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Disclaimer

Republic of Turkey Prime Ministry Investment Support and Promotion Agency (ISPAT) submits the information
provided by third parties in good faith . ISPAT has no obligation to check and examine this information and takes no
responsibility  for any misstatement or false declaration . ISPAT does not guarantee the accuracy, currency,
reliability, correctness or legality of any information provided by third parties . ISPAT accepts no responsibility for
the content of any information, news or article in the document and cannot be considered as approving any opinion
declared by third parties . ISPAT explicitly states that ; it is not liable for any loss, negligence, tort or other damages
caused by actions and agreements based on the information provided by third parties .

Deloitte accepts no liability to any party who is shown or gains access to this document . The opinions expressed in
this report are based on Deloitte Co n s ul tjudgneerd sand analysis of key factors . However, the actual operation
and results of the analyzed sector may differ from those projected herein . Deloitte does not warrant that actual
results will be the same as the projected results . Neither Deloitte nor any individuals signing or associated with this
report shall be required by reason of this report to give further consultation, to provide testimony or appear in
court or other legal proceedings, unless specific arrangements thereof have been made . All opinions and estimates
included in this report constitute our judgment as of this date and are subject to change without notice and may
become outdated .
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Executive Summary

ATurkey is the 17 ™ largest economy in the world ATargets are being set and development also
and 6th largest economy in Europe with a GDP of continues in urban renewal projects . The Turkish
approximately USD 786 bilion. The real estate government has decided to renew and retrofit
sector in Turkey represents 19.5% of the total buildings that are prone to destruction during
GDP and offers great investment potential . natural disasters including 6.5 million residences

_ o ) with a budget of USD 400 billion

Aln 2012, FDI inflow rose to USD 12 .5 billion with _ _
real estate and construction receiving USD 1.6 A299 shopping centers with a total gross leasable
billion of the total EDI. area of 8.2 million sgm are open all over Turkey .

91 shopping centers located in Istanbul represent

AFollowing the enactment of the reciprocity law, 46% of the total leasable area for shopping centers
sales of real estate to foreigners started to increase in Turkey . There is still room for investment in the
and reached USD 2.64 billion in 2012. The retaill market since only 54 Turkish cities out of 81
Ministry of the Environment and Urbanization have shopping centers .
declared ~that real estate sales to foreigners A Office construction licenses obtained throughout
increased from 2% to 5-6% in the last 10 months Turkey increased by 27% and reached 6.84
of 2013 . million sgm . Istanbul office stock grew at a CAGR

Alts advantageous geographical position, its youthful of 10.6% from 2003 to 2012.
population and demographic advantage, the AThe Marmara region is an important hub for
increase in income per capita, large -scale urban industry and logistics due to its geographical
renewal and development and ease of doing position . It is by far Tur k e ynéss developed
business are the drivers of the real estate sector in warehouse market .  According to TCDDOGs
Turkey . Special focus has been given to Istanbul to investment  program, TCDD plans to spend TL
present opportunities for the investors who wish to 514 .9 million on building logistics centers .
close the gap between supply and demand . AThe number of tourists is expected to reach 60

AThe number of construction licenses and occupancy million by 2023 . As of 2012, there were a total of
permits were 225,000 and 177,000 respectively in 2,870 licensed hotels with a total bed capacity of

more than 700 ,000 and there s still a gap

2012 . The total number of houses sold in the , .
between supply and demand, especially in Istanbul .

property  market reached 290 ,000 in 2012 .
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|. Global Highlights and Turkish
Macroeconomic Indicators Related
to Real Estate

A. An Overview of the Turkish Economy and Real Estate Sector
B. FDIlin Turkey

A. M&A Review for the Real Estate Sector




Global Highlights of the Real Estate Sector

While the USA Increast_e "
stock prices
economy grew and slack
by 1,6%, [
down in
Eurozone i
Commaodity
economy shrank rices
by 0.9%. P .

Composite
Leading
Indicators
point out to
stagnation in
world

Consumer
economy .

confidence in
China shows a
significant
increase
Downsizing in
The construction
Expectations of expectations sector in
the real sector and confidence Eurozone
and consumer levels are still continues.
confidence are low in EU
rising in US. countries

Commercial real
estate prices
gradually
increase in USA.

The rehabilitation of the
market is being shaped
The by two major
weak trends i globalization of
US, commercial performance of capital and  specialization
real estate prices the construction of strategies.
exhibited a sector in EU has
gradual and a significant
continuously adverse effect on
increasing trend the real estate
in 2012. sector as well

Recovery in
construction
expenses and
housing
sector in USA.

Commercial real estate
market had limited affect
from the slowdown in global

economy in 2012
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Tur k ey 0 sgrdwimgeconomy is expected to attract

more investment in the future.

A Turkey has  undergone profound economic Figure 1: GDP Growth Rate (Constant Prices )
transformation over the last decade and its
economic foundation is quite solid. It is the 17th 9%
largest economy in the world and the 6th largest
economy in Europe with a current GDP of — —
approximately USD 786 billion in 2012 . 4%

AHaving boomed as fast as 9.3% and 8.8% in real
terms in 2010 and 2011, OECD projects a real GDP -1% \/
growth of around 4% in 2014 and 2015, while the
EIU projects on average 5% growth until 2017 . -6%

