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Treading a Thin Line

Global: The “Goldilocks” period is set to end. We see a higher-than-usual probability

of the global economy losing significant momentum, with the EU and US tipping ino [ |

recession in 2024. While the current investment landscape remains of the “Goldilocks” = Net Foreign Inflow Policy Rate - right

variety, we think the upside is limited globally for risky assets given already high multiples, | % / 0%
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more in 2024. The EU and the US are likely to enter a hard or shallow recession. We 10%
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consider the former to be more likely. Global risk assets, especially US equities that have | , . 0%
been on the rise since Nov'23, could peak in January and decline significantly in 1H24. YEBIAARARRLRINIINNANINQRY
We think the risk-reward for emerging markets is more favorable than developed 823882385238523858523882388

counterparts. We favor precious metals, especially gold, among our favorite asset classes, L ing CDS F Bank
as peak Fed hawkishness is now behind us, and real rates should continue to decline, izl SVIBTL AR

16,000 1,000

historically a bullish setup for gold. For commodities, we expect the anticipated recession 1e000 BT pdusuial s00
to weigh down on demand, although Copper could deviate positively, especially in 2H24. 12000 CDS - right o
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Tirkiye: We have a cautiously positive outlook for the BIST. The BIST yielded a 36%
return in TL terms but a 14% loss in USD terms in 2023. The key macro factor set to
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determine its outlook in 2024 is the effectiveness and duration of the new economic team’s 4,000 zzz
disinflation process. Once the lagged effects of the interest rate hikes and tighter financial 2,000 100
conditions on economic activity surface more clearly, the CBRT’s stance will be decisive. ‘smeossssSssaNNNggn
In our base case, we assume the CBRT will continue its policy normalization and data- §EF3EZS 5583558255888

driven stance before and after the municipal elections in Mar'24. Such behavior would :
o - L . . A Tough Outlook for Companies
attract foreign investors, probably to bonds initially and later stocks, in line with growing

USD terms based on our year-end inflation assumption of 40% and USD/TL (eop) of 42.

confidence in the sustainability of fixing macro imbalances and improving FX reserves. |6 B ﬁ}ﬁ;glvf:if;ﬁ:""r:‘;m 50
Additionally, with its highly rate-sensitive economy and foreign funding needs, we foresee | 5 40
Turkiye ranking among the prime beneficiaries of the FED’s rate cut initiation in 2024. Any | 4 //\—’—a/\\/“\\ 20
positive outcome from EU Custom Union talks would also be supportive, at least |3
sentiment-wise. Accordingly, while we are uncomfortable with companies’ weak near-term | 2 20
earnings and cash flow outlook due to the rising cost of funding and weaker demand both | 1 10
at home and abroad, we remain cautiously positive for the BIST at current levels. Our | o T T T e T oo O
bottom-up 12M index target at ~11.5K offers 43% upside in TL terms and roughly flat in SRR R IR B
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Key Stock Preferences

Model Portfolio:

What we like? We broadly preserve our defensive stance and still prioritize those stocks
well-equipped for high inflation (e.g., pricing power, high gross margin), capable of

preserving their cash stream in a high-interest rate environment (e.g., low indebtedness, = AKBNK
low NWC needs), and with the potential to capture higher foreign interest based upon « TSKB
size and liquidity. Our Model Portfolio comprises AKBNK, TSKB, BIMAS, THYAO, SOKM, =  BIMAS
AGHOL, AKGRT, AKSEN (new), MAVI (new) ve TTKOM (new). We are overweight on Banks = THYAO
given their higher sensitivity to Turkiye’s declining risk premiums and potential to catch up =  SOKM
with the Industrials after years of underperformance. = AGHOL
Main Risks: Any failure in capturing foreign inflow, early initiation of rate cuts, inertia in " AKGRT
inflation expectations, low accumulation of FX reserves, lackluster earnings, and margin Add:tlorASK'SEN
outlook on weaker economic activity, including exports. . MAVI
The hot topic. Inflation accounting (IAS 29) Don’t worry, just accept it. IAS29 = TTKOM
adjustment is ultimately an accounting restatement aimed at reducing the adverse impact | Deletions:

of hyperinflation on historical accounting numbers, unlike Tax-code-based inflation = CCOLA

adjustment, which would directly impact tax payables. Neither model yields a perfect
solution, but at least represents a useful effort to allow better assessment of a company’s
future value drivers based on key accounting-based metrics (e.g., gross margin, ‘ROE —
COF’ or ‘ROIC —WACC’ spread). Post-IAS 29, we foresee the most pronounced changes
in the financials of those names whose accounting-based margins and returns have hit
historical highs over the past couple of years.
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Global Outlook

No return to the era of easy money any time soon.

While central banks are very likely to cut interest rates this year, it is unlikely that we will witness
a return to zero interest rate policies or quantitative easing any time soon.

Global growth remained resilient while there have been improvements in inflation in 2023. The
global economy’s resilience was partly due to a self-reinforcing dynamic between strong
consumer spending and tight labor markets.

Monetary policy works with long and variable lags. The lags have been longer and more variable
in this cycle partly due to the terming out of debt. We expect global growth in 2024 to be slower
than in 2023. We continue to expect the rapid hiking that central banks have administered,
coupled with less help from the fiscal side and looser labor markets, will apply the brakes to
economic growth. Developed market economies, in particular, are likely to display slower growth,
with the EU and US likely to see recessions.

Graph 1: Global Interest Rates (%) Graph 2: Manufacturing PMI - TR & US & EU
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Goldilocks perception set to fade

Goods inflation has declined materially, while the decline in services inflation has been more
limited and remains sticky. This could lead to fewer interest rate cuts than the market expects.
We think the expected slowdown will allow core and services inflation to decline. If not, central
banks will be faced with a difficult choice of whether to cut despite high core and services inflation
or maintain tight policies for longer.

The current investment landscape remains in the “Goldilocks” zone. Our view is that the
investment regime will turn to a recession in 2024.

In our view, the probability of a recession is higher than usual, while a soft landing cannot be ruled
out. To the extent that a soft landing can be achieved, rate cuts will likely be delayed. Our
expected recession in the Euro Zone will likely lead to ECB cuts at around the same time as the
FED. Among central banks, the Bank of Japan has followed a different strategy, maintaining
negative policy rates even as inflation has risen. One of 2024’s questions will be whether the BOJ
will exit from Yield Curve Control. The Yen is likely to be one of the better performers among G7
countries.
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A deep or a shallow recession?
If we see a recession, it will matter whether it is a deep (hard landing) or shallow one. The former
would see risk-off in markets with volatility and spreads widening and the potential for major credit
events as long periods of easy money tend to breed complacency and capital misallocation. A
hard landing would provide a very challenging environment for risk assets, including emerging
markets, especially if it leads to credit events.
A shallower recession without major credit events is not necessarily bad for emerging markets as
potentially wider spreads could be compensated by overall lower developed market yields.
We believe a hard landing has a higher probability of occurrence than a shallow one.
Graph 3: Global Real GDP Growth Graph 4: CDS's for EM’s
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Limited upside for risky assets

Given the starting levels, we do not view developed market equities as attractive in general,
although some selective exposure might make sense. It seems to be the consensus view that a
recession will be avoided, while equity multiples and EPS growth projections appear high, credit
spreads are tight, and volatility is low. Thus, even in a soft landing scenario, we consider the
upside to be limited for risky assets. Sentiment and positioning data suggest a near-term pullback.
But as long as we remain in the Goldilocks zone, the dips will likely be bought. However, as we
will likely move into a recession, global risk assets, especially US equities, could top in January
and decline significantly in 1H. In a 1H recession trade scenario, the USD is likely to rally, which
has bearish implications for the EURUSD. However, in 2H, we could see the USD top out and
decline after that, which would be bullish for risk assets and especially EMs.

Emerging markets generally have weathered the rise in interest rates with some success and
have avoided funding pressures. As long as a hard landing can be avoided, we think the risk-
reward for emerging markets, including Turkiye, is more favorable than that for developed
markets, especially given valuations and positioning. However, China remains the wild card,
where government efforts have not seen much success. However, from a contrarian perspective,
China may stage a comeback in 2024.
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Bullish set up for “Gold”

For commodities, we think the anticipated recession will weigh down on demand but that the
supply-side dynamic will differ between various commaodities. Thus, while we are not positive on
commodities, but there could be some selective exposure, especially among those with favorable
structural dynamics like copper, especially in 2H .

We continue to see precious metals, especially gold, among our favorite asset classes. And with

peak Fed hawkishness behind us, real rates should continue to decline, which is historically a
bullish setup for gold.

Graph 5: Gold / USD Graph 6: Silver / USD
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Graph 7: Bloomberg Commodity Index ‘Graph 8: Brent Oil / USD
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Turkiye Macro Outlook
Growth: Wait for a slowdown

The economic outlook, including growth, is highly uncertain, but we look for a slowdown in
economic activity in 2024. While our forecast is for 3% - 4% real GDP growth, we think risks are
very much on the downside. According to the latest available data, the Turkish economy grew by
5.9% yoy in 3Q23, but on a quarterly basis, growth slowed down markedly to 0.3% g/q. We expect
the lagged effects of the interest rate hikes and tighter financial conditions, including weaker credit
growth, to pressure domestic demand and receive only meager help from net exports. On the
other hand, higher fiscal spending and a strong labor market should weigh positively on growth.
We do not expect a recession in 2024.

The production side appears weaker than the demand side. On the one hand, industrial
production continues to slow down, having registered its fifth monthly decline, while
manufacturing PMI has been below the 50 mark for months now.

On the other hand, consumption goods imports were up by around 28% in December, retail sales
were again up in November, and consumer confidence has risen since August. BloombergHT’s
consumption tendency reached its highest level since July 2020 and consumer confidence has
been rising since August. Meanwhile, service sector SAMEKS index rose by 1.4% m/m and
reached 52.8, its highest level in six months. Also a resilient service sector and high and sticky
services inflation suggests that the expected slow down in domestic demand has not arrived yet.

The risk we see is for domestic demand not to slow as much as anticipated. Policymakers have
repeatedly stated that slowing domestic demand is a priority for disinflation and narrowing the
current account deficit. Policymakers must tread a fine line between applying the breaks too hard
and letting domestic demand remain resilient.

Inflation: Negative surprises are more likely than positive ones

We expect annual inflation to fall sharply in the second half of 2024, after reaching around 70%
in May, mainly due to base effects, and to see CPI inflation of around 40% by year-end. However,
we think risks are on the upside. (40-45%)

CPl increased by 2.93% m/m and in 64.77% y/y in Dec’23 while PPI increased by 1.14% m/m to
44.22% yly All core indices rose on a yearly basis in the month. Core index C (excluding energy,
food and non-alcoholic beverages, alcoholic beverages, tobacco and gold) increased by 2.31%
m/m and 70.64% y/y. The other core indicators, CPI A, CPI B, CPI D, CPI E and CPI F Index
increased to 65.68%, 68.02%, 61.2%, 64.53% and 70.12% y/y respectively.

Services inflation has risen from 89.7% y/y in November to 90.66% y/y in December (Rents
increased by 108.58% y/y). Services inflation was 55.5% y/y at the end of 2022. The path of
services inflation through the year ahead is a crucial question.

We believe that services inflation seems demand driven and especially high and sticky services
inflation suggest that the risk of higher than expected inflation is material. Our view is that the
restrictive central bank policies now in place, coupled with an expected stepdown in spending,
will allow services inflation to gradually cool. If services does not cool down the central bank will
be faced with the unpleasant prospect of maintaining tight policies for longer than expected.
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‘Graph 10: Industrial Production & Manufacturing PMI

|Graph 9: Annual Real GDP Growth
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‘Graph 12: Consumer Confidence & Retail Sales Index

‘Graph 11: Share of Domestic Consumption in GDP
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‘Graph 14: 12M Median CPI Inflation Expectations

|Graph 13: CPI, Service and CPI Inflation
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Balance of Payments: No longer the major source of macro concerns

The 12-month rolling current account deficit narrowed from USD50.9bn in October to USD49.6
bn in November. The figure was USD 49.1bn at year end 2022. So there has been a slight
improvement in recent months. The “core” current account surplus, excluding gold and energy,
has declined from USD 50.4 bn at year end 2022 to USD 32bn in December 2023, suggesting
that the anticipated rebalancing has not yet fully begun. We expect the current account deficit to
remain at around 3.3% of GDP in 2024.

On the financing side, capital inflows have picked up after the change in the economic
management team, leading to a buildup of gross and net FX reserves.

We foresee no external financing problems in 2024.
Budget: Initially loose, but tighter later

The central government budget deficit has been much lower than expected in November at TL532
bn, compared to the year-end projection of TL1.6 trillion. In January-November, central
government budget revenues were up by 83% yoy, mainly on the back of an 89.6% yoy increase
in tax revenues. In January-November, budget expenditures were up 102.2% yoy. Non-interest
expenditures have risen in this period by 100.5% yoy, mainly due to a 117% yoy increase in
personnel expenditures and a 104% yoy rise in current transfers.

Thus, the budget deficit widened to TL 532bn in January-November 2023 vs. TL20bn in the same
period of the previous year. The primary surplus declined by 63% yoy in January-November 2023
to TL99.8bn. As for 2024, the Medium Term Program sees the central government budget deficit
at 6.4% of GDP. Our forecast is also for a wide deficit, but we think the risks point to a lower one.

Policy Rate: All about data-driven steps.

At its December MPC meeting, the CBRT maintained its hawkish bias and signaled another
potential rate hike in January before the likely end of the cycle. We think the CBRT will deliver
another final 250bps rate hike, and we see the terminal rate in this cycle at 45.0%.

According to the CBRT survey, annual inflation expectations for CPI have declined to 41% and
25% for 12 and 24 months ahead. Beyond the final hike in January, we expect a “higher for longer”
stance, thus a prolonged period of unchanged rates. If inflation falls more than expected, there
would be room for policy rate cuts in 1H24. However, as discussed above, we see risks being on
the upside, and therefore, we do not expect the CBRT to ease before 4Q 2024.

One key question is how risk-averse the central bank will likely be as inflation falls in 2H. The
challenge in a soft-landing scenario and with ambitious 2025-2026 inflation projections is that it
will be less clear when inflationary pressures have been sufficiently extinguished. The upshot is
that central banks may need to hold the terminal rate higher for longer.

Markets will monitor developments on Trkiye’s approval of Swedish accession to NATO and US
approval of the F-16 sale to Turkiye—also in the spotlight are relations with the EU, and especially
the chances of a new Customs Union with the Bloc. We expect potentially market-friendly moves
on that front to augment greater foreign inflow expectations and support the Index.
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Graph 15: Current Balance / GDP (%)
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Graph 16: External Trade Balance / GDP (%)
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Graph 17: Budget Balance / GDP (%)
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‘Graph 18: Tax Revenues / General Government Budget (%)
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Graph 19: CBRT Reserves (bn USD)
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BIST Outlook
What is left from 2023 to 20247

At the beginning of 2023, we were anticipating a year of two distinct halves for the BIST, namely
before and after the May’23 presidential/general elections, and forecasting ~40% upside based
on our bottom-up index target. Meanwhile, the devastating earthquake on Feb’23 was a huge
negative, as well as a national tragedy, the consequences of which will continue to be feltin 2024.
And yet the market moved broadly in parallel with our initial expectations, albeit with differences
in the details. The BIST-100 gained 36% for the full year while 30% in 2H23 alone. In USD terms,

the index was down 24% in 1H23 and lower at 14% for full year 2023 thanks to a/an 14% increase
in 2H23.

Graph 21: Event Map for BIST100 - 2023
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The core reason behind the two different halves was the enormous pivot from pre-election macro
policies to orthodox ones in the post-election era, marked by a/an 340pp rise in the CBRT
benchmark rate, allowing for a/an ¢.250 reduction in CDS and accompanied by a/an USD4.6bn
cumulative foreign inflow. Relatively more favorable global risk appetite, marked by a downtrend
in emerging markets’ CDS spreads, further augmented by the revival of a positive mood, or at
least ended the ultra-bearish one.
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Graph 22: BIST Foreign Share (%) and BIST100 in USD Graph 23: Net Foreign Inflow - Weekly (mn USD)
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The BIST'’s trailing and forward P/Es of 4.8x and 5.5x at the beginning of the year, which fell to
4.6x and 4.9x by mid-year, eventually closed the year at 4.9x and 3.8x, respectively. The
breakdown of the P/E change suggests that -4% of the change in the post-election era is
attributable to 67% change in earnings revision, while stems from a/an 59% change in price.

In the same period, MSCI Turkiye’s 57% discount to its emerging peers as of end-2022 increased
to 61% by end-2023.

Graph 24: XU100 - 4Q Forward P/E Graph 25: CDS's
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Last but not least, 2023 was a year to be remembered for IPO mania as a total of 54 companies
went public, raising capital of TL76bn and playing a lead role in the 3.9 mn increase in number of
retail investors. The post-IPO share performances were hard to believe at the time when investors
were seeking real-returns. Yet, as we approach the year-end and negative real rates are set to

move gradually to positive territory, neither the demand nor the latest IPOs’ share performances
were maintained, and the IPO mania has broadly weaken.
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Graph 26: Number of IPOs and IPO Size by Years Graph 27: Number of Investors and Portfolio Size
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What’s our BIST outlook for 20247

We believe the aferomentioned discrepancy between the two halves of 2023 regarding macro
policies and corresponding market performances will likely be withessed in 2024 in a similar order
(i.e., firstly sluggish, then lately positive). The prime determinant of the index will be the extent of
foreign investor interest in the BIST and how quickly it could recoup the losses of the past four
years which would ultimately depend on the effectiveness of the new economic team’s shift
towards a more conventional policy framework aimed at disinflation, in our view. Thus, It will be

vital to observe their stance's evolution once the cost of the trade-off between growth and inflation
surfaces more going forward.
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‘Table: Investor Calendar — 2024

Central Bank of Tiirkiye (CBRT) 25 22 21 25 23 27 25 22 19 17 21 26
Rating Agencies 2= 8 - Fitch 3-S&P L , 6 - Fitch 1-S&P
Moody's Moody's
MSCI Index Changes 12 14 12 7
o 31 - Local April & May - Indian General 5-U.S. General
olitics elections in Turkey Elections Election
Source: YKY Research

Graph 30: EM Countries Comparision — TR, BR, PL & SA Graph 31: MSCI Scores (2019 =100)
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The chronology of recent CBRT rate hikes and the Bank’s subsequent communications suggest
that the Bank is clearly decisive on monetary tightening to anchor inflation expectations. It would
not shy from additional rate hikes if the data necessitates them. In fact, the Monetary Board’s
November decision, which surprised the market with an above-consensus hike, hinted at the

mindset of the new macro team, which, in our view, is seeking to move ahead of the market to
augment its credibility.

The CBRT’s persistent stance and determination have multiple and mostly competing
consequences for BIST valuation.

On the one hand, sticking to the disinflation process at almost any cost is clearly
improving local and foreign investor sentiment, promising rating upgrades and eventually
offering lower risk premiums, all of which support share prices.

