, and
exceeding of these limits.

No inflation accounting was introduced for banks in
2024. 1t was also decided that banks would not apply
inflation accounting for 2025.

Draft guidelines on sustainability issued by the CMB

in 2024 came to the fore. The Draft Guidelines on
Sustainability-Linked Capital Market Instruments

and the Draft Guidelines on Green, Sustainable, and
Social Capital Market Instruments were developed in
accordance with global standards. These guidelines aim
to diversify sustainability-themed issuances.

The scope of the regulation on the requirements for
the processing of sensitive personal data under the
legislation on the protection of personal data has been
redefined. In addition, the procedures and principles
regarding the transfer of personal data abroad were
regulated, and the associated contracts and rules were
published by the Personal Data Protection Authority.

Regarding tax regulations, amendments have been
made to the Corporate Tax Law, thereby introducing
local and global minimum complementary corporate
tax, as well as domestic minimum corporate tax.
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Money Laundering, Combating the Financing of
Terrorism, and Sanctions

Comprehensive regulations were made in the

legislation in 2024 to prevent money laundering

and the financing of terrorism. Additional criteria

were introduced for the appointment of compliance
officers. While the necessity for additional measures

in establishing business relationships with identified
high-risk groups was regulated, changes were made

in the identification process for natural persons and
authorized representatives of legal entities. The scope of
notifications regarding those acting on behalf of others
was entrusted to MASAK (Financial Crimes Investigation
Board). The scope of simplified measures for transactions
conducted between financial institutions was expanded.
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OTHER DEVELOPMENTS DURING THE PERIOD

Developments in Climate Policies

The World Meteorological Organization (WMO) has
declared 2024 as the hottest year on record. Global
average temperatures rose by about 1.55°C above pre-
industrial levels, exceeding the Paris Agreement’s critical
threshold of 1.5°C for the first time in a calendar year.

While the climate crisis remained a top priority, the

29" Conference of the Parties (COP29) held in Baku,
the capital of Azerbaijan, featured discussions on the
effectiveness and future role of the COP processes. Key
takeaways from the meeting included the recognition
of the inadequacy of green transition financing for
developing countries and the challenge of removing
fossil fuels from energy systems. The transition to a low-
carbon economy is expected to require an estimated
USD 6-7 trillion in funding by 2030. However, the
expected annual funding commitment of USD 1.3 trillion
from developed countries was only USD 300 billion.
Furthermore, the inability to reach a consensus on the
phasing out of fossil fuels has led to concerns over the
future of climate action.

The presidential elections in the United States have
contributed to a climate of uncertainty for global
climate policy. President Donald Trump’s announcement
that he will withdraw the United States from the Paris
Agreement for the second time during his presidency
has raised concerns about the potential for a leadership
vacuum in international efforts. The withdrawal of the
US, historically the world’s largest emitter, has created a
negative perception of cooperation in the global climate
fight. However, other countries have demonstrated their
resolve to remain committed to the agreement despite
the US signal of withdrawal. Countries announcing their
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updated Nationally Determined Contributions (NDCs)
confirmed their intention to meet the Paris Agreement
targets. The European Union (EU) has been particularly
proactive in strengthening its policies on combating
climate change, signaling that these efforts will be
sustained in the long term.

In 2024, the EU's Carbon Border Adjustment Mechanism
(CBAM) reached an important milestone. As the first
reporting period concluded on 31 January, importers
were provided with three different reporting options:
full reporting based on the new methodology, reporting
based on an equivalent method, or reporting based on
default reference values. As of 1 July, the third option
was removed for products entering free circulation,

and reporting of embedded emissions with real data
collected from suppliers became mandatory. In addition
to the recent CBAM developments, the Communication
published in February 2024 under the European
Climate Act announced the EU's target to reduce net
greenhouse gas emissions by 90% by 2040 compared
to 1990 levels. In March 2024, the EU published another
communication outlining its strategies to address rising
climate risks.

Significant progress has been made in sustainability
and climate-focused reporting on a global scale. As
of 30 September 2024, IFRS S1 and IFRS S2, issued by
the International Sustainability Standards Board (ISSB),
have been voluntarily or mandatorily adopted by

six governments. In addition, 19 governments have
expressed their intention to adopt these standards

in the future. As one of the first countries to adopt
the standards, Turkiye announced the scope of
implementation under the ownership of the Public
Oversight, Accounting and Auditing Standards Authority
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(POA). Enterprises regulated and supervised by the
Capital Markets Board (CMB), Banking Regulation and
Supervision Agency (BRSA), Insurance and Private
Pension Regulation and Supervision Agency (SEDDK)
and precious metals enterprises operating in Borsa
Istanbul markets were included in the reporting scope.
Among these businesses, those that exceed the
thresholds of at least two of the following criteria in two
consecutive reporting periods were required to report
in accordance with TSRS, which include total assets of
TL 500 million, annual net sales revenue of TL 1 billion,
and 250 employees.