AMonetary policy played a vital role in reining in QQ%QQD‘QQO’QQQ)QQ/\ QQ%QQO’Q'\/QQ\\’Q\Q’Q\,”;( Qxb“\g'\f’;\d\,é&’,\&
inflation  in recent years. Turkish inflation has VYV V VAV VNV VAP Ay
stayed under 10% since 2004 and vyear-end Source: TurkStat, OECD, EIU
inflation was 7.40% in 2013 . EIU forecasts that "Q8 2013, f:forecasts

average inflation will further ease to 4% by 2018 . Figure 2:Inflaion , 2004 -2013
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Source: TurkStat
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Capitalizing on its economic policies, the investment
environment in Turkey has become increasingly more

welcoming to foreign Investors.
AThe overnight lending rates have been steadily
_ _ decreasing over the years and were around 7.5%
Figure 3: The Central Bank of the Republic of in September 2013, which is a 500 basis point
Turkey O/N Interest Rates decrease from 2002 .
60% AFitch Ratings announced T ur k eiyéssnent grade
50% rating of BBB in November 2012 and Standard &
Poor announced a BB+ rating in March 2013 . These
40% events signal further upgrades and are expected to
30% boost the inflow of institutional funding .
. AMoody's raised T ur k egodemment bond ratings
20% to Baa3 and revised its outlook to stable from
10% \ positive in May 2013 .

0%

SV 2 ® PSR A0 A AL WD Table 1: Turkeydos Credit Ratings
AP AR 0T 9P7 407 0T 407 407 07 907 07 O

) ) Rating Outlook Rating Outlook

Borrowing Lending (Local (Local (Foreign (Foreign
Currency) Currency) Currency) Currency )

Standard ~ BBB Stable BB+ Negative

& Poor o0s

Fitch BBB Stable BBB- Stable

Moodyds Baa3 Stable Bal Positive

JCR BBB- Stable BBB- Stable

Source: Moodyds ( May 2 GdbRidry 2034, Fitch (December 2013), JCR (May 2013)
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The real estate sector IS 19.5% of the total GDP
and exceeds TL 364 million.

Figure 4: Construction ,New Home S ales, Rental and Commercial Real Estate Activity in the GDP
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Source: Central Bank of ~ Turkey

AThe real estate s e ¢t cshai@sin the GDP increased by 2.3% in 2000 and by 3.8% in 2012 . It is important to
note that real estate, including rental and commercial activity in the GDP increased from TL 1 million to TL 19

million in 2012 .

AThe average share of construction, new home sales, rental and commercial activity in the GDP increased by
16.7% between 2000 and 2005 . However, the sharpest increase was observed between 2006 and 2009 with
20.5%.

y2¢
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Turkey has been attracting significant FDIs inthe last
decade and the real estate sector

of FDI inflows in 2012.

Figure 5: FDI Inflows to Turkey, 2003 -2012 Figure 6: FDI Inflows to Turkey in Real Estate and
05 Construction , 200 7-2012
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Source: World Development Indicators, World Bank DataBank Source: CBRT

ATurkey has become an attractive destination for FDI. After 2002 , FDI inflows were weak, but began to increase
incrementally, and climbed to reach a record level of USD 22 billion in 2007 . The decrease in 2009 can be
explained by the global economic crisis, which lowered FDI all around the world including Turkey . However,
according to 2011 figures , Turkey has recovered satisfactorily from the global crises and has continued to
attract large FDIs in 2012 . In 2012, FDI inflow rose to USD 12.56 billion, compared to USD 8.66 billion in 2009 .

AThe share for the real estate and construction industry in total FDI to Turkey increased by 12% in 2012
compared to 2011.

AFollowing the enactment of the reciprocity
two quarters of 2012 . Real estate sales to foreigners

AThe Ministry of the Environment and Urbanization declared that real estate sales to foreigners increased from
2% to 5-6% in the last 10 months of 2013 .

law, sales of real estate to foreigners started to increase in the last
increased by 30.9% and reached USD 2.64 billion in 2012 .
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Tur keyos
with USD 1

2008 and 2012 in real estate.

Table 2: Mergers

and Acquisitions

potenti al

(1/2)

in Real Estate Sector

S

mani fested

.5 billion worth of transactions between

2008 Hall Investments Optiproje Optik Sanayi ve Ticaret 4.5 100 %
2008 Ocean Real Estate Management Logiturc 325 90%
2008 Corio Adacenter 44.8 70%
2008 Hellenic Petroleum Opet Aygaz Bulgaria 15.6 100 %
2008 Corio Act 4 Gayrimenkul 174.7 100 %
2008 Corio Iskenderun Shopping Center 181.7 100 %
2008 Corio Tarsus Gayri menkul Ge 74.9 100 %
Insaat
2008 Metaltrade International GKY Real Estate Investment 13.8 99.9%
2008 Manag Gayrimenkul At akul e Gayri menkul Y 77 51%
2008 Si npak GYO Saf Gayri menkul Gel i K 41.6 7.4%
2008 Ozderici GYO Ujur Gayri menkul 12.3 100%
2009 Malone Mitchell & Individual Investor Gundem Resort Hotel 50 100%
2009 Ismail Tarman At akul e Gayri menkul Y 68 51%
2009 Emaar Properties Emaar Turkey N/D 40%
2010 Akfen Holding Akfen GYO 97.8 32.5%
2010 Doj uk Hol di Doj uGE GYO 28 25.5%
2010 Templeton Asset Management Rey s &¥0 6 5.9%
2010 Turkey Properties Aland Emlak N/D N/D
@ Source: Deloitte, Annual Turkish M&A Reports
: Investment Support and Promotion  Agency of Turkey ©2013 Deloitte Turkey, Member of Deloitte Touche Tohmatsu Limited




Tur keyos
with USD 1

2008 and 2012 in real estate.

