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THE ENVIRONMENT 
WE OPERATE IN 
2017 MACROECONOMIC 
OVERVIEW AND 2018 
OUTLOOK

A RELATIVELY BETTER YEAR 
2017 started with several concerns on 
the World economy as the election of 
Trump in the US was expected to initiate 
several restrictions on global trade. 
Though, as it is understood that pre-
election commitments of Trump could 
only be applied over time with sizable 
flexibilities, risk appetite has reemerged 
with a more synchronized and balanced 
growth outlook throughout the world. 
This drove capital inflows to developing 
economies at least during the summer, 
when Turkey also benefited a lot. 

Despite the ongoing volatility, 2017 
proved to be a year during which global 
trade has gained momentum with a 
relatively better outlook on regional basis. 
The US economy continued with high job 
gains, while the recovery in Europe turned 
out to be more synchronized. Chinese 
economy maintained its structural 
transformation but thanks to supportive 
fiscal measures it attained higher-than-
expected growth rates, which also 
benefited other emerging economies 
that export commodities. Increasing 
demand across-the-board also helped 
commodity prices escalate, supporting 
the demand to increase further. Overall, 
global economy managed to grow around 
4% in 2017 and is expected to sustain 
these levels in the coming years.

Although growth became promising, 
inflation stayed at muted levels possibly 
as a result of the digital transformation 
in the economy. Thus, 2017 continued to 
be the year of normalization in monetary 
policies at a very gradual pace. The 
Federal Reserve (Fed) hiked its policy 
rate twice as it had initially communicated 
and started to shrink its balance sheet 
as of October. European Central Bank 
(ECB) enhanced its forward guidance 
and announced that it would lower its 
monthly asset purchases to EUR 30 billion 
as of the start of 2018.

The tighter monetary policy of the Fed 
was accompanied with higher interest 
rates in the shorter end of the US yield 
curve but weak inflation releases resulted 
in more stable long term interest rates. 
Hence, a yield curve becoming more 
horizontal started to feed expectations 
on a more gradual rate hike scenario 
from the Fed, which kept risk appetite in 
global financial markets strong. Though, 
higher than expected inflation releases 
associated with the upward revisions on 
growth expectations thanks to the tax 
reform and recovering global economic 
activity might result in a more hawkish 
monetary normalization of the Fed, which 
could have an impact on risk perception, 
triggering further volatility in financial 
markets.

In the coming period, both the pace of 
global demand and the mood in financial 
markets will be key for the continuation 

of capital flows to developing economies, 
which prove to be in a better position 
compared to previous years as their 
economies are now well-prepared to 
shocks from past experiences and 
relatively reshaped strengths. 
 
SIZABLE RECOVERY IN TURKISH 
ECONOMY
2017, for Turkey's economy was a year of 
efforts to compensate for the negative 
repercussions of 2016. In addition to the 
measures taken at the end of 2016, the 
implementation of the Credit Guarantee 
Fund (CGF) created a strong growth path. 
Turkey's economy grew 7.4% in the first 
three quarters of the year; and will likely 
have grown close to 7% throughout 
2017. Apart from solid domestic demand 
where investment expenditures also 
started to contribute, net exports also 
made a positive contribution thanks to 
the recovery in tourism revenues and the 
higher growth rates in Europe. A similar 
scenario in 2018 is likely in which net 
exports continue to contribute positively 
but with a limited extent, while domestic 
demand maintains a strong trend. 

On the other hand, high growth rates, 
lagged impact of currency depreciation 
and relatively higher oil and food prices 
were the factors that pushed up inflation 
in 2017. Annual consumer inflation ended 
the year at 11.9%, up from 8.5% in 2016. 
Bearing in mind the cumulative effects 
of the depreciation of the Turkish lira, 
expected strong economic activity and 
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cost push factors will likely keep inflation 
high, close to two-digit levels in the first 
three quarters of 2018 before falling 
towards 9% at the end of the year.

As a result of increasing volatility in Turkish 
Lira and deteriorating inflation outlook, 
the Central Bank of Turkey (CBRT) took 
several steps to fight against this trend by 
increasing its average funding cost (~450 
bps during the year) and also using non-
interest financial instruments like holding 
foreign exchange deposits against TL 
deposits auctions, rediscount credits and 
TL - settled forward foreign exchange sale 
auctions. Sizably worsening in inflation 
expectations and excess demand will 
likely to require monetary policy to 
remain tight at least throughout 2018. 

In terms of external balance, after 
declining to USD 32.6 billion (3.8% of 
national income) at the end - 2016, 
current account deficit went up to USD 
47.1 billion in 2017 due to higher energy 
prices, strong gold imports and solid 
domestic demand. The current account 
deficit closed 2017 at around 5.5% of 
national income. 

On the fiscal policy front, 2017 was 
a year of counter-cyclical policies, 
which resulted in a worsening in 
budget performance. Although the 
recovery in domestic demand and the 
extension of tax amnesty supported tax 
revenues, relatively higher government 
expenditures resulted in a pick-up in 
central government budget deficit, up 
to c.1.5% of national income in 2017 from 
1.1% in 2016. The ratio of primary surplus 
to the GDP also deteriorated (YE2016: 
0.8%; YE2017: c.0.3%). Fiscal policy is 
expected to remain accommodative in 
2018 to keep growth momentum strong 

against the unfavorable base impact of 
2017. The efforts to earn more revenues 
to spend more are consistent with the 
Medium Term Plan (MTP) targets that 
the budget deficit to GDP ratio will be 
close to 2% during the forecast period. 
Preferring direct tax hikes to generate 
more revenues strengthens the combat 
against high inflation. For example, the 
increase in corporate tax on companies 
would serve for this aim. 

As a result of the deterioration in budget 
performance, Treasury’s borrowing 
requirement increased in 2017 compared 
to previous years. Apart from the 
increasing need, Treasury also benefited 
from the positive global mood during 
the summer months in 2017, conducted 
a front-loaded borrowing and ended 
the year with a surplus of TL 23 billion 
including currency gains. Thus, Treasury's 
domestic debt roll-over ratio rose to 125% 
from 90% in 2016. On the other hand, the 
ratio of EU-defined public debt stock to 
the GDP remained almost flat with its 
YE2016 value, and stood at 28.3% in the 
third quarter of 2017. The ratio was 28.2% 
at the end of 2016.

In terms of recent developments 
in politics, after the constitutional 
referendum on April 2017 resulted in 
favor of the executive presidency, Turkey 
will start to be governed by presidential 
system in which the President will be the 
head of the state and also the government 
and can sustain party membership. 
The post of the Prime Minister will be 
abolished. The President can appoint 
and dismiss senior public executives. 
The number of Members of Parliament 
(MPs) will increase to 600 from 550 and 
the minimum age to become a candidate 
in parliamentary elections will be reduced 

to 18 from 25. In the meantime, the 
Parliament will adopt new laws in line with 
the amended constitution including the 
election law. 
  
OPPORTUNITIES & CHALLENGES 
OF TURKISH ECONOMY 

As a bridge uniting Asia and Europe, 
Tur key ’s  e conomy cont inue d to 
strengthen in 2017. With a GDP of 858 
billion US dollars, Turkey is the 17th 

largest economy in the world1. After 
the global financial crisis in 2008-2009, 
Turkish economy managed to grow by 
6.8% and Turkey’s 2017 GDP growth is 
expected to remain strong, with levels 
close to 7%. Figures are well above the 
rates of other developing countries as 
well as EU and prove the dynamic nature 
of the Turkish economy. Going forward, 
according to IMF’s recent estimate, 
Turkish economy will grow by 4% in 2018, 
which is higher than Emerging Europe and 
LATAM countries and double that of the 
growth of the EU. Indeed, the revision of 
national accounts in 2016 and current high 
momentum in economic activity resulted 
in a higher potential growth rate, which is 
5.5% according to a more recent article of 
the Central Bank.

Fiscal discipline, sound monetary policy, 
a strong and well-supervised financial 
system and a reform agenda continue to 
be the main pillars of Turkey's economic 
program. Turkey’s central government is 
expected to run a budget deficit c.1.5% in 
2017. The general government debt stock 
ratio has been meeting the EU Maastricht 
Criteria of 60%, since 2004.