Yet, on the other hand, this scenario risks weaker economic activity, lower growth prints,
and a high cost of funding for companies, thus negatively impacting their cash flows and
valuations. Moreover, the monetary policy steps to combat dollarization prompt higher TL

deposit rates whereby the BIST is no longer the single asset class offering real returns,
unlike over the past couple of years.
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Graph 32: Tiurkiye - Credit Ratings Score Graph 33: Manufacturing PMI
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In our base case scenario, we assume that policy normalization will continue before and after the
municipal elections in Mar'24. This scenario would attract foreign investors, likely at first to bonds
and later to stocks, in line with growing conviction towards the sustainability of corrected macro
imbalances and improved FX reserves. Additionally,

- We expect ratings agencies’ recent upgrades of Tlrkiye’s outlook to be followed by actual
rating upgrades in 2024, which would further augment sentiment.

- We foresee the Fed’s initiation of rate cuts in 2024, which should trigger a downtrend in
both DXY and global yields, thus prompting greater interest in emerging markets. We
expect Turkiye to be positively impacted by such a trend thanks to its highly rate-sensitive
economy and its need for foreign funding.

- We believe that already record-low foreign investor interest, even after the positive inflow
in 2023, and Turkiye's close to 60% discount to its peers on forward-looking P/E should
limit the downside risks, even if insufficient to spark a rally.

On the downside, monetary tightening and declining inflation are likely to spell weaker financials
and a relatively dismal earnings outlook for listed companies when compared to the past couple
of years. In particular, the higher cost of funding and relatively limited access to credit should
reduce real earnings and cash balances starting from 4Q23. Thus, we expect limited support for
share performance from financials but gradually declining risk as foreign inflows drive valuations.

The core macro assumptions in our models are as follows,

- We assume a slowdown in GDP growth to 3.0 %-4.0% (2023e: 4.0%) with risks on the downside.

- We assume yly lower, but still high CPI of 40%-45% (2022: 77%) by year-end, yielding an average
CPI of 50-55% with northward risks

- We formulate our risk-free rate for a given year as a sum of our risk-free rate assumption and our real
GDP growth for that particular year. We rely on an equity risk premium of 6%. Accordingly, our COE
for stocks with Beta:1 at 54% for 2024 drops to 32% for 2025 and then gradually recedes to 20% for
the long run

All in all, we are wary of the outlook of companies’ near-term earnings and cash flow, given the
rising cost of funding and weaker demand at home and abroad. Yet we remain cautiously positive
for the BIST at current levels. Our bottom-up 12M index target at ~11.5K offers 43% upside in TL
terms and roughly flat in in USD terms based on our year-end inflation assumption of 40% and
USD/TL (eop) of 42.
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What do we prefer, given the current outlook?
Our current model for stock picking rests on three pillars: (i) we preserve our defensive stance,
(i) we favor banks and financials to industrials and (iii) we prefer large-cap names with high
liquidity to small caps with the anticipation of higher foreign interest.
o It's better to be cautious. Firstly, we broadly preserve our defensive stance in the current
outlook. At the core, we prioritize stocks that are well equipped for high inflation (e.g.,
pricing power, high gross margin) and capable of preserving their cash stream in a high-
interest rate environment (e.g., low indebtedness, low NWC needs). We adopt this
approach as we expect a “higher rates for longer” stance from the CBRT, which spells
weaker economic activity.
Graph 34: Credit and Deposit Rates Graph 35: Credit Growth YoY
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The lagged effects of recent rate hikes and tighter financial conditions that we envisage
for the foreseeable future will weigh on domestic consumption and imports more in the
coming periods, especially beyond 1Q24, when the positive impact of the 49% minimum
wage hike is set to disappear. Given that meager help is foreseen from exports, alarm
bells ring regarding the growth outlook. We consider the CBRT’s achieving of a 4.0+
growth target for 2024 more than challenging and see a GDP growth range of 2.5%-3%
as more likely. This scenario recommends diminished exposure to cyclical names and
focusing on defensive ones.

o Keeping Banks as “overweight”. Secondly, we like banks as we consider them the main
beneficiaries of normalization in macro policies; they were the main victims of previous
unorthodox policies. Banks’ higher sensitivity to declining national risk premiums (CDS)
also supports our preference; since August 2023, the XBANK has outperformed the
XUSIN by 36%. We note the challenges to the banks’ key valuation pillars. And yet, we
expect pricing dynamics, marked by declining risk premiums and potentially higher risk
appetite for Turkiye, to be more decisive in stock performance.
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Graph 36: BIST — Bank & Industrial Index Graph 37: Foreign Bank Peers
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o Factoring in the changing investor mix. Thirdly, since we expect higher foreign interest
but lower local appetite, we foresee a change in investor composition for 2024. And
while the change will not be so dramatic as to elevate us to historical levels, it will be
more prominent than over the past two years. We expect such a change to favor large
caps mostly, especially banks.

Graph 38: YKY Coverage List - Foreign Ownership Change Range & Current Level as of 12.01.2024
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Graph 39: YKY Coverage List - Post Elections Foreign Ownership Rate Change
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Our Model Portfolio, composed of our top picks and formulated according to our expectations,
comprises AKBNK, TSKB, BIMAS, THYAO, SOKM, AGHOL, AKGRT, AKSEN, MAVI and
TTKOM.

Inflation Accounting: The very hot topic of 2024

We find it useful to touch on one of the hot topics in the market currently, namely inflation
accounting which will be at the core of discussions starting from 2024. This is because, in Nov’'23,.
the 'Public Oversight Authority' (KGK), which is responsible for Turkish Accounting Standards,
announced that TMS29/TFRS25 standards, practically equivalent to 1AS29/IFRS25 and titled
'Financial Reporting in High Inflation Economies' would be applied for financial statements ending
on 31 December 2023. This means companies will start to restate their financials by indexing
historical amount, thus implement "inflation accounting which is, at its core, an attempt to
decompose the effects of high inflation on financial statements and to restate assets and liabilities
to reflect their current purchasing power. High inflation reduces the usefulness of financial
statements in reflecting the actual financial position of companies and makes it difficult to make
meaningful comparisons of financial performance between periods.

In summary, (i) we remind that 1AS29 is an accounting restatement that would not alter the
company's cash balances or change the extent to which inflation harms or benefits a company in
reality, but only the presentation of the financial statements (ii) we welcome the implementation
of the TMS29 because we believe that financial statements, our primary source in understanding
the economic profitability and cash generation capabilities of companies, will serve this purpose
better than today's practice. In other words, all accounting-based valuation metrics or ratios, such
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as ROE and ROIC, are highly distorted under the current practice, yielding incomparably different
results from those of previous years.

For now, we keep our forecasts as unadjusted as It is technically not possible to calculate the
impact without any details while companies even themselves fail to provide any comments, it
would be too speculative. Yet, we still try to assess the impact at least direction and magnitude
base with the available data in our hand. For further details regarding the mechanism of IAS19
and how would affect comparatively, please refer to Appendix 7 of this report.
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YKY Model Portfolio

Our most preferred picks are as follows; Akbank, TSKB, BIM, Turkish Airlines, Sok Market, AG
Andolu Grubu Holding, Aksigorta, Aksa Enerji, Mavi and Turk Telekom

Daiy. Trad, Ut e
Vol (TLmn)
Akbank AKBNK 224.952 3.313 43,26 58,00 34%
T.S.K.B. TSKB 21.028 408 7,51 11,00 46%
Bim Birlesik Magazalar BIMAS 203.412 1.283 335,00 510,00 52%
Turk Hava Yollari THYAO 346.380 8.795 251,00 400,00 59%
Sok Marketler Ticaret SOKM 32.868 466 55,40 87,60 58%
Ag Anadolu Grubu Holding AGHOL 52.896 150 217,20 330,00 52%
Aksigorta AKGRT 9.865 189 6,12 8,20 34%
Aksa Enerji AKSEN 39.856 226 32,50 55,00 69%
Mavi Giyim MAVI 25.246 224 127,10 190,00 49%
Turk Telekom TTKOM 99.960 1.119 28,56 45,90 61%

Source: YKY Research, Rasyonet

Company Ticker Portfolio Currgnt Nom. BIST-100
Entry Date Price Return Rel. Return
Coca Cola Icecek CCOLA 28.02.2020 40,68 500,00 1129,0% 66,5%
Akbank AKBNK 01.09.2022 10,83 43,26 299,6% 58,0%
T.S.K.B. TSKB 18.11.2022 3,33 7,51 125,5% 27,5%
Bim Birlesik Magazalar BIMAS 16.01.2023 123,38 335,00 171,5% 73,3%
Turk Hava Yollari THYAO 16.01.2023 140,48 251,00 78,7% 14,0%
Sok Marketler Ticaret SOKM 24.04.2023 34,70 55,40 59,7% 0,3%
Ag Anadolu Grubu Holding AGHOL 12.05.2023 106,87 217,20 103,2% 22,7%
Aksigorta AKGRT 13.09.2023 6,07 6,12 0,9% 2,1%
Model Portfolio return since initiation * 3285,6% 212,9%
Model Portfolio return 2023 62,9% 25,2%
Model Portfolio return 2024 9,6% 2,5%
BIST-100 return since initiation * 836,5%
BIST-100 Return 2023 32,0%
BIST-100 return 2024 4,8%

Source: YKY Research, Rasyonet; *21/01/2013

Akbank: We keep Akbank in our Model Portfolio thanks to 1) its solid ROE generation (2024E:
32%), 2) robust capital ratios. The bank is currently trading at 2024E 0.8x P/B and 3x P/E based
on our estimates. We foresee a 4% dividend yield from 2023 earnings. Akbank has been a
member of our Model Portfolio since Sept '22 and provided a 58% relative return vs. the XU100.
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TSKB: We preserve TSKB in our Model Portfolio on the back of 1) its superior ROE generation
(2024E: 37%) 2) resilient margin trend on the back of its FC weighted balance sheet and 3) since
TSKB is less vulnerable to adverse regulations (i.e. TL/FC deposit requirements, no FC protected
deposits). The bank is currently trading at 2024E 0.7x P/B and 2.2x P/E based on our estimates.
We expect 37% ROE in 2024 (2023E: 43%). TSKB has been a member of our Model Portfolio
since Nov '22 and provided a 28% relative return vs. the XU100.

BIM: Following a very strong stock performance in 2023 (+66% to BIST100), we expect the
stock’s outperformance to continue on the back of the inflationary tailwinds, solid floor space
expansion of ¢.8% yly, and the prospect of a resilient FCF margin of ¢.2% for 2024. We calculate
68% revenue growth with an EBITDA margin of 7.4% in 2024. We think that its defensive nature
and undemanding 2024e multiples of 6.4x EV/EBITDA and 10.8x P/E likely to keep investor

interest alive.

Turkish Airlines: We like THY on i) its market share gains thanks to its agile approach to
introducing new capacities in the post-Covid era and high yield environment with broadly similar
resources (e.g. fleet, personnel). We believe the company’s above-sector profitability and growth
will continue in 2024 which deserves higher levels than stock’s current trading multiples (ii= We
welcome the strength in the company’s financials in 2023, marked by record high margins (i.e.
~30% EBITDAR margin) and record low indebtedness (~1.2x Net Debt / EBITDA) on top of
already strong 2022 results and expect it to broadly continue, especially in the first half of 2014
3) Our target price based on our target EV/EBITDA of 5.2x which we apply for our 2024 forecasts
offers ¢.60% upside and the longer the company maintains its currently above 12% ROIC and
generate strong cash, we see the re-rating in the stock to prevail.

Sok Market: On the back of the supportive inflation outlook and robust customer demand
prospect, and 7% vyly floor space growth, we expect Sok to deliver 67% yly revenue growth in
2024. On the operating profitability side, following the heightened costs, we estimate 57% y/y
EBITDA growth. Despite that, we estimate a 2% FCF margin which we deem quite positive. Based
on our estimates, the stock trades at an attractive multiples of 3.7x EV/Adj. EBITDA and 7.4x P/E.
Hence, we foresee the company’s outperformance to continue in 2024.

AG Anadolu Grubu Holding: AGHOL posted strong financial results in 9M23 on the back of
eye catching results in the core businesses (AEFES, CCOLA, and MGROS). We expect positive
momentum in the financials to continue and the Holding to end the year with 144% yly net
earnings growth in 2023. For 2024, we forecast AGHOL to post a 61% y/y revenue and 45% yly
EBITDA growth on the back of solid Outlook in AEFES side and well above CPI top-line growth
prospect from Migros. We favor the Anadolu Grubu Holding considering its defensive core
businesses, geographically diversified revenue stream, declining leverage (0.4x net
debt/EBITDA), and low working capital needs. Note that, AGHOL has a NAV discount of 35%
based on our estimate. We consider it offers a safe play in the current macroeconomic theme.

Aksigorta: We prefer non-life insurers in the current macro economic environment. 1) We foresee
Aksigorta to benefit from high TL deposit interest rates, improving Turkiye CDS and real TL
appreciation 2) We foresee the company’s EPS growth at +132% in 2024 and generate 47%
ROE. Aksigorta is trading at 2.3x P/B and 5.9x P/E on our 2024 estimates. Aksigorta has been a
member of our Model Portfolio since Sept'23 and provided a 2% relative return vs. the XU100.
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Aksa Enerji: Aksa Eneriji. 1) We foresee strong international EBITDA contribution thanks to
increasing Power Purchasing Agreement (PPA) share (c.64% as of 9M23 vs 49% in 2022) which
gives a resilient stance for the stock during subdued spot prices in Tirkiye. Our current estimates
are based on +60% sustainable international EBITDA share if not above 70% in the long-term. 2)
Improved free cash flow yield (13% as of 9M23 vs 10% pre-pandemic 5-yr average) is expected
to be maintained with guaranteed capacity payments through international power plants. We
foresee ¢.20% sustainable yield between 2024-2030. 3) We believe Turkish spot wholesale
electricity prices (current USD72/MWh vs USD147/MWh in 2022, on average) are finally protected
from downside risk since most of the post-pandemic rally has been normalized. 4) The stock is
trading at undemanding 5.3x EV/EBITDA and 6.8x P/E multiples based on our 2024 estimates
with implying 23% and 46% discount, respectively to its 5-yr averages.

Mavi: We are adding Mavi <MAVI TI> in our model portfolio. We expect 2024 to be another strong
year for the company on the back of its solid market positioning, strong brand awareness, and
wide range of product portfolio. We estimate 55% LfL growth for the Company in 2024 while
conservatively projecting a tad 2% vyly ticket growth considering a lower demand in 2H24.
Conservatively, we projected a ¢.200bps gross margin contraction in 2H24, taking into account
broadly similar reasoning and a possible scenario of increased competition. Still, we calculate a
61% y/y net sales and 49% y/y EBITDA growth in 2024. Incporated with that, our figures implies
a FCF margin of 6% in 2024 which we deem quite positive. Also, Mavi’'s healthy balance sheet
with a net cash position of TL2.1bn (8% of mcap) gives us further confidence in our bullish stance.

Turk Telekom: Tirk Telekom is likely to stand out given its strong growth outlook on the back of
the price hikes/re-contracting of the existing customer base, upsell efforts, solid subscriber
addition. Accordingly, we expect Turk Telekom to post 65% y/y top-line and 75% y/y EBITDA
growth in 2024. Based on our estimates, TTKOM shares trade at 3.5x EV/EBITDA, signaling a
discount of ¢.20% compared to its five-year historical multiples. Hence, we believe that TTKOM
shares likely to get more investor attentions with its shiny 2024 prospects as well as undemanding
valuation multiples.

Coca Cola: We are removing Coca-Cola Icecek <CCOLA TI> from our model portfolio after its
huge outperformance (c.40% compared to BIST100 Index in the last six months). The stock has
been in our portfolio for the past few years and we still keep our positive stance towards the stock
given its resilient demand outlook, strong pricing ability, and resilient FCF growth prospect.
However, considering our narrowing upside potential expectation after the recent rise, we prefer
to take profit at this stage and remove the stock from our model portfolio.
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2023E

Sectors

Revenue

EBITDA

Net income

Revenue

2024E

EBITDA

Net income
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2025E

Revenue EBITDA  Netincome

Banking 17%

Insurance and Pension 270% 28%
Investment 54% 59% 44%
Non-Banks 54%  54%  45% | 59%  49%  39% | 36%  39%  42%
Automotive 87%  95% MRl 36%  25% 43%  46%
Aviation 61%  49%  62% | 66% @ 55% | 25% | 39%  50% AL
Conglomerate 69%  66% 115% | 62%  52%  49% | 34%  38%  35%
Defence 78%  69%  66% | 63%  60% | 28% | 34%  32%

Energy h 11% 3% | 66%  42%  33% | 26% ﬂ
Food & Beverages 67% = 83% 169% | 62%  55%  58% | 32%  31%  39%
Oil & Gas 20%  37%  11% 26%
Petrochemical -5% -45% 29% 44%
Retail 62% 3% 3%  37%
Steel 25% 46%  58% n.m. | 33%
Telecom 71%  63%  58% | 62%  62%  56% | 32%  32%  43%
White Goods 54% | 82%  -2% | 52%  53%  43% | 35%  33% | 55%

Banks: We foresee 17% EPS expansion for our Tier-1 private banks coverage in 2024 (vs.
+20% yly growth in 2023E). Based on our forecasts, 3 Tier-1 private banks under our coverage
trade at 2024E P/B and P/E of 0.85x and 3x, respectively, with an expected 2023 ROE of 32%
(vs. 37% in 2023E). We continue to favor private names, including AKBNK, GARAN, ISCTR,
and TSKB, all of which we have a BUY rating on. The Bloomberg consensus 12M forward P/B
and P/E estimates for the XBANK are at 0.6x and 2.4x, respectively. The P/B multiple indicates

a ¢.30% discount to MSCI EM banks.

PE (x) P/B (x)

AKBNK
ALBRK
GARAN
HALKB
ISCTR
TSKB

VAKBN

Target
(TL/sh)

58,0
49

89,0
15,0
34,0
11,0
18,0

Upside
(%)

34%
23%
31%
16%
31%
46%
22%

Rating

BUY
HOLD
BUY
HOLD
BUY
BUY
HOLD

23E 24E 25E 23E 24E 25E
1,9 3,0 2,0 0,6 0,8 0,6
2,7 3,0 2,0 0,7 0,7 0,5
2,0 3,0 1,9 0,7 0,9 0,6
8,6 8,3 4,1 0,7 0,7 0,6
2,4 31 2,0 0,7 0,8 0,6
2,2 2,2 1,9 0,7 0,7 0,5
4,2 4,9 3,2 0,7 0,8 0,6
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Pension: We foresee pension assets under management (AuM) growing by ¢.60% in 2024
(vs. 80% in 2023) on the back of a more visible macroeconomic outlook and strengthening
capital markets. Anadolu Hayat and Agesa's pension businesses should continue to
generate sustainable profitability.

Life Insurance: Life insurance gross written premium (GWP) production is highly dependent
on TL consumer loan growth. Hence, sluggish TL consumer loan growth in 2024 should
negatively impact life insurance companies. We foresee both Anadolu Hayat and Agesa
registering slower GWP growth of ¢.50% during 2024 compared to ¢.100% in 2023.