potenti al
.5 billion worth of transactions between

(2/2)

| the M&AMarket st e d

o
2010 ECE Projektmanagement ECE Turkiye Proje Yonetim N/D 48%
2010 Corio Bursa Anatolium Shopping Center 229 100%
2010 Union Investment Forum Mersin Shopping Center 93 35%
2011 Shangri -La Asia Limited Beki ktak Emlak Yateéere 92 50%
2011 Doj uk Hol ding Dojuk GE GYO 28 25.5%
2012 Eser Holding EGS Park 28 100%
2012 Ozak Gayrimenkul Artstate 17 100%
2012 Fervonia Holding Mel 4 Gayrimenkul 10 50%
2012 Blackstone Redevco Turkey Operations N/D 100%
2012 Government of Singapore Inv. Corp. Ferikdy Gayrimenkul N/D 50%
2012 Turkuaz Turizm Sireo Gayrimenkul N/D 100%
2012 CBRE Group CBRE Turkey N/D 100%

e Source: Deloitte, Annual Turkish M&A Reports
' Investment Support and Promotion  Agency of Turkey

©2013 Deloitte Turkey, Member of Deloitte

Touche Tohmatsu Limited




I. Tur keyos Compet it |
Landscape

A. Tur k eAdvastageous Geographical Positioning
B. Regional and Sectorial Potential in Turkey
C. Ease of Doing Business in Turkey

D. Special Focus: Buying Property in Turkey
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Turkeyodos advantageous geographica
meets Asia, within a radius of a4 -hour flight or less.

ATurkey is situated between Europe and Asia, allowing the country to create a link between three continents with
over 1.5 billion people and a GDP of USD 25 trillion .

AAs major airway hubs in the region, the Istanbul and Ankara airports provide a practical route of travel with a
maximum 4-hour direct flight to the capital cities in Europe, Western & Central Asia, the Middle East and Africa .

AT ur k egedgsmphical location as well as its logistics capabilities, its unique positioning at the intersection of
trade routes and its rapidly progressing investment environment are the major factors contributing to Tur key
strategic and regional importance .

Alts multicultural  historic background and its young, highly skilled workforce are also significant indicators of its
business power and potential .

Figure 7: Tur k e yséographical Position Table 3: Total Foreign Trade Volume by
Regions

. Trade Volume
Regions

USD billion
~ Free Zones in Turkey 3.3
Europe (EU) 146.6
Europe (Non -EU) 51.7
North America 21.7
Central & South America 8.1
Middle & Near East 63.8
Africa 19.2
Asia & Pacific 61.5
Other 12.7
Total 389
AN
Source: TUIK
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Tur keyos popu?20a3tiserpacted ta reach more
than 84 million people and Istanbul will be home to
almost 20 % of them.

Figure 8: Population  Growth in Selected Figure 9: Turkish Population by Age Groups
Countries
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269 257 (1% %
80 80% -
o 60%
° 58%
40 - 63% & u0-14
20 - 40% 4 [ 68% 69% = 15-64
m 65+
a 3 o A A . 28%
(\ O 6\ o
N > Q A\ < . ) 51%
© < S Q
S A \ < of <
(}?’c IR AN (S SIA 201°

Source : TurkStat

Source : BMI forecast -Deloitte Analysis
f: forecast

Aln 2030, Tur k epogulstion will be approximately AThe growth in population is a significant indicator of
88.5 million which demonstrates an increase at a an emerging economy . Indeed, Turkey has been
CAGR of 0.88% between 2012 and 2030 . experiencing continuous growth in its population

over the last decade as an emerging economy .
According to TurkStat, the population of Turkey is
expected to reach 84.2 million in 2023, which
corresponds to a CAGR of 1% increase from 2011 .

ATurkey has the highest population growth
percentage compared to other European countries .
Germany has negative population growth until
2030 and an estimated 1 million decrease in its

current population . A significant decrease will also AThe percentage of the population that is between

be noted in Poland with 2.2 million population 15 to 64 years old will remain high over the coming

decrease until 2030 . years reflecting the promising potential for the
future of both the economy and the real estate
sector .

y2¢
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The average = monthly disposable household income
grew with a CAGR of 8% between 2006 -2012

Figure 10: Monthly Disposable  Household Income in Turkey
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0
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m 1. 20% (Lowest Quintile) m2. 20% 3. 20% m4. 20% B 5. 20% (Highest Quintile) Average

Source: TurkStat, Deloitte Analysis
Note: Converted to USD using the FX rate at the end of 2012 .

A Another pillar affecting the real estate market is the growth in local demand . Disposable income is a great way
of analyzing growth in demand because consumers have greater purchasing power and are more willing to

invest in the real estate market .

AThe average monthly disposable income grew at a CAGR of 8% between 2006 and 2012 surpassing USD 1,430
in 2012 .

AAs of 2012, the highest 20% quintile held 46% of the total disposable income in Turkey .

=
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a highly
wages.

Turkey offers
competitive

Figure 11 : Minimum Monthly Salary , October

2013
France 1.430
UK 1.264
Spain
Greece
Portugal
Turkey
0 500 1.000 1.5I00
EUR

Source: Eurostat

skilled labor force with

ATurkey has a young, dynamic and educated
population . However, monthly wages are relatively
lower than the EU or the US. In regards to
minimum  monthly  wage, Eurostat reports that
Tur k emidins um monthly wage was EUR 415 in
October 2013.

AEach year, a total of 21,000 graduates from fields
that includ e civil engineering, architecture, urban
design, interior design and construction technology
(in vocational, associate degree and undergraduate
degree programs ) enter the workforce .

A Along with educated professionals, there is a large
experienced pool of construction workers who are
officially categorized as dinskilled workers &

Investment Tip : Turkey has a competitive
advantage over many  European countries
because of its highly skilled workforce and

low labor costs

and Promotion  Agency of Turkey
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For the second time, Turkey had the greatest
improvement on the Global Real Estate Transparency
Index.