Another important factor that supports 
the growth profile is the demographics 
of Turkey. Turkey has a sizable, young 



ABOUT GARANTI

24
ABOUT GARANTI

25

GARANTI BANK GARANTI BANK2017 INTEGRATED ANNUAL REPORT 2017 INTEGRATED ANNUAL REPORT

and growing population. With around 
80 million people, Turkey has one of the 
highest populations in Europe and the 
CEEMEA countries. 55% of the Turkish 
population is under 35 years-old and the 
labor force is constantly evolving towards 
a more qualified level with increasing 
participation of women. In 2030, the 
population is expected to reach 88 
million, compared to negative growth in 
Europe and the CEEMEA region.

One of the main challenges Turkey faces 
is the gross external financing needs 
summing up to around 25% of GDP per 
year. High dependence of the production 
on  intermediate goods imports and 
being in the lower part of the global 
supply chain result in both higher trade 
and accordingly current account deficit 
as the Turkish economy grows. Hence, 
it gets vital for Turkey to attract capital 
inflows in order to finance the deficit. This 
fact recently poses challenges as Central 
Banks of the advanced economies, 
especially the Fed, continue to withdraw 
from the accommodative monetary 
policies. The likelihood that the monetary 
policy normalization could be gradual in 
advanced economies may alleviate the 
pressure on emerging markets by giving 
more room to apply necessary reforms 
as capital inflows would remain moderate 
despite the likely increase in the cost of 
financing. To this aim, the economy 
management in Turkey has already 
started to implement some structural 
reforms such as increasing incentives 
for savings and lowering intermediate 
goods imports by means of replacing with 
domestic production.

Another main challenge could be the 
currency mismatch problem of the 
corporate sector with an open FX position 

of around 25% of GDP. It exacerbates 
vulnerabilities of the economy to external 
shocks as exchange rate volatility could 
get higher during turbulence in global 
financial markets. Meanwhile, to tackle 
the problem, the economy management 
has initiated certain measures such as 
non-deliverable TL forward contracts and 
some limitations of foreign currency loans 
under a risk exposure of 15 million dollars. 
Furthermore, the bigger companies will 
also be required to hedge in the coming 
months. All in all, together with the 
program initiated to increase savings, 
both external f inancing needs and 
vulnerabilities in the economy could be 
diminished as the Government continues 
to pursue indispensable structural 
reforms.

OPPORTUNITIES & CHALLENGES 
OF TURKISH BANKING SECTOR

The Turkish banking sector is strictly 
regulated and highly monitored by two 
powerful agencies; Banking Regulation 
and Supervision Agency (BRSA) and 
Central Bank of the Republic of Turkey 
(CBRT).

According to the BRSA sector data as 
of December 2017, there are 49 banks 
operating in Turkey (28 private commercial 
banks, 3 state banks, 13 development and 
investment banks, 5 participation banks). 
The top seven banks, three of which were 
state-controlled, are holding more than 
70% of the banking sector’s total assets, 
loans and deposits in Turkey.

Turkey’s large and dynamic economy 
with attractive demographics definitely 
contributes to the banking sector's 
growth prospects. The Turkish banking 
sector had a cumulative average growth 

rate of more than 13% since 2002. Despite 
this outstanding performance, Turkish 
banks still have significant room for 
growth. The penetration rates for banking 
products increased significantly since 
2002. Yet, they are still low compared to 
figures in Euro area. More importantly, 
the unbanked population is quite high 
in Turkey. More than 40% of the adult 
population is unbanked2 which means 
they do not have an account at a financial 
institution.

Unlike many other banks around the 
world, liquidity risk is not a big threat 
for Turkish banks. With 55% of the total 
assets funded with customer deposits, 
the sector remains solid with its highly 
stable funding structure. 

BRSA has been monitoring the liquidity 
position of the banks closely. Liquidity 
Coverage Ratio requires banks to carry 
high quality liquid asset reserve sufficient 
to cover their net cash outflows and 
the ratio is well-above required levels 
indicating Turkish banks’ solid liquidity 
position.

In terms of capital, Turkish banks are 
also in an advantageous position. After 
introducing a recommended Capital 
Adequacy Ratio (CAR) level of 12% on 
the top of 8% required level, within 
the scope of Basel-III alignment, BRSA 
introduced new capital buffers such as 
SIFI Buffer, Capital Conservation Buffer 
and Counter-Cyclical Buffer. A deeper 
analysis of the capital structure of Turkish 
banks indicates that the banking sector 
capital is mainly made up of Tier I capital 
(as high as 86%), namely paid-up capital, 
legal reserves, profit for the period and 
retained earnings.

Unlike European banks, high leverage 
is not an issue for Turkish banks. While 
delivering mid-to-high teens Return on 
Average Equity (ROAEs),Turkish banking 
sector operates with as low as 8x leverage 
where Eurozone is around 12x while South 
Africa operates with higher than 10x3.

Touching upon asset quality, Turkish 
banks also stand out for their sound 
asset quality. Thanks to the established 
and prudent underwriting procedures, 
3.0% NPL ratio is one of the lowest in the 
region and the specific coverage is 79%. 

State banks have significant presence 
in banking sector assets and deposits. 
Three state banks hold one third of the 
sector’s total assets, loans and deposits.

Deposits are very short-term in Turkey, 
their maturities are mostly 1 to 2 months. 
As Turkish banks do not fund their long-
term loans (such as project finance loans 
or mortgages) with short-term funding 
sources, loan to deposit ratio of the 
sector fairs way above 100% (117% as 
of December 2017). In that sense, the 
dependence to international markets to 
diversify funding sources and manage 
duration mismatch, increases the sector’s 
sensitivity to external developments 
and investor sentiment. Nevertheless, 
Turkish banks have continuous access to 
international funds. The banking sector 
managed to roll-over 76% of its long-
term foreign currency debt even in the 
dire moments of the global crisis. 

Moreover, the deposit market is not 
fully liberalized. Privileged status of 
state banks in collecting low-cost state 
institutions’ deposits allows them to offer 
higher deposit rates in the market. This 
pricing behavior distorts the competition. 

Additionally, scarcity of TL funding in 
the absence of well-developed capital 
markets makes the pricing competition 
more fierce.

Source: BRSA monthly data as of December 2017

1 IMF’s World Economic Outlook Report dated 

October 2017. Ranking as of YE 2016 

2 Per World Bank’s “Turkey: Financial Inclusion 

Conference” notes dated June 3-4, 2014.

3 IMF-FSI databases. Most figures are based on 

2Q17 figures
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CORPORATE
PROFILE
Established in 1946, Garanti Bank is 
Turkey’s second largest private bank 
with consolidated assets of TL 356.3 
billion (USD 94.4 billion) as of December 
31, 2017.

Garanti is an integrated f inancial 
services group operating in every 
segment of the banking sector including 
corporate, commercial, SME, payment 
systems, retail, private and investment 
banking together with its subsidiaries 
in pension and life insurance, leasing, 
f a c to r i n g,  b ro ke r a g e  a n d a s s e t 
management,besides international 
subsidiaries in the Netherlands and 
Romania.

As of December 31, 2017, Garanti provides 
a wide range of financial services to its 
more than 15 million customers with 
19 thousand employees through an 
extensive distribution network of 937 
domestic branches, 7 foreign branches 
in Cyprus and one in Malta, and 3 
international representative offices in 
London, Düsseldorf and Shanghai. Garanti 
offers an omni-channel convenience with 
seamless experience across all channels 
with more than 5,000 ATMs, an award-
winning Call Center, internet, mobile 
and social banking platforms, all built on 
cutting-edge technological infrastructure.

Moving forward to maintain sustainable 
growth by creating value for all its 
stakeholders, Garanti builds its strategy 
on the principles of always approaching 

its customers in a “transparent”, “clear” 
and “responsible” manner, improving 
customer experience continuously by 
offering products and services that are 
tailored to their needs. Its competent and 
dynamic human resources, uninterrupted 
investments in technology, innovative 
products and services offered with strict 
adherence to quality and customer 
satisfaction carry Garanti to a leading 
position in the Turkish banking sector.

Implementing an advanced corporate 
governance model that promotes the 
Bank’s core values, Garanti has Banco 
Bilbao Vizcaya Argentaria S.A. (BBVA) 
as its majority shareholder with 49.85% 
share. Its shares publicly traded in Turkey, 
and its depositary receipts in the UK 
and the USA, Garanti has an actual free 
float of 50.07% in Borsa Istanbul as of 
December 31, 2017.

Garanti’s constantly improving business 
model is driven by its strategic priorities 
focused on responsible and sustainable 
development, customer experience, 
employee happiness, digitalization, 
optimal capital utilization and efficiency. 
Its custom-tailored solutions and wide 
product variety play a key role in reaching 
TL 285.5 billion (USD 75.6 billion) cash 
and non-cash loans. Garanti’s capital 
generative, disciplined and sustainable 
growth strategy that strictly adheres 
to solid asset quality enables the Bank 
to move forward strongly. Its effective 
risk management through world-class 

integrated management of financial and 
non-financial risks and organizational 
agility in capturing new opportunities 
result in sustainable value creation for all 
its stakeholders.