Non-life insurance: For Aksigorta and Turkiye Sigorta, we expect ¢.65% GWP growth and
gradual recovery of technical results. The insurance regulator introduced various sector
supportive actions on loss making MTPL segment effective from 1 January which should
support technical results. These insurers’ also benefit from limited TL depreciation since their
claims on MoD and MTPL are dependent on the level of Turkish Lira. Additionally, these
companies' expanding assets under management should continue to support investment
income gains. Elevated TL deposit rates and improving Tirkiye CDS should boost their
investment gains.. We expect Tiirkiye Sigorta to distribute dividends (expected yield of 4%)
while we foresee Aksigorta refraining, mainly due to a relatively weaker solvency ratio.

PE (x) P/B (x)

Insurance and Pension

AKGRT
ANHYT
AGESA
TURSG

(TT?_rgﬁt) U%;i)de% Rating | 23E  24E  25E | 23E  24E  25E
| 82 | 34% | BUY | 98 | 59 | 38 | 26 | 23 | 16
| 550 | 40% | BUY | 48 | 47 | 39 | 20 | 19 | 15
| 700 | 27% | Howb | 61 | 52 | 40 | 28 | 23 | 16
| 620 | 39% | BUY | 37 | 45 | 36 | 19 | 23 | 16

Investment: We foresee Unlii Yatinm Holding delivering solid earnings growth in 2024
based on our expectation of higher foreign investor demand in the Turkish capital markets.
We foresee institutional sales and M&A businesses benefitting from potential foreign entry to
the Turkish capital markets. Unli Yatirm Holding's NPL business should also provide
resilience and support company earnings during 1H24 since NPL collections remain solid amid
the inflationary environment & due to the positive impact of the minimum wage increase. The
company will adapt inflation accounting starting from YE23. Based on our preliminary
estimates, we would expect to observe the company to record monetary losses which
will pull down earnings. We did not incorporate any potential negative impact of
inflation accounting into our estimates.

PE (x) P/B (x)

Target Upside |

(TL/sh) (%) | Rating | 23E 24E 25E | 23E 24E 25E |

Investment

UNLU

| 230 | 39% | HoD | 57 | 44 | 31 | 18 | 16 | 11 |

Automotive: After a record-breaking 2023 performance, the 2024 outlook is mixed for
domestic market. On the back of higher promotions which provides favorable funding
opportunities, still narrow gap between brand-new and used vehicle prices, recovery in fleet
demand may contribute 2024 sales despite adverse impact of tighter monetary policy. Also,
we believe that a stronger than expected TL scenario for 2024 may lead a stronger customer
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demand. In light of these, we updated our forecasts for the LV sales (PC+LCV) to 900k unit
sales. On the export market, although the sales were higher by ¢.16% in 11M23, it is still low
compared to its historical averages. Therefore, despite recessionary headwinds, we do not
expect a bold downturn in demand for 2024. Among the stocks in our automotive coverage,
our preferred pick is FROTO as the company is set to benefit from its increasing footprint in
European automotive market along with its well-executed capacity expansion strategy.

PE (x) EV/EBITDA (x)

FROTO
OTKAR
TOASO
TTRAK

PE () EV/EBITDA (x)
Target  Upside | 23E  24E  25E | 23E  24E  25E

PGSUS
TAVHL
THYAO

g?_rlgsflt) UF(’;:)de Rating ‘ 23E  24E  25E ‘ 23E  24E  25E
| 12200 | 55% | BUY | 72 | 63 | 45 | 76 | 63 | 47
| 6000 | 40% | HOLD | 247 | 138 | 99 | 129 | 91 | 70
| 3300 | 44% | BUY | 66 | 52 | 30 | 57 | 46 | 27
| 800 | 27% | HoD | 61 | 83 | 70 | 43 | 65 | 54

Aviation: We expect 2024 the be broadly similar to 2023 in terms of capacity growth. We
harbor the primary concerns over weak global demand growth and softer yields on grounds of
normalization. And yet we believe that Turkish players could still positively decouple from the
competition on their inherent cost advantages, maintaining high margins. We expect no sharp
deterioration in demand, but rather normalization, and a gradual recovery rather than swift and
sizeable capacity increases from peers. but as such, we are not too concerned over the 2024
outlook for Turkish carriers, or their financials, especially for 1H24. Last year's low base
stemming mostly from the earthquake in Feb’23 which triggered flight cancellations and free
evacuation and cargo flights, suggest the current strength in financials will not disappear at
any time soon. While we are BUYers of all three names, our top-pick is THYAO, followed by
TAVHL and PGSUS.

(TLish) (%) | Rating |

| 10000 | 40% | BUY | 73 | 54 | 37 | 64 | 56 | 44
| 1800 | 46% | BUY | 65 | 60 | 38 | 75 | 62 | 41
| 4000 | 59% | BUY | 34 | 37 | 23 | 48 | 45 | 31

Conglomerates: Turkish household use electricity prices are among the lowest in Europe.
Thanks to ongoing subsidies, elevated natural gas costs on BOTAS have not been fully reflected
to national tariffs to shield the end-user. We expect strong prospect for Alarko Holding <ALARK
TI> once natural gas and/or electricity price subsidies have lifted.

PE (x) EV/EBITDA (x)

Conglomerate

AGHOL
ALARK
ENKAI

(TT?_rlgsflt) U?(;j)de% Rating I 23E 24E  25E I 23E 24E 25E
| 3300 | 52% | BUY |39 | 39 | 27 | 27 | 24 | 20
| 1400 | 48% | BUY |29 | 24 | 19 | nm | nm | 408
| 492 | 4% | BUY | 130 | 85 | 63 | 36 | 08 | 18
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Defense: The Presidency of the Republic of Turkiye Defense Industry Agency (SSB) plans to
realize over 700 projects with an estimated value of USD70bn. Considering Turkiye’s annual
USD15-16bn military spend, approximately 4-5 years of project initiation is about to materialize.
Therefore, we expect Aselsan <ASELS TI> to increase its sustainable backlog above USD13bn
by 2030 but foresee negative free cash flow unchanged.

PE (x) EV/EBITDA (x)

g?_rlgsflt) UF(’;:)de Rating ‘ 23E  24E  25E | 23E  24E  25E
ASELS | 600 | 26% | HoD | 78 | 86 | 80 | 102 | 88 | 68 |

Energy: As of October 2023, the energy source based price cap application was lifted and the
market returned to spot prices via EXIST. Due to eased fossil fuel costs, spot prices have already
tited to ceiling prices and a further 6-month extension was not exercised. Through muted
commodity prices, renewable/nuclear capacity additions, and a weaker demand environment,
spot prices are expected to head south in the long run. In such an environment, we expect Aksa
Enerji <AKSEN TI> to be benefited from foreign investments via PPAs with guaranteed EBITDA
contribution.

PE () EV/EBITDA (x)

Target Upside |

L) o0 | Rating I 23E  24E  25E I 23E 24 25E |
AKSEN | 550 | 69% | BUY | 97 | 68 | 54 | 78 | 53 | 45 |

Food & Beverage: We expect the increase in unit prices amid inflationary environment will
continue to be main driver of revenue growth for Coca-Cola Icecek <CCOLA TI>. On consolidated
terms, we estimate a 64% y/y net sales growth while conservatively projecting a mere volume
increase in 2024. On the cost side, ¢.60% of resin and aluminum procurements of 2024 are
already hedged. Thus, we remain positive regarding the EBITDA performance, expecting growth
of 63% yly. For Anadolu Efes <AEFES TI>, we expect a slight contraction in the domestic sales
volume after 9% yl/y increase in 2023 as well as remaining cautious in Russia considering the
competition. Still, we foresee 63% y/y net sales growth in 2024. However, on the margin side, we
see ¢.120 bps y/y contraction in margin primarily due to difficulty in accessing hedging instruments
in Russia. For Ulker <ULKER TI>, following its strong deleveraging and margin expansion, the
Company delivered strong set of results in 2023; thus, Ulker shares outperformed BIST100 Index
by ¢.38% in 2023. Historically demand for the company's small ticket confectionary product
portfolio consumed primarily through the off-trade channel has been less affected by macro
challenges. Even though we foresee a normalization in EBITDA margin in 2024, we still calculate
a satisfactory 43% y/y EBITDA growth in 2024, considering last year's high base. But we believe
that this may be priced in on a large degree. Still, we would like to remind that any strengthening
of the TL in 2024 may be a value driver for the company considering its short FX position.
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EV/EBITDA (x)

g?_rlgsflt) UFE;:)de Rating 23E  24E 25 | 23E  24E  25E
AEFES | 1900 | 43% | BUY | 56 | 61 | 44 | 38 | 33 | 25
CCOLA | 6900 | 38% | BUY | 90 | 91 | 65 | 49 | 47 | 34
ULKER | 1100 | 38% | HOLD | 74 | 66 | 51 | 41 | 41 | 35

Oil and Gas: Since Turkiye is not a member of G7, Russian crude oil Ural procurement is still
available without the obstacle of sanctions. In 9M23, Turkish refineries imported 22.9mn tons of
crude oil, with ¢.27% being Ural crude from Russia. In terms of price and logistics, Ural crude oil
availability gives a competitive advantage to Turkish refineries. Thus, we expect Tupras <TUPRS
TI> to experience muted crack spread outlook in 2024 but welcome the net cash position. The
Turkish LPG market maintains its 4.0mn ton annual demand level. The lion’s share of the market
goes to autogas at 3.1mn tons. This is due to consistently shrinking household cylinder gas
demand arising from rising pipeline natural gas penetration. We foresee limited growth prospect
for Aygaz <AYGAZ TI> in Turkiye but expect positive contribution from Bangladesh as of 2025.

PE () EV/EBITDA (x)

g?_rlgsflt) U‘z;:)de% Rating I 23E  24E  25E I 23E  24E  25E
AYGAZ | 1700 | 26% | HoD | 42 | 52 | 41 | 136 | 165 | 133
TUPRS | 1950 | 40% | HOLD | 45 | 49 | 39 | 21 | 28 | 22

Petrochemicals: Following the imposing of sanctions against Russia, polymer exports to Europe
became re-routed to Turkiye. Considering also the oversupply situation in China, Turkish product
margins are almost solely dependent on imported global prices, especially from Russia and
China. High naphtha costs with discounted imported product prices, domestic producers do bear
lower margins. Therefore, we expect no dramatic recovery on Petkim <PETKM TI> ethylene-
naphtha spread in 2024 but welcome the latest STAR Refinery actions.

PE (x) EV/EBITDA (x)
Target  Upside | 23E  24E  25E | 23E  24E  25E |

(TUsh) (%) | Rating | ' |

Petrochemical

PETKM | 250 | 23% | HoD | 123 | 65 | 45 | 303 | 119 | 80 |

Retailers: After a very strong 2023 amid inflationary tailwinds, market share gains, and robust
store additions, all retailers under our coverage have posted above-inflation top-line and EBITDA
growth, and their share prices have widely surpassed BIST100 Index. For 2024, we believe that
inflation will continue to be the key driver of the growth outlook. On retail space expansion side,
we foresee broadly similar performance in 2024. We see that all national chains will experience
difficulties on the cost front in 2024 due to rising input costs, namely, personnel costs and the
lagged impact of inflationary adjustments in rental costs, will pressure operating margins in 2024.
Still we foresee, FCF margins to remain broadly robust in the full year with the potential of strong
operating leverage. Hence, we continue to keep our positive stance for all of the food retailers
under our coverage, Bim <BIMAS TI>, Migros <MGROS TI>, and Sok Marketler <SOKM TI>.
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For Mavi, we believe that its strong market positioning and wide range of product portfolio will
lead to sustain its strong performance in 2024. We forecast a 55% LfL growth in 2024 while
conservatively penciling in a limited 2% ticket growth. On the costs side, we expect solid LfL
growth to largely compensate for opex pressure. However, remaining conservative, we forecast
a 200bps gross margin contraction considering a weaker demand in 2H24. Still, on the back of
its healthy balance sheet with a net cash of TL2.1bn (exl. Lease obligations), robust FCF margin
and attractive multiples, we think that the stock provides a good opportunity for the investors.

PE (x) EV/EBITDA (x)

(TTT/%% U‘zos/:)‘je Rating 23E 24E 25E | 23E 24E 25E
BIMAS | 5100 | 52% BUY 13 | 108 | 77 | 68 | 66 | 49
MAVI | 1900 | 49% BUY 58 | 67 | 56 | 30 | 31 | 22
MGROS | 5800 | 54% BUY 82 | 84 | 61 | 41 | 34 | 21
SOKM | 876 | 58% BUY 67 | 68 | 50 | 32 | 22 | 10

Steel: Due to domestic steelmakers’ lack of competitiveness and correspondingly increased
imports, investigations into harmful imports have recently been made. Ongoing protectionism of
the domestic steel industry should support higher CUR and expanding margins via pricing ability.
We assume Kardemir <KRDMD TI> to benefit from the recent demand and safeguards regarding
to protect the local long steel mills. However, we expect Erdemir <EREGL TI> to be fragile against
subdued European demand and weak flat steel price outlook due to Chinese oversupply.

PE (x) EV/EBITDA (x)

(Tr"ir/%ﬁt) UF(’OS/;)de% Rating | 23E 24E 25E | 23E 24E 25E
EREGL | 550 | 26% | HOLD | neg. | 107 | 69 | 99 | 73 | 50
KRDMD | 400 | 53% | BUY | 133 | 72 | 47 | 44 | 30 | 22

Telecoms: On the back of i) risen prices, ii) upsell efforts, iii) robust subscriber additions, the
ongoing re-contracting of the existing customer base, iv) customer shift from pre-paid to post-paid
in mobile segment, we expect 2024 to be a strong year for Turkish telcos. Hence, we expect ARPU
levels, especially in 1H24, to be quite positive for both telecom companies, Turkcell <TCELL TI>
and Turk Telekom <TTKOM TI>. On the EBITDA margin front, we expect some degree of
contraction in TCELL due to higher energy and personnel costs whereas TTKOM likely to expand
its EBITDA margin around along with the lagged impact of contract rebalancing. Overall, we expect
revenue and EBITDA growth of 60% and 55% for Turkcell and 65% and 73% for Turk Telekom,
respectively, in 2024. TTKOM is our top pick in the sector.

PE (x) EV/EBITDA (X)

(TT?_rlgsf]t) UF(’OSAE)O"E% Rating | 23E 24E  25E | 23E 24E 25E
TCELL | 888 | 46% | BUY | 58 | 52 | 39 | 33 | 31 | 25
TTKOM | 459 | 61% | BUY | 100 | 85 | 51 | 45 | 35 | 28
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White Goods: After a strong demand environment in domestic white good sector in 2023 (11M23:
15% volume growth), we expect c. 7% y/y contraction considering the high base and the adverse
impact of tightening in monetary policy in demand which may result in lesser renewals. Still, the
sector may start the year relatively strong supported by the salary hikes and low base of 1Q23.
On the export side, the sales may continue to be fragile this year, especially in the first half, due
to the recessionary headwinds in Europe which is the main market for white goods producers of
Turkiye. However, we may see a better demand environment in 2H24. We expect operating
margins to remain firm thanks to the stabilization in raw material prices and more favorable
EURUSD rates. Still, we opt to remain cautious for Arcelik <ARCLK TI> while estimating a
negative FCF generation amid its high working capital requirement.

PE (x) EV/EBITDA (x)

Target Upsidel , _ . -
(TL/sh) (%) | Rating | 23E 24E 25E | 23E 24E 25E |

White Goods

ARCLK | 1850 | 40% | HOLD | 208 | 148 | 95 | 67 | 51 | 41 |
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Appendix
1) YKY Non-Bank Coverage — 2023/24 Outlook

AEFES
AGHOL
AKSEN
ALARK
ARCLK
ASELS
AYGAZ
BIMAS
CCOLA
ENKAI
EREGL
FROTO
KRDMD
MAVI
MGROS
OTKAR
PETKM
PGSUS
SOKM
TAVHL
TCELL
THYAO
TOASO
TTKOM
TTRAK
TUPRS
ULKER

2023E
65%
85%

18%
54%
78%
35%
80%
2%
30%
22%
94%
38%
89%
96%
137%
-5%
68%
80%
91%
73%
59%
53%
69%

19%
63%

Net Sales

2024E
63%
61%
66%
52%
52%
63%
40%
68%
64%
67%
45%
69%
49%
61%
73%
73%
58%
2%
67%

60%
65%
81%
65%

35%
53%

2025E |
33%
32%
26%
28%
35%
34%
26%
35%
33%
43%
34%
41%
29%
30%
40%
33%
29%
44%
38%
44%
33%

38%
91%
30%
37%

28%

2023E
81%
94%
11%
-1%
82%
69%

70%
89%
18%

91%
32%
92%
70%
174%

60%
60%
85%
81%
45%
52%
42%

36%
78%

EBITDA

2024E 2025E

54%
45%
42%
41%
53%
60%
15%
63%
63%
75%
55%
41%
66%
49%
68%
114%
204%
63%
57%
76%
55%
51%
41%
73%

12%

43%

32%
34%

33%
32%
27%
36%
33%
48%

69%

39%
39%
28%
42%
37%
55%
44%
38%
50%
32%

51%

32%
22%
22%
23%
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Net Income
2024E 2025E
39%
45%
24%
26%

p17k13

144%
-3%
16%
-2%
66%
12%
39%
96%
n.m.
n.m.
88%
-15%
93%
121%
10%

25%
59%
194%
51%
62%
100%
76%

46%
47%
33%
27%
43%
28%
8%
66%
64%
70%
n.m.
25%
110%
37%
42%

122%
52%
27%
33%

54%

22%

30%

61%

25%
40%
41%
36%
55%
39%
53%
19%
38%
40%
44%
47%
37%
60%
32%
62%
70%
67%
19%
27%
29%
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2) YKY Coverage at a Glance

3m Avg. Daily EV/EBITDA (x)
Current Turn. (P/BV for Banks)