AThe Global Real Estate Transparency | n d e 2042 edition analyzed 97 markets . The index measures real estate
investment performance in regards to real estate ownership, public real estate securities and unlisted real
estate funds .

AThe Index evaluates fundamental markets, governance of listed vehicles /properties as well as regulatory, legal
and transaction processes and performance measures .

ATurkey was listed as i mo § tmp r o vom ¢hé transparency index . The potential of the market and clarity in the
transaction process made Turkey the most improved for a second time among 97 markets .

Table 4: Global Real Estate Transparency Index, 2012

Investment Market LI.Sted Regulatory Transaction 2012 Composite
Vehicles/
Performance Fundamentals . and Legal Process Score
Properties
Poland 3.0 1.7 2.4 1.7 1.9 2.11 19
Hungary 3.1 2.9 3.3 1.9 1.8 2.53 26
Brazil -T1 3.1 2.6 2.0 25 2.2 2.54 27
Turkey 3.6 3.1 1.7 2.1 2.9 2.76 31
China -T1 2.9 2.6 2.9 2.8 3.1 2.83 32
Russia -T1 35 25 29 3.1 2.0 2.90 37
India -T1 3.2 3.7 2.2 2.8 3.1 3.07 48
Egypt 4.0 4.8 3.1 3.7 3.4 3.88 77
Tunisia 4.7 4.9 4.3 3.9 4.1 4.38 89
Source: Jones Lang Lasalle, 2012 Edition:  Back on Track
T1: Tier 1

China, Russia and Brazil have 3 Tiers and India has 4 tiers .

@ Investment Support and Promotion  Agency of Turkey ©2013 Deloitte Turkey, Member of Deloitte Touche Tohmatsu Limited




Once bought, t he number
in Turkey is about 6 day
among its peers

of days to register a property
s, the shortest

length of time

ACompared to BRIC countries and Hungary, Poland and Croatia, a property can be registered in 6 days in

Turkey, a much shorter length of time than the aforementioned

countries where the process takes much longer .

It is also important to note that among these countries, Turkey shares highest score for i Ov e rQuality of

I nf r ast r with tCroatia @t 5.1 out of 7.

Figure 12 : Number of Days to Register a
Property, 2013

Turkey
Hungary
China
Brazil
India
Russia
Poland

Crotia 104

0 20 40 60 80 100 120
Number of Days

Source: Global Competitiveness Report 2013

Figure 13 : Overall Quality of Infrastructure Score
(1-7), 2013

Crotia 51
Turkey 51
Hungary 4,9
China
Poland
India
Russia
Brazil
0 1,3 2,6 3,9 5,2
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Overall, Turkey is 69 t" in the

report.

AThe Foreign Direct Investment
which complies with international
enacted in 2003 . The objective of this law is to
regulate the principles that encourage foreign
direct investments ; to protect the rights of foreign
investors ; to define investment and investor in line
with  international standards ; to establish a
notification -based  system for  foreign direct
investments rather than screening and approval ;
and to increase foreign direct investments through
established policies .

Awith this law, unless stipulated
agreements and other special laws:

Law in Turkey 1
standards T was

by international

1. Foreign investors are free to make direct
investments in Turkey .

2. Foreign investors shall receive equal treatment
to domestic investors .

AAs a result, the number of expats has increased

significantly . According to the Ministry of Labor and
Social Security, the number of work permits given
to foreigners increased by 86% in 2012 reaching
32,272 . Since 2003, a total of 125,697 permits
were provided to foreigners .

Alt is also crucial to note that the availability for the
free transfer of funds in Turkey adds positively to
its investment friendly environment

Doing Business 201 4

A According to the Doing Business 2014 report by the
World Bank, Turkey is ranked 69" among 189
countries on the ease of doing business .

ATurkey has a higher ranking compared to BRIC
countries . Eastern & Central Asia and the Middle
East & North Africa are ranked 71st and 107"
respectively, below the rank of Turkey .

Figure 14 : Ease of Doing Business Analysis
Ranking, 201 4

Turkey

Regional Average (Eastern
Europe & Central Asia)

Romania
Russian Federation

China

Regional Average (Middle
East & North Africa)

Brazil

India

Source: Doing Business 201 4, The World Bank
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Special Focus : Buying Property in Turkey
There are many opportunities for foreigners who wish to buy property
in Turkey.

AHaving a residence permit is not a condition for a A After the reciprocity law of 2012, the number of
foreigner who wishes to buy property in Turkey . real estate sales to foreigners increased by 31%
Likewise, buying a property does not grant the from 2011 reaching USD 2.64 billion in 2012 . In
foreigner access to a residence permit in Turkey . 2012, more than 13,000 properties were sold to

more than 14,000 foreigners .

AForeign investors tended toward shopping center

Figure 15: Real Estate Sales to Foreigners investments and procured over 2.6 milion square

800 - meters of rentable shopping center space, which
corresponds to an increase of 128 % from 2007 .

600 - AAccording to a report by the Association of Real
Estate Investment Companies (GYODER), the most

400 - active commercial real estate market was the office
market in 2012 . Foreign investors and developers

200 - are increasingly interested in the office market .

0 .

2011 2011 2011 2011 2012 2012 2012 2012
QT Q2 Q3 Q4 Q1 Q2 Q3 Q4
® Real Estate Sales to Foreigners Investment Tip: New legislation has
Source: GYODER, Ministry of Foreign Affairs expanded the amount of property foreign
investors can procure, providing one more
reason for foreign investors to investin
Turkey.