Moreover, Garanti creates shared value 
and drives positive change through 
lending based on impact investment, 
as well as strategic partnerships and 
community programs focusing on 
material issues for both Garanti and its 
stakeholders.

garanti423 3.3 min 1

49.85%
BBVA (BANCO

BILBA VIZCAYA
ARGENTARIA, S.A.)

3.52%
RETAIL INVESTORS

0.33%
UNIDENTIFIED

46.30%
INSTITUTIONAL
INVESTORS

2.74%
Domestic Retail Investors
0.78%
Foreign Retail Investors

GARANTI’S SHAREHOLDING 
STRUCTURE

INSIDER HOLDINGS:

The chairman, members of the Board of Directors, the CEO and the Executive Vice Presidents are allowed to own publicly-traded shares of Garanti Bank; 

their transactions in Garanti Bank shares are publicly disclosed pursuant to Capital Markets Board regulations.

Note: There is no ultimate non-corporate controlling shareholder holding more than 5% share in the shareholding structure.

Institutional shareholder and foreign individual shareholder composition data based on IPREO Shareholder ID Analysis dated December 2017; the actual 

free float ratio and the share of local individual shareholders are all based on Central Agency Registry Agency data. 

17.94% UK & Ireland

15.71% North America

6.52% Continental Europe (excl. Turkey)

2.68% Asia
2.02% Turkey
1.43% Rest of the world
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OUR PURPOSE
TO BRING THE AGE OF OPPORTUNITY TO EVERYONE

OUR COMPETITIVE
ADVANTAGES

DYNAMIC HUMAN CAPITAL 
MAKING A DIFFERENCE

• HR policies focusing on employee 
happiness

• Awarded talent programs 
• Platforms to encourage employees 

to share their suggestions and 
innovative ideas 

• First company from Turkey eligible for 
“Gold Certificate” from Investors in 
People (IIP) for the second time

• 36 hours/employee training per annum

CUSTOMER-ORIENTED 
INNOVATIVE PRODUCTS AND 
SERVICES

• Differentiating with innovative, 
flexible and custom-tailored solutions

• Conducting market research and 
listening to customers

• Blending customer needs and 
tendencies with evolving trends

STATE-OF-THE-ART 
TECHNOLOGY AND 
EXCEPTIONAL DATA 
WAREHOUSING

• Business-integrated IT
• Fully in-house developed, custom-fit 

IT solutions
• Uninterrupted transaction capability 

and infrastructure security
• Dynamic and advanced technology 

enabling quick customer service time
• Continuous investment in technology 

since 90s
• Data-driven and agile decision-making 

processes
• One of the best practices in Turkish 

market in terms of data consistency, 
reliability and report generation 
efficiency

BEST CUSTOMER EXPERIENCE 
MANAGEMENT 

• Making a difference in customer 
experience with smart business processes

• Simple and clear processes/customer 
journeys designed in customers’ eyes

• Systems enabling propensity analysis 
and product development

• Sophisticated segmentation systems 
• Multi-channel CRM tools offering 

effective & timely solutions

STRONG BRAND AND 
REPUTATION

• Consistent communication and 
Community Investment Programs 
contributing to brand perception

• Holistic reputation management 
approach and strong reputation index

• Consumers define Garanti as “Leader 
in technology, innovative and makes 
the life easier”

customer518 4 min 2

OUR VALUES

CUSTOMER 
COMES FIRST

WE THINK
BIG

WE ARE ONE 
TEAM 

• We are empathetic
• We have integrity
• We meet their needs

• We are ambitious
• We break the mold
• We amaze our customers

• I am committed
• We collaborate
• This is Our Bank

CENTRALIZED OPERATIONS

• First bank to set up centralized 
operations in Turkey

• 99% centralization ratio
• First bank in Turkey to create “paperless 

banking” operating environment
• First bank in the world to implement 

ID scanning facilities in branches
• Alleviating branches’ operational workloads 

through effective use of technology

SINGLE POINT OF CONTACT 
FOR ALL FINANCIAL NEEDS

• International banking operations in the 
Netherlands and Romania since 90s

• Leading position in bancassurance
• 22 out of 100 new pension participants 

in Turkey choose Garanti
• Fastest mortgage process in the 

world by granting within the same day 

of application as long as the appraisal 
report is ready

• Leading position with TL 15 billion 
factoring volume and total assets of 
TL 3.5 billion

• Leading position in leasing sector with 
more than 2,400 contracts

• Turkey’s first asset management company
• Strong presence in capital markets 

with over 8% brokerage market share 
and 11% in the futures market

OMNI-CHANNEL CONVENIENCE 
WITH SEAMLESS EXPERIENCE 
ACROSS ALL CHANNELS

• New service model with renovated 
branches capturing the benefits of 
digital world for better customer 
experience

• Presence in 81 cities with widespread 
branch network 

• Leading position in internet & mobile 
banking

• 95% of non-cash financial 
transactions occur via digital channels

• Offering solutions based on tendencies 
and location, Bonus Flas: more than 4 
million downloads within two years 

• >5,000 ATMs, also serving non-bank 
customers through cardless transactions

• Leading financial call center with more 
than 77 million customer contacts per year

• Offering personalized financial 
management services 

• 1 out of every 4 transactions handled 
via digital channels in Turkey go 
through “Garanti”
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GARANTI'S POSITION
IN THE SECTOR

# 1# 4 # 3 # 2

11.1%10.7%

11.1%13.2%

38.0%17.9%

13.5%14.9%

12.7%12.2%

13.1%12.2%

11.2%9.8%

13.4%12.1%

18.6%15.6%

14.4%11.4%

Note: Rankings are among private banks. Sector 

calculations are based on commercial banks, 

Garanti’s financials are unconsolidated for sector 

comparability.

Source: BRSA monthly data, BRSA weekly data, 

Interbank Card Center data 

* Peers defined as Akbank, Isbank and YKB

2006

2017

highest190 1.5 min 2

ASSETS

LOANS

CONSUMER LOANS
(Excluding Credit Cards)

CONSUMER MORTGAGE LOANS

CONSUMER AUTO LOANS

# OF POS

CUSTOMER DEPOSITS

DEMAND DEPOSITS

NET FEES & COMMISSIONS

ORDINARY BANKING INCOME

With uninterrupted support to the
economy, Turkey's 2nd largest private bank

Business partner of its customers 
share of loans within assets is 64%, 
hovering around its highest levels

Leading bank in Turkey

Sector leader with focus on 
continuous improvement of 
customer experience

With sector leader Garanti, more 
than 57,000 people became 
homeowners

Leader in payment systems 
with 670 thousand POS 
terminals and 6.8 million
credit card customers 

Wide deposit base on the 
back of its customers' trust

Expanding demand deposit base with 
outstanding variety in offerings Demand 
Deposits/Total Deposits >25% (Sector 20%)

Highest level & Highest improvement 
in core banking contribution to ROAA 
since 2015 among peers*

Highest fee generation 
capability backed by 
diversified fee sources 
& further digitalized 
processes
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RISKS AND
OPPORTUNITIES
2017 was another year of great challenges 
and opportunities. The major risks 
businesses are facing today and tomorrow 
are not the same as yesterday. Within this 
chapter we therefore disclose risks and 
opportunities, shaped by events such 
as political uncertainties, social unrest, 
disruptive technological advancements 
and extreme weather events. All these 
events, both internally and externally, 
affect our ability to create value for our 
stakeholders in the short, medium and 
long term. They are addressed through 
a variety of hard and soft controls such 
as Garanti’s risk management approach 
and through initiatives undertaken under 
the framework of material issues as 
explained in performance chapters and 
in the section “Corporate Governance 
& Risk Management”. Challenges and 
opportunities with regards to the Turkish 
Economy and Turkish Banking Sector 
are further addressed in the section The 
Environment We Operate In.

CONTRIBUTION TO 
SUSTAINABLE DEVELOPMENT

Environmental, social and economic 
trends such as increasing population, 
diminishing resources and the broadening 
wealth gap are among the grand 
challenges facing our society today. To 
tackle these issues, governments and the 
business world must focus on positive 
impact and responsible investments. 
The momentum gained by the UN 
Sustainable Development Goals (SDGs) 

should be carried on in the upcoming 
years. Achieving the SDGs globally will 
require USD 5 to 7 trillion a year until 2030. 
For the developing countries this means 
a USD 2.5 trillion gap per year. This only 
further emphasizes the critical role of 
financial institutions. Our leading role in 
sustainable banking allows us to set a 
good example for our peers and increase 
our multiplier effect in contributing to 
sustainable development. 