Ticker Price *
) TLmn  USDmn 23E 24E 25E
AEFES 133,10 190,00 43% BUY 2.626 32 383 13 5,6 6,1 4,4 3,8 3,3 2,5
AGESA 55,00 70,00 27% HOLD 330 20 30 1 6,1 52 4,0 2,8 2,3 1,6
AGHOL 217,20 330,00 52% BUY 1.762 34 150 5 3,9 3,9 2,7 2,7 2,4 2,0
AKBNK 43,26 58,00 34% BUY 7.494 52 3.325 115 1,9 3,0 2,0 0,6 0,8 0,6
AKGRT 6,12 8,20 34% BUY 329 28 189 7 9,8 59 3,8 2,6 2,3 1,6
AKSEN 32,50 55,00 69% BUY 1.328 21 220 8 9,7 6,8 54 7,8 518 4,5
ALARK 94,55 140,00 48% BUY 1.370 31 601 21 2,9 2,4 1,9 n.m. n.m. 40,8
ALBRK 3,98 4,90 23% HOLD 331 38 129 5 2,7 3,0 2,0 0,7 0,7 0,5
ANHYT 39,30 55,00 40% BUY 563 17 31 1 4,8 4,7 3,9 2,0 1,9 1,5
ARCLK 132,30 185,00 40% HOLD 2.978 15 494 17 20,8 14,8 9,5 6,7 51 4,1
ASELS 47,54 60,00 26% HOLD 7.222 26 2.329 81 7,8 8,6 8,0 10,2 8,8 6,8
AYGAZ 135,00 170,00 26% HOLD 989 24 131 5 4,2 52 4,1 13,6 16,5 13,3
BIMAS 335,00 510,00 52% BUY 6.777 60 1.281 45 11,3 10,8 7,7 6,8 6,6 4,9
CCOLA 500,00 690,00 38% BUY 4.237 25 224 8 9,0 9,1 6,5 4,9 4,7 34
ENKAI 34,98 49,19 41% BUY 6.992 12 907 32 13,0 8,5 6,3 3,6 0,8 1,8
EREGL 43,80 55,00 26% HOLD 5.107 48 3.030 105 neg. 10,7 6,9 9,9 7,3 5,0
FROTO 787,00 1220,00 55% BUY 9.201 18 922 32 7,2 6,3 4,5 7,6 6,3 4,7
GARAN 67,80 89,00 31% BUY 9.487 14 1.923 67 2,0 3,0 1,9 0,7 0,9 0,6
HALKB 12,95 15,00 16% HOLD 3.100 9 605 21 8,6 8,3 4,1 0,7 0,7 0,6
ISCTR 25,96 34,00 31% BUY 8.649 31 3.783 131 2,4 31 2,0 0,7 0,8 0,6
KRDMD 26,12 40,00 53% BUY 929 89 1.316 46 13,3 7,2 4,7 4,4 3,0 2,2
MAVI 127,10 190,00 49% BUY 841 73 224 8 58 6,7 5,6 3,0 31 2,2
MGROS 376,50 580,00 54% BUY 2.271 51 530 18 8,2 8,4 6,1 4,1 3,4 2,1
OTKAR 427,75 600,00 40% HOLD 1.710 27 199 7 24,7 13,8 9,9 12,9 9,1 7,0
PETKM 20,40 25,00 23% HOLD 1.722 47 1.982 69 12,3 6,5 4,5 30,3 11,9 8,0
PGSUS 715,00 1000,00 40% BUY 2.437 43 1.337 46 7,3 54 3,7 6,4 5,6 4,4
SOKM 55,40 87,60 58% BUY 1.095 51 459 16 6,7 6,8 5,0 3,2 2,2 1,0
TAVHL 123,00 180,00 46% BUY 1.489 48 407 14 6,5 6,0 3,8 7,5 6,2 4,1
TCELL 61,00 88,80 46% BUY 4.471 54 1.738 60 58 52 39 3,3 3,1 2,5
THYAO 251,00 400,00 59% BUY 11.540 50 8.834 307 34 3,7 2,3 4,8 4,5 31
TOASO 229,60 330,00 44% BUY 3.825 24 950 33 6,6 52 3,0 57 4,6 2,7
TSKB 7,51 11,00 46% BUY 701 39 406 14 2,2 2,2 1,9 0,7 0,7 0,5
TTKOM 28,56 45,90 61% BUY 3.330 13 1.123 39 10,0 8,5 51 4,5 3,5 2,8
TTRAK 702,00 890,00 27% HOLD 2.340 24 429 15 6,1 8,3 7,0 4,3 6,5 5,4
TUPRS 139,70 195,00 40% HOLD 8.968 49 3.947 138 4,5 4,9 3,9 2,1 2,8 2,2
TURSG 44,68 62,00 39% BUY 1.729 18 203 7 3,7 4,5 3,6 1,9 2,3 1,6
ULKER 79,90 110,00 38% HOLD 983 39 645 23 7,4 6,6 51 4,1 4,1 3,5
UNLU 16,56 23,00 39% HOLD 97 34 23 1 57 4,4 3,1 1,8 1,6 1,1
VAKBN 14,79 18,00 22% HOLD 4.886 6 961 33 4,2 4,9 3,2 0,7 0,8 0,6

Source: Company Financials, YKY Research, *as of Jan 12, 2024 closing price

3) Changes in Our Target Prices and Recommendations
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Recommendations

NEW

Target Price

NEW

Jan 16, 2024 - Equity Outlook

AEFES
AGESA
AGHOL
AKBNK
AKGRT
AKSEN
ALARK
ALBRK
ANHYT
ARCLK
ASELS
AYGAZ
BIMAS
CCOLA
ENKAI
EREGL
FROTO
GARAN
HALKB
ISCTR
KRDMD
MAVI
MGROS
OTKAR
PETKM
PGSUS
SOKM
TAVHL
TCELL
THYAO
TOASO
TSKB
TTKOM
TTRAK
TUPRS
TURSG
ULKER
UNLU
VAKBN

BUY
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BUY
BUY
BUY
*
BUY
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*
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BUY
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*
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*
HOLD
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BUY
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HOLD
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BUY

HOLD
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67,0
304,0
45,0
8,2

105,7
47
46,0

210,0
485,0

1.340,0

68,0
15,5
29,5
85,0
480,0

630,0
48,0
165,0

360,0

434,0
9,8

49,0

23,0
19,5

190,0
70,0
330,0
58,0
8,2
55,0
140,0
4,9
55,0
185,0
60,0
170,0
510,0
690,0
49,2
55,0
1.220,0
89,0
15,0
34,0
40,0
190,0
580,0
600,0
25,0
1.000,0
87,6
180,0
88,8
400,0
330,0
11,0
45,9
890,0
195,0
62,0
110,0
23,0
18,0

DD DDDDD

> DEDE

2E€ED DD

27%
4%
9%

29%
0%

n.m.

32%
4%

20%

n.m.

n.m.

n.m.

143%

42%

n.m.

n.m.

-9%

31%

-3%

15%

n.m.

124%

21%

n.m.

n.m.

59%

83%
9%

n.m.

11%

-24%

12%

n.m.

n.m.

n.m.

27%

n.m.
0%

-8%

* Transfer of Coverage ** Initiation of Coverage
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4)Estimate Changes in Our Coverage

Net Sales EBITDA Net Income

(L) 2023E 2024E 2023E 2024E 2023E 2024E
Banks -5% -11%
Insurance -6% 17%
Investment -8% -3%
Non-Financial 5% 5%
AKBNK -1% -11%
GARAN -1% -5%
HALKB -19% -36%
ISCTR -4% -9%
VAKBN -6% -24%
ALBRK 6% 8%
TSKB -2% 11%
AKGRT -37% -7%
ANHYT -4% 1%
AGESA -6% 7%
TURSG -2% 30%
UNLU -8% -3%
AEFES 0% 4% 0% 0% 5% -1%
AGHOL 1% 4% 1% -5% 15% 7%
AKSEN 7% 52% -11% -4% 13% 15%
ALARK -9% 16% 16% 34%
ARCLK 1% 19% 0% 14% | -20% | -44% |
ASELS 25% 42% 35% 51%
AYGAZ 2% 17% -35% -37% 49% 50%
BIMAS 2% 18% 6% 14% 2% 20%
CCOLA 0% 7% 3% 9% -1% 4%
ENKAI -2% 30% -12% 19% 2% 34%
EREGL -11% 7% -13% -1% n.m. -22%
FROTO -11% -7% -71% -6% -6% -9%
KRDMD 11% 29% -35%
MAVI 47%
MGROS 36%
OTKAR -2%
PETKM 5% -3%
PGSUS 0% 30% -3% 18% -23% -35%
SOKM 1% 23% -4% 2% 30% 15%
TAVHL 15% 53% 14% 45%
TCELL 14% 44% 21% 44% 53% 52%
THYAO -1% 6% -3% 4% 10% -2%
TOASO 3% | 28% | 2% | -18% | 6%  -14%
TTKOM 22% 65% 7% 44% -8% -10%
TTRAK
TUPRS 19% 32% 24% 44% 14% 37%
ULKER 17% 44% n.m.
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Net Sales EBITDA Net Income
2023E  2024E 2025  2023E  2024E 2025  2023E  2024E  2025E
Banks 17%  17%  55%
Insurance 270% 68% 28%
Investment 54% 59% 44%
Non-Financial| 54%  59%  36% | 54%  49%  39% | 45%  39%  42%
AKBNK 8% 15%  49%
GARAN 41%  15%  61%
HALKB -33%  13% | 104% |
ISCTR 13%  21%  54%
VAKBN 10%  15%  50%
ALBRK 133% 5% 48%
TSKB 78%  30%  19%
AKGRT n.m. 132% 54%
ANHYT 92%  38% | 21%
AGESA 55%  47%  31%
TURSG nm 7%  26%
UNLU 54%  59%  44%
AEFES 65%  63%  33% | 81%  54%  32% | 169% | 46%  39%
AGHOL 85%  61%  32% | 94%  45% = 34% | 144% @ 47% = 45%
AKSEN 66% | 26% | 11% = 42% | 20% | 3% = 33% = 24%
ALARK 18%  52%  28% | -1% @ 41% 16%  27%  26%
ARCLK 54%  52% = 35% | 82%  53%  33% | 2% @ 43%  55%
ASELS 78%  63%  34% | 69%  60%  32% | 66%  28% | 1%
AYGAZ 35%  40%  26% | 180%  15% = 27% | 12% 8% 25%
BIMAS 80%  68%  35% | 70%  63%  36% | 39%  66%  40%
CCOLA 72%  64%  33% | 89%  63%  33% | 96%  64%  41%
ENKA 30%  67%  43% | 18% = 75%  48% | nm.  70%  36%
EREGL 200  45% @ 34% 550 [N69% | n.m. nm  55%
FROTO 94%  69%  41% | 91%  41%  39%% | 88%  25%  39%
KRDMD 38%  49%  29% | 32% = 66%  39%% | -15%  110%  53%
MAVI 89%  61%  30% | 92% = 49%  28% | 93%  37% | 19%
MGROS 96% = 73% @ 40% | 70%  68%  42% | 121% @ 42%  38%
OTKAR  [WM8796 73%  33% | 174% 114%  37% | 10% 40%
PETKM 5%  58%  29% 55% 122% | 44%
PGSUS 68% | 72% = 44% | 60% = 63%  44% | 25% = 52%  47%
SOKM 80%  67%  38% | 60%  57%  38% | 59%  27%  37%
TAVHL 91% | 71%  44% | 85%  76%  50% 33%  60%
TCELL 73%  60%  33% | 81%  55%  32% | 51%  54%  32%
THYAO 50%  65%  38% | 45%  51% | 51% | 62% = 22%  62%
TOASO 53% 520  41% 100%  30%  70%
TTKOM 69% 2%  73% 76%  61%  67%
TTRAK 116% 19%
TUPRS 19% 27%
ULKER 63% 29%
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6) YKY Dividend Estimates

2024E Div 2025E Div 2024E Div.  2025E Div

Ticker Yield (%)  Yield (%) Ticker — Vield (%) Yield (%)
TTRAK 11,4% 9,6% UNLU 3,6% 6,8%
TUPRS 11,1% 13,4% TSKB 3,4% 4,5%
FROTO 9,3% 14,6% AKSEN 3,3% 5,2%
TOASO 9,0% 17,4% BIMAS 2.8% 4,6%
ANHYT 6,2% 10,6% KRDMD 2,7% 5,7%
MAVI 5,5% 7.5% TCELL 2.5% 3,7%
AEFES 5,1% 7,4% ENKAI 2,4% 3,1%
GARAN 4,3% 5,00 ALARK 2.4% 3,0%
AYGAZ 4,3% 4,7% CCOLA 1,4% 2.5%
AKBNK 4,3% 5,0% ARCLK 0,9% 1,4%
MGROS 4,2% 5,9% AGHOL 0,9% 1,1%
SOKM 4,0% 5,1% ASELS 0,4% 0,4%
ISCTR 4,0% 6,5% AKGRT 0,0% 6,8%
AGESA 3,9% 7.7% EREGL 0,0% 2.4%
TURSG 3,8% 8,9%

20%

18%

16%

14%

12%

10%

8%

8%

4%

2%

0% v < o ﬂ
RN EEN s 2z 50 38z9082 g5 S%39p o
SR RRRERERERER AR R RN RN

m2024E Div Yield (%) 2025E Div Yield (%)
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7) Inflation Accounting

'‘Capital Markets Board' (SPK) did the opposite of BDDK and SEDDK by announcing that
companies subject to its financial reporting regulations must make a TMS29 restatement. The
SPK also extended the notification period of companies' year-end financial statements by 10
weeks and granted an additional 6 weeks for the subsequent quarterly financials. Thus, the final
announcement date of 4Q23 consolidated financials for listed companies is now May 20. Yet,
banks, insurance companies, and other financial institutions that are exempted from inflation
accounting will still announce their financials by March 11 at the latest.

All in all, inflation accounting is now about to be implemented for most BIST companies with
certain exceptions, starting with their end-2023 financials, necessitating the restatement of 2021
and 2022 financials as well.

What is inflation accounting (TMS29), and how is it implemented?

TMS29, also known as the ‘inflation accounting' practice, at its core, is an attempt to decompose
the effects of high inflation on financial statements and to restate assets and liabilities to reflect
their current purchasing power. High inflation reduces the usefulness of financial statements in
reflecting the actual financial position of companies and makes it difficult to make meaningful
comparisons of financial performance between periods. Furthermore, high inflation creates the
risk of a real erosion of corporate equity through taxation of non-real earnings and/or dividend
distribution. Therefore, the standard seeks to account for the adverse impact of high inflation on
financials.

There is more than one method for calculating the effect of inflation on financial statements
prepared under the historical cost convention. However, the method employed by TMS29
involves a "restatement using a general price index", namely CPI. This method, in essence,
distinguishes between "monetary" and "non-monetary" items in a company's financial statements
and adjusts "non-monetary" items to their current purchasing power using a general price index.

Under TMS29,

= All balance sheet items will be separated into "monetary" and "non-monetary," and only
"non-monetary" assets and liabilities will be subject to restatement and indexation.

o Monetary items, the main examples of which are cash and cash equivalents,
trade receivables, trade payables, and bank loans, are not subject to adjustment
because it is assumed that they reflect the current purchasing power at the end
of the period.

o Yet, non-monetary items, such as inventories, fixed assets, and deferred income,
measured mostly at historical cost, are not considered to reflect current
purchasing power and are restated by indexation.

o Equity is assumed to be non-monetary and thus indexed under inflation
adjustment

= Allincome statement items are assumed to be monetary and are restated by indexation.
Other than various income statement items, particularly 'cost of goods sold' and
'depreciation,' whose end-of-period values depend on balance sheet items, all others will
be indexed to the period-end index based on the index of the month in which they accrue.

= Indexation is simply the reflection of the index difference between two dates, which is
called the "inflation factor." For example, a fixed asset purchased or revenues generated
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amounting to, say TL500, on April 2023 when CPIl was 1,300 will be restated on
December 2023 financials as TL715, reflecting the increase in CPI in the same period
(Dec’23 CPI/ Mar'23 CPI * 500 = 1,859/ 1,300 * TL500 = TL715).

m After indexing (i) non-monetary assets, (ii) non-monetary liabilities, and (iii) income
statement items, companies will define the amount that balances these three quantities
in a way that ensures balance sheet equality. That balancing amount, which is called
"monetary loss (gain)," will be disclosed in the income statement separately as a single
line item. Thus, company equity will increase (decrease) according to the monetary loss
(gain) level. In our above example, the difference between original balance and the
indexed balance, TL215 (= TL715 — TL500) is named as “monetary gain”.

Don't confuse it with tax-based inflation accounting

Our above comments concern inflation accounting according to TMS29/TFRS25, a replication of
IAS29/IFRS25. Yet, there is another inflation adjustment in tax purposes financials prepared per
Tax Procedure Law (VUK). Although both TMS29 and VUK approach to inflation with similar
methodology, they are two separate and independent processes relying on different techniques.

The key technical differences we identify between the two are that CPI is taken as a general index
in TMS29, and all financial statements (balance sheet & income table) are to be stated. In
contrast, VUK relies on PPl as a general index, requiring only balance sheet restatement.
Therefore, both practices will produce quite different results, especially considering the
cumulative gap between CPI and PPI since 2004, the last time inflation accounting was
implemented.

While inflation accounting under TMS29 was ultimately a restatement, resulting in no cash outlay
as all other accounting practices, inflation accounting under VUK is not because monetary loss
(gain) is subject to taxation. Thus, those companies that recognized monetary losses (gains) in
tax law-based inflation accounting would pay lower (higher) taxes than they would be paying
under no-adjusted financials. On the other hand, even though banks, insurance companies, and
other financial companies will adjust their tax-purpose financials, the resulting monetary losses
would not be considered as losses in their tax-calculation according to a legislation change which
aims to prevent potential tax losses for the Treasury, in our view.

In what ways inflation accounting will impact financials?

Due to the indexation technique, inflation accounting will lead to different adjustment results for
each company. Thus, with the available data, making company-specific exact calculations are
impossible. Yet, once the mechanism is understood, drawing general and broad conclusions and
making relative comparisons between companies about the potential impact are still possible to
a certain extent.

From our understanding, the magnitude of inflation adjustment (i.e., how much-restated financials
would deviate from current ones) would depend on three main factors.

1) The size of the company's net monetary position

Companies with a 'Net Monetary Position" will record 'monetary losses' while companies with a
‘Net Non-Monetary Position' will record 'monetary gains'. In other words, the higher an asset's
(liability) accounting value differs from its indexed value, the higher the company's recognized
monetary gain (losses).

Accordingly, those companies financing their non-monetary assets with monetary liabilities, such
as bank loans or trade payables, will post monetary gains. On the other hand, those companies
which are in net monetary position, such as banks, will recognize monetary losses due to IAS 29
era.
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2) How rapidly it depletes its inventory

The higher a company's inventory turnover (i.e., sells its inventories in a shorter period) is, the
closer its accounting balances are to their market values (current purchasing power). So, the
inflationary impact on such companies is lower than on those working with long inventory days.

Consequently, once TMS29 is implemented, companies with short inventory holding periods
would record a lower monetary gain than those with longer duration. On the other hand, the
erosion in the latter's gross margin in post-IAS29 than current would be higher. In contrast, all
else being equal, companies with high inventory turnover (short days-in inventories) will record a
lower monetary gain and their gross margin will be relatively less impacted from 1AS29.

3) How large and yet to be depreciated the fixed assets are

Fixed assets are many companies' most influential non-monetary items and the most decisive
ones regarding monetary losses (gains) in inflation accounting. On the one hand, their
restatement can trigger a monetary gain, while on the other, it translates into higher depreciation
expenses and lower profitability, thus taxes. Therefore, the older and larger a company's un-
depreciated fixed assets are, the greater the monetary gain it will recognize and the depreciation
it will expense.

The effectiveness of inflation accounting is limited but better than current

We note that IAS29 is, after all, an accounting restatement that would not alter the company's
cash balances or change the extent to which inflation harms or benefits a company in reality, but
only the presentation of the financial statements. Yet, we still welcome the implementation of the
TMS29 because we believe that financial statements, our primary source in understanding the
economic profitability and cash generation capabilities of companies, will serve this purpose
better than today's practice. In other words, all accounting-based valuation metrics or ratios, such
as ROE and ROIC, are highly distorted under the current practice, yielding incomparably different
results from those of previous years.

The effectiveness of inflation accounting is limited and should be, given that it is based on a single
and general price index, which is, by definition, an average. Therefore, since it would not be
possible for an average index to reflect each company's specific situation exactly, it would not be
correct to expect that a standardized adjustment based on a single index would provide the same
efficiency for each company. However, this does not change the fact that, in any case, inflation-
adjusted financial statements will perform their function better than the scenario in which no
adjustment is made.

