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 “Turkey has become a model for the 
world in interest-free banking”

The world underwent the greatest 
economic crisis in the period between 
�007 and �009 after the great 

depression in 19�9. The storm of crisis 
that broke out in the USA and affected the 
whole world naturally influenced Turkey too. 
However, it should be stated that Turkey was 
one of the luckiest countries in the geography 
of the global crisis because Turkey became 
one of the countries in which the least 
destruction took place. The most remarkable 
elements of the crisis were especially the 
diminishing of the economy at a rate of  
-4.7% and, parallel thereto, the important 
increase in unemployment rates. The effects 
of the last year on the real economy were 
less investment, less production, less export 
and less employment. However, the banking 
system, in general, managed to go through 
the crisis unscathed. Participation Banks, in 
particular, had a high performance in �009. 
It showed once again that the interest-free 
banking system was resistant to crises. As a 
matter of fact, Mr. Osman Akyüz, Secretary 
General of Participation Banks’ Association 

of Turkey, calls attention to the issue and 
underlines that the system has a much higher 
capacity of growth in the coming years.
 
n Mr. Akyüz, the world suffered the crisis 
in 2009, too. Turkey also underwent 
the crisis though it was affected less. 
From the point of view of participation 
banking, how did the sector go through 
in 2009? 
n As the sector of participation banking, 
we had a good performance in �009. At 
the beginning of the year, we thought 
we would have a growth of about �0%. 
However, the growth of the sector in 
respect of the volume of the raised 
funds reached about 40%. Regarding the 
volume of assets, participation banking 
exceeded the targets with a growth by 
31%. When we have a look at the volume 
of credits, we see a growth of about 
34%. In conclusion, the year �009 was a 
productive year for Participation Banks. 
We, as Participation Banks, administered 
the process of the crisis well. That good 

Mr. Osman Akyüz 
Secretary General of Participation Banks Association of  Turkeyn  Having a history of 

a quarter of a century, 
Participation Banks 
strengthened their 
infrastructure of laws and 
regulations during that 
period and filled the gap 
of traditional banks to a 
considerable extent with 
their financial products. 

n Turkish interest-free 
banking has one of the 
most advanced systems 
in the world with its laws 
and regulations and the 
techniques of banking. 
From that point of view, 
it can readily be said that 
Turkish interest-free finance 
system is a model for the 
world. 
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performance of Participation Banks is also 
being seen in �010. 
n Mr. Akyüz, as you have mentioned, 
Participation Banks have realized a 
growth bigger than expected in many 
issues. However, when we deal with 
profitability, we see relatively lower 
profit rates. What do you attribute it 
to? 
n Yes, the profitability of Participation 
Banks was less than traditional banks 
in �009 because although the fast drop 
in the deposit interest rates returns 
to those banks as profit, the fact that 
Participation Banks share all of the profit 
with account holders causes the profit of 
Participation Banks to be at a lower level. 
That is, although the interest difference 
in traditional banks was quite high, the 
constant profit margin in Participation 
Banks caused that result. The growth in 
the raised funds volume of Participation 
Banks is related to the high profit we 
provide for the account holders. That is, 
as the name suggests, Participation Banks 
shared the money that they earned during 
the crisis process with the fund owners. 
n We can say that not all of the funds 
that were raised could be used as credit. 
Can we say that the crisis had an effect 
on it, too?  
n Certainly. There was a remarkable 
decrease in the demand in �009. It affected 
our credit activities, too. We continued 
to finance the real sectors during the 
crisis period. Avoiding financing is not 
in question. Actually, we had difficulty 
in finding stable customers during that 
process. As Participation Banks, we have 
financed the real sector with the money 
that we have, except the amount that we 
have to keep as liquidity up to now, and 
we will continue to do so from now on, 
too. 
n How did the crisis affect the branch 
network and employment in the sector 
in 2009?
n Naturally, there was a slow down in both 
opening new branches and employment 
in �009 in comparison to �008. There was 
an increase by 7% in the rate of opening 
new branches and in employment. 
n The share of the sector in the overall 
banking system is increasing year 
by year. How will you discuss the last 
situation? 
n Yes, the share of Participation Banks 
in the overall banking system increased 
in �009, too. For instance, our share in 
raised funds increased to 5.�%, our share 
in allocated funds reached 6.3% and our 

share in total assets came at 4.�%. As it is 
seen, Participation Banks contribute to the 
growth of finance sector substantially. 