As set out in our Sustainability Policy 
adopted in 2014, Garanti aspires to 
achieve its aim of sustainable banking 
through technological innovations, 
managing the environmental footprint 
of its operations and developing sound 
environmental & social risk assessment as 
part of its risk management framework. 
Garanti also recognizes the importance of 
an effective organizational structure and 
strong corporate governance to maintain 
ongoing development and successfully 
deliver its sustainability objectives.

Furthermore, Garanti is aware of the need 
to collaborate and engage with its peers 
and suppliers on a global level to identify 
new opportunities, capture emerging 
best practices and products and remain 
a sustainability leader in Turkey.

In Our Material Matters Section, we 
explain how Garanti addresses the SDGs 
through the actions we undertake under 
each material issue and refer to the 
relevant sections of this Report. 

CLIMATE CHANGE ADAPTATION

As predicted in the World Economic 
Forum Global Risk Report 2017, major 
global risks arose from climate-related 
events. Natural disasters that claimed 
lives and destroyed property globally 
dominated the news throughout the 
year. Devastating storms in the Atlantic 
during the summer months resulted 
in many deaths and estimated to cost 
USD 290 billion in damages. Wildfires in 
California and Portugal were among the 
largest and most destructive disasters in 
modern history causing many deaths and 
leaving thousands of people homeless, 
along with severe mudslides in Africa 
killing more than 1,000 people. 

Turkey also had its share in extreme 
weather events in 2017. The record-
breaking hail in July which only lasted 20 
minutes is estimated to cost TL 1.2 billion 
in damages. The extraordinary tornado in 
November in Antalya damaged 1.8 million 
square meters of greenhouse area which 
will cause a major blow in the region’s 
agriculture sector and ultimately our 
country’s annual food supply.

In 2017 we witnessed a worldwide 
enhanced collaboration and dedication to 
combat climate change. The Task Force 
on Climate-related Financial Disclosures, 
established by the Financial Stability 
Board, released its recommendations 
report on how companies should publicly 
disclose their climate-related risks and 

world2,229 17.1 min 4
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opportunities. The report drew a lot of 
attention from the business world as well 
as public authorities and global reporting 
standards such as CDP and Global 
Reporting Initiative (GRI). Garanti was 
among the first one hundred companies 
to support this report and Garanti will 
initiate the process to align its operations 
and disclosures accordingly in the coming 
years. 

This new challenge of improving our 
environmental disclosure will add on our 
existing track record under the global 
environmental reporting framework. 
S p e c i f i c  e x a m p l e s  o f  a c t i v i t i e s 
undertaken to address this issue are 
explained on Responsible and Sustainable 
Development Chapter.

SWITCHING FROM FOSSIL FUELS 
TO RENEWABLES

Divestment from fossil fuels was again 
a growing trend in all sectors, especially 
the financial sector. A joint declaration 
was adopted during the One Planet 
Summit between the 23 national and 
regional development banks from the 
International Development Finance Club 
(IDFC) and multilateral development 
banks to increase funding dedicated 
to the implementation of the Paris 
Agreement. The World Bank announced 
its plan to discontinue its financing of 
upstream oil and gas projects in 2019. 
Countries also started to announce their 
pledges to decarbonizing their economy 
by initiatives like Powering Past Coal 
Alliance as well as commitments to apply 
a more significant carbon price. 

2017 also marks the year of a remarkable 
success in the renewable energy 
investments. Globally, around one 

fifth of the world’s energy comes from 
renewables. Last year, renewables made 
up more than half of new additions to 
power generation capacity globally1. 
As we declared in our Climate Change 
Action Plan in 2015, we continued to 
prioritize renewable energy investments 
in 2017. To date, loans provided to such 
projects exceeded USD 4.9 billion. As a 
pioneer in financing renewable energy 
projects and being the largest lender 
for wind projects in Turkey, Garanti 
Bank exceeded its goal of prioritizing 
renewables in project finance as 100% of 
the total resources allocated to greenfield 
energy investments was allocated to 
renewable investments in 2017. Moving 
forward, Turkey’s estimated climate-
smart investment potential is estimated 
to be USD 270 billion2 between 2016 and 
2030. This also clearly shows the future 
investment need and the critical role of 
financial institutions. Specific examples 
of activities undertaken to address this 
issue are explained in Responsible and 
Sustainable Development.

1 The power of renewables (The World Bank, 2017 

in 12 Charts)

2 IFC Climate Investment Opportunities in 

Emerging Markets (2016), p.76

GROWING INEQUALITY

Without the right policies to keep the 
poor safe from extreme weather and 
rising seas, climate change could drive 
over 100 million more people into poverty 
by 2030. This number will just be an 
addition on top of the 900 million people 
expected to be living in extreme poverty 
if development progresses slowly. It is 
also estimated that 200 million people 
will be displaced due to climate change 
by 2050, where Turkey is considered to 

be among the countries that will attract 
immigrants and consequently will be 
significantly affected due to limited 
resources. Climate change was not the 
only factor in the increasing inequality 
trend. Unfortunately, the world continued 
to suf fer from terror at tacks and 
intergovernmental crises in 2017. Tackling 
these challenges requires extreme 
determination and dedication globally. 
Increasing inequality is resulting in 
devastating economic and social impacts. 
The fight against inequalities related to 
gender, race, ethnicity and social class 
will be of paramount importance in the 
coming years. For instance, an increase in 
participation of women in the workforce 
can have significant impacts on economic 
activity therefore expanding the market 
that the private sector operates in. On the 
other hand, the level of diversity in the 
workforce of a company can impact its 
profitability as it contributes to key areas 
such as the quality of governance and the 
level of customer centricity.

Financial services sector, providing 
inclusive financial products and services 
as well as improving the financial health 
and literacy of communities will also be 
more important than ever in tackling all 
types of inequalities. Garanti is actively 
participating to tackle several types 
of inequalities by supporting women 
entrepreneurs and advocating for gender 
equality in private sector through setting 
an example with the good practices 
that it implements. Examples of such 
activities are explained in Investing in 
Human Capital and Customer Experience 
Sections.
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GOLDEN AGE OF 
ENTREPRENEURSHIP

Decent jobs are the key pathway to 
end inequality and yet 60% of young 
people in the age of 15-24 worldwide 
are jobless. The percentage of young 
people is steadily rising in the emerging 
countries and for young people jobs are 
very important for their social, economic, 
and political inclusion. 

Fortunately, with the technological 
advancements it has never been easier 
to start a business. Nearly 3,200 reforms 
in the business environment have been 
recorded in 186 economies around the 
world. And the majority of these reforms 
were in the area of starting a business. 
Today, the time taken to start a new 
small or medium business averages 
20 days worldwide, compared with 52 
in 2003. Turkey also had a great year in 
entrepreneurship and business growth 
as well. In line with these developments, 
Garanti continued its suppor t on 
entrepreneurship through initiatives 
such as GarantiPar tners program. 
Detailed information can be found in 
Customer Experience and Responsible 
and Sustainable Development Sections.

DIGITAL TRANSFORMATION

The disruptive new technologies and 
advancements are changing the world, as 
we know it and the way we do business. 
As 2017 marked the 20th year anniversary 
of our digital banking, we will always 
closely follow these developments and 
preserve our pioneer role in this field. 

As Industry 4.0, Artificial Intelligence and 
Big Data-based analyses advances, most 
of the operational jobs will be automated 

and done through digital channels. As 
Garanti, we believe that this is a great 
opportunity for us to allocate that 
workforce to more creative projects such 
as improving customer experience and 
enhancing customer behavior analysis. 
In 2017 we initiated an unprecedented 
transformation project in our service 
model in branches, where we developed 
a new service model that captures the 
benefits of the emerging digital world. 
By doing so, we aim to improve sales and 
operational efficiency, enhance customer 
experience leveraging digital innovation, 
and create seamless, omnichannel 
experience to increase digital migration 
and reduce branch dependency.