=
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Special Focus: Buying Property in Turkey

Important
by foreigners under Turkish law

rules and regulations for the sector: Real estate acquisition

The legal framework for the acquisition of real estate by foreigners in Turkey has changed with the amendments
made to the Land Registry Law No. 6302 (Published in the Official Gazette dated 18 May 2012).

Before
A Reciprocity Principle

A Max. size of immovable propert vy thatc an be

acquired: 2.5 hectares

A Foreign persons and legal commercial entities may
purchase land fromthe planned areas.

A Commercial companies, which are incorporated in
foreign countries in accordance with the laws of
their country of origin ~ and which possess  the
status of a legal entity, may acquire immovable
and limited right in rem only within the
framework and provision of special statutes.

A No restrictions have been brought regarding
immovable pledges . Mortgages shall be freely
established in favor of foreign persons and
foreign legal commercial entities,  regardless of
whether they are within the list specified by the
Ministerial Cabinet or not.

Real estate acquisition by foreign companies

After
A Cancellation of Reciprocity Principle

A Max. size of immovable  propert y that can be

acquired: 30 hectares

A Foreign persons and legal commercial  entities

may purchase land and space, whether they
are in the planned or unplanned area and

classified as agricultural land or not.

Real estate acquisitions by foreign companies

AForeign companies which have been established in
Turkey and are registered in Turkish Commercial
Registries are legally accepted ATur ki sh
compani eso.

AForeign companies can acquire real estate in
Turkey.

Aln order to acquire  land, foreign companies have
to apply to the Provincial Directorate of Planning
and Coordination, which is an organizational unit of
the Governorship.

Investment Support and Promotion  Agency of Turkey
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Ill.  Investment Opportunities Iin
Real Estate Sector

A. 2023 Targets for the Real Estate Sector
B. Urban Renewal and Development

C. Mega-Projects

24



Several factors are
boosting the
Turkish real estate

market: From its
2023 Targets
and advantageous
Mega Projects :
Increasing ) _ge_ographlc
Population and Growing Income positioning and

Demographic Per Capita
Advantage

demographics and

Demand Drivers grOWing per Capita

forir??ilrkiitate p— income to the ease

Urban Framework of doing business ,

Renewal for Buying Property

and in Turkey : each of these has
Development Reciprocity increased the

Ease of Doing Law

Business demand for real
) : _
1 ey estate in Turke .

=
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From infrastructure to tourism, the 2023 national
targets  will have significant impact on the real estate
sector.

AT ur k egmérging economy presents the need for infrastructure investments in various industries . The main
industries include but are not limited to construction , residential and non-residential buildings, transportation,
and energy .

ASome of Tur k enyajors targets for 2023 include :

ABecoming one of the 10 largest economies

General Targets

AHaving an export volume of USD 500 billion

Alncreasing export volume from USD 152 bilion to USD 500 billion i which means that
Turkey will have 1.46% share of world trade

AMajor construction companies and investors related to the sector are setting their
agendas in line with government targets .

Alncreasing the length of high -speed railway from 888 km to 10,000 km
Infrastructure

ATCDD plans to spend TL 514.9 million on building logistics centers/villages

A 16 more logistics centers will be built .

ATOKK plans to build a t oforaheciteehs lof Turkéyl ds@partbfou s i n

SIpEry their 2023 goals, commemorating the 100th anniversary of Turkish Republic .

AUrban transformation and regeneration projects will spread to the Aegean and Eastern

Urbanization Anatolian regions after Istanbul .

AThe number of tourists is expected to reach 50 million by 2023 and the government is
strongly focused on creating new infrastructure to accommodate them (from hotels, to
health facilities, sports centers and the like.)

Tourism
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Turkeyodos growing population requi
and development.

AT ur k e poputation has been shifting from rural Figure 16 : Urban Population Percentage
areas to urban areas. The rural area population

decreased 5% from 2005 to 2012. In 2012 total 100%
rural population constituted only 28% of the total 80% -
population . The population shift in turn increases
the demand for new buildings for the urban 60% -
population and also renewal of the existing ones. 20%
b
Awithin the scope of the Urban Renewal Project, 6.5
million residences will be included to total capacity . 20% -
A budget of USD 400 billion is allocated for this
the 0% -

initiative  where the private sector will play

largest role . 2005 2006 2007 2008 2009 2010 2011 2012
) ) . ® Urban Population (% of Total Population)
AEopuIatlon of Istanbul is expected to be 16.5 million ® Rural Population (% of Total Population)
in 2023 which is 20% of the total population . Source: TurkStat

AThe 5 most populous cities in 2023 are expected to
be Istanbul, Ankara about 6 million, Izmir about 4.5
million, Bursa 3 millon and Antalya, Sanl éur
Adana, Gaziantep, Konya and Kocaeli will follow

Table 5: Top 10 Most Populous Cities in 2023

Provinces Population Provinces Population
in 2023* in 2023*

respectively . Istanbul 16, 568,500 kanl eur f 2339,322
AThe economic and demographic changes resulted in

the geographical coverage of SCs and outlets to Ankara 5,927,209 Adana 2,286,790

extend beyond the thre_e large _metropolls I lzmir 4,405,279 Gaziantep 2.257.278

Istanbul, Ankara and Izmir ; expanding to many

different cities in Anatolia . Bursa 3,073,486 Konya 2,175,214
Antalya 2,626,299 Kocaeli 1,938,591

Source : TurkStat
* TurkStat forecasts

it
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Urban Renewal and Transformation Projects in Turkey:
A Brief History

AUrban  renewal and transformation projects,
officially started in Turkey after the enactment of Table 6: Urban Development Expenditures

Law No. 6306, the Renewal of Regions that Are -
Prone to Disaster Risks in 2012 . Under the scope of Urban Development Cost (USD billion)

this law, 6.5 million residences will be included in

the Urban Renewal and Development initiative . A Urban Regeneration 400
budget of USD 400 bilion was allocated for this -
initiative  with the private sector playing the largest Istanbul Finance Center 5
role .
Health Campuses 11
AcCurrently, there are a total of 19 million residences
in Turkey, and according to the Ministry of the Kanal Istanbul 30
Environment and Urbanization, 14 million
residences are prone to natural disasters . The Source: Unlu & Co .