Lastly, we perceive the exclusion of banks, insurance companies, and certain other financial
institutions from inflation and their different treatment according to Tax Law as negative for them.
This is because, unlike 1AS29, simply an accounting restatement that might only be indirectly
related to companies' valuation, VUK-based inflation accounting directly affects companies'
valuation by changing the cash outlay.

How will our coverage be impacted?

As mentioned earlier, insufficient data is currently available to calculate the company-specific
impact of inflation accounting. However, we endeavor to form an opinion on the direction of the
effect and relative ranking. To do such analysis,

- We rely on the aforementioned core questions, which focus on (i) the size of the 'Net
Monetary Paosition,’ (ii) Inventory Turnover Days, and (iii) the Size and Undepreciated part
of Fixed Assets.
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- Additionally, we examine the past six years' financials and focus on the development of
the key-accounting-based metrics of (i) ROE, (i) Asset Turnover, and (iii) Gross
Profitability to highlight the sizeable deviations from historical levels as a sign of
inflationary impact. Although such analysis is hypothetical and the actual results may
vary, we believe that, at the core, the approach still provides an understanding of the
mechanism.

o Net Monetary Position

Companies whose liabilities (assets) are mostly monetary (non-monetary) in nature
are expected to record monetary gains after IAS29 restatement.

According to our calculation over end-Sep’23 amd end-Dec’22 financials, we expect
the highest inflationary monetary gains to be recorded by food retailers (SOKM,
MGROS and BIMAS) thanks to their largest negative net monetary positions,. On the
other hand, we expect companies such as ASELS and ALARK, which finance their
assets mostly with their equity and have a net monetary position, to record an inflation
adjustment loss.

Net Monetary Position of Companies Under Our Coverage (*)

AEFES AKSEN ALARK ARCLK ASELS AYGAZ BIMAS CCOLA FROTO KARDM
Sep'23 Dec'22 Sep'23 Dec'22 Sep'23 Dec'22 Sep'23 Dec'22 Sep'23 Dec'22 Sep'23 Dec'22 Sep'23 Dec'22 Sep'23 Dec'22 Sep'23 Dec'22 Sep'23 Dec'

Monetary Assets 29% "38% 54% "51% 49% " 50%

Non-Monetary Assets 61% "62% 46% " 49% 51% " 50%

Monetary Liabilities 58% 57% 41% @ 43% 45% " 53% 45% 449

Non-Monetary Liabilities 42% "43% 59% " 57% 55% " 47% 55% 569

Net Monetary Position (Avg) -24% -9% 12% -29% -1% -37% -21% -26% -12%
MAVI MGROS OTKAR SOKM TCELL TOASO TTKOM TTRAK TUPRS ULKER

Sep'23 Dec'22 Sep'23 Dec'22 Sep'23 Dec'22 Sep'23 Dec'22 Sep'23 Dec'22
Monetary Assets 55% " 54% 36%  32% 54% ' 56% 58% " 54%
Non-Monetary Assets 45% "46% 64% "68% 46% ' 44% 42% " 46%
Monetary Liabilities
Non-Monetary Liabilities
Net Monetary Position (Avg) -8% -52% -24%

Sep'23 Dec'22 Sep'23 Dec'22 Sep'23 Dec'22 Sep'23 Dec'22 Sep'23 Dect:
42% " 37% "61% 61% “55% 64% 639
58% ' 63% "39% 39% "45% 36% 379

63% ' 72%
37%  28%
-14% 14% -31% -4% 8% -15%

Source: Rasyonet, YKY Research (*) EREGL, PETKM, PGSUS, TAVHL, THYAO are not included because these companies would not implement IAS
29 as their functional currency is not TL, but either USD or EUR

o Inventory Turnover

Companies that turn their inventories into income in a shorter period are expected to
post relatively limited monetary gains whereas the erosion in the their gross margin
after the restatement would also be relatively lower. This is because, the lower the
days in inventories, the closer the carrying values of inventories to their market
values. In the opposite case, companies that sell their stocks for extended periods
are expected to report a higher monetary gain after adjustment but also a lower gross
profitability.

We expect that the companies whose gross profit margins will decrease the most in
the adjusted financial statements compared to before the correction are ASELS,
OTKAR, ARCLK, MAVI and KRDMD whereas the erosion in the headline gross
profitability of TOASO, FROTO, TUPRS, BIMAS and SOKM would likely to be
relatively lower than the rest.
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Inventory Turnover (Days) of Companies Under Our Coverage (*)
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Source: Rasyonet, YKY Research (*) EREGL, PETKM, PGSUS, TAVHL, THYAO are not included because these companies would not implement IAS 29
as their functional currency is not TL, but either USD or EUR

o Level of undepreciated fixed assets

Fixed Assets are most of the times the largest non-monetary item that influences the
outcome of indexation the most. Therefore, the older and larger a company's
undepreciated fixed assets are and the more these assets are financed by external
sources, the greater the monetary gain that company will recognize. Yet, it should be
noted that since the last inflation adjustment was made in 2004, the indexation date
can go back to 2004 at most.

Meanwhile, "accumulated depreciations", which are non-monetary liabilities, will also
be indexed, depreciated assets will not have an inflation adjustment effect. However,
since companies will recalculate depreciation and amortization based on indexed
values, we expect depreciation expenses of those companies with a high proportion
of fixed assets should increase and reduce the profitability in the income statement.

Based on our analysis, focusing only on property, plant, equipment (i.e. no intangibles
and/or right of use asset), we would expect AKSEN, BIMAS, SOKM, KARDM,
CCOLA to post relatively larger monetary gains thanks to higher stake of fixed assets
in their total assets and that lower portion of their fixed assets have been depreciated.
These companies’ would also recognize higher depreciation expenses than they
would have if there was no re-statement. On the other hand, TOASO, AYGAZ,
TTRAK, MAVI and OTKAR will recognize relatively weaker monetary gains then the
rest.
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Fixed Assets % of Total Assets of Companies Under Our Coverage
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® AKSEN:; 65%
60%
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40% * CCOLA; 41%
® TCELL; 38%

AKSEN
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AYGAZ
BIMAS

CCOLA
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KARDM

How much depreciated? Fixed Assets / Total Assets
28%
46% 20%

® KARDM: 35% MAVI

0%, o SOKM: 32% MGROS 265% 2%
o FROTOMEROS: 28% ggmn 24% 13%

20% —— o OCRBRMS0g0% TCELL

+ 1% AseLs: 15% . ToAso
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© AYGAZ T% TOASO: 6% | qyps 15%
0% ULKER 13% 19%
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Source: Rasyonet, YKY Research (*) EREGL, PETKM, PGSUS, TAVHL, THYAO are not included because these companies would not implement IAS 29
as their functional currency is not TL, but either USD or EUR

o Checking recent past to assess the potential impact.

In our effort to understand the potential impact of IAS29 and how companies under
our coverage will relatively be impacted, we find it useful to check their historical
financials after hyperinflation has started to emerge, say end-2021.

Our assumption is that those companies whose margins or accounting based return
metrics have deviated the most from historical trends after hyperinflation kicked off
are also the most likely candidates that will be impacted from inflation accounting the
most. While this is a loose assumption, factoring out company specific events that
might have influence such changes in the financials, it is still a reasonable approach
at aggreagate level in ranking companies, in our view.

We checked three accounting based returns, namely ROE, ROIC and Asset Turnover
since 2017, based fully on headline accounting numbers with no additional
assumption. This is because the denominator of all these returns are balance sheet
items (equity, invested capital, assets), or stock data while their numerators are flow
data, we are expecting to see an expansion in those companies’ returns which are
likely to recognize greater monetary gains after IAS29. In order to do this, we indexed
the chages to 2017 and calculate how each metric evolve in the last three years
compared to previous three years.
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Likely candidates to be effected the most from IAS 29 based on latest trende in financials

2017 2018 2019 2020 2021 2022 2023
AEFES
ccoLA
ALARK
TTRAK
TOASO
MAVI
AYGAZ
TUPRS
TCELL
MGROS
FROTO
PGSUS
AKSEN
TTKOM
ASELS
OTKAR
BIMAS
TAVHL 100
Enkal [0
KARDM 100
ARCLK 100
ULKER 100

PETKM 00

EREGL = 100

Asset Turnover

2017 2018 2019 2020 2021 2022 2023

THYAO 100 428

AKSEN 00702 25

EREGL = 100 103

ROIC
2017/1018/1019/1.020/1021/1022/1023/0
AEFES | 1000058 482 343 365 673

CCOLA 321 349
ALARK 134 228
TOASO 114 118
MGROS 100 58 -63

AYGAZ 100 38 48.

TUPRS 100 &7 9
120

TCELL | 100
OTKAR 126 192

MAVI 100 &3 47
FROTO
TTKOM 100
ASELS 103

PGSUS 100 &7 497 -b8
KARDM 100 269 263 119
ARCLK 100/ 79 130 120 109

ENKAI 47 9 90 73 96
AKSEN 100 89
BIMAS | 100 100 4]
TAVHL 100 133 78

ULKER 100 86
PETKM (4000 35 32
EREGL 100 105 &1 41

In all of these three metrics, the denominator is a balance sheet item which are followed with their historical values. Thus at
times of hyperinflation, their accounting values might greatly vary from market values while the impact should be relatively
limited on flow data (income). Thus, an expansion might be associated with inflationary dynamics if the deviation from pre-

2021 level is significant.

Rather than checking the absolute numbers, we indexed all years’ data to 2017 and then, rank the companies depending

on how far they are from starting point.

Consequently, one might expect those companies at the top to recognize larger monetary gains after IAS29 adjustment.

Although such rough calculation naturally inherits risk of overlooking other more influencing factors, we believe it still

provides an idea, at least from a relative perspective within companies.

Accordingly, based fully on headline accounting numbers, among companies under our coverage, we would expect AEFES,
CCOLA, ALARK, TTRAK, TOASO, MGROS and MAVI as the most likely candidates in our coverage whose restated values

will deviate the most from the current ones after IAS29..

Source: Rasyonet, YKY Research (*)these companies would not implement IAS 29 as their functional currency is not TL, but either USD or EUR
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Banks - Visible Outlook & Attractive Multiples

We expect CPI to decline to the 40%-45% range at YE24. We foresee the Central Bank keeping the policy rate stable
at 45% until September and commence an easing cycle as of 4Q24. We project gradual NIM expansion in 2024 thanks
to core-spread expansion. We foresee banks' TL loan-deposit spreads significantly recovering post 1Q24. We estimate
TL deposit costs hovering around 45%-50% levels until September. Banks' TL duration mismatches have visibly
declined in 2023 as banks have preferred to lend at short-terms amid regulatory and macroeconomic uncertainties,
especially during 1H23. Hence, private banks currently prefer to lend at current high interest rate levels which should
support margins going forward.

We observed 54% total loan growth in 2023. TL loans expanded by 54% while FC loans declined -3% in $ terms. TL
loan growth was buoyant mainly on the commercial side (+45%) and credit cards (+160%), while consumer lending
was relatively weaker with growth of 40%. Consumer lending has slowed sharply since mid-2023 as the Central Bank
introduced monetary tightening to control domestic demand. We foresee TL lending growth of ¢.35% in 2024, below
the average CPI of ¢.55%. We expect TL loan growth to be driven by TL commercial loans and credit cards. We pencil
in ¢.70% fee growth and ¢.60% operating expense growth.

For asset quality, we anticipate that banks have prudent provisioning buffers; including both loan loss provisions and
free provisions. Hence, we pencil in a flattish cost of risk while expecting NPL inflows to accelerate due to the
anticipated economic slowdown. Note that banks have already booked large provisions between 2018 and 2023, and
we expect no major deterioration in provisions and cost of risks. Banks may release some of the excess provisions
during 1Q24 to mitigate quarterly volatility in earnings.

With this report, we fine-tune our estimates based on our latest macro scenario. We now foresee 17% EPS expansion
for our Tier-1 private banks coverage in 2024 (vs. +20% y/y growth in 2023E). Based on our forecasts, 3 Tier-1 private
banks under our coverage trade at 2024E P/B and P/E of 0.85x and 3x, respectively, with an expected 2023 ROE of
32% (vs. 37% in 2023E). We continue to favor private names, including AKBNK, GARAN, ISCTR, and TSKB, all of
which we have a BUY rating on. The Bloomberg consensus 12M forward P/B and P/E estimates for the XBANK are
at 0.6x and 2.4x, respectively. The P/B multiple indicates a ¢.30% discount to MSCI EM banks.

Catalysts:

= Gradual opening of swap lines which could accelerate foreign flows

s Turkey’s sovereign credit outlook & rating upgrades

= Depending on forward CPIl expectations, if policy rate cuts are executed as of 4Q24 (in line with market
expectations), banks' earnings will soar in 2025

Risks:

= Unorthodox policies

= Earlier-than-expected rate cuts

= Political/geopolitical risks

= New adverse regulations which could pressurize banks' earnings

Exhibit 1: XBANK ve EM Banks (12m fwd P/B discount) Exhibit 2: XBANK vs Selected EM Banks (2024E)
XBANK disc ount to EM Banks ——XBANK - P/B [right axis)
== EM Banks - P /B [rig ht axis) @Turkey Poland India @S5. Africa Brazil EM Banks

5% 14 30%
S0 Le 25% L]
10
40% 20%
0.8
o
30% 8 1585 [ ]
0.6

0% 10%
0.4

10%
0% 0.0 0%

2016 2017 2mlE  enld  eoen 2021 P0RE  PORRE  20R4E 0.0 05 10 iR 15 20 25

Source: Bloomberg Source: Bloomberg
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Exhibit 3: Banking Sector TL Loan & Deposit Rates Exhibit 4: Banking Sector TL Loan-Deposit Spreads (last 4 week avg)
Mortgage General Purpose Loans P === Commercial Spread 4wavy — ====Consumer Spread 4wavg
5% =T Commercial Loan Rate =T 1-3meonth deposit rate 20% |
= (entral Bank Policy Rate 15% -
B65% 10% -
55% 5% -
45% 0%
5% -
35%
-10%
25% 159 4
15% -20%
5% —————— : ——— 'i:'
b e '9 g by "" o 'E’\ o g 'l? i 1:" & - _— o @ o o J— ] m oo -
$ o @@wmﬁﬁﬁﬁ @ﬁm@‘ﬁ“ fii:rracrariiiigiiid
q [} o q o @ q L ) _q o @ q L ) q o o q
=0 = w = 0 = w = 0 = 0
Source: Central Bank Source: Central Bank
Exhibit 5: TL Loan Growth Exhibit 6: Turkiye CDS vs Banking Sector Index (in $)
— T COMPANy s General PUMPOSe LOANS s 0Q3ge — e—Cards
200% ——CDS (bps) ——XBANK - USD inverted (right axis)
150%
100% \
50%
0%
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sESiiTfTiTeiiiiiiine : o
5238523852358 23883823¢85 fz2z2z2z22:283858555:38888888883
5 F35553E58838 5535553588385
Source: Central Bank Source: Bloomberg
Exhibit 7: Cash Coverage Ratio Exhibit 8: Total NPL Coverage Ratio
10%
=2022 =3Q23
oo 12022 m3Q23 350% 316%
o 00 252%
245%
7% 950% 242%
6%
5% 200% 158% 178%
404, 150%
3% 100%
2% 50%
1%
% 0%
AKBNK 1SCTR HALKB AKEN TaKE ALBRK AKBNEK GARAN ISCTR HALKB WVAKBN TSKB ALBRK
Source: YKY Research, Company Financials Source: YKY Research, Company Financials
Exhibit 9: Free Provisions Exhibit 10: ROE & ROA & Leverage (2023E)
Free Provisions (mn TL)  *% of tofal equity {right axis) WROA EWROE eleverage (rightaxs)
= 000 i 50% 185 20
' P 45% 171 43% . 13
7 000 . 155
: o | 5% 40% . 1
5,000 5% 30— 14
5,000 20% 30% 12
4,000 15% 25% o
20% g
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1,000 1% 12‘5 & 0% . - 5% 17 2
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AKBNK GARAN ISCTR HALKB VAKBN TSKB ALBRK AKBMK ~GARAN ISCTR  HALKB  VAKBN  TSKB  ALBRK
Source: YKY Research, Company Financials Source: YKY Research, Company Financials
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Turkish banks, insurance & pension companies and NPL management companies will not implement
inflation accounting in 2024. If inflation accounting had been implemented, banks’ net profits and ROEs would
decline substantially while their total equity would slightly rise. Hence, P/E’s would increase to ¢.5x-6x (vs 3x
currently) while their P/Bs would slightly decline. The government aimed to maximize tax revenues from these
institutions by exempting them from inflation accounting in 2024. These institutions will implement inflation
accounting starting from 1 January 2025.

Table 1: Impact of Inflation Accounting on Banks

AKBNK GARAN ISCTR TSKB
Incld. Excld. Incld. Excld. Excld. Incld. Excld.
Inflation Inflation Inflation Inflation Incld. Inflation Inflation Inflation Inflation
31 December 2022 [bnTL] Accounting  Accounting A ing A ing A ing  Accounting Accounting  Accounting
Net Profit 21 60 15 59 48 62 04 4
Equity 157 154 162 153 291 191 14 13
ROE 14% 52% 10% 50% 18% q4% 3% 41%

Table 2: YKY Banking Estimates

Tier-1 Private

Tier-1 Avg (AKBNK,
Solo Financials - mn TL AKBNK GARAN ALBRK Average GARAN, ISCTR)
Current Share Price 43.26 67.80 25.96 12.95 14.79 7.51 3.98
Target Price 58.00 89.00 34.00 15.00 18.00 11.00 4.90
Upside 34% 31% 3% 16% 22% 46% 23%
Rating HOLD HOLD HOLD
Net Profit (bank only)
2021 12,126 13,514 13,468 1,508 4175 1,089 104
2022 60,024 58,509 61,537 14,754 24,017 4,065 1,365
2023E 64,929 82,389 69,418 9,954 26,351 7,228 3,181
2024E 74,487 94,530 84,341 11,226 30,187 9,414 3,325
2025E 110,752 152,244 130,199 22,876 45,307 11,238 4,931
YKY YoY Net Profit growth
2021 93% 17% 98% -42% -17% 49% -59% 66% 102%
2022 395% 333% 357% 879% 475% 272% 1208% 389% 360%
2023E 8% 41% 13% -33% 10% 78% 133% 16% 20%
2024E 15% 15% 21% 13% 15% 30% 5% 16% 17%
2025E 49% 61% 54% 104% 50% 19% 48% 57% 55%
P/E (x)
2021 25 29 1.9 7.9 35 3.7 23.0 3.8 24
2022 0.9 1.3 1.0 21 1.7 1.8 3.1 14 1.1
2023E 1.9 2.0 2.4 8.6 42 2.2 2.7 3.8 21
2024E 3.0 3.0 3.1 8.3 4.9 2.2 3.0 45 3.0
2025E 2.0 1.9 2.0 4.1 3.2 1.9 2.0 2.6 2.0
P/B (x)
2021 0.4 0.5 0.3 0.3 0.3 0.6 0.5 0.3 0.4
2022 0.4 0.5 0.3 0.4 0.4 0.6 0.5 04 0.4
2023E 0.6 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7
2024E 0.8 0.9 0.8 0.7 0.8 0.7 0.7 0.8 0.9
2025E 0.6 0.6 0.6 0.6 0.6 0.5 0.5 0.6 0.6
Dividend Yield
2021 0% 0% 0% 0% 0% 0% 0% 0% 0%
2022 1% 0% 1% 0% 0% 0% 0% 0% 1%
2023 4% 3% 4% 0% 0% 0% 0% 2% 4%
2024E 4% 4% 4% 0% 0% 3% 0% 3% 4%
2025E 5% 5% 6% 0% 0% 4% 0% 3% 5%
ROE
2020 1% 11% 1% 7% 13% 12% 6% 10% 1%
2021 17% 19% 17% 3% 8% 17% 2% 13% 18%
2022 52% 50% 44% 22% 30% 1% 21% 40% 49%
2023E 36% 42% 32% 9% 19% 43% 32% 28% 37%
2024E 32% 34% 31% 9% 17% 37% 25% 24% 32%
2025E 35% 39% 35% 16% 21% 32% 28% 29% 36%

Source: YKY Research
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AKBANK

Robust capitalization & ROE generation

We have revised our 12M target share price for Akbank upwards
to TL58/sh. (TL45 prev.) and maintain our BUY recommendation.