Participation Banks are growing 
fast but there is a great amount 

of ground to cover 
n We see that the share of Participation 
Banks in the overall banking sector has 
increased and almost doubled. What 
do you think is the reason?
n The fact that Participation Banks 
have become better-known and more 
popular in Turkey plays a significant role 
in it. Again, the service of the sector has 
become clearer. The infrastructure of laws 
and regulations has been completed. 
Participation Banks have branches all 
over the country. Financial products 
have increased; Participation Banks are 
trying to provide their customers with 
even more high-quality services. The 
popularity of participation banking and 
interest-free banking has increased both 
in Turkey and in the world. I think they all 
have contributed to our sector. 
n Are there any sectors that 
Participation Banks have not reached 
yet in Turkey? 
n As Participation Banks, we think that 
we are still at the beginning in Turkey. 
Currently, the share of participation 
banking is about 5% in the sector. We 
should increase it. The total number of 
branches of Participation Banks is 573. 
It shows that there are still some cities 
and towns that we have not reached. We 
should open more branches and increase 
our network of service. As Participation 
Banks, we believe that we can enlarge 

the banking sector and contribute more 
to it. Our banking sector has not reached 
the size of our national income. However, 
in the developed countries, there exists a 
banking sector that is three times as big 
as the national income. We are to take 
Turkey to a point like that. As Participation 
Banks, we can make great contributions 
to the banking sector. The system of 
participation banking is a model that 
is suitable for economic development. 
In addition, this model prevents unreal 
growth and balloons that cause crises in 
finance sector. If the world analyzes this 
model very well and benefits from it, new 
crises can be averted.
n Traditional banks underwent serious 
problems in the return of credits. What 
was the situation like in Participation 
Banks? 
n There is not much difference between 
Participation Banks and traditional 
banks as credit applications. However, 
as Participation Banks, we are more 
experienced in the financing of the real 
sector. It is our field of business. Therefore, 
there are not such applications as 
demanding any early repayment of credits, 
closing, increasing the rate of financing in 
participation banking. When we provide 
financing, that financing has a maturity 
date. Since we trade by installments, we 
have to collect the money at the maturity 
dates. We cannot ask for the return of 
the credit before that date. As a result, 
there was hesitation in banking in the 
most intensive period of the crisis. There 
was really a complexity especially in the 
first three months of �009; the banks 
hesitated for a while for the applications 
of financing. They tried to maintain their 
own financial security. Otherwise, no 
banks can be in the position of asking 
for the return of the credits before the 
maturity date. The narrowing of the 
demand brought about a relative problem 
in the credits. Here, the precautions 
taken by BDDK (Banking Regulation and 
Supervision Agency) enabled the banks to 
go through the process easily. Especially 
the new application in the Provisions 
Regulation which eases reconstructing 
for the institutions that had difficulty in 
payments decreased the problem of bad 
debts. Currently, the rate of the delayed 
debts in the overall sector is about 5%, 
which is an acceptable figure. 

Banks merit praises
n 2009 was a year in which the 
economy diminished and narrowed. 
However, profitability in the banking 
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amongst the money they earn, which 
returns to the economy. Banks open new 
branches with the money they earn and 
expand their network of service. Earning 
money is a sign of health for commercial 
institutions. They did it within the rules 
of the economy. Therefore, I do not agree 
with the criticisms regarding the issue. 
n In the recent years, Participation 
Banks have been active in individual 
banking, too. What is the situation like 
if you examine it considering the year 
2009?
n Individual banking is the secondary 
field of activity for Participation Banks. 
We finance production, export and trade 
more. Our primary field of activity is the 
financing of the real sector. However, 
we tried to meet the financial needs of 
individuals, too. We financed individuals 
regarding the issues of credit cards, 
houses, cars and durable goods and we 
will continue to do so.  