In 2024, Turkiye demonstrated notable advancements

in climate-based policies and TSRS processes. The
2024-2030 Climate Change Mitigation Strategy and
Action Plan, published in March 2024, included strategic
objectives for the establishment of a national Emissions
Trading System (ETS). The plan emphasized key steps,
including defining the scope and functioning of the ETS,
expanding the system by aligning with EU legislation,
and setting emission caps by taking into account
economic and social impacts. The Turkiye Climate
Roadmap, unveiled at COP29, aims to increase the

share of renewable resources in primary energy to 50%
and the share of nuclear energy to 30%. Accordingly,
approximately 80% of national energy consumption

is projected to be decarbonized. The roadmap

also includes specific targets, such as expanding
technology in agricultural irrigation, implementing
organic agriculture in at least 109% of agricultural areas,
and increasing the waste recovery rate to 70%. On

28 September, the President announced that the Climate
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According to the Climate Bonds Initiative (CBI), the total issuance volume of green,

social, sustainability, and sustainability-linked (GSS+) bonds reached USD 5.4 trillion

by the third quarter of 2024.

Law would be on the agenda in the new legislative
year and that the green transformation process would
accelerate. The Law was incorporated into the Medium
Term Program for the 2025-2027 period, thus, the
transformation process was given priority among
national policies.

Sustainable Finance

The year 2024 was notable for its considerable
advancements and innovations in sustainable finance
markets. According to the Climate Bonds Initiative (CBI),
the total issuance volume of green, social, sustainability,
and sustainability-linked (GSS+) bonds reached

USD 5.4 trillion by the third quarter of 2024. Since the
beginning of 2024, the volume of GSS+ bonds issued
has amounted to USD 818.2 billion, marking an 11%
increase compared to the same period in 2023.

Green bonds continued to be the largest contributor

to this growth, accounting for 62% of the total volume.
Social bonds surpassed a significant threshold of

USD 1.1 trillion in Q3 2024, representing 19% of the total.
Meanwhile, sustainability bonds accounted for 18%

of the total volume, reaching USD 956.5 billion, while
sustainability-linked bonds accounted for only 1% of the
cumulative volume, reaching USD 554 billion.

In alignment with the expanding interest in sustainable
debt, the International Capital Market Association (ICMA)
published two significant documents in June 2024 that
provide guidance. The Green Enabling Projects Guidance
provides guidance to projects that do not fall directly
into the green category but require transformation,
while the Sustainability Finance Bond Guidance defines
loan and bond structures based on key performance
indicators for sustainability goals and provides important
guidance on transparency, reporting, and external
evaluation processes.
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The year 2024 witnessed important developments

for Turkiye as well. Turkiye entered the sustainable
finance market with its first USD 2.5 billion seven-year
sovereign green bond, which was launched in April
2023.The allocation report released in September
2024 revealed that close to 80% of the bond proceeds
were directed to clean transportation (56%), climate
change adaptation (20%), and sustainable water

and wastewater management (13%) projects. The
remaining funds were allocated to various categories,
including pollution prevention and control, renewable
energy, and biodiversity. Electric locomotives, the
installation of wind turbines in Alagati, and efforts to
protect sensitive ecosystems in izmit Bay were among
the projects funded. These projects underscored the
mounting significance of adaptation and resilience

in national strategies, showcasing Turkiye's endeavors
to embrace effective market practices. In addition to
these developments, the Capital Markets Board (CMB)
announced the drafting of “Draft Guidelines on Green,
Sustainable and Social Capital Market Instruments”and
“Draft Guidelines on Sustainability-Linked Capital Market
Instruments’”.