On the other hand, in an increasingly 
connected and digitized world, it is 
of major importance to address the 
threat of cybercrime. Unfortunately 
2017 was a year the world experienced 
many serious cyber-attacks and hacks 
globally. With Equifax data breach in May, 
145.5 million accounts were effected. 
In October hackers accessed a server 
containing personal information for 
more than 57 million Uber drivers and 
riders. Possibly the worst ransomware 
attack in the history also happened in 
2017, WannaCry Cyber-attacks infected 
around 300 thousand computer systems 
worldwide including The U.K. National 
Health Service and The U.S. National 
Security Administration (NSA). In the 
upcoming years, as these threats will 
increase and become much more severe, 
the importance of cyber & information 
security will increase further. 

In 2017, Garanti continued to improve 
its outstanding information and cyber 
security systems as explained in detail on 
Digital Transformation Section. In order 

to improve the cyber security efforts of 
Turkey, Garanti collaborates in several 
initiatives such as Sectoral Cyber Incident 
Response Team managed by Banking 
Regulation and Supervision Agency 
(BRSA), Turkey Informatics Industry 
Association (TUBISAD), and Cyber 
Emergency Response Team for Turkish 
Finance Sector. 

THE ERA OF 
CRYPTOCURRENCIES

In a year of soaring and fluctuating 
cryptocurrency prices and countless 
initial coin offerings, regulators worldwide 
stepped in to define how they would 
oversee what is considered to be a legally 
uncertain and ambiguous topic to date.

2017 was not only the year that the 
cryptocurrencies have become extremely 
valuable, but it was also the year that they 
have become an acknowledged part of 
the financial system. Some governments 
have a lready star ted to work on 
developing necessary regulations to 
include these digital options into their 
financial systems. Many world-renowned 
companies such as Microsoft, Bloomberg, 
GAP, and Expedia are now accepting 
Bitcoin payments. On the other hand, 
there is still huge opposition disapproval 
for such systems that eventually they can 
be banned entirely and become useless. 
This volatility still makes it very hard to 
invest in these options.

Technologies like Blockchain also gained 
increasing attention during 2017. In an 
age of growing distrust of governments 
and enterprises, information held 
transparently where anyone can verify 
the transaction becomes more and 
more appealing. Venture funding for 
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Blockchain continues to grow, and 
people are still looking into ways to 
move Blockchain from proof-of-concept 
to adoption and production. This major 
trend will remain as a significant issue 
to be closely monitored by the financial 
sector in order to better analyze the risks 
and opportunities moving forward.

21ST CENTURY SKILLS GAP

A l l  t h e s e  n e w  t e c h n o l o g i c a l 
advancements, global developments, 
and future challenges require a brand 
new and much broader skill set. However, 
education is still one of the greatest 
challenges worldwide. The 2018 World 
Development Report finds that “The 
quality and quantity of education vary 
widely within and across countries. In 
the poorest countries, fewer than 1 in 5 
primary school kids are proficient in math 
and reading.” Hundreds of millions of 
children around the world are growing up 
without even the most basic life skills, let 
alone the skills required to survive in the 
21st century. This also creates a challenge 
for the business world as it means the 
talent pool will be unable to serve the 
changing needs of companies.

To tackle this issue Garanti has many 
initiatives such as Teachers’ Academy 
Foundation, Math & Science – Learning 
with Fun, and Code the future with 
Garanti. Garanti also supports its 
employees in this regard through various 
trainings and mentoring programs in 
order for them to be fully equipped for 
today’s and tomorrow’s challenges. More 
examples can be found on Responsible 
and Sustainable Development and 
Investing in Human Capital Sections.

G4-18
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OUR MATERIAL 
MATTERS
With this integrated report we aim to 
provide a coherent story of our activities. 
The basis of this story is the materiality 
analysis which enables us to identify 
the most relevant and important topics 
for Garanti and its stakeholders, the 
material issues. Material issues are mainly 
determined based on stakeholder dialogue 
and are plotted in the materiality matrix. 
The topics defined within the materiality 
matrix form the basis of this report, as set 
out in the ‘About this report’ section. 

We performed our first materiality analysis 
in 2013. As we want to make sure that we 
are always in line with the needs of our 
stakeholders and to make sure that the 
identified material issues are still the most 
important, we perform an update of our 
materiality analysis at least once every two 
years. The last revision was finalized in the 
first quarter of 2017 and also formed the 
basis for our 2016 Sustainability Report. 
We listened to our internal and external 
stakeholders and reviewed the connection 
between our corporate strategy and global 
trends which impact the banking sector.

We carried out a desk study and reviewed 
the trends, sectoral reports, reports of 
global banks, and advice by international 
professional organizations such as GRI 
and SASB. After identifying the long  list 
of topics, we conducted a comprehensive 
stakeholder analysis and outreach by 
reaching all stakeholder groups via online 
questionnaires, focus group meetings 
and phone to gather their opinion. In 
the external trend analysis, we reviewed 

the priorities of initiatives which guide 
the business world and financial sector, 
such as the Sustainable Development 
Goals, UN Principles for Responsible 
Investments, and Global Alliance - for 
Banking on Values. 

In executive interviews, we included 
the view of top management who are 
closely involved in determining the 
Bank’s future strategy. The executives 
evaluated the topics according to the 
five-year corporate strategy and topics’ 
risk and opportunity areas as well as 
their operational, reputational, strategic, 
legal and financial impact. In addition to 
executive interviews we evaluated the 
topics through a four-step assessment 
called “Four Factor Impact Analysis”. In 
the assessment, we ranked each topic 
according to the magnitude of impact, 
likelihood of impact and time frame 

(short, middle, long) in terms of;

• Direct financial impact and risk, 
• Legal, regulatory and policy drivers, 
• Opportunities for innovation, 
• Industry norms, best practices and 

competitive advantage. 

In an integrated governance approach, 
we finalized the Bank’s material issues 
considering the alignment of topics 
with our integrated business  strategy. 
Common topics which are highly 
important for both external stakeholders 
as well as our executives constituted 
the material issues and were clustered 
under  6  ma in top ics:  Cus tomer 
Experience, Financial Performance, 
Digital Transformation, Corporate 
Governance and Risk Management, 
Investing in Human Capital, Responsible 
and Sustainable Development.

MATERIAL ISSUES

Executive
Interviews

Sustainability and
Business Strategy

External
Trend

Four Factor
Impact Analysis

Stakeholder
Analysis

Sector
 Analysis

G4-18, G4-19, G4-24, G4-25, G4-26

stakeholders1,953 15 min 4

MATERIAL ISSUES FOR 
GARANTI BANK AND ITS 
STAKEHOLDERS 

The full list of issues can be found in 
Appendix I of 2016 Sustainability Report 
on page 40, 188 and 189. The Report is 
available on Garanti Investor Relations 
website.

SUSTAINABLE DEVELOPMENT 
GOALS AND GARANTI BANK

On 1 January 2016, the 17 Sustainable 
Development Goals (SDGs) of the 2030 
Agenda for Sustainable Development 
officially came into force. SDGs, adopted 
by the United Nations, guide the business 
world in terms of contributing to social 
development. 

The financial services sector should also 
adopt the SDGs for example by reshaping 
market opportunities in line with society’s 
needs, to ensure a comprehensive, strong 
and stable economy for all individuals and 
to achieve social welfare in the world. The 
actions that we undertake to address 
the material issues contribute to the 
following SDGs and are explained in the 
Performance Section.

CLUSTER # OF ISSUE MATERIAL ISSUE RELEVANCE TO SDGs

CUSTOMER 
EXPERIENCE

1 Customer centricity and increasing customer satisfaction

8
Financial health and supporting customers in making
conscious financial decisions

FINANCIAL 
PERFORMANCE

4
Financial performance (including solvency) & 
direct and indirect impact on economy

CORPORATE 
GOVERNANCE  
AND RISK 
MANAGEMENT

5 Transparent disclosure of information for stakeholders
12 Good corporate governance

3
Risk and crisis management (including integrated management 
of financial and non-financial risks)

14 Compliance

DIGITAL 
TRANSFORMATION

6 Customer privacy and information security

2 Digital transformation and technological advancement

INVESTING IN HUMAN 
CAPITAL

10 Investing in human capital

RESPONSIBLE AND 
SUSTAINABLE 
DEVELOPMENT

7
Management of customer ESG 
(Environmental, social and governance) risks

11 Climate change and energy

9 Pioneering the development of sustainable banking

13 Stakeholder dialogue

40
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Importance to 
Stakeholders

Importance to
Garanti Bank

10

4
6
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8
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HOW DO WE INCLUDE OUR 
STAKEHOLDERS IN THE 
PROCESS?