The offer of Vatican shows the 
point that interest-free banking 

has reached 
n The global crisis resulted in the 
bankruptcy of the most established 
finance institutions in the world. As a 
result of the global crisis, the system of 

interest-free banking system was back 
on the agenda of the world again, this 
time more seriously. However, the most 
interesting point was that the “interest-
free banking” was offered from Vatican, 
the center of Christianity. What will you 
say about it?
n It shows the interest of Vatican, 
especially the Christian world, in interest-
free banking, Islamic banking, which is 
developing in the world. In fact, interest-
free banking is developing fast in the world. 
There is an annual growth of about �0% in 
US dollar terms. There are more than �00 
banks and finance institutions. The total 
size of assets reached USD 1 trillion. We 
are observing the developments in the 
world closely. We see that serious steps 
regarding the issue are taken especially in 
London, New York and Germany. Interest-
free banking is more resistant to crises. 
It is because there is no speculation in 
interest-free banking. What it is engaged in 
are business, investment and cooperation 
with businessmen. The economy based on 
paper is not given much importance. The 
direct interaction with the real economy 
brings about a steady banking system. 
That is, the concerned participation bank 
has to know where the money is going to 
be used when it provides financing. That 
is, when the participation bank becomes 
a partner for the profit and loss or when 
it buys something in cash and sells it in 
the form of deferred payment, it has to 
determine for what project the money is 
going to be used, what kind of a project 
it is and if the financing is used properly 
or not. If there is a loss or a financial 
narrowing, the probable loss is shared 
with the account holders that entrust their 
money with the participation bank. 

Sukuk will be very useful  
for Turkey

n Sukuk has been on the agenda in 
Turkey. CMB (Capital Markets Board) 
has been working on the issue for a 
while. What do you think about it? What 
are you planning to do?
n The instrument called Sukuk is used 
in the international finance markets. The 
volume of this instrument in the world 
is about USD 150 billion. We observe the 
issue of Sukuk in various countries of 
the world, both in Islamic countries and 
in Western banks. The government has 
submitted a resolution to the parliament 
regarding the issue. In addition, SPK 
has prepared a notice for private sector 
Sukuk and published it. The institutions, 

sector increased. Some politicians and 
businessmen criticized it by saying, 
“The banks increased their profits 
while the real sector suffered losses. 
How come it happened?” How will you 
assess it? 
n That the profit rates of the traditional 
banks have climbed by around 50% 
greatly depends on the decrease in the 
interest rates of deposit accounts that 
took place as a result of the fast decrease 
in the interest rates carried out by the 
Central Bank, which is a conjunctural 
development. That is, the increase in profit 
did not take place due to an increase in 
the revenues but a decrease in the interest 
expenses. The banks suffered a loss of 
USD 50 billion in the crisis of �001. That 
loss was paid by the Turkish people in the 
form of tax. Today it is great a success that 
the banks went through the process of 
the crisis without being a burden on the 
general economy, which really deserves 
to be appreciated, especially by BDDK 
officially in written form. Our banks did 
not become a burden for the government 
and economy during the crisis. What is 
more, they even earned money. It was 
shown as an example in the world. Banks 
are the partners of the Treasury in terms 
of tax. They pay a great amount of tax 
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banks,..etc. that wish will be able to raise 
financing by issuing Sukuk We think that 
Sukuk will be used in Turkey in the near 
future and it will take its place in the 
economic structure as a finance providing 
instrument. Besides, SPK is preparing the 
infrastructure of it for the private sector. 
As for the public sector, if the Treasury is 
interested in it, it will find a new form of 
finance raising by issuing Sukuk. Last year, 
the application of income indexed bonds 
was started by the Treasury in our sector. 
We, as Participation Banks, invested in 
those bonds. In the near future, we are 
going to establish the secondary market of 
the income indexed bonds. Then, it will be 
more liquid and those who have income 
indexed bonds will be able to sell them 
and get their money. We are working on it. 
We, as Participation Banks, took an active 
part in it. It takes time to design a product 
and to realize it. Sometimes it takes years 
to do it. We are approaching the last stage 
in Sukuk. 

  Turkey has become a model 
for the world in interest-free 

banking
n In the west, London is a financial 
center; it is also taking steps to become 
the center of interest-free banking. 
On the one hand, in the Middle East, 
Kuwait, Bahrain, Iran and Saudi Arabia 
are trying hard to become more 
effective. On the other hand, in the Far 
East, Malaysia is developing an original 
model. You sometimes say that the laws 
and regulations regarding the interest-
free banking system in our country are 
the best in the world. Can we say that 
Turkey has become a model for the 

world in interest-free banking?
n Interest-free banking is developing in 
the world and Turkey is getting its share of 
that development. Interest-free banking 
in Turkey is taking confident steps under 
the name of participation banking. 
Currently, we have reached a size of  TRY 
35 billion of assets. We hope that we will 
reach a size a few times bigger than that 
in the next few years. The Participation 
Banks in Turkey completed the process of 
establishment in the last �5 years. In the 
past, we had serious problems regarding 
the laws and regulations. We learned the 
system as Participation Banks. However, 
at the same time, the public banking 
authority has worked for a long time to 
determine how to establish that system, 
where to place it and how to benefit from 
it. In the end, Turkey reached its desired 
goals in terms of product and application. 