In 2024, while the global and local sustainability agendas
have seen significant progress, political changes in the
US have led to a weakening of this momentum. In the
final weeks of the year, leading U.S. financial institutions
announced their withdrawal from the Net Zero Banking
Alliance (NZBA), composed of a group of banks
committed to aligning their lending and investments
with zero greenhouse gas emissions by 2050.
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Gender Equality

Gender equality is a critical component of economic,
social, and cultural development. In 2024, numerous
countries introduced legislation aimed at achieving
gender equality and took concrete steps to ensure
fairer working conditions for women. Turrkiye's Twelfth
Development Plan, covering 2024-2028, demonstrated
the importance attached to gender equality with
goals and measures to empower women, prevent
discrimination and ensure access to equal rights,
opportunities, and means. To this end, various programs
and projects have been implemented to increase
women’s participation in the workforce in both the
private and public sectors.

However, despite these positive developments, the
World Economic Forum’s (WEF) Global Gender Inequality
Report 2024 shows that at the current rate of progress, it
could take 134 years to achieve full equality. The report
indicates an increase of 0.1% in the overall gender
inequality score, reaching 68.5% in 2024. Turkiye's
position in the Gender Gap Index remained unchanged,
ranking 127" out of 146 countries. The report also

found that the global female labor force participation
rate rose to 42 percent, above the International Labor
Organization’s average of 40.5 percent. However, the
percentage of women in senior management positions
fell 0.3 percentage points from the previous year to 31.7
percent.
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Regulations on Sustainability and Transformation
of Consumers

The year 2024 was a pivotal year in the evolution

of sustainable procurement, marked by significant
regulatory amendments and heightened consumer
awareness. New regulations aim to provide consumers
with more transparent information, prevent

misleading practices such as greenwashing, and
promote sustainable products. Consumers'growing
environmental awareness has become the main driver of
this transformation.

In particular, the EU’s legislative measures to support
sustainable consumption habits in 2024 have gained
momentum, in line with the objectives of the Circular
Economy Action Plan. The “Directive on Empowering
Consumers in the Green Transformation (2024/825)"
published on 28 February, expanded labeling
requirements and introduced the requirement that
environmental claims such as “eco-friendly”, “climate
neutral’, "natural or “eco” must be supported by scientific
evidence. Furthermore, consumers were encouraged
to choose long-lasting and sustainable products by
highlighting product durability information.

Additionally, the “Directive on Common Rules for the
Repair of Goods (2024/1799)" of 13 June 2024 introduced
regulations with the aim of increasing the repairability

of products and expanding the availability of affordable
repairs. While it has become mandatory for electronic
products to be repaired under warranty, the European
Repair Information Form application has been launched
so that consumers can access more information about
repair processes.
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The “Regulation on Ecodesign for Sustainable Products
(2024/1781)," published on 28 June 2024, expanded
the scope of ecodesign standards to encompass all
products, with the exception of food and medical
products. By introducing a Digital Product Passport
requirement for every product, the Regulation allows
sustainability criteria such as carbon footprint and the
proportion of recycled materials to be transparently
communicated to consumers.

These regulations offered consumers access to more
information and encouraged them to make sustainable
choices. The Simon-Kucher Global Responsibility Study,
which surveyed 6,120 consumers in six countries

(the United States, Germany, the United Kingdom,
Australia, the Netherlands, and India), found that these
regulations are not only driven by awareness-raising
efforts but also reflect consumers’ growing demand for
sustainable products. 71% of respondents indicated
that environmental sustainability is more important
than it was last year, and 64% of respondents identified
sustainability as one of the top three most valuable
aspects of their product category.

The EU's policies on circular economy and sustainable
products signal a new era for businesses and consumers
alike. These changes will not only yield environmental
benefits but will also accelerate the development of
green technologies, supporting a broader economic
transformation. It is crucial for the public, financial and
private sectors to act in cooperation for Turkiye to be
part of this process.
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Stakeholder Engagement and Double Materiality Analysis

During its biennial evaluation process,
TSKB has taken its analysis approach

a step further this year by considering
the changing standards and

international developments.

Importance of Stakeholder Engagement

TSKB bases its sustainability strategy and priorities on the
expectations of its stakeholders, adopting an approach
that considers the value chain. The Bank supports its
long-term business model by integrating its perspective
with the insights of its stakeholders. The strategic

and priority topics are aligned with the views of the
stakeholder groups that can provide effective feedback.
Regular analyses are conducted, and the results are
incorporated into reporting processes.

During its biennial evaluation process, TSKB has taken its
analysis approach a step further this year by considering

the changing standards and international developments.

Double Materiality Methodology

This year, TSKB advanced its analytical approach

by incorporating evolving standards and global
developments into its biannual evaluation process.

