4v> HSBC
AV Global Research

Tarkiye 3Q 2023

Q3 2023 earnings preview

18 October 2023

Equities
Tarkiye

Tirkiye

¢ We present our Q3 2023 forecasts for Turkiye coverage

¢ We expect total non-bank profits to surge 60% y-o-y and 70%
g-0-q; private banks’ profits to rise 15% y-0-y and 23% g-0-q

+ We expect strong results from autos, aviation, food retailers,
and food & beverage; weak results from steel and petchems

Aggregate non-banks Q3 profits to grow 60% y-o-y and 70% g-o-g. The Q3
earnings season will kick off on 20 October (Arcelik will be the first of our coverage to
report) and finish on 9 November for non-banks and 20 November for banks.

For non-banks, we expect elevated FX rates post the sharp TRY devaluation in June
and the upturn in inflation from July onwards to impact Q3 performances, as high FX
rates and inflation-linked pricing (of goods and services) support the profits of
particularly exporters and FX-linked businesses. Our estimates point to a y-o-y surge
of 52% in aggregate revenues, 70% in EBITDA and 60% in profits. On a g-o-q basis,
we expect increases of 36% in revenues, 55% in EBITDA and 70% in profits.

For private banks, we expect upwards repricing of CPI linkers, still high trading gains
and low CoR to keep earnings resilient. TRY lending spreads should improve visibly,
but another quarter is likely needed for them to turn positive. We expect YKB to stand
out with 63% g-o-q profit growth on CPI linker adjustments and better loan/deposit
yield progression than peers. Vakifbank should also show a decent recovery in
earnings from a very depressed base, paving the way for a substantially stronger Q4.

Where we expect relatively stronger results:
¢ Autos (Dogus, Ford, Turk Traktor, Tofas) — improved output, strong demand
and pricing and FX (for exporters) should support earnings across the board.

¢ Aviation (Pegasus, Turkish Airlines, TAV) — strong FX exposure and healthy
international traffic in the peak tourism season should support aviation sector results.

¢ Food & Apparel retailers, Food & Beverage (Bim, Sok, Migros, Mavi, Efes,
CCl, Ulker) — earnings supported on solid revenue growth (high food inflation)
and good cost control. F&B producers appear resilient on good Turkiye growth,
well supported by healthy international businesses. Mavi continues to enjoy good
volumes with rising market share despite reflecting cost push to prices.

Where we expect relatively weaker y-o0-y results:
¢ Steel (Erdemir, Kardemir) — EBITDA/t remains weaker y-0-y and g-o-q with
lower steel prices even though volumes should recover from 1H lows.

¢ Petchems (Petkim) — we expect earnings to decline sequentially on the back of
margin squeeze. Petkim’s product prices have remained broadly flat sequentially
while feedstock naphtha prices have increased in 3Q23. The chemicals market is
oversupplied due to new plants start-ups and weak demand.
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3Q23 results preview — Non-banks (TRYm)