Today, Participation Banks and traditional 
banks operate by the same laws. It is 
definite how they will get license, how 
they will put capital and how they will 
operate. There is no indefinite field. The 
next thing to do is to produce good 
service. It is very important. The risks have 
disappeared with the fast development of 
the Participation Banks. We think that, in 
the process to come, Turkey will develop 
fast and continue to serve as an example 
for the world as Participation Banks. We 
can say that Turkey has definitely become 
a model for the world in interest-free 
banking. We observe that especially 
Turkic republics have been following 
and trying to imitate our system recently. 
We are explaining our laws regarding 
participation banking to both the Islamic 
countries and the West. London is a 
center in participation banking. There are 
licensed institutions and there exists a 
banking authority. Having Islamic banking 
units in the stock exchange, banking and 
even in interest banking shows that they 
are trying to give great importance to 
that industry and that they are trying to 
develop it. We exchange ideas with them. 
n Turkey is both an eastern and a 
western country. It is a Muslim county 
but has close relations with capitalist 
countries. Turkey has the most 
advanced infrastructure in the sector of 
participation banking. Can Istanbul be 
a rival to London in the world finance 
markets? What should be done for it?
n Our government has declared that 
Turkey, specifically Istanbul, will be 
a finance center. The real aim of this 
strategy is to make Istanbul a regional 
finance center in the short run and a 
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there is a similar activity in Azerbaijan. We 
believe that interest-free banking will find 
the suitable conditions in those countries 
in the future. We think that those suitable 
conditions will form a synergy with the 
banks in our country.     
n Will you discuss the general 
performance of the economy of Turkey 
in 2009?
n We can say that Turkey went through 
�009 well in respect of macro indications, 
except growth and unemployment, 
of course. After all, the financial crisis 
affected the real economy and growth. 
It brought in unemployment. There were 
not any other problems in the financial 
markets. We have seen that stability has 
continued in macro indications. Naturally, 

global finance center in the long run. 
We think that Istanbul can have such a 
power and that Turkey can cover a long 
distance especially considering interest-
free banking during that process. I want 
to say that in the West, especially in 
London, there are serious studies and 
researches regarding interest-free finance 
as I observed those activities by myself; 
the infrastructure of interest-free banking 
has been established and the laws and 
regulations have been fulfilled. We see 
that Istanbul has a serious chance of being 
a financial center and that especially 
participation banking, as a sub-sector, 
has a great potential of making Istanbul a 
finance center. The fact that Turkey is close 
to the Gulf, that it has close relations with 
Turkic republics and that it has economic 
relations with its neighbors, puts Turkey in 
a lucky position about it. 

 Now the Target is  
Turkic Republics 

n You said that Turkic republics 
imitated the system of interest-free 
banking systems. Can you give some 
information regarding the issue? 
n Especially Kazakhstan rearranged 
the laws and regulations regarding 
participation banking. Today, an 
enterpriser can easily start an interest-
free banking in Kazakhstan. We know that 

the narrowing of the demand decreased 
the volume of the foreign trade. It caused 
a 4.7% diminishing in economy. The 
unemployment rate reached about 14%. 
There were not any other problems in 
macro economic indications. 
n Will you comment on the first three-
month period of the year 2010?
n  Turkey declared its medium term 
program last September. The economy 
is being coordinated very well in this 
framework. The right steps are being 
taken. In my opinion, the last IMF decision 
was suitable. We expect that we will not 
need IMF any more because IMF reminds 
troubled economies. If there is a problem, 
IMF comes. IMF stepped in when there 
were problems in current deficit and in 
the balance of payments. We do not have 
any problems regarding those issues now. 
Turkey has entered the process of growth 
again. We expect that the growth target 
will have been realized at the rate of 
3.5% or even at 4.5%. There has been an 
increase in demand recently. Participation 
Banks are doing well, too.   
n What is your expectation for 2010?
n We think the process of improvement 
will go on in �010. We expect economy will 
start to ascend, the process of growth will 
continue and the rate of unemployment 
will go down. We hope the economy of 
Turkey will be better than that in �009.