In a two-step analysis, it first prioritized sustainability
topics using a 360-degree perspective, considering
both impact and financial aspects based on the
European Financial Reporting Advisory Group (EFRAG)
guidelines using a double materiality approach. In the
workshop held during the second phase of the process,
stakeholders discussed the priority topics in detail in
terms of their impact, risk, and opportunity.
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Impact Materiality
From the Inside Out

The Impact of TSKB's Activities on the World

WV

N

Financial Materiality
From the Outside In

The Impact of Sustainability Issues on TSKB

Double Materiality
According to the EFRAG definition, “Double Materiality”is a framework that provides criteria for determining whether
a sustainability issue should be included in a company’s sustainability report. In this context, double materiality is
defined as the combination of impact materiality and financial materiality.

Impact Materiality
A sustainability issue is defined as materially important
in terms of impact if it generates significant positive
or negative effects on people and the environment in
the short, medium, or long term as a result of company
activities.

Financial Materiality
A sustainability issue is defined as financially material if
it presents significant risks and opportunities that affect
the company’s future cash flows, operations, and short,
medium, and long-term value.

In line with TSKB's corporate strategies, national and international examples from the banking and finance sector,

global trends, and the World Economic Forum'’s (WEF) Global Risks Report, sustainability topics were reassessed at the
outset. In addition, meetings were held with the Bank’s Sustainability Management Committee and other strategically
important department heads to obtain their views on the current priority targets and future strategies. As a result of
the study, considering the destructive effects of increasing pollution and environmental degradation on biodiversity,
"Protection of Nature and Biodiversity” was included in the scope, and TSKB sustainability topic universe consisting of 18

topics was formed.
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In the study, designed by TSKB Surdirdlebilirlik
Danismanhdi AS. - Escarus, four assessment questions
were asked to analyze stakeholders' perception of the
Bank and their views on sustainability priorities more
comprehensively than in previous years. Through these
questions, stakeholders were asked to assess;

The level of impact of TSKB's activities on sustainability,

The potential financial impact of sustainability on
TSKB,

The adequacy of TSKB's work on sustainability, and

To what extent should sustainability be a priority for
TSKB in the future?

Additionally, respondents were allowed to share their
detailed opinions and additional insights by answering
open-ended questions. Quantitative data was collected
from a representative sample of TSKB's stakeholder
universe through online surveys using links created
specifically for internal and external stakeholders.

7 stakeholder groups were reached for the analysis, and
the responses of 125 participants, including 87 internal
stakeholders and 38 external stakeholders, were
compiled.

Stakeholder Groups

External Stakeholder
Group
Public Institutions

Internal Stakeholder Development Finance

Group Institutions
Board of Directors Financial Institutions
All Employees Customers

Affiliates and Subsidiaries
Academic Stakeholders
NGOs
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Evaluation of Analysis Results
In response to the input received from stakeholders, TSKB developed the Double Materiality Matrix. This matrix

utilizes a horizontal axis that represents impact materiality and a vertical axis that represents financial materiality. The
development of the matrix was informed by data obtained through analysis. Of the 18 topics analyzed, seven were
identified as topics with high priority in both impact and financial terms. 3 topics were assessed as high priority in
terms of impact only and 2 topics were assessed as high priority in terms of financial materiality only. The remaining 6
topics were assessed as low priority. These results align with the approach adopted by TSKB, offering a strategic outlook
that underscores the cornerstones of responsible and sustainable banking. Detailed explanations on the financial
materiality, risk and opportunity assessment carried out in line with TSRS are given on page 111 of the report.

Double Materiality Results - Matrix Representation
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Customer Experience -
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Appendices Financial Statements 39

Sustainable Financial Performance

Management
of Climate
Risks and
Opportunities

Cyber Security and Data Protection
Effective Risk Management

Ethics, Legal Compliance, and
Anti-Corruption

Supporting the UN SDGs

Stakeholder
Capitalism and
International
Cooperation

Digital . Innovation . Competent « Environmental and Social Impact
: ; Monitoring and Reportin
Transformation Employee Hliman Capita| 2 POt
and Aglity ENgEmEti Ene « Protection of Nature and Biodiversity
Employee/Human
Rights
« Responsible
Procurement and
Supply Chain
« Inclusiveness, Equal Opportunity, and Diversity
« Corporate Social Responsibility
7,60 7,80 8,00 8,20 8,40 8,60 8,80 9,00
Impact Materiality

High-Priority Topics from Both Impact and Financial Perspectives
High-Priority Topics from an Impact Perspective Only