Rating

Target Price

Upside (Dow nside)

Company Report
Tarkiye / Banks

Jan 16, 2024

BUY

TL58.00
34%

The upward revision to our TP was driven by better-than-expected S_hare Data
outlook for 2025 and onwards. Our TP offers a potential return of fieker ARBNICTITARBIICS
Close Price TL43.26

34%. The stock is currently trading at 2024E 0.8x P/B and 3x P/E Current MCap. (TL/US$ mn) 224.952 /7,494

based on our estimates. We foresee a 4% dividend yield from 2023 Number of Shares (mn) 5200

earnings. Akbank has been a member of our Model Portfolio since Free Float 2%

Sept '22 and provided a 58% relative return vs. the XU100. 3m Avg. Daily Tumover (TL/USS mn) SOV

= TL spreads to recover gradually in 2024 & CPl-linker Trading Range (High / Low) (TL)
contribution to decline: We foresee TL loan-deposit spreads 1-month 43.26/35.34
significantly recovering post 1Q24 yet lower CPI-linker contribution ;Zea’ 22'22;;?;‘
and higher swap costs should limit NIM expansion.

" Robust capital ratios & dividend pay-out capacity: Akbank Performance (TL) _Absolute Relative
operates with robust capital ratios of 19.7% and 16.5% without ;:Z:ﬁ: % ;i:ﬁllj: ;ZZ‘;
BRSA forbearanc.es. We pencil.ir.1 a 15%.dividend pay-out from 2023 - t 186%\[ | -
earnings, translating to a 4% dividend yield. o I 18% 1 6

* Proactive reserve accumulation: Akbank built up significant 60 - 1 130
reserves between 2018-2023 through i) hiking the coverage ratios
of its total loan portfolio, and ii) booking free provisions. The total 45 110
NPL coverage ratio reached 168% (vs. 127% at YE22). Akbank also 90
has free provision stock of TL1.4bn. Cash coverage stands at 3.7%. 30 o

= Attractive multiples: Akbank trades at 2024E 0.8x P/B and 3x P/E, 15
based on our estimates, with an expected 2024 ROE of 32% (36% >0
in 2023E). Based on our average 29% cost of equity assumption, 0 e e e 30
Akbank's 2024E P/B could reach 1x-1.1x, in our view. § g g g % g g g g g

" Main risks: i) Weaker-than-anticipated economic growth could lead
to asset quality deterioration beyond our expectations, ii) Regulatory
pressure on profitability

== Price (LHS) Rel. Perf. (RHS)

as of Jan 12, 2024

Relatives are against the BIST-100 Total Return Index

Bank Only Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Net Income 60,024  395% 64,929 8% 74487  15% 110752  49%

Book Value 153600  102% 203493  32% 268249  32% 367837  37% Oguzhan Vural
PIE (¥) 09 1.9 30 2.0 oguzhan.vural@ykyatirim.com.tr
P/BV (X) 0.4 0.6 0.8 0.6 +90 212 319 83 65
EPS (TL) 1154 12.49 14.32 21.30

Div. Yield (*) 3.2% 9.3% 43% 5.0%

ROAE 52.3% 36.4% 31.6% 34.8%

(*) yields are based on payment dates
Source: Company Financials, YKY Research
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TL min yoy growth
Income Statement 2021 2022 2023E 2024E 2025E 2021 2022 2023E 2024E 2025E
Net Interest income (NII) 22,835 76,872 63,966 120,817 156,789 17% 237% 7% 89% 30%
Net FX&derivatives income/(loss) 5,788 14,208 33,313 293 7616 nm 145% 134% -99%  2501%
FX & Derivatives adjusted NIl 28,623 91,080 97,279 121,109 164,405 55%  218% % 24% 36%
Trading income 661 852 3.100 0 0 64% 29% 264% nm nm
Net fees and commissions 5,233 10,316 30,900 54,645 85913 35% 97% 200% 7% 57%
Other operating income 2244 3.736 4,069 4819 5,845 63% 66% 9% 18% 21%
Total banking income 36,761 105,982 135,348 180,573 256,163 52% 188% 28% 33% 42%
Operating expenses 9,326 19,138 44,593 70375 100,083 21% 105% 133% 58% 42%
Pre-provision profit/(loss) 27,435 86,844 90,755 110,198 156,081 67% 217% 5% 21% 42%
Provisions expenses 12,931 10,690 15713 16,725 16,623 36% 7% a7% 6% 1%
Operating Income/(loss) 14,503 76,154 75,042 93,473 139,458 108% 425% A% 25% 49%
Dividend income 1,563 3,106 7610 12,937 18,758 63% 99% 145% 70% 45%
Pre-tax profit 16,066 79,260 82,652 106,410 158,216 102% 393% 4% 29% 49%
Tax 3,940 19,236 17.723 31,923 47,465 135% 388% -8% 80% 49%
Net income 12,126 60,024 64,929 74,487 110,752 93% 395% 8% 15% 49%
Cash and equivalents 143,362 160,592 334,352 451444 592,701 128% 12% 108% 35% 31%
Securities 153,074 266,161 452472 506,769 567,581 47% 74% 70% 12% 12%
Loans (net) 334,733 538,837 852,771 1,218,959 1,669,755 41% 61% 58% 43% 37%

Performing Loans 335603 543,443 862,620 1,220,242 1,671,275 42% 62% 59% 41% 37%

Non-performing Loans (gross) 17,763 16,907 17.908 25,650 30418 3% -5% 6% 43% 19%

Loan Loss Provisions 18,639 21,513 27,758 26,932 31,938 13% 15% 29% -3% 19%
Total assets 708,911 1,075,186 1,817,608 2,454,149 3,222,055 59% 52% 69% 35% 31%
Deposits 413,261 679,325 1,147,932 1,508,843 1,959,109 54% 64% 69% 3% 30%
Money market 61,007 54,030 81,045 113463 147,502 221% -11% 50% 40% 30%
Securities issued 29,542 22,440 23,786 26,640 29,837 54% -24% 6% 12% 12%
Borrowings 53,497 64,397 83,716 108,831 141480 48% 20% 30% 30% 30%
Subordinated loans 18,726 16,800 26,584 37.928 45514 179% -10% 58% 43% 20%
Shareholders' equity 75,955 153,600 203,493 268,249 367,837 21% 102% 32% 32% 37%

yoy A

Key ratios 2021 2022 2023E 2024E 2025E 2021 2022 2023E 2024E 2025E
ROE 17.5% 52.3% 36.4% 31.6% 34.8% 6.8% 34.8% -15.9% -4.8% 3.2%
ROA 21% 6.7% 4.5% 3.5% 3.9% 0.5% 4.6% -2.2% -1.0% 0.4%
NIm 4.7% 9.5% 4.9% 6.4% 6.3% -0.5% 4.8% -4.6% 1.4% -0.1%
Swap Adjusted NIM 3.3% 8.7% 4.7% 5.1% 5.7% -0.9% 5.5% -4.1% 0.5% 0.5%
Loan-deposit spread 6.0% 7.5% 3.1% 8.3% 10.0% -0.6% 1.6% -4.4% 5.2% 1.8%
TRY Loan Yield 14.2% 17.9% 20.7% 38.0% 32.3% 2.3% 3.7% 2.8% 17.3% -5.8%
TRY Deposit Cost 12.9% 13.9% 22.7% 35.0% 26.0% 5.5% 0.9% 8.8% 12.3% -9.0%
TRY Spread 1.3% 4.0% -2.0% 3.0% 6.3% -3.1% 2.8% -6.0% 5.0% 3.3%
FC Loan Yield 5.3% 6.1% 8.3% 9.3% 9.9% -0.7% 0.7% 22% 1.0% 0.6%
FC Deposit Cost 0.5% 1.1% 1.5% 1.9% 2.3% -0.3% 0.7% 0.4% 0.4% 0.4%
FC Spread 4.9% 5.0% 6.8% 7.4% 7.6% -0.5% 0.1% 1.8% 0.6% 0.2%
Yield on TRY Securities 17.4% 45.0% 34.9% 36.7% 22.9% 4.1% 27.6% -10.1% 18% -13.8%
Yield on FC Securities 4.1% 5.4% 5.9% 6.3% 6.5% 0.2% 1.2% 0.5% 0.5% 0.2%
Cost-to-income 24% 18% 31% 36% 36% -6.3% -6.8% 13.6% 5.2% 0.0%
Cost-to-assets 1.3% 1.8% 25% 29% 3.1% -0.4% 0.5% 0.7% 0.4% 0.2%
Effective tax rate 24.5% 24.3% 21.4% 30.0% 30.0% 3.4% -0.3% -2.8% 8.6% 0.0%
NPL ratio 5.0% 3.0% 2.0% 2.1% 1.8% -1.8% -2.0% -1.0% 0.0% -0.3%
Cost of risk (net) 1.1% 0.9% 1.7% 1.2% 0.8% -1.4% -0.2% 0.8% -0.5% -0.4%
Leverage (x) 9.3 7.0 89 9.1 88 22 -23 1.9 02 04
Free equity/equity 69% 73% 67% 62% 57% -4.1% 3.7% -5.7% -5.0% -4.9%
Loans-to-deposits 81% 80% 75% 81% 85% -6.7% -1.2% -4.9% 5.7% 4.4%
Loans-to-assets 47% 51% 47% 50% 52% -5.6% 3.2% -3.1% 23% 21%
Securities-to-assets 22% 25% 25% 21% 18% -1.7% 3.2% 0.1% -4.2% -3.0%

Source: YKY research estimates

Jan 16, 2024 — Akbank

Company Description

Akbank attracts deposits and offers retail and
corporate banking services. The Group offers
consumer  credits, credit cards, wealth
management, health and life insurance, pension
plans, risk management, project financing,
foreign trade and cash management services
through its branches in Turkey and overseas.

Catalysts: i) Better than expected GDP growth
could support asset quality, ii) Improvement in
forward CPI expectations

Risks: i) Weaker-than-anticipated economic
growth could lead to asset quality deterioration
beyond our expectations ii) Regulatory pressure
on profitability

Ownership Structure
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Fair valuation

We fine-tune our estimates and revise upwards our 12M target
share for Albaraka to TL4.9/sh. (TL4.7/sh prev.) and reiterate our
HOLD recommendation. Our 12M target price indicates 23%
upside. The stockis currently trading at 0.7x P/B and 3x P/E based
on our 2024 estimates, which we consider fair at an expected
2024E ROE of 25%.

" Asset quality buffers substantially strengthened in 2023: The
NPL coverage ratio reached 242%, while the bank has a TL2.8bn
free provision buffer, of which TL1bn was booked during the first
nine months of 2023. Hence, the total free provision stock has
reached c.25% of total equity, which should provide a significant
cushion going forward. The share of stage 2 loans in total is at
9.1%.

= CET-1 ratio still lags private banks: Albaraka's CAR and Core
Tier-1 ratios without BRSA forbearances are at ¢.15% and 9%,
respectively, as of 9M23. We incorporate no dividend pay-out
from 2023 earnings, given the weak CET-1 ratio. If we adjust for
free provisions, capital ratios would be ¢.250bps higher.

" ROE level substantially improved but does not justify
rerating: We foresee an ROE of 25% in 2024 (vs. 32% in 2023E).
We consider 2024 multiples fair.

" Main risks: i) Weaker-than-anticipated economic growth could
lead to asset quality deterioration beyond our expectations, ii)
regulatory actions, iii) earlier-than-expected rate cuts.

Bank Only Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Net Income 1,365 nm. 3,181 133% 3,325 5% 4,931 48%
Book Value 8,119 75% 11,878 46% 15,203 28% 20,133 32%
P/E (x) 3.1 2.7 3.0 2.0
P/BV () 0.5 0.7 0.7 0.5
EPS (TL) 0.55 1.27 1.33 1.97
Div. Yield (*) 0.0% 0.0% 0.0% 0.0%
ROAE 21.4% 31.8% 24.6% 27.9%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Rating

Target Price

Upside (Dow nside)

Share Data
Ticker

Close Price

Current MCap. (TL/US$ mn)

Number of Shares (mn)
Free Float

3m Avg. Daily Turnover (TL/US$ mn)

Company Report
Tarkiye / Banks

Jan 16, 2024

HOLD

TL4.90
23%

ALBRK.TI/ALBRK.IS
TL3.98

9,950/331

2500

38%

133.25/4.66

Trading Range (High / Low) (TL)

1-month
1-year
Ytd

Performance (TL)
1-month

3-month

1-year

Yid

5

4

4.04/3.60
4.66/2.31
3.98/3.72

Relative
-3%
-10%
-18%
-3%

7 140

Absolute
1% [

1 120
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1 40
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== Price (LHS)

as of Jan 12, 2024

Rel. Perf. (RHS)

Relatives are against the BIST-100 Total Return Index

Oguzhan Vural
oguzhan.vural@ykyatirim.com.tr

+90 212 319 83 65
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Income Statement 2021 2022 2023E 2024E 2025E 2021 2022 2023E 2024E 2025E
Net Interest income (NII) 1,693 5,382 6,701 9,834 11,293 1% 218% 25% 47% 15%
Net FX&derivatives income/(loss) 209 1,009 4,165 1,600 1,600 9% 382% 313% -62% 0%
FX & Derivatives adjusted NII 1,903 6,391 10,866 11,434 12,893 0% 236% 70% 5% 13%
Trading income -73 1.872 1,008 0 0 nm nm -46% nm nm
Net fees and commissions 406 645 2,145 3,630 5,379 T4% 59% 233% 69% 48%
Other operating income 1,143 1,658 1,446 1,858 2,694 103% 45% -13% 28% 45%
Total banking income 3,378 10,565 15,464 16,921 20,966 22% 213% 46% 9% 24%
Operating expenses 1,462 2234 4,598 7,604 10,931 16% 53% 106% 65% 44%
Pre-provision profit/(loss) 1,916 8,331 10,867 9,317 10,035 27% 335% 30% 14% 8%
Provisions expenses 1,835 6,017 6,005 4,568 2,092 55% 228% 0% -24% -35%
Operating Income/(loss) 81 2,314 4,862 4,749 7,044 -15%  2769% 110% -2% 48%
Dividend income 1 1 0 0 0 nm 38% nm nm nm
Pre-tax profit 81 2,315 4,862 4,749 7,044 -15%  2743% 110% -2% 48%
Tax -23 950 1,681 1,425 2113 nm nm 7% -15% 48%
Net income 104 1,365 3,181 3,325 4,931 -59%  1208% 133% 5% 48%
Balance Sheet
Cash and equivalents 31,795 32,205 58,014 78,167 100,673 91% 1% 80% 35% 29%
Securities 17,238 35,387 49,538 59,446 71,335 76% 105% 40% 20% 20%
Loans (net) 56,116 71,716 103,036 144,562 187,497 40% 28% 44% 40% 30%
Performing Loans 55,522 73128 105457 147210 188,553 39% 32% 44% 40% 28%
Non-performing Loans (gress) 3,783 1.468 1,863 2,942 3,520 85% -61% 27% 58% 20%
Loan Loss Provisions 3,189 2,880 4,284 5,590 4,577 T4% -10% 49% 30% -18%
Total assets 108,955 146,340 224,164 301,864 388,779 57% 34% 53% 35% 29%
Deposits 91,237 112,676 152,592 203,496 242,185 1% 23% 35% 33% 19%
Money market 1 7,818 0 0 0 -100% 589024% nm nm nm
Securities issued 0 0 0 0 0 nm nm nm nm nm
Borrowings 6,259 4412 7.942 8,339 8,756 -14% -30% 80% 5% 5%
Suboerdinated loans 3.119 4694 8.996 12,834 15,401 80% 50% 92% 43% 20%
Shar equity 4,627 8,119 11,878 15,203 20,133 14% 75% 46% 28% 32%
yoy A
Key ratios 2021 2022 2023E 2024E 2025E 2021 2022 2023E 2024E 2025E
ROAE 2.4% 21.4% 31.8% 24.6% 27.9% 41% 19.0% 10.4% -7.3% 3.4%
ROAA 0.1% 1.1% 1.7% 1.3% 1.4% -0.3% 1.0% 0.6% -0.5% 0.2%
NIM 2.1% 4.3% 3.8% 3.9% 3.5% -0.8% 2.2% -0.5% 0.1% -0.4%
Adjusted NIM 23% 6.6% 6.8% 4.6% 4.0% -1.1% 4.3% 0.2% -2.2% -0.6%
Loan-deposit spread 5.7% 8.1% 7.4% 7.8% 6.6% -0.1% 2.4% -0.6% 0.3% -1.1%
TRY Loan Yield 13.2% 19.3% 18.1% 31.5% 26.0% 2.5% 6.1% -1.2% 13.4% -5.5%
TRY Deposit Cost 9.2% 11.6% 11.9% 24.8% 21.0% 3.3% 2.4% 0.3% 12.9% -3.8%
TRY Spread 4.1% T.7% 6.2% 6.8% 5.0% -0.9% 3.7% -1.5% 0.6% -1.8%
FC Loan Yield 4.2% 4.3% 5.8% 6.6% 7.2% -0.9% 0.1% 1.5% 0.8% 0.6%
FC Deposit Cost 0.6% 0.4% 0.3% 0.6% 1.0% 0.1% -0.2% 0.0% 0.3% 0.4%
FC Spread 3.6% 3.9% 5.4% 5.9% 6.1% -1.0% 0.3% 1.5% 0.5% 0.2%
Yield on TRY Securities 1.2% 36.5% 15.7% 26.5% 21.0% 4.3% 253% -20.7% 10.8% -5.5%
Yield on FC Securities 3.7% 5.4% 5.4% 6.3% 7.1% 0.2% 1.6% 0.1% 0.9% 0.8%
Cost-to-income 43% 21% 30% 45% 52% 22%  -221% 8.6% 15.2% 72%
Effective tax rate -28.2% 41.0% 34.6% 30.0% 30.0% -49.5% 69.2% -6.5% -4.6% 0.0%
NPL ratio 6.4% 2.0% 1.7% 2.0% 1.8% 1.5% -4.4% -0.2% 0.2% -0.1%
Cost of risk (net) 1.2% 4.0% 3.3% 2.2% 0.3% -0.6% 2.8% -0.7% -1.1% -1.9%
Leverage (x) 23.5 18.0 18.9 19.9 19.3 6.4 -5.5 0.8 1.0 -0.5
Loans-to-deposits 61% 65% 69% 2% 78% -16.7% 4.0% 4.2% 32% 5.5%
Loans-to-assets 51% 50% 47% 49% 48% -6.8% -1.0% -2.9% 1.7% -0.3%
Securities-to-assets 16% 24% 22% 20% 18% 1.7% 8.4% -2.1% -2.4% -1.3%

Source: YKY research estimates

Jan 16, 2024 — Albaraka

Company Description

Albaraka attracts deposits and offers retail
and corporate banking services.