Urban Renewal and Development Plan will take
action on these residences . Many projects have
been started after the enactment of the law.

AThe Ministry of the Environment and Urbanization
decided that urban transformation projects  will Investment Tip : Turkeyos ambitilo
start in the areas of the highest risk. The cities for urban renewal and development
most at risk are located on the seismic fault. The . iy
Ministry announced that since the cities of Istanbul, ) projects offer_ many opportunities for .
Koceli, Sakarya, Bursa and Izmir are on the investors, especially in the construction
seismic fault, major projects will begin in these and real estate sector
cities .
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There are
projects in progress in Istanbul.

AWith the enactment

are underway in Turkey, especially in Istanbul .

Zeytinburnu Sumer Project Maltepe 1 Urban Renewal in 4 Regions

Under the scope of th is project , 455 apartments and
29 offices in the Simer neighborhood were  delivered
to property owners.  According to the information

given by the municipality, 500 independent units will

be removed to initiate the second phase. The second
stage of the project is valued at TL 200 million.  The
municipality is planning to complete the whole project

in Zeytinburnu  in 20 years .

many m ajor urban renewal

of Law No. 6306 for the renewal of regions,

and development

many urban renewal and development projects

There are many 30 - to 40 -year old buildings in Maltepe.
Renewal and development projects are much needed

for certain neighborhoods . In the Esenkent
neighborhood, some homeowners have started

renewal projects on their own through contractors.

Renewal and development projects are approved for

the transformation of sl ums
and the Maltepe municipalities have signed a protocol

for the transformation of 90 ha. The Gilsuyu and

Glulensu neighborhoods are awaiting approval from 1BB

for the beginning of their renewal projects.

Ay a z a Praject Fener -Balat Project

wi t hin

URD projects continue
Village, and Kugik Sanayi, which includes places such
as Levent Oto Sanayi, Atatirk Oto Sanayi and so on.
As of today, 180 slum areas have been removed.
Geological /geotechnical research reports and ground
maps (for a building area of 13.08 km 2) were
approved by the Ministry of the Environment and
Urbanization (previously known as Ministry of Public
Works and Settlement). This area excludes military
areas and the forests in Sar éyer

KAuexdwal preject waAsypkarmedjfoa the area of 80,000
square meters and involving 534 buildings, that

include s an area between Fener Rum Church and
Ayvansaray. This was tendered in 2007 and approved.
The project will be undertaken on apartment for land
basis. Also, the number of registered cultural assets will
increase from 256 to 324 for the area. The project will
be completed in 2014.
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Kanal Istanbul and t wo new O wilstankis bwill

transform the r eal estate sector é
Kanal Istanbul Two New CCities 6WIll Be built in Istanbul
AUpcoming : Kanal Istanbul, a mega -project that will Aln accordance with T ur k e3083stargets, two new
make an artificial sea-level waterway between the ‘cities’ are being planned to be built in Istanbul . One
Black Sea and Sea of Marmara . is in Kemerburgaz, on the European side of Istanbul,
AKanal Istanbul will be 25 meters deep and 145 to and other in Tuzla, on the Anatolian side.

150 meters wide . AThe Anatolian part of the project will be in Tuzla,

AThe canal is planned to be around 45 km and is adjacent to Sabiha Gokcen International  Airport,

projected to be in service by the Turkish Republ i ¢ 6T§M’ the E'.5 highway —and a subway that wil
100t anniversary in the year 2023 . connect the city to the heart of Istanbul .

AThe projected cost of Kanal Istanbul is USD 10 AT_he European part of the Apro_Ject wil a!so mclu_de an
billion airport . | st anbunoewd sirport project will be

adjacent to this new settlement site.
AThe pr o] eaim dssto minimize sea traffic on the

Bosphorus . Moreover, the project will minimize the
risks associated with crude oil carrying tankers that
pass along this route .

AA port will be constructed near the site to increase
trading activities in the city and will increase the
area's economic value . Real estate projects and the
resulting demand for construction and construction

AThe capacity of the Bosphorus is currently 140 ships related businesses are expected to be lucrative and
per day. With Kanal Istanbul, this capacity will create more  opportunities than are presently
increase to 160 ships per day. available in Istanbul .

AThe Bosphorus is currently able to handle ships with AThese cities will have a capacity to handle a
260 dwt and with the completion of Kanal Istanbul population of 1 million, which is expected to reduce
it will be able to handle ships that are 300 dwt. This the population density in the city center of Istanbul
is expected to decrease the waiting cost of ships. as well as creating new investment and employment

opportunities
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é . awell ast he new airport project and the Yavuz
Sultan Selim Bridge

The 3rd Bosphorus (Yavuz Sultan Selim) Bridge The New Airport Project in Istanbul

AAs the part of the North Marmara highway, the AThe airport is a part of a larger urban development
bridge will be constructed by K- t R K aSanayi ve plan. A new settlement area will be built to the south
Ticaret A.k. T Astaldi Partnership Enterprise Group of the third airport which will cover about 42,000
with a total investment of USD 2.5 bilion. The hectares of land, of which 9,400 hectares will be
tender type was built -operate -transfer and the covered by the airport, and the rest will be home to
bridge will be operated by the partnership for 1-1.5 million people .