Since our stakeholders, both internally 
and externally, are of great importance 
to us, regular communication with our 
stakeholders gives us the opportunity to 
be an inclusive Bank. The feedback from 
our stakeholders allows us to determine 
r isk and oppor tunit y areas more 
comprehensively as well as understand 
stakeholder expectations and meet 
their needs more sensitively. In addition 
to maintaining the dialogue with our 
stakeholders through various channels 
all year round we used the AA1000SE 
Stakeholder Engagement Standard as 
a reference to conduct the stakeholder 
engagement process in a more strategic 
and comprehensive way. With a 22% 
response rate we collected the opinion 
of 152 people through an analysis carried 
out by an independent company. Firstly, 
we grouped our stakeholders according 
to three criteria as directly impacting 
Garanti, indirectly impacting Garanti and 

bringing in new opportunities, insights 
and approaches. We prioritized our 
stakeholders, which were grouped as 
customers, employees, shareholders, 
investors, analysts, suppliers, NGOs and 
associations, media, universities, financial 
institutions, governmental institutions 
and international organizations according 
the criteria of dependency, influence, 
prox imity, representation, pol icy, 
strategic intent and responsibility.

We reached most of the prioritized 
stakeholders via online surveys. We 
also interviewed our shareholders face-
to-face or by telephone, held a focus 
group meeting with the Sustainability 
Representatives in the Head Office and 
conducted interviews with 10 senior 
managers directly reporting to the Board 
and the CEO. The stakeholders were 
requested to prioritize the relevant topics 
and share their opinions and expectations 
about the perception of important trends 
and Garanti Bank’s practices. While 14 
issues have been identified as material 
by our stakeholders the top five issues 

are customer centricity, risk and crisis 
management, digital transformation, 
transparent disclosure of information for 
stakeholders and financial performance.

DEPENDENCY
Direct or indirect dependency 

for the continuity of the 
company's activities

RESPONSIBILITY
Garanti's financial, 

operational and legal 
responsibility

REPRESENTATION
Officially representing 

certain groups

POLICY AND 
STRATEGIC INTENT
Supporting the company 
in developing policy and 
strategy about emerging 

risks and issues

PROXIMITY
Garanti's interaction frequency, 
engagement in daily activities, 

long-term relations

INFLUENCE
Impact on the company or 

decision-making power

FIND SUSTAINABILITY VERY 
IMPORTANT FOR THE BANKING 
SECTOR.

DEFINES SUSTAINABILITY AS
LONG-TERM, PROFITABLE AND 
STABLE GROWTH.

MOST OF OUR STAKEHOLDERS 
EXPECT GARANTI TO KEEP 
PIONEERING SUSTAINABILITY 
AND RAISING AWARENESS 
AMONG ITS EMPLOYEES AND 
CUSTOMERS.

87%

67%
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ISSUES RAISED BY IMPORTANT STAKEHOLDERS IN 2017

Some of the important issues which are a result of our continued stakeholder dialogues during  the reporting period are as follows.

1 Financial Stability Board’s Task Force on Climate-related Financial Disclosures.

STAKEHOLDER GROUP ISSUE WHAT DO WE DO ABOUT IT?

EMPLOYEES

Increasing the employee focus and satisfaction 
within the Bank practices and ensuring
employee representation in HR processes
and decision mechanisms.

In February 2017, GONG (Developing Opinion 
and Suggestion) platform was established. 
GONG is an idea platform, where Garanti 
Bank employees share their opinions and 
suggestions about Human Resources 
practices and the working environment. 
Based on one of the suggestions delivered 
on the GONG platform, employees chose 
the birthday gifts in 2018. The Gong platform 
activities were handed over to the Insight 
and Employee Research Team, which was 
established in April.

TOP MANAGEMENT Better control over in-house GHG emissions

In 2017, we agreed with a service provider which 
develops and implements projects on remote 
monitoring and control of environmental 
parameters such as electricity.

CUSTOMERS

Increasing expectations on faster service,
less waiting time and better service experience
in branches and new demands due to new
technologies and digital world

Garanti has launched a new service model in 
2017 that captures the benefits of the emerging 
digital world  with the aim of offering an all-
around excellent banking experience. All Garanti 
branches are evolving into an innovative structure 
built on digitalization where the customers are 
able to benefit from all kinds of services in a one-
stop banking system in the fastest and easiest 
manner.

NGOs AND ASSOCIATIONS
INVESTORS

Publishing an integrated report We published our first integrated report in 2018.

NGOs AND ASSOCIATIONS
INVESTORS Action against Climate Change

In line with the Climate Change Action Plan 
published in 2015, we carry on our work. 
In 2017, our CEO has been one of the ~100 
supporters of the recommendations published
by  TCFD1 guidelines.

G4-26, G4-27
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OUR VALUE
CREATION

OUR WAY OF CREATING 
SHARED VALUE

Our business model is driven by our purpose 
to bring the age of opportunity to everyone.

We make use of five different sets of capitals 
in our business model in delivering an 
outcome that contributes to SDGs and adds 
value to the economy, the community and all 
our stakeholders.

Our effectiveness, agility and organizational 
efficiency are key in realizing our Strategic 
Priorities which represent our business 
response to material issues that are clustered 
into five topics in this Report.

A robust risk and governance model shaped 
by our ambition to follow best practices helps 
us to reframe all the challenges in a way to 
serve our purpose and grasp opportunities.

FINANCIAL
We use capital effectively so as to maximize the value to be created. Our 
dynamically managed and deposit driven funding base together with well-
diversified funding mix and opportunistic utilization of alternative funding 
drives our disciplined, sustainable and capital generative growth.

With a 4% reduction of cost to income ratio compared to previous year, it 
is our goal to constantly improve our business model and processes with 
an operational and environmental efficiency point of view and seek cost 
revenue synergies.

DIGITAL & INTELLECTUAL
We constantly invest in digital platforms so as to provide transaction 
convenience, unrivaled customer experience and pioneering solution 
suggestions to our 5.9 million digital banking customers. We expand our 
digital customer base and increase the share of digital channels in our 
sales. We take precautions against all risks which could prevent secure and 
uninterrupted service (e.g. cyber threats) ensuring information security. 

HUMAN
We invest in our employees by focusing on their development, satisfaction 
and well-being through an average of 36 hours of training per FTE and 305 
well-being programs. We strive to form teams possessing team spirit, acting 
with shared wisdom, social responsibility and delivering results. We embrace 
a fair and transparent management policy based on performance, focused 
on equal opportunities and diversity.

RELATIONSHIP
We strive to offer our 15 million customers an excellent customer experience 
by placing them at the center of all our activities and by designing our 
processes from their perspective.  We aim to be transparent, clear and 
responsible towards our customers and establish long-lived relationships 
built on trust. We help our customers in making informed decisions 
supporting financial literacy, health and inclusion through solutions we offer.

NATURAL & SOCIAL
We transform savings into sustainable investments by offering sustainability 
products & credit lines and TL 9.3 billion lending based on impact 
investment principles . We advise our customers to grow their businesses 
in a sustainable manner in our daily communication and initiatives tailored 
to their needs. We strive to drive positive change through 36 engagement 
platforms and 27 memberships. We focus on community investment 
programs and invested TL 20.3 million delivering impactful outcomes on 
material issues.

INPUT

our936 7.2 min 4

OUR PURPOSE
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TRANSFORMATION

ECOSYSTEM DECLINE
& SOCIAL TRENDS

ECONOMIC CONDITIONS & 
REGULATORY ENVIRONMENT

KEY TRENDS

   
M

AT
ER

IA
L IS

SUES WHICH PRESENT RISKS AND OPPORTUNITIES   
   

   
    

    
    

    

    
     

     
      

     C
ORPORATE GOVERNANCE

OUR
BUSINESS
MODEL

O
UR STRATEGIC PRIORITIES



ABOUT GARANTI

42
ABOUT GARANTI

43

GARANTI BANK GARANTI BANK2017 INTEGRATED ANNUAL REPORT 2017 INTEGRATED ANNUAL REPORT

VALUE
CREATED

FINANCIAL
We contributed TL 285.5 billion (USD 75.6 billion) to the economy, through cash and non-cash lending and our operations produced 
a Return on Average Equity of 16.6% and a Return on Average Assets of 1.9% with a Capital Adequacy Ratio of 16.8% and CET-I 
of 14.7%. 

Garanti’s market capitalization reached TL 45 billion (USD 12 billion) at the end of 2017 and Garanti proposed to its shareholders 
TL 0.41667 per share gross dividend representing 27.59% dividend payout ratio.