Catalysts: i) Better than expected GDP
growth could support asset quality, ii)
Improvement in forward CPI expectations

Risks: i) Weaker-than-anticipated economic
growth could lead to asset quality
deterioration beyond our expectations ii)
Regulatory pressure on profitability

Ownership Structure

Free Albaraka
Float & Group,

Other, 458
47%

Dallah
Albaraka
Holding,
8%
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GARANTI

Superior ROE generation

We have fine-tuned our 12M target share price for Garanti to
TL89/sh. (previously TL68) and reiterate our BUY
recommendation. The upwards revision to our TP was driven by
our higher-than-expected long-term ROE projection. Our 12M
target price offers 31% return potential. The stock is currently
trading at 0.9x P/B and 3x P/E based on our 2024 estimates.

® Prudent provisioning and buffers: Garanti has prudently
booked free provisions over the past few years, with total free
provisions at TL3bn. Total and stage 3 coverage ratios are at
prudent levels of 245% and 70%, respectively, thus much higher
when compared to peers. The cash coverage ratio is at 4.5%.
The share of stage 2 loans in total is at 13.7%, with a coverage
of 21%.

= Comfortable capital ratios & dividend pay-out capacity:
Garanti operates with comfortable CAR and CET-1 ratios of
18.3% and 16.1% without BRSA forbearances. The bank's
leverage ratio is also contained at 8x. We pencil in a 15%
dividend pay-out from 2023 earnings, translating to a 4%
dividend yield.

=  Sustainable ROE & capitalization deserves higher P/B: We
project Garanti registering 34% ROE (vs. 42% in 2023E). Based
on our average 29% cost of equity assumption for 2023,
Garanti's 2024E P/B could reach 1.1x.

®= Low free float: BBVA's stake in Garanti is at 86% (vs. 49.8%
pre-BBVA tender call), while free float declined to 14%, resulting
in MSCI index exclusion during May '22.

® Main risks: i) Weaker-than-anticipated economic growth could
pressure asset quality beyond our estimates, ii) Regulatory
pressure on profitability, iii) Potential share sale by BBVA to
increase free float may pressurize the share in the short term.

Bank Only Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Net Income 58509  348% 82,389 41% 94,530 15% 152,244 61%
Book Value 152,685 94% 239,077 57% 321,249 34% 459315 43%
PIE (X) 1.3 2.0 3.0 1.9
P/BV (x) 0.5 0.7 0.9 0.6
EPS (TL) 13.93 19.62 2251 36.25
Div. Yield (*) 2.1% 7.1% 4.3% 5.0%
ROAE 50.5% 42.1% 33.7% 39.0%

(*) yields are based on payment dates
Source: Company Financials, YKY Research
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Rating BUY
Target Price TL89.00
Upside (Downside) 31%
Share Data

Ticker GARAN.TI/ GARAN.IS
Close Price TL67.80
Current MCap. (TL/US$ mn) 284,760 /9,487
Number of Shares (mn) 4200
Free Float 14%
3m Avg. Daily Turnover (TL/US$ mn) 1,910.89/66.21

Trading Range (High / Low) (TL)

1-month 67.80/55.75
1-year 67.80/19.57
Ytd 67.80/56.50
Performance (TL) Absolute Relative
1-month D 14% D 11%
3-month I 3ewl | 40%
1year I 108%| | 80%
vd I 1e%l 9%
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== Price (LHS) Rel. Perf. (RHS)

as of Jan 12, 2024

Relatives are against the BIST-100 Total Return Index

Oguzhan Vural
oguzhan.vural@ykyatirim.com.tr
+90 212 319 83 65
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TL min yoy growth
Income Statement 2021 2022 2023E 2024E 2025E 2021 2022 2023E  2024E  2025E
Net Interest income (NIl) 33,640 83,319 72,544 117,073 210,265 42% 148% -13% 61% 80%
Net FX&derivatives income/(loss) 1,176 9.630 27,737 6,220 -6,944 nm 719% 188% -78% nm
Trading income 2,662 -1,103 1,809 0 0 326% nm nm nm nm
Net fees and commissions 8.501 16,628 39,788 69,708 99,937 42% 96% 139% 75% 43%
Other operating income 8,980 11,974 26,784 35,485 41643 97% 33% 124% 32% 17%
Total banking income 54,959 120,447 168,662 228,486 344,901 59% 119% 40% 35% 51%
Operating expenses 12,673 22,909 47,743 75,457 110,055 26% 81% 108% 58% 46%
Pre-provision profit/(loss) 42,286 97,538 120,919 153,029 234,846 3% 131% 24% 27% 53%
Provisions expenses 27,019 27,310 36,216 39,272 48,219 57% 1% 33% 8% 23%
Operating Income/(loss) 15,266 70,228 84,703 113,757 186,628 109% 360% 21% 34% 64%
Dividend income 2,480 5,375 12,900 21,286 30,864 85% 17% 140% 65% 45%
Pre-tax profit 17,746 75,603 97,603 135,043 217,492 105% 326% 29% 38% 61%
Tax 4232 17,094 15214 40,513 65,248 76% 304% -11% 166% 61%
Net income 13,514 58,509 82,389 94,530 152,244 117% 333% N% 15% 61%
Cash and equivalents 167.274 161,000 397.331 527,313 703,562 139% -4% 147% 33% 33%
Securities 93.072 187,992 263,188 284,243 306,982 27% 102% 40% 8% 8%
Loans (net) 398,058 632,361 1,010,712 1,431,448 1,987,428 35% 59% 60% 42% 39%

Performing Loans 408,783 651,788 1,038,312 1,452,269 2,005,835 36% 59% 59% 40% 38%

Non-performing Loans (gross) 16,071 17,613 19.714 34,703 46,016 12% 10% 12% 76% 33%

Loan Loss Provisions 26,796 37,039 47.314 55,524 64.423 38% 38% 28% 17% 16%
Total assets 758,880 1,152,172 1,851,418 2,482,980 3,312,971 54% 52% 61% 34% 33%
Deposits 513,240 790,664 1,374,722 1,872,282 2,356,237 60% 54% 74% 36% 26%
Money market 9,630 16,321 28,561 31,418 34,559 13306% 69% 75% 10% 10%
Securities issued 21,843 12,873 9.011 10,362 11,917 15% -41% -30% 15% 15%
Borrowings 36,813 35,006 43,758 61,261 85,765 45% -5% 25% 40% 40%
Subordinated loans 9,997 14,024 22,125 30,000 36,000 80% 40% 58% 36% 20%
Shar equity 79,981 152,685 239,077 321,249 459,315 29% 91% 57% 34% 43%

yoy A

Key ratios 2021 2022 2023E 2024E 2025E 2021 2022 2023E  2024E  2025E
ROAE 19.0% 50.3% 42.1% 33.7% 39.0% 83% 313% -8.2% -8.3% 5.3%
ROAA 22% 6.1% 5.5% 4.4% 5.3% 0.7% 4.0% -06% -1.1% 0.9%
NIM 6.4% 9.4% 5.2% 6.0% 8.0% 0.5% 3.1% -4.2% 0.8% 2.0%
Swap Adjusted NIM 4.1% 8.3% 5.0% 5.5% 7.8% -0.9% 4.1% -3.3% 0.5% 2.3%
Loan-deposit spread 7.0% 9.6% 5.9% 9.7% 11.9% 0.0% 26% -3.6% 3.8% 22%
TRY Loan Yield 15.2% 18.3% 19.3% 37.3% 32.6% 26% 3.1% 1.0% 18.0% -4.8%
TRY Deposit Cost 1.7% 11.4% 17.1% 32.8% 23.5% 4.9% -0.3% 57% 15.7% -9.3%
TRY Spread 3.4% 6.9% 22% 46% 9.1% 22% 3.5% -4.7% 2.4% 4.5%
FC Loan Yield 5.6% 6.5% 9.6% 9.9% 10.3% 0.0% 0.9% 3.0% 0.3% 0.4%
FC Deposit Cost 0.2% 0.2% 0.1% 0.4% 0.8% -0.1% 0.0% -0.1% 0.3% 0.4%
FC Spread 5.5% 6.3% 9.5% 9.4% 9.4% 0.1% 0.9% 3.1% 0.0% 0.0%
Yield on TRY Securities 17.8% 37.6% 29.0% 36.6% 24.2% 5.0% 19.9% -8.6% 76% -12.5%
Yield on FC iti 3.3% 5.9% 6.2% 6.4% 6.8% -0.5% 2.6% 0.3% 0.2% 0.4%
Cost-to-income 22% 18% 26% 30% 29% -5.9% -3.9% 8.1% 3.9% -0.9%
Cost-to-assets 1.7% 2.0% 26% 3.0% 3.3% -0.4% 0.3% 0.6% 0.5% 0.3%
Effective tax rate 23.8% 22.6% 15.6% 30.0% 30.0% -4.0% -1.2% -7.0%  14.4% 0.0%
NPL ratio 3.8% 26% 1.9% 23% 22% -0.8% -1.2% -0.8% 0.5% -0.1%
NPL coverage 167% 210% 240% 160% 140% 31.5% 436% 297% -80.0% -20.0%
Cost of risk (net) 3.2% 28% 22% 1.4% 1.3% -0.2% -0.4% -0.5% -0.9% -0.1%
Leverage (x) 9.5 75 T 7.7 72 16 -1.9 0.2 0.0 -0.5
Free equity/equity 68% 74% 70% 67% 68% -4.7% 6.2% -3.5% -3.4% 0.6%
Loans-to-deposits 80% 82% 76% 78% 85% -13.9% 2.8% -6.9% 2.0% 7.6%
Loans-to-assets 54% 57% 56% 58% 61% -72% 27% -0.5% 24% 21%
Securities-to-assets 12% 16% 14% 1% 9% -2.6% 4.1% 2.1% -2.8% -2.2%

Source: YKY research estimates

Jan 16, 2024 — Garanti

Company Description

Garanti offers lease financing, insurance,
asset management, securities brokerage,
automobile and mortgage loans, credit cards,
and other financial services. It operates in
Turkey, the Netherlands, Germany, Romania,
Russia, Luxembourg, Malta, and Bahrain.

Catalysts: i) Better than expected GDP
growth could support asset quality, ii)
Improvement in forward CPI expectations

Risks: i) Weaker-than-anticipated economic
growth could pressure asset quality beyond
our estimates i) Regulatory actions
pressurizing margins and profitability, iii)
Potential share sale by BBVA to increase free
float

Ownership Structure

Free Float,
14.0%

49



)YapiKredi

Yatirim

Equity
REREE ()

Company Report
Tarkiye / Banks

Jan 16, 2024

HALKBANK

Fairly valued

We revise our 12M target share for Halkbank to TL15/sh.
(previously TL15.5) and reiterate our HOLD recommendation.
Our 12M target price offers 16% limited return potential. The
stock is trading at 0.7x P/B and 8.3x P/E based on our 2024
estimates. We find the multiples fair since we foresee an ROE of
9% in 2024, significantly lower than at private banks.

Margins significantly lag private banks: Halkbank's margins
lagged private banks due to a TL-heavy funding composition.
Halkbank's TL funding base comprises ¢.60% of its total funding.
In 2024, we expect a flattish NIM trend.

Asset quality ammunition partially strengthened 2022/23:
Halkbank's total coverage reached 269%, whereas stage 3
coverage became 81%. However, the bank has no free provisions
and thus has limited ammunition to brave unexpected asset
quality deterioration. The share of stage 2 loans is at a relatively
low 6.1%.

CET-1 ratio still uncomfortable despite several rights issues
over the past couple of years: CAR and Core Tier-1 ratios are
at ¢c.12% and c.9% w/out BRSA forbearances, respectively.
Hence, we do not expect a dividend pay-out.

Multiples reflect fair valuation: We expect Halkbank to register
9% ROE in 2024 (vs. 9% in 2023E).

Main risks: i) Weaker-than-anticipated economic growth could
pressure asset quality beyond our expectations, ii) Adverse
regulations.

Bank Only Financials and Multiples

Rating HOLD
Target Price TL15.00
Upside (Dow nside) 16%
Share Data

Ticker HALKB.TI/HALKB.IS
Close Price TL12.95
Current MCap. (TL/US$ mn) 93,043/3,100
Number of Shares (mn) 7184.778042

Free Float
3m Avg. Daily Turnover (TL/US$ mn)

9%
624.42/21.70

Trading Range (High / Low) (TL)

1-month 13.79/11.49
1-year 16.92/8.99
Ytd 13.79/11.59
Performance (TL) Absolute Relative
1-month 1% I} -2%
3-month [llg% -16%
1-year 20% -27%
vid 18% 1%
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as of Jan 12, 2024

(TLmn) 2022 A 2023E A 2024E A 2025E LS
Net Income 14,754 nm. 9954  -33% 11,226 13% 22876  104%

Book Value 89,844  107% 124,695 39% 135,921 9% 158,797 17%

PIE (x) 2.1 8.6 8.3 a1

P/BV (X) 0.4 0.7 0.7 0.6

EPS (TL) 2.97 1.39 1.56 318

Div. Yield (*) 0.0% 0.0% 0.0% 0.0%

ROAE 22.1% 9.3% 8.6% 15.5%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Rel. Perf. (RHS)

are against the BIST-100 Total Return Index

Oguzhan Vural

oguzhan.vural@ykyatirim.com.tr

+90 212 319 83 65
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TL min yoy growth
Income Statement 2021 2022 2023E 2024E 2025E 2021 2022 2023E 2024E 2025E
Net Interest income (NI 25,160 68,245 42,373 62,067 105,594 4% 1T1%  -38% 6%  T0%
Net FX&derivatives income/(loss) 12,757 -6,081 14,573 -23,863 -20,524 nm nm nm nm nm
FX & Derivatives adjusted NIl 12,403 62,164 27,800 38,204 85,070 8% 401%  55%  3T%  123%
Trading income 38 205 3,340 0 0 3% 434%  1528% nm nm
Net fees and commissions 4,088 8,482 17.405 29,288 42,572 56%  107%  106%  68%  45%
Other operating income 6,267 3,573 12,904 12,601 15,520 335%  43%  261% 2% 23%
Total banking income 22,796 74,404 61,448 80092 143,162 30% 226% 1% 30%  79%
Operating expenses 9,670 17,7116 47,955 63527 92,028 21%  83%  1T1% 3% 45%
Pre-provision profitifloss) 13,126 56,688 13,493 16,566 51,135 37%  332%  T6%  23%  209%
Provisions expenses 1913 36,970 3176 1,149 19,323 T4%  210%  91%  -B4% 1582%
Operating Incomel{loss) 1213 19,718 10,317 15417 3181 55% 1525%  -48%  49%  106%
Dividend income 193 426 443 620 869 2% 121% 4% 40%  40%
Pre-tax profit 1,406 20,144 10,760 16,037 32,680 £6% 1333%  AT%  49%  104%
Tax -102 5,390 806 4811 9,804 nm nm o B5%  497%  104%
Netincome 1,508 14,754 9,954 11,226 22,876 42%  BT% 3% 13%  104%
|
Cash and equivalents 126950 166,171 386,420 487550 630,985 93% 3% 133%  26%  20%
Securities 223301 374,181 523852 570,998 622,388 40%  68%  40% 9% 9%
Loans 517,208 789276 1,281,384 1,703,345 2,324,541 19%  53%  62% 3%  36%

Performing Loans 523291 824023 1309712 1713160 2,335,486 21% 5% 59% 3% 36%

Non-performing Loans (gross) 16,297 18,594 19,033 34,044 37,893 4% 14% 2% 9% 1%

Loan Loss Provisions 22,380 53,342 47,361 43,860 48818 % 138% 1% % 1%
Total assets 901217 1,392,140 2279021 2878807  3,725742 33%  54%  64%  26%  29%
Deposits 625904 1060923 1830503 2515726 3293514 3% T0%  TI% % %
Money market 139,170 102159 119,768 131,745 144,920 % 2% 1% 10%  10%
Securities issued 6,413 8,976 10,771 12,926 15,511 51%  40%  20%  20%  20%
Borrowings 13,684 13,660 15,026 16,829 20,194 2% 0% 10%  12%  20%
Subordinated loans 21,643 27215 39,804 52,105 58,960 46%  26%  46% 3% 13%
Shareholders’ equity 43,500 89,844 124695 135921 158,787 1% 107%  39% % 1%

yoy

Key ratios 2021 2022 2024E 2025E 2021 2022 2023E 2024E 2025E
ROAE 35% 221% 9.3% 8.6% 16.5% 34%  186% -128% 07%  69%
ROAA 0.2% 1.3% 05% 0.4% 07% 03%  11%  07%  01%  03%
NIM 3.5% 6.4% 23% 25% 33% 01%  29%  -40%  02%  08%
Adjusted NIM 35% 6.4% 23% 25% 33% 01%  29%  40%  02%  08%
Loan-deposi spread 3.3% 47% 1.4% 87% 97% 06%  14% 32%  73%  10%
TRY Loan Yield 129% 148% 179% 338% 281% 23%  19%  31%  159%  57%
TRY Deposit Cost 14.9% 147% 21.4% 32.4% 234% 58% 02%  67% 109%  -0.0%
TRY Spread 20% 01% 35% 1.4% 4T% 4% 21%  -36%  50%  33%
FC Loan Yield 6.6% 6.3% 7% 8.0% 8.4% 04%  03%  14%  03%  04%
FC Deposit Cost 1.0% 16% 42% 4.0% 4.0% 01%  05%  27% 03%  0.0%
FC Spread 5.5% 48% 35% 41% 45% 03%  08% -13%  06%  04%
Yield on TRY Securities 229% 30.1% 20.6% 36.1% 235% 94%  72%  05%  64% -126%
Yield on FC Securities 5.6% 5.2% 6.0% 5.4% 5.8% 08%  05%  09% 06%  04%
Costlo-income 42% 24% % 79% 684% 21%  -184%  538%  12% -148%
NPL ratio 3.0% 22% 1.4% 19% 16% 07% -08% -08% 05% 04%
Cost of risk (net) 1.7% 51% 0.0% 0.1% 0.7% 02%  34%  51%  01%  08%

Source: YKY research estimates

Jan 16, 2024 — Halkbank

Company Description

Halkbank provides various types of banking
services. The bank specializes in lending to small-to
medium-sized firms and tradesmen.