Elpp;(()))il;nately 10 years and is planned to completed AThe airport will be constructed by the Turkish joint
y ' venture  consortium  of Cengiz -Kolin -Limak -Mapa -

AThe bridge will be 59 meters wide and 320 meters Kalyon with a total bid of EUR 26 billion including
high . It will be the biggest suspension bridge, 1,408 value added tax for a 25-year lease starting from
meters, that has a railway network in the world . 2017 .

AApart from freight vehicles passing, the project will AThe airport is planned to be one of the largest
also provide extra railroad networks through the airports in the world, with a yearly capacity of 150
Bosphorus, therefore supporting the transportation million passengers .

g .IQOOdS throughout  the span of the Trans -Asian AThe airport will be constructed in 3 phases. The first
always . phase will have 2 independent parallel runways, 1

A After the Bosphorus Bridge was built in 1973 and the cross runway and 3 parallel taxiways . The second
Fatih Sultan Mehmet Bridge built in 1988, the third phase will be built on the T ay a k aYed@kdy front .
bridge  will highlight advanced technology and There will be 1 independent parallel runway, and 1
engineering . parallel taxiway . In the southern region of the

AThe bridge will have 8 lanes and 2 lanes of railway talrport, there will be 1 cross runway and 1 parallel
on the same level and wil be one of the few axway: .
examples with this technical and architectural AThe airport will be integrated into the North Marmara
design . Highway and the 3rd Bosphorus Bridge as well as

the high -speed railway .
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The North Marmara Highway and Marmaray  will boost
land value in Istanbul

North Marmara Highway

AThe North Marmara Highway is the largest BOT (built -operate -transfer) project in Turkey to date with 300
km of new highway and a bridge construction with an estimated cost of USD 4 billion

AA joint venture between the Turkish construction firm | - t and Italian construction group Astaldi was created
for the construction of the bridge .

AThe project is designed to reduce traffic and ease freight and passenger transportation time in Istanbul .
AThe project will help alleviate the transit cargo traffic passing through Istanbul

AThe North Marmara Highway will save USD 1.45 billion in energy consumption costs and USD 355 billion in
workforce expenditure by cutting time spent in traffic, thereby increasing efficiency .

ABy bypassing the city center of Istanbul, trucking companies will save considerable time and money .

Source: ww.3kopru.com

Marmaray Project

A This project is providing the non-stop transport of goods via railway from China to London .

AThe length of the tunnel is 13.5 km and the total length of the Marmaray is 76.6 km with an hourly capacity of
150,000 passengers .

AThe route connects to Istanbul's subways . It operates from Ha | k @i @nportant logistics village) to Gebze
from 5 stations .

AThe Marmaray Project started operating on 29 October 2013 .

AThe Japanese International Cooperation Agency (JICA), the Council of Europe Development Bank and the
European Investment Bank invested in this project .
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Major
expand

International highway proje
the sector

TRACECA

ATRACECA is an interstate program designed to
support political and economic development in the
Black Sea region, the Caucasus and Central Asia by
means of international transportation.

A The project was started in May 1993 and until 2012
the European Union financed 62 technical assistance
and 14 investment projects.

AThe map shows the highways and roads that have
been built under the scope of the project. The total
length of TRACECA roads is approximately 8,365
kilometers.

A 10 different ports connect TRACECA roads to Europe
and the Balkans with more than 11 maritime routes.

A Additionally, there are 12 airports in Turkey that
have connection to TRACECA.

@ Sea Ports

Airports

cts will further

International E -ways Network

A The E-ways network was started by AGR and UNECE after
World War Il. There are two main roads that interconnect
Turkey with Europe. They are E -80 from the Bulgarian
border and E -90 from the Greek border.

A Turkey provides connection to Asia and the Middle East
through its southern and eastern borders.

A The total length of E

-ways is 9,361 kilometers

-South

Trans -Europe North

Motorway (TEM )

ATEM is the oldest and most
transportation history. There are 15 members and 4
observer countries that are part of this project. Turkey
connects Europe to Asia and the Middle East with TEM
roads. The total length of TEM roads are 6,970 kilometers.

dev

Trans -Eurasia Highways (EATL)

A The EATL project plans to connect Pan  -Europe corridors
with the main regions of Asia.

ATurkeyds EATL roadway covers a
kilometers. Moreover, 208 kilometers leading to the
Filyos and ¢andarl e ports wil/

ource: The Intergovernmental ~ Commission (IGC) TRACECA
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The Galata and Halic ports and the Eurasia  Tunnel will
enhance Istanbul 0 fwub capacity

Eurasia Tunnel

AThe Eurasia Tunnel is a twin -deck tunnel project that will be built underneath the seabed of the Istanbul Strait,
the Bosphorus . This tunnel will be the sixth largest tunnel in the world . The motorway will be 14.6 km,
including the 5.4 km tunnel connecting the European and Asian side of T ur k efyanaal capital, Istanbul . 3.3
km of the tunnel will be below sea level.

AThe tender was made in 2009 and the construction is planned to be finished in 55 months . The total
investment in the project is USD 1.1 billion .

Alt is projected that the tunnel will be used by 120,000 cars going in both directions every day and will decrease
the standard 100 -minute travel time for the crossing to 15.

AThe construction of the tunnel will be done by a Turkish -Korean joint venture between A T A land the Eurasian
Tunnel Operation Construction and Investment . AT A kwon the build -operate -transfer tender and will be
responsible for design, construction and operation of the tunnel for approximately 26 years.