We contribute to the economy and the society by paying dividends to our shareholders, salaries to our employees, invoices to our 
suppliers and tax revenues to governments. We make a significant contribution to public finances not only through our own tax 
payments, but also, through third party tax collection due to our economic activity. The total tax contribution of Garanti to public 
finances is disclosed voluntarily on Garanti Investor Relations website. 

DIGITAL & INTELLECTUAL
Our investment in digital channels resulted in share of digital sales to total sales increase to 1/3 with no data breach regarding 
customer privacy. As a pioneer in digitalization, we  empower our customers with state-of-the-art digital solutions and set an 
example for our peers in keeping up with the latest technological advancements.

HUMAN
We created employment for 18,851 people and our efforts in promoting equal opportunities and enabling professional 
development contribute to our high employee engagement score and low turnover.

With a women ratio of 41% in management levels and a variety of initiatives promoting women’s advancement in their career,  
Garanti is the only company in Turkey qualified for the Bloomberg Gender Equality Index. 

RELATIONSHIP 
Our relationship with our customers is built on trust by exceeding their expectations and enhancing their satisfaction. 
Our leadership position among our private peers in Net Promoter Score is a result of our customer experience focus that is 
at the core of our business model. Our efforts in supporting financial literacy, health and inclusion resulted in touching lives 
of 809,397 customers that started using savings products.

NATURAL & SOCIAL
Our impact investment principles and participation in financing renewable energy projects led to avoided GHG emissions of 
5.4 million tonnes of CO2e based on total operational installed capacity, while the Scope 3 footprint of our energy production 
portfolio is 0 in new PF commitments.  

Our engagement activities led to 8 policies/position papers that are issued to contribute SDGs and our community 
investment programs addressed 3 different challenges with a Social Return on Investment value of more than 2.

As a result of these efforts, Garanti has qualified in six leading sustainability indices.

CONTRIBUTION TO SUSTAINABLE 
DEVELOPMENT GOALS
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OUR
GOVERNANCE
Garanti Bank’s ef fective Board of 
Directors is at the heart of Garanti’s well-
functioning governance structure and 
goes beyond fiduciary responsibilities. It 
acts as the ultimate internal monitor and 
contributes an outside view to corporate 
strategy, oversees performance against 
the strategy set out and helps Garanti 
thrive in the long run. To ensure effective 
risk management, the Board monitors 
compliance, internal control and risk 
management policies and systems that 
are aligned with the Bank’s strategy and 
risk appetite, as well as subsequently 
performing its oversight function.

Garanti has a one-tier Board of Directors 
that is formed by 10 members with the 
composition of 1 female and 9 male 
board members as of March 1, 2018. 
In accordance with the principle of 
separation of powers and authority, the 
Chairman and the CEO have different 
roles at Garanti Bank. This clear distinction 
establishes a balance between authorities 
and powers within the scope of the 
Bank’s corporate structure, drawing the 
lines of decision-making capacity of each 
position. The CEO is the only executive 
member of the Board of Directors.

The independence statement including 
independent member criteria is available 
in the Corporate Governance Principles 
Compliance Report on page 147. 

The composition of the Board with 3 
independent members supports the 
exercise of independent and objective 
judgment. Garanti’s Board of Directors 
brings together members with the right 
combination and diversity of skills, 
background, knowledge, expertise and 
experience. The average tenure of the 
board members is 6 years. The average 
experience of the non-executive board 
members in banking and business 
administration is more than 28 years. 
Two non-executive members of the 
board have board memberships in Garanti 
subsidiaries, four non-executive members 
have responsibilities in BBVA subsidiaries 
and two non-executive members have 
other board memberships.

Please refer to Board of Directors Section 
for details.

The Board of Directors operates on 
the principle that it must convene as 
and when necessitated by the Bank’s 
affairs and transactions, but at least 
once a month. Pursuant to the Articles 
of Association of the Bank, the Board 
of Directors meets with the attendance 
of seven members minimum and 
resolutions of the Board of Directors 
are taken by affirmative votes of at least 
seven members present in the meeting. 
In 2017, the Board of Directors met 16 
times by satisfying the required quorums 
for meeting and decision.  

A Corporate Secretariat position has 
been set up to facilitate communication 
between the members of Board of 
Directors and the Head Office.

At Garanti Bank, risk management 
mechanisms, which provide long-term 
continuity and durability of business 
activities in the long run, consist of a 
structure that enables the identification, 
prioritization, measurement, monitoring 
and management of risks.

Focusing on Risk Management and Audit, 
one of the core elements of our strategy, 
includes a structure oriented toward an 
optimum capital balance and proactive 
audit systems in line with our activities 
and within the framework of continuing 
sustainable growth by creating value, by 
means of creating a risk management 
system where risks are measured with 
methods in compliance with international 
standards and local regulations, and by 
observing the risk-return trade-off based 
on this system. 

Garanti carries out risk management, 
internal audit and control activities 
in line with applicable legislation and 
independent of executive functions 
through an organization that reports to 
the Board of Directors.

The Board of Directors is ultimately 
responsible for establishing and ensuring 
effective functioning of risk management, 
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internal audit and internal control systems 
and for establishing, implementing 
and maintaining risk management and 
internal audit strategies and policies that 
are compatible with Garanti Bank’s capital 
and risk level. 

Please refer to Internal  Systems 
Governance Section for details.

To successfully navigate into the future, 
Garanti adopts a holistic approach for 
effective and sustainable risk governance, 
establishes centralized and integrated 
risk and control systems. The Board and 
the Senior Management are in strong 
collaboration regarding the Bank’s 
strategic objectives in a manner that 
promotes synergy. 

There are a number of committees set 
up at the Bank to fulfill the supervisory 
function. The Board of Directors oversees 
and audits the entire Bank via the Credit, 
Remuneration, Corporate Governance, 
Audit and various risk management 
committees. The committees organized 
under the Board of Directors are 
Credit, Audit, Corporate Governance, 
Remuneration and Risk Committees.

Moreover, members of the Board of 
Directors do actively participate in 
13 committees being members of 
Garanti Assets & Liabilities Committee, 
Sustainability Committee, Integrity 
Committee, Personnel Committee, 
Consumer Commit tee, Employee 
Committee, Customer Committee, 
Weekly Review Commit tee, Cost 
Management and Efficiency, Volcker Rule 
Oversight, New Business and Product 
Committee, Responsible Business 
Committee and Corporate Assurance 
Committee. 

Please refer to Committees Section for 
details.

Details on Garanti’s Code of Conduct, 
Declaration of Human Rights, Disclosure 
Policy, Dividend Distribution Policy, 
Human Resources Policy, Anti-Money 
Laundering Pol icy,  Donation and 
Contribution Policy, Compensation 
Policy, Employee Compensation Policy, 
Sustainability Policy, Environmental 
Policy, Environmental and Social Loan 
Policies, Cl imate Change Position 
Statement & Action Plan are available 
in the Policies section under Corporate 
Governance on Garanti Investor Relations 
website.  
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OUR STRATEGY
OUR STRATEGIC PRIORITIES

EFFICIENCY

• Constantly improve business model 
and processes with operational and 
environmental efficiency point of view

• Cost and revenue synergies

 

DIGITALIZATION

• Constantly invest in digital platforms 
so as to provide unrivaled customer 
experience, transaction convenience, 
and pioneering solution suggestions

• Expand our digital customer base and 
increase the share of digital channels 
in our sales

EMPLOYEE HAPPINESS

• Invest in our employees focusing on 
their development, satisfaction and 
wellbeing 

• Form teams possessing team spirit, 
acting with shared wisdom, social 
responsibility and delivering results

• Embrace a fair and transparent 
management policy based on 
performance, focused on equal 
opportunities, diversity and 
promoting from within

MAIN PILLARS OF OUR STRATEGY

GARANTİ
EMPLOYEES

• Listen to our customers, understand their 
needs, meet and exceed their expectations 
by offering the highest service quality and 
innovative solutions

• Help our customers achieve their targets 
and make an impact on their lives

OUR
CUSTOMERS

customers394 3 min 2

• Leading transformation in parallel with 
technological and digital developments

• Backed by state-of-the-art IT 
infrastructure

• Effectiveness and productivity focused 
efficient business model across all 
channels

OUR
BUSINESS
MODEL

CUSTOMER EXPERIENCE

• Offer our customers an excellent 
experience by placing them at the 
center of all our activities and efforts 

• Always be transparent, clear and 
responsible towards our customers 

• Design our processes from our 
customers’ perspective, vesting them 
in a swift, easy and plain format