High-Priority Topics from a Financial Perspective Only
Low-Priority Topics from Either an Impact or Financial Perspective
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Stakeholder Engagement and Double Materiality Analysis

High-Priority Topics from an Impact Perspective

Environmental and Social Impact Monitoring and
Reporting
Corporate Social Responsibility
Protection of Nature and Biodiversity

High-Priority Topics from Both Impact and Financial
Perspectives

Management of Climate Risks and Opportunities
Supporting the UN SDGs
Ethics, Legal Compliance, and Anti-Corruption
Sustainable Financial Performance
Effective Risk Management
Stakeholder Capitalism and International Cooperation
Cybersecurity and Data Privacy

Sustainable Financial Performance

Management of Climate Risks and Opportunities

Ethics, Legal Compliance, and Anti-Corruption

Supporting the UN SDGs

Cyber Security and Data Protection

Effective Risk Management

Customer Experience

Stakeholder Capitalism and International Cooperation
Environmental and Social Impact Monitoring and Reporting

Protection of Nature and Biodiversity

High-Priority Topics from a Financial Perspective

Customer Experience
Competitive Behavior

Low-Priority Topics from Both Impact and Financial
Perspectives

Inclusiveness, Equal Opportunity, and Diversity
Competent Human Capital
Responsible Procurement and Supply Chain
Employee Engagement and Employee/Human Rights
Innovation
Digital Transformation and Agility

Financial Priority

9.00
8.92
8.58
8.47

8.76

8.56

8.36

M High-Priority Topics from Both Impact and Financial Perspectives

High-Priority Topics from a Financial Perspective Only
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In addition to the double materiality approach, the
dynamic materiality approach was also incorporated
into the analysis. A weighting perspective was adopted
to assess the ease of adaptation to changing internal
and external circumstances and how issues should be
prioritized in different situations over time.

The 10 topics with the highest priority for the Bank were
identified by integrating the dynamic approach, senior
management views, TSKB's strategy and sustainability
goals into the ranking, based on the average of impact
and financial priority. These topics are presented in an
ordered format, with financial materiality on one side of
the horizontal axis and impact materiality on the other.
A comparison of the high-priority topics for 2023 and
2024 indicates a shift primarily attributable to the
adoption of the double materiality approach.

Impact Priority

8.60
8.81
8.60
8.62
8.29

8.35

8.35

8.29

High-Priority Topics from an Impact Perspective Only

Low-Priority Topics from Either an Impact or Financial Perspective
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The priority topics for 2023 were
identified using the traditional
materiality approach. In 2024, the
scope of the analysis was expanded
by assessing the financial impact
of sustainability issues on TSKB.
Different topics came to the fore in

prioritization.

When comparing the high-priority issues of 2023 and
2024, it is evident that a change has occurred, and
this result primarily stems from the dual materiality
approach.

The priority topics for 2023 were identified using the
traditional materiality approach. In 2024, the scope of
the analysis was expanded by assessing the financial
impact of sustainability issues on TSKB. Different topics
came to the fore in prioritization. Another key factor
in the decision to proceed with the change was the
mounting recognition of the climate crisis, which

led to heightened environmental concerns among
stakeholders and placed significant emphasis on
environmental issues. In 2024, shifts in both Turkish
and global economic conditions also influenced the
prioritization of topics.
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High-Priority Topics for 2023
Ethics, Legal Compliance, and Anti-Corruption
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High-Priority Topics for 2024"
Sustainable Financial Performance AN

Cyber Security and Data Protection

Management of Climate Risks and Opportunities /N

Sustainable Financial Performance

Ethics, Legal Compliance, and Anti-Corruption \/

Competent Human Capital

Supporting the UN SDGs /N

Employee Engagement and Employee/Human Rights

Cyber Security and Data Protection N/

AN AhWN =

Digital Transformation and Agility

Effective Risk Management AN

“Upward and downward arrows indicate the ranking compared to 2023

High Priority Topics and Oversight Mechanisms
TSKB recognizes the importance of the identified high-
priority topics and defines them in line with its business
strategy, integrating them into its operations. The

Bank regularly audits material topics and compliance
as part of the senior management review process

and the assessments of the Sustainability Committee
through the Sustainability Management System. Audit
mechanisms are managed as dynamic and evolving
components. Internal control processes are managed
effectively, and the strength and compliance of audit
mechanisms are monitored.

Customer Experience /N

Stakeholder Capitalism and Internatio