Galata Port Halic Port

AThe build -operate -transfer tender for the project was| |AThe build -operate -transfer tender was completed in
held in May, 2013 and won by the Do ] uGroup for July, 2013 and was won by Sembol -Ekopark Turizm -
USD 702 million . Fine Hotel OGG consortium for USD 1.34 billion .

AThe tender was for 100,000 sgm covering 1,200 kms AMore than TL 1 billion will be invested
of coastline on the Golden Horn (Halic) of the
Bosphorus in Istanbul . The Do ] uGroup is planning

to make an investment of USD 400 million to _ _

area of land compromising 2 marinas (with a 70
yacht capacity each), 2 hotels (of 500 rooms each),
a mosque, a car park and a shopping area.

in the project .
The construction is planned to be finished in less
than 3 years.

AThe aim is to make Istanbul a hub for cruise tourism .
Currently, Istanbul is 10th biggest cruise port in the
world with 500,000 passengers a year. It is projected
that the potential for the new port will serve 3 million
passengers and challenge Barcelona, the world's
leader .

Source: galataport.org
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And many other major infrastructure projects  will

contribute to the sector as well.
AAthree -l ane suspension bridge is being planned between Lapseki
region and would become the countryds | ongest bridge at 3,6
A The bridge willbe apart ofthe Canakkale -Teki r-K@afj-@laé¢ ékesir highway project.
AThe ¢anakkale Bridge will increase the prominence of Turkeyp
and traffic on Istanbul és bridges. I't will also facilitate

A Tekfen Holding has already begun designing the bridge after winning the design tender. The construction tender is
expected to be offered in 2015, after which work can begin. The exact location of the bridge has not yet been
decided.

Canakkale Bridge

o A The highway will reduce travel time between Istanbul and Izmir from six hours, 30 minutes to about three
€ hours when it is completed in 2017.
= A The USD 11 bilion mega -project will include the world's second -longest suspension bridge built over the Gulf of
| zmit.
2 ATheconsortium i consi sting of Turkish construction firms Nurol,6 -¥z
S based Astaldi T for this BOT project will transfer the highway to government control in roughly 22 years, which
o would include construction time.

A The airport will enable an easier transfer process to one of the major tourism destinations of Turkey.

A The airport willhave 1 runway that is 2,100 meters ,a 150x120 meterapronanda 200x 24 meter taxiway.
A 1t will ease transportation to tourism destinations and is projected to be commissioned in 2014 -2015.
= A The airport will be built in the northern districts of Izmir, in close proximity to tourism destinations and industrial
zones.
§ a8 A The airport will be the second airport in Izmir.
>
i_ I Altwill have 1 runway that is 3 ,000 x 45 meters, an apron of 240x 120 meters and a taxiway of 265 x 24
€ = meters.
N
2 AThe project i s i n ctheindestoheni prograiruancktre wifpart will be commissioned in 2014.
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Commercial loans for construction and real estate
exceeded TL 89 billion in total with an increase of 40%

from 2011 to 2013.

A Domestically obtained loans for the construction
last couple of years.

AFor instance, loans for the construction sector grew by 50% in 2012 compared to 2011 reaching TL 59 billion,
whereas real estate sector loans increased by 27% reaching TL 30 bilion during the same time .

and real estate sector have been increasing significantly in the

Figure 18: Overseas Loans in the Construction

Figure 17 : Commercial Loans in the
and Real Estate Sector

Construction and Real Estate Sector
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29 REITs have been accepted for trading on the BIST
and 3 REITs are waiting for permission.

AREIT (Real Estate Investment Trusts) exist in Turkey primarily under the administrative supervision of the CMB
(Capital Markets Board), a regulatory and supervisory agency .

AREIT practices started in Turkey in 1995 . REIT shares have been traded on the Istanbul Stock Exchange since
1997 .

AcCurrently there are 29 REITs that are quoted on Borsa Istanbul (BIST) and 3 REITs that are awaiting
permission to be traded .

The founders must be certified of
never having been subject to
legal prosecution for bankruptcy
or any other offence.

REITs are to be established in the
form of a joint s tock company
under the registered capital
system.

Initial capital may not be less than The stat ut e must be in

the spe cified amount, currently T REIT compliance with the provisions of
20,000,000 , which has been Establishment the law and the regulations of the
determined by the Board. CMB.

The commercial title must include
the phrase  "Real Estate
Investment Company".

100 % of paid -in capital is
required.
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market value of the 29 REITs traded

The increase of the
of the sector.

onthe BIST clearly shows the growth

Trust Index was approximately TL 21.5

AAs of November 2013, the market value of Real Estate Investment
The share of the above

billion and the market value of publicly -traded stock was approximately TL 8 billion .

sectors in the stock market accounted for 3.8% and 5.0% of the total, respectively .
Figure 19: Market Values of REITs in 2013
25 000 - —Market Value Real Estate Investment  Trusts in Turkey
- Market Value of the Publicly if :
20.000 Traded Share AKIS co
c15.000 - Kilerc v Q |
2 Atakule G.Y.0.
= i
|— ORTAKLIGI AS. GY O
o) o) Q A 2 *
,LQQ ,LQQ ,LQ\ ,LQ\ ,LQ\ 7/0{5
Source: Borsa Istanbul, GYODER, Bloomberg
*Asof Q32013 /:\
. EMLAK KONUT
Investment  Tip : The number  of REITs ‘ o] ALARKO |
increased from 13 with a market value of " DOGUS YO
USD 1.8 billion in 2009 to 29 with  a market @
value of USD 8.3 billion in 2013.
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