• Help our customers in making 
informed decisions through supporting 
financial literacy, health and inclusion 
in solutions that we offer

• Have long-lived relationships with 
our customers that is built on trust 
by exceeding their expectations and 
enhancing their satisfaction 

• Offer innovative solutions and 
advise our customers to grow their 
businesses in a sustainable manner

OPTIMAL CAPITAL 
UTILIZATION

 
• Use capital effectively so as to 

maximize the value to be created
• Focus on disciplined and sustainable 

growth on the basis of true banking 
principle

• Strict adherence to solid asset quality

RESPONSIBLE AND 
SUSTAINABLE DEVELOPMENT

• Implement an advanced corporate 
governance model that promotes our 
core values

• Act with the principles of trust, 
integrity, accountability and 
transparency against all stakeholders

• Effective risk management through 
world-class integrated management 
of financial and non-financial risks

• Create shared value through lending 
based on impact investment 
principles

• Drive positive change through 
strategic partnerships 

• Focus on community investment 
programs which deliver impactful 
outcomes on material issues

• Competent, well-educated and who value 
continuous progress and think big

• Respectful of the society and the 
environment, pleasant, solution-oriented, 
enthusiastic

• Responsible and ethical banking 
professionals
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GARANTI IN 
NUMBERS

2013

2014

2015

2016

2017 948

5,003

670,259

10,213,151

9,796,696

18,851

15,143,274

5,086,833
5,956,609

BRANCHES

ATMs

POS*

CREDIT CARDS

DEBIT 
CARDS

NUMBER OF 
EMPLOYEES

TOTAL 
CUSTOMERS

DIGITAL 
BANKING
CUSTOMERS** MOBILE BANKING 

CUSTOMERS**

971

635,865

4,825
4,504

4,1524,003

600,989

541,012

534,148

9,792,199

8,930,780

8,640,478

8,020,023

7,350,311

2,655,303

19,689

19,692

19,036

18,738

3,264,206

3,856,176

4,878,893

9,706,572

9,374,003

9,302,45

983

1,005

1,001

12,400,077

13,075,181

13,863,933

2,504,845

3,682,950

1,547,579
14,615,584

842,191

* Includes shared and virtual POS.       

** Active customers on - min. 1 login or call per quarter.

217.3

119.2

128

23.1

44.7

3.4

241.1

133.4

142.9

26.7

48.5

3.7

2016

2016

2016

2016

2016

2016

279.6

156.1

170.4

31.2

54.6

3.6

2015

2015

2015

2015

2015

2015

312.1

178.7

200.1

35.8

61.6

5.1

2014

2014

2014

2014

2014

2014

356.3

200.8

228.0

41.6

69.9

6.4

2013

2013

2013

2013

2013

2013

2017

2017

2017

2017

2017

2017

ASSETS
(TL billion)

DEPOSITS
(TL billion)

PERFORMING 
CASH LOANS (TL billion)

SHAREHOLDERS
EQUITY (TL billion)

CONSUMER LOANS
(TL billion)

NET INCOME
(TL billion)

29
14.14

0.80

40

17.72
0.85

2016 2016 2016

30 16.64
0.85

2015 2015 2015

32
24.65

1.22

2014 2014 2014

45 27.59 1.51

2013 2013 20132017 2017 2017

MARKET
CAPITALIZATION (TL billion)

GROSS DIVIDEND
PAYOUT RATIO (%)

EARNINGS PER SHARE
(in TL)

PROJECTS SUBJECTED
TO E&S RISK 
MANAGEMENT SYSTEM 
(Cumulative) 

SHARE OF RENEWABLES 
IN ENERGY PRODUCTION 
PORTFOLIO (in new PF 
greenfield commitments) (%)

17

47
4.1

100 44 3.2

2016 2016 2016

100
33 2.8

2015 2015 2015

100
27 2.1

2014 2014 2014

100
19

2013 2013 20132017 2017 2017

TOTAL LOAN GRANTED TO 
WOMEN ENTREPRENEURS 
(Cumulative, TL Billion)

1.9
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2017 KEY PERFORMANCE
INDICATORS

CUSTOMER
EXPERIENCE

NET PROMOTER SCORE

HIGHEST
among peer group

GROW CUSTOMER BASE
EFFECTIVELY

> 15 MILLION 
customers chose

Garanti

DIISABLED FRIENDLY ATMs

3,824
(76% of all ATMs)

HUMAN
CAPITAL

EMPLOYEE ENGAGEMENT SCORE

65
Maintained its highest employee 

engagement level in banking sector

AVERAGE HOURS OF
TRAINING PER EMPLOYEE

36 HOURS 

HIGH PERFORMER TURNOVER

2.3%

WOMEN EMPLOYEES IN DECISION 
MAKING POSITIONS

41%
in senior/middle level management

DIGITAL
TRANSFORMATION

1/4
of all digital transactions

in Turkey go through Garanti

DIGITAL SALES 
Increased share of digital sales

to total sales: from 1/4 to
 

1/3

NON-CASH FINANCIAL 
TRANSACTIONS THROUGH

DIGITAL CHANNELS

95%

Note: Please read more on Net Promoter Score in the Customer Experience Section on Page 55.
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RESPONSIBLE AND
SUSTAINABLE DEVELOPMENT

AMOUNT OF
IMPACT INVESTMENTS

TL 9.3 BILLION
to date

SUSTAINABILITY INDICES IN WHICH 
GARANTI IS INCLUDED

6

INVESTMENT IN
COMMUNITY PROGRAMS

TL 20.3 MILLION

% OF LOANS WITH  ESG PROVISIONS
IN  LOAN AGREEMENTS 

100% 

FINANCIAL
PERFORMANCE

ROAA   1.9%

ROAE   16.6%

NPL   2.6%

CAR   16.8%

CET-1   14.7%

CORE BANKING INCOME
/ AVG. ASSETS

2.9%

COST / INCOME

46.2%

Focused on creating sustainable value 
for all its stakeholders, Garanti places its 
customers at the core of its operations 
with aim of providing unrivaled customer 
experience. Garanti’s customer-focused 
innovative business model enables 
Garanti to generate sustainable income 
and command a leading position in 
Turkish banking sector.
 
Garanti employees are one of its most 
important assets and one of the main 
pillars of its strategy. Garanti aims to 
provide a fair working environment 
that encourages full uti l ization of 
employees’ skills, offering a wide range 
of opportunities and ensuring recognition 
and awarding of their accomplishments.
 
By constantly investing in digital 
platforms to provide unrivaled customer 
experience, transaction convenience, and 
pioneering solution suggestions, Garanti 
increases the share of digital channels in 
total sales.
 
Moreover, Garanti creates shared value 
and drives positive change through 
lending based on impact investment, 
as well as strategic partnerships and 
community programs focusing on 
material issues for both Garanti and its 
stakeholders.
 
With its solid capital structure and focus 
on efficiency, Garanti preserves its sound 
financial structure through effective 
balance sheet management and sustains 
its contribution to the economy.



ABOUT GARANTI

52

GARANTI BANK 2017 INTEGRATED ANNUAL REPORT

GARANTI BANK'S 
RATINGS

Garanti Bank is rated by Fitch Ratings, 
Moody’s, Standard & Poors and JCR 
Eurasia. The Long Term TL and FC 
ratings of Garanti Bank assessed by                         
Fitch Ratings and JCR Eurasia Ratings 
represent investment grade.

Garanti Bank is included in the Borsa 
Istanbul (BIST) Corporate Governance 
Index by achieving an overall corporate 
governance score of 9.51 assigned by 
JCR Eurasia Ratings for its superior 
compliance with Capital Markets Board 
Corporate Governance Principles.

You may find detailed information
on Garanti Bank’s ratings, their 
definitions, rating and outlook actions 
on Garanti Investor Relations website 
ratings section.

CREDIT RATINGS

FITCH RATINGS 

(Outlook: Stable)

FC  LC  

MOODY’S
(Outlook: Negative)

FC Deposits  LC Deposits

STANDARD & POOR’S
(Outlook: Negative)

FC  LC

JCR EURASIA RATINGS
(Outlook: Stable)

International FC  International LC 

SECTIONS WEIGHT SCORE

Shareholders 25% 9.22
Disclosure and Transparency 25% 9.40
Stakeholders 15% 9.57
Board of Director 35% 9.66

CORPORATE GOVERNANCE RATING
(Outlook: Positive)

Overall Compliance Score  9.51

BBB- BB

BBBBA2 BA1

BBB- BB

BBB+

LONG TERM

LONG TERM LONG TERM

LONG TERM