Revenues EBITDA Net profit
Company Name 3Q23e 3Q22 y-o-ychg 2Q23 g-0-qchg 3Q23e 3Q22 y-o-ychg 2Q23 g-0-q chg 3Q23e 3Q22 y-o-ychg 2Q23 g-0-qchg
Anadolu Efes 50,538 29,767 70% 37,899 33% 11,546 6,716 72% 8,449 37% 3434 2,082 65% 2,872 20%
Arcelik 58,123 34,255 70% 46,948 24% 6,257 2,932 113% 5,047 24% 1,160 336 245% 492 136%
Aselsan 13,373 6,887 94% 9,770 37% 3,196 1,402 128% 2,487 29% 3,134 1,956 60% 3,146 0%
AgeSA - - - - - - - - - - 402 282 42% 687 -42%
BIM 73,847 41,026 80% 57,878 28% 5,465 2,865 91% 4,292 27% 2,888 1,775 63% 2,845 2%
Coca-Cola Icecek 32,469 17,413 86% 23,273 40% 7,096 3,742 90% 5,080 40% 3,609 1,819 98% 2,388 51%
Dogus Otomotiv 36,553 11,858 208% 27,142 35% 7,122 2,378 199% 5,750 24% 5,334 2,698 98% 5,135 4%
Enerjisa 31,710 24,324 30% 29,476 8% 5,919 3,786 56% 6,173 -4% 1,661 2,300 -28% 2,225 -25%
Enka Insaat 21,277 20,198 5% 14,891 43% 4,077 4,567 -11% 3,688 1% 4,236 1,873 126% 2,458 72%
Erdemir 42,448 36,723 16% 37,346 14% 6,403 3,823 67% 5,365 19% (1,500) 2,565 n.m. -3,999 n.m.
Ford Otosan 85,295 50,127 70% 73,553 16% 10,082 4,853 108% 8,449 19% 9,432 3,816 147% 6,727 40%
Hepsiburada 6,811 3,206 112% 5,746 19% 181 -451 n.m. 374 -52% 105 -416 n.m. 981 -89%
Koc Holding - - - - - - - - - - 36,184 19,860 75% 20,600 69%
Kardemir 9,980 6,828 46% 7,889 26% 1,765 442 299% 1,554 14% 50 103 -51% 558 91%
Mavi* 5,763 3,202 80% 4,468 29% 1,377 749 84% 949 45% 716 448 60% 644 11%
Medical Park 3,976 2,476 61% 3,693 8% 938 590 59% 896 5% 348 462 -25% 687 -49%
Migros 41,675 21,819 91% 32,951 26% 3,001 2,037 47% 2,183 37% 1,275 807 n.m. 1,500 -15%
Petkim 12,813 14,201 -10% 10,612 21% (470) 687 n.m. 53 n.m. (81) 1,496 n.m. 134 n.m.
Pegasus 28,042 17,840 57% 15,109 86% 11,828 8,198 44% 4,840 144% 7,061 4,838 46% 1,925 267%
Sabanci Holding - - - - - - - - - - 13,130 10,873 21% 13,313 -1%
Sisecam Holding 36,005 26,047 38% 30,069 20% 6,211 5,731 8% 5,245 18% 4,086 4,801 -15% 5,705 -28%
Sok 30,434 17,098 83% 24,615 27% 2,297 1,308 83% 1,722 39% 1,000 1,195 -16% 892 13%
TAV Airports 12,132 5,925 105% 6,926 75% 4,852 2,398 102% 2,308 110% 4,533 1,574 188% 38 n.m.
Turkish Airlines 168,606 108,537 55% 107,633 57% 59,872 36,006 66% 29,516 103% 41,070 27,118 51% 13,754 199%
Tekfen Holding 9,477 8,223 15% 8,811 8% 763 705 8% 808 6% 493 736 -33% 496 1%
Tofas 26,623 16,022 66% 23,366 14% 4,526 2,682 69% 4,367 4% 4,851 2,059 136% 4,939 2%
Turk Traktor 12,215 5,736 113% 10,805 13% 3,012 920 227% 2,692 12% 2,504 653 283% 2,181 15%
Tupras 181,689 150,609 21% 104,405 74% 30,904 17,812 74% 15,204 103% 21,674 11,554 88% 7,217 200%
Turkiye Sigorta - - - - - - - - - - 2,100 203 n.m. 2,333 -10%
Ulker Biskuvi 11,820 7,302 62% 9,630 23% 2,340 1,254 87% 2,000 17% 495 217 n.m. 50 n.m.
Total 1,043,693 687,647 52% 764,904 36% 200,561 118,134 70% 129,491 55% 175,384 109,649 60% 102,923 70%

Source: Company data, HSBC estimates; *3Q23 ending October 2023 and so on
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3Q23 results preview — Banks (TRYm)