Catalysts: i) Better than expected GDP growth
could support asset quality, ii) Improvement in
forward CPI expectations

Risks: i) Weaker-than-anticipated economic growth

could lead to asset quality deterioration beyond our
expectations, ii) Regulatory pressure on profitability

Ownership Structure

Free Float, 7%

Halkbank_
, 2%

Turkey
Wealth
Fund,
92%
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ISBANK

Rating BUY
Undemanding multiples & NAV discount to Target Price TL34.00
narrow Upside (Dow nside) 31%
We revise our 12M share target for Isbank to 34TL/sh (TL29.5/sh prev.) Share Data
and reiterate our BUY recommendation. Our 12M target price offers "o’ ISCTR.TI/ISCTRIIS
31% return potential. The stock currently trades at undemandin Close Price TL25.96
0 u P al. u y u ng Current MCap. (TL/US$ mn) 259,599 /8,649
multiples of 0.8x and 3.1x P/E based on our 2024 estimates. Number of Shares (mn) 9999.97
. S . - L . Free Float 31%
m Solid capitalization thanks to large subsidiary gains: Isbank's 3m Avg. Daily Tumover (TLUSS mn) 375102/129.75
CAR and Core Tier-1 ratios reached 18% and 14.6%, respectively
w/out BRSA forbearances. Trading Range (High / Low) (TL)
A . . . 1-month 25.96 /22.30
m Significantly stronger coverage ratio and free provisions:
] 1-year 25.96/8.84
Isbank's total and stage 3 coverage ratios have reached 178% and 25.06 /22,44
81%, respectively. The bank's free provision stock is significant at
TL6.5bn (3% of total equity). Performance (TL) Absolute Relative
1-month ] 16% [ | 12%
= Robust contribution from subsidiaries portfolio set to continue 3. nonth H S%D 9%
& NAV discount to narrow: We foresee the bank generating TL61bn  1.yeqr l 157%\' | 56%
subsidiary income in 2024, +65% yly, which should continue to vy [ 119% | 4%

support the bottom line. Isbank's current mcap discount to its current 30 180

NAV is at c.35%, which we believe should further narrow going
forward. Note that the discount was ¢.60% during 1H23, narrowing » =0
beyond August 2023 since the bank disclosed the establishment of 20 120
"is Holding," which will own all subsidiaries. 15 90
* BUY maintained: We project Isbank delivering 31% ROE in 2024 (vs. 10 AL
32% in 2023E). Based on our average 29% cost of equity assumption, 5 30
Isbank's 2024E P/B could reach 1x. 0 P S S SO S S 0
o . . . ) L 8 & & ¥ 8 8 8 & &8 %
= Main risks: i) Regulations, ii) Delays to the holding transaction, iii) ¥ ¥ 3 ¥ ¥ g 8§ F g 3

The bank's low rate fixed TL government securities amount to
TL100bn (5% of total assets). Any adverse resolution (if any) could
pressure Isbank more than other banks.

== Price (LHS) Rel. Perf. (RHS)

as of Jan 12, 2024

Relatives are against the BIST-100 Total Return Index

Bank Only Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Net Income 61,537  357% 69,418 13% 84,341 21% 130,199 54%

Book Value 191,376 120% 239,085 25% 313013 31% 426344 36%

PIE () 1.0 24 31 2.0

P/BV (x) 0.3 0.7 0.8 0.6

EPS (TL) 6.15 6.94 8.43 13.02

Div. Yield (*) 3.5% 71% 4.0% 6.5%

ROAE 44.2% 32.3% 30.6% 35.2% Oguzhan Vural

oguzhan.vural@ykyatirim.com.tr

(*) yields are based on payment dates
Source: Company Financials, YKY Research +90 212 319 83 65
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TL min yoy growth
Income Statement 2021 2022 2023E 2024E 2025E 2021 2022 2023E 2024E 2025E
Net Interest income (NII) 30,941 75,203 64,982 121,081 198,068 23% 143% -14% B6% 64%
Net FX&derivatives income/(loss) -5,506 1,208 12673 -3,702 -2,635 nm nm 948% nm nm
FX & Derivatives adjusted NIl 25,435 76,411 77,654 117,379 195,433 18% 200% 2% 51% 66%
Trading income 357 3,315 3,949 0 ] 6% 828% 19% nm nm
Net fees and commissions 7,620 16,147 38,859 69,422 98,931 36% 112% 141% 79% 43%
Other operating income 4,402 6,081 14,484 18,769 24,702 B1% 38% 138% 30% 32%
Total banking income 37,813 101,953 134,946 205,570 319,066 26% 170% 32% 52% 55%
Operating expenses 15912 34,029 73,803 128,594 203,437 35% 114% M7% T4% 58%
Pre-provision profit/(loss) 21,902 67,924 61,144 76,976 115,629 21% 210% -10% 26% 50%
Provisions expenses 14,450 15,804 17,199 25,751 30,814 14% 9% 9% 50% 20%
Operating Income/{loss) 7,452 52,120 43,945 51,225 84,815 7% 599% -16% 17% 66%
Dividend income 8,024 21,829 37,109 61,230 88,784 134% 172% 70% 65% 45%
Pre-tax profit 15,476 73,949 81,054 112,455 173,599 5% 378% 10% 39% 54%
Tax 2,008 12,411 11,636 28,114 43,400 2% 518% 6% 142% 54%
Net income 13,468 61,537 69,418 84,341 130,199 98% 357% 13% 21% 54%
Balance Sheet
Cash and equivalents 206,051 221,964 468,580 507.206 549,016 144% 8% 1M11% 8% 8%
Securities 155,892 280,999 403,506 459,997 524,396 3% 80% 44% 14% 14%
Loans (net) 514,205 782,421 1,066,346 1,494,571 1,971,547 41%, 52% 36% 40% 2%
Performing Loans 493,377 759,287 1,082,183 1,504,281 1,979,261 43% 54% 43% 39% 32%
Non-performing Loans (gross) 20,830 23,134 20,165 34,028 41,617 2% 1% -13% 69% 22%
Loan Loss Provisions 28,323 32,644 36,002 43,738 49,331 21% 15% 10% 21% 13%
Total assets 926,566 1,408,318 2,192,266 2,824,729 3,499,779 56% 52% 56% 29% 24%
Deposits 595,624 931,074 1,483,743 1,939,621 2,441,393 61% 56% 59% MN% 26%
Money market 48,235 40,089 62,154 74.585 89,501 110% -17% 55% 20% 20%
Securities issued 30636 28,314 50,965 57.081 63,931 -1% 8% 80% 12% 12%
Borrowings 65651 71,455 78,601 83,317 88,316 62% 9% 10% 6% 6%
Subordinated loans 37,471 33,559 51,870 69,787 83,546 69% -10% 55% 35% 20%
Shareholders' equity 86,839 191,376 239,085 313,013 426,344 28% 120% 25% 31% 36%
Key ratios 2021 2022 2023E 2024E 2025€ 2021 23E  2024E  2025E
ROAE 17.4% 44.2% 32.3% 30.6% 35.2% 6.7% 26.8% -12.0% AT% 4.7%
ROAA 1.8% 5.3% 3.9% 3.4% 4.1% 0.5% 3.5% -1.4% -0.5% 0.8%
NiM 4.7% 7.0% 3.9% 55% 7.3% -02% 2.3% -3.0% 1.6% 1.7%
Adjusted NIM 27% 59% 3.2% 4.4% 6.8% 12% 3.2% 27% 1.2% 2.4%
Loan-deposit spread 6.56% 8.4% 6.0% 10.0% 12.6% -0.1% 1.8% -2.4% 4.0% 2.6%
Loan Yield 10.8% 12.7% 15.1% 26.1% 24.0% 1.3% 1.9% 24% 10.9% -2.1%
Deposit Cost 4.2% 4.3% 9.1% 16.1% 1.4% 1.4% 0.1% 48% 7.0% -4.7%
TRY Loan Yield 13.7% 17.3% 18.7% 36.3% 32.0% 22% 3.5% 1.4% 17.6% -4.3%
TRY Deposit Cost 11.5% 11.8% 19.1% 31.3% 21.5% 4.8% 0.4% 72% 12.2% -9.8%
TRY Spread 22% 53% -0.4% 5.0% 10.5% -2.6% 3.1% 5.7% 5.4% 5.5%
FC Loan Yield 6.2% 6.5% 9.1% 9.8% 10.4% -0.2% 0.3% 26% 0.6% 0.6%
FC Deposit Cost 0.1% 02% 0.5% 05% 13% -02% 0.1% 0.3% 0.4% 0.4%
FC Spread 6.1% 6.3% 8.6% 8.8% 9.0% 0.0% 0.2% 23% 0.2% 0.2%
Yield on TRY Securities 16.1% 24.7% 22.6% 29.3% 212% 36% 8.6% 21% 6.8% -8.2%
h S 4.3% 52% 5.9% 6.3% 6.7% 0.2% 1.0% 06% 0.4% 0.4%
C 35% 27% 43% 48% 50% -06% -7.2% 15.4% 5.3% 1.7%
Cost-to-assets 1.7% 24% 3.4% 46% 58% -0.3% 0.7% 1.0% 1.2% 1.3%
Effective tax rate 13.0% 16.8% 14.4% 25.0% 25.0% -10.1% 3.8% -24% 10.6% 0.0%
NPL ratio 4.1% 3.0% 1.8% 22% 2.1% -1.5% -1.1% 1.1% 0.4% -0.2%
NPL coverage 136% 141% 179% 128% 119% 21.3% 5.1%  37.4% -50.0%  -10.0%
Cost of risk (net) 16% 09% 1.0% 12% 1.0% 0.5% -0.7% 0.1% 0.2% -0.2%
Leverage (x) 107 7.4 8.2 9.0 82 18 -33 18 -0.1 -0.8
Free equity/equity 42% 47% 30% 18% 23% -6.6% 5.0% -166% -11.9% 5.3%
Loans-to-deposits 83% 82% 73% 78% 81% -10.7% -1.3% -8.6% 4.6% 3.5%
Loans-to-assets 53% 54% 49% 53% 57% -4.8% 0.7% -4.6% 3.9% 3.3%
Securities-to-assets 17% 20% 18% 16% 15% 2.1% 31% -1.5% -2.1% -1.3%

Source: YKY research estimates

Jan 16, 2024 — Isbank

Company Description

Isbank provides banking services to retail and
corporate customers and to public sector. Isbank
also offers asset and wealth management, capital
markets, securities brokerage and insurance
services throughout Turkey. Isbank holds equity
investments in Turkish companies mainly in glass
industries.

Catalysts: i) Better than expected GDP growth
could support asset quality, ii) Improvement in
forward CPI estimates

Risks: i) Weaker-than-anticipated economic
growth could delay asset quality improvement ii)
Regulatory pressure, iii) Delays in planned holding
structure, iv) The bank’s low rate fixed TL securities
amount to TL100bn (5% of total assets). Any
adverse resolution (if any) could pressurize Isbank
more than other banks

Ownership Structure

lshank,

1% Ishank
Fron_ Pension
Float, | Fund,
33% 38%

—CHP. 28%
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TSKB
Positive 2024 outlook & premier ROE

We fined-tune our 12M target share for TSKB to TL11/sh.
(previously TL9.8) thanks to a better-than-expected profitability
outlook, and retain our BUY recommendation. Our 12M target
price offers 46% upside potential. The stock is currently trading
at 2024E 0.7x P/B and 2.2x P/E based on our estimates. We expect
37% ROE in 2024 (2023E: 43%). TSKB has been a member of our
Model Portfolio since Nov '22 and provided a 28% relative return
vs. the XU100.

m Foreign currency (FC) denominated balance sheet to defend
margins: 93% of TSKB's loans are denominated in FC. Seventy-
one percent of the total are investment loans with long-term
maturity. The energy sector comprises 41% of TSKB's total loans
(36% to electricity generation and 5% to electricity/gas
distribution). Out of its loans to the energy generation sector, 91%
are to the renewables segment. Almost all of TSKB's funding is
denominated in FC with long-term maturity. Since TSKB is an
investment bank, it does not collect deposits and thus is
unaffected by the recent rise in TL deposit rates.

m SDG-linked lending comprises 92% of the loan book: SDG-
linked loans account for 92% of the bank's total loan book, which
could attract SDG investors.

m Less vulnerable to adverse regulations: TSKB is less
vulnerable to adverse regulations introduced in the past (TL/FC
deposit requirements, fixed TL bond purchases, etc.).

= Prudent asset quality buffers: The bank has hiked its coverage
ratios; total and stage 3 coverage ratios have reached 316% and
95%, respectively. The bank has a free provision buffer of
TL1,750mn, equivalent to ¢.10% of its total equity.

= Capital ratios supported by solid internal capital generation:
The bank's CAR and CET-1 ratios are at 17.6% and 12.6%,
respectively, w/out BRSA forbearances as of 3Q23.

= Main risks: i) Worsening outlook for the energy sector, ii)
Adverse regulations.

Bank Only Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Net Income 4055  272% 7,228 78% 9,414 30% 11,238 19%
Book Value 12,782 84% 21,097 65% 29,426 39% 40,665 38%
PIE () 18 2.2 2.2 1.9
P/BV (X) 0.6 0.7 0.7 0.5
EPS (TL) 1.45 2.58 336 401
Div. Yield () 0.0% 0.0% 3.4% 45%
ROAE 41.1% 42.7% 37.3% 32.1%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Company Report
Tarkiye / Banks

Jan 16, 2024

Rating BUY
Target Price TL11.00
Upside (Dow nside) 46%
Share Data
Ticker TSKB.TI/TSKB.IS
Close Price TL7.51
Current MCap. (TL/US$ mn) 21,028 /701
Number of Shares (mn) 2800
Free Float 39%
3m Avg. Daily Turnover (TL/US$ mn) 414.21/14.46
Trading Range (High / Low) (TL)
1-month 7.56/6.19
1-year 8.65/3.58
Ytd 7.56 /6.55
Performance (TL) Absolute Relative
1-month ﬂ 9% U 5%
3-month -9% -6%
1-year 98% | | 20%
yid 15% 7%
10 r 7 200
8 -
140
6 -
4
1 80
2
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== Price (LHS)

as of Jan 12, 2024

Rel. Perf. (RHS)

Relatives are against the BIST-100 Total Return Index

Oguzhan Vural
oguzhan.vural@ykyatirim.com.tr

+90 212 319 83 65
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TL min

Income Statement 2021 2022 2023E 2024E 2025E
Net Interest income (NII) 2,863 6,735 9,137 12,880 14,692
Net FX&derivatives income/(loss) 500 786 2,050 50 224
FX & Derivatives adjusted NIl 3,363 7,521 11,187 12,930 14,917
Trading income 9 15 -21 0 0
Net fees and commissions 71 158 357 608 912
Other operating income 58 93 133 180 240
Total banking income 3,501 7,788 11,657 13,718 16,068
Operating expenses 263 505 1,095 1,846 2,853
Pre-provision profit/(loss) 3,238 7,283 10,562 11,872 13,215
Provisions expenses 2,011 3,139 2,761 2,226 2,674
Operating Income/(loss) 1,226 4,143 7,802 9,646 10,541
Dividend income 232 998 2,377 3,802 5514
Pre-tax profit 1,458 5,141 10,178 13,448 16,055
Tax 369 1,086 2,950 4,034 4816
Netincome 1,089 4,055 7,228 9,414 11,238

yoy growth

2021 2022 2023E  2024E  2025E
43% 135% 36% 4% 14%
1413% 57% 161% -98% 350%
65% 124% 49% 16% 15%
21% 75% nm nm nm
41% 124% 126% 70% 50%
885% 60% 44% 35% 33%
67% 122% 50% 18% 17%
19% 92% 117% 69% 55%
73% 125% 45% 12% 1%
99% 56% 12% -19% 20%
42% 238% 88% 24% 9%
182% 330% 138% 60% 45%
54% 253% 98% 32% 19%
2% 194% 172% 37% 19%
49% 272% 78% 30% 19%

Balance Sheet

Cash and equivalents 3,820 4,170 5,515 7,833 10,634

206% 9% 32% 42% 36%

Securities 13,140 23,880 26,744 30,756 33,832 65% 82% 12% 15% 10%
Loans (net) 60,445 74,395 120,909 178,809 248,230 63% 23% 63% 48% 39%

Performing Loans 61,481 77,567 125463 183,111 252,948 65% 26% 62% 46% 38%

Non-performing Loans (gross) 2,077 2,327 2,100 3,143 3,718 23% 12% -10% 50% 18%

Loan Loss Provisions 3,113 5,499 6,653 7.445 8,436 78% 7% 21% 12% 13%
Equity Participations 1,695 3,483 6,524 10,808 18,297 38% 105% 87% 66% 69%
Premises, Equipment & Intangibles 164 200 338 408 493 4% 21% 69% 21% 21%
Total assets 84,096 115,575 166,485 236,452 321,031 63% 37% 44% 42% 36%
Money market 775 1,443 2,886 3,751 4,877 -26% 86% 100% 30% 30%
Securities issued 14,928 21,048 26,565 38,902 50,418 86% 41% 26% 46% 30%
Borrowings 54,936 71552 111,753 162,123 217,883 69% 30% 56% 45% 34%
Suboerdinated loans 4,029 3.829 8,850 12,000 14,400 75% -5% 131% 36% 20%
Shareholders' equity 6,941 12,782 21,097 29,426 40,665 14% 84% 65% 39% 38%

yoy A

Key ratios 2021 2022 2023E 2024E 2025E 2021 2022 2023E 2024E 2025E
ROAE 16.7% M1% 42.7% 37.3% 32.1% 4.2% 24.4% 1.5% -5.4% -5.2%
ROAA 1.6% 4.1% 5.1% 4.7% 4.0% 0.0% 2.5% 1.1% -0.5% -0.6%
NIM 4.9% 72% 6.9% 6.9% 5.8% 0.4% 2.3% -0.3% 0.0% -1.2%
Adjusted NIM 5.7% 8.0% 8.5% 6.9% 5.8% 1.2% 2.3% 0.5% -1.5% -1.1%
TRY Loan Yield 11.2% 11.9% 15.3% 33.6% 29.9% 1.8% 0.7% 3.4% 18.3% -3.8%
FC Loan Yield 6.1% 7.0% 9.9% 10.4% 11.3% -0.1% 0.9% 2.9% 0.5% 0.9%
FC Borrowing Costs 1.5% 3.1% 6.5% 71% 7.5% -0.4% 1.5% 3.4% 0.6% 0.4%
Yield on TRY Securities 17.8%  44.1%  39.0%  44.1%  24.4% 45% 263% 51%  5.1% -19.7%
Yield on FC Securities 5.1% 6.6% 7.4% 71% 7.3% -0.4% 1.5% 0.8% -0.3% 0.2%
Cost-to-income 7% 6% 8% M1% 13% -3.1% -1.3% 21% 2.7% 2.7%
Cost-to-assets 0.3% 0.4% 0.7% 0.8% 0.9% -0.1% 0.1% 0.2% 0.1% 0.1%
Effective tax rate 25.3% 21.1% 29.0% 30.0% 30.0% 2.7% -4.2% 7.9% 1.0% 0.0%
NPL ratio 3.3% 2.9% 1.6% 1.7% 1.4% -1.1% -0.