NIl Provisions Net profit
Bank Name 3Q23e 3Q22  y-o0-ychg 2023  g-o-qchg 3Q23e 3Q22 chg(%) 2Q23 chg(%) 3Q23e 3Q22 chg(%) 2Q23 chg(%)
Akbank 23,800 19,507 22% 10,634 124% 2,182 794 175% 2,152 1% 19,502 17,066 14% 20,302 -4%
Garanti Bank 18,971 23,148 -18% 15,677 21% 1,876 2,709 -31% 1,159 62% 18,394 17,511 5% 18,470 0%
Isbank 12,490 17,640 -29% 14,039 -11% 407 3,027 -87% 3,834 -89% 18,445 15,038 23% 18,595 -1%
Yapi Kredi 24,649 20,569 20% 9,185 168% 777 1,330 -42% 567 37% 18,664 16,135 16% 11,476 63%
Halkbank 5,000 21,781 -17% 3,689 36% 300 13,892 -98% -1,297 n.m. 2,940 4,304 -32% 699 321%
Vakifbank 14,048 14,667 -4% 1,313 n.m. 5,696 6,856 -17% 3,420 67% 8,734 5,592 56% 1,007 n.m.
Total 98,958 117,312 -16% 54,536 81% 11,237 28,608 -61% 9,835 14% 86,678 75,646 15% 70,548 23%
Private Banks 79,909 80,864 1% 49,534 61% 5,241 7,860 -33% 7,712 -32% 75,004 65,750 14% 68,843 9%
Source: Company data, HSBC estimates
HSBC Tirkiye coverage universe
Company name RIC Latest price* Rating Company name RIC Latest price* Rating
AgeSA AGESA 62.55 Hold Mavi MAVI 101.30 Buy
Akbank AKBNK 31.64 Buy Migros MGROS 365.60 Buy
Anadolu Efes AEFES 102.40 Buy MLP Saglik MPARK 143.50 Buy
Arcelik ARCLK 160.00 Hold Pegasus PGSUS 726.00 Buy
Aselsan ASELS 40.50 Hold Petkim PETKM 22.44 Reduce
BIM BIMAS 319.70 Buy Sabanci Holding SAHOL 56.50 Buy
Coca-Cola Icecek CCOLA 353.80 Buy Sisecam SISE 51.80 Hold
Dogus Otomotiv DOAS 251.90 Buy Sok Marketler SOKM 62.55 Buy
Enerjisa Enerji ENJSA 52.50 Hold TAV TAVHL 124.00 Buy
Enka Insaat ENKAI 32.34 Hold Tekfen Holding TKFEN 49.68 Hold
Erdemir EREGL 40.76 Hold Tofas TOASO 266.50 Buy
Ford Otosan FROTO 878.10 Hold Tupras TUPRS 140.50 Reduce
Garanti GARAN 48.34 Hold Turk Traktor TTRAK 865.40 Hold
Halkbank HALKB 14.12 Reduce Turkish Airlines THYAO 223.00 Buy
Hepsiburada* HEPS 1.19 Buy Turkiye Sigorta TURSG 40.20 Buy
Is Bankasi ISCTR 23.36 Buy Ulker ULKER 80.00 Buy
Kardemir KRDMD 28.00 Buy Vakifbank VAKBN 16.49 Buy
Koc Holding KCHOL 145.20 Buy Yapi Kredi YKBNK 18.69 Buy

*Prices in TRY as of close of 16 Oct 2023 ** Price in USD
Source: HSBC research, Refinitiv Datastream
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Equities: Stock ratings and basis for financial analysis

HSBC and its affiliates, including the issuer of this report (“‘HSBC”) believes an investor's decision to buy or sell a stock should
depend on individual circumstances such as the investor's existing holdings, risk tolerance and other considerations and that
investors utilise various disciplines and investment horizons when making investment decisions. Ratings should not be used or
relied on in isolation as investment advice. Different securities firms use a variety of ratings terms as well as different rating
systems to describe their recommendations and therefore investors should carefully read the definitions of the ratings used in
each research report. Further, investors should carefully read the entire research report and not infer its contents from the rating
because research reports contain more complete information concerning the analysts' views and the basis for the rating.

From 23rd March 2015 HSBC has assigned ratings on the following basis:

The target price is based on the analyst’s assessment of the stock’s actual current value, although we expect it to take six to 12
months for the market price to reflect this. When the target price is more than 20% above the current share price, the stock will
be classified as a Buy; when it is between 5% and 20% above the current share price, the stock may be classified as a Buy or a
Hold; when it is between 5% below and 5% above the current share price, the stock will be classified as a Hold; when it is between
5% and 20% below the current share price, the stock may be classified as a Hold or a Reduce; and when it is more than 20%
below the current share price, the stock will be classified as a Reduce.

Our ratings are re-calibrated against these bands at the time of any 'material change' (initiation or resumption of coverage, change
in target price or estimates).

Upside/Downside is the percentage difference between the target price and the share price.

Prior to this date, HSBC’s rating structure was applied on the following basis:

For each stock we set a required rate of return calculated from the cost of equity for that stock’s domestic or, as appropriate,
regional market established by our strategy team. The target price for a stock represented the value the analyst expected the
stock to reach over our performance horizon. The performance horizon was 12 months. For a stock to be classified as Overweight,
the potential return, which equals the percentage difference between the current share price and the target price, including the
forecast dividend yield when indicated, had to exceed the required return by at least 5 percentage points over the succeeding 12
months (or 10 percentage points for a stock classified as Volatile*). For a stock to be classified as Underweight, the stock was
expected to underperform its required return by at least 5 percentage points over the succeeding 12 months (or 10 percentage
points for a stock classified as Volatile*). Stocks between these bands were classified as Neutral.

*A stock was classified as volatile if its historical volatility had exceeded 40%, if the stock had been listed for less than 12 months
(unless it was in an industry or sector where volatility is low) or if the analyst expected significant volatility. However, stocks which
we did not consider volatile may in fact also have behaved in such a way. Historical volatility was defined as the past month's
average of the daily 365-day moving average volatilities. In order to avoid misleadingly frequent changes in rating, however,
volatility had to move 2.5 percentage points past the 40% benchmark in either direction for a stock's status to change.
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Rating distribution for long-term investment opportunities

As of 30 September 2023, the distribution of all independent ratings published by HSBC is as follows:

Buy 58% (14% of these provided with Investment Banking Services in the past 12 months)
Hold 36% (14% of these provided with Investment Banking Services in the past 12 months)
Sell 7% (11% of these provided with Investment Banking Services in the past 12 months)

For the purposes of the distribution above the following mapping structure is used during the transition from the previous to current
rating models: under our previous model, Overweight = Buy, Neutral = Hold and Underweight = Sell; under our current model Buy
= Buy, Hold = Hold and Reduce = Sell. For rating definitions under both models, please see “Stock ratings and basis for financial
analysis” above.

For the distribution of non-independent ratings published by HSBC, please see the disclosure page available at
http://www.hsbcnet.com/gbm/financial-regulation/investment-recommendations-disclosures.

To view a list of all the independent fundamental ratings disseminated by HSBC during the preceding 12-month period, please
use the following links to access the disclosure page:

Clients of HSBC Private Banking: www.research.privatebank.hsbc.com/Disclosures

All other clients: www.research.hsbc.com/A/Disclosures

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments, both equity and debt
(including derivatives) of companies covered in HSBC Research on a principal or agency basis or act as a market maker or
liquidity provider in the securities/instruments mentioned in this report.

Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment banking,
sales & trading, and principal trading revenues.

Whether, or in what time frame, an update of this analysis will be published is not determined in advance.

Non-U.S. analysts may not be associated persons of HSBC Securities (USA) Inc, and therefore may not be subject to FINRA
Rule 2241 or FINRA Rule 2242 restrictions on communications with the subject company, public appearances and trading
securities held by the analysts.

Economic sanctions laws imposed by certain jurisdictions such as the US, the EU, the UK, and others, may prohibit persons
subject to those laws from making certain types of investments, including by transacting or dealing in securities of particular
issuers, sectors, or regions. This report does not constitute advice in relation to any such laws and should not be construed as an
inducement to transact in securities in breach of such laws.

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that company
available at www.hsbcnet.com/research. HSBC Private Banking clients should contact their Relationship Manager for queries
regarding other research reports. In order to find out more about the proprietary models used to produce this report, please contact
the authoring analyst.

Additional disclosures
1  This report is dated as at 18 October 2023.

2 All market data included in this report are dated as at close 16 October 2023, unless a different date and/or a specific time
of day is indicated in the report.

3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of
Research operate and have a management reporting line independent of HSBC's Investment Banking business.
Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses
to ensure that any confidential and/or price sensitive information is handled in an appropriate manner.

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest
payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the
price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument,
and/or (iii) measuring the performance of a financial instrument or of an investment fund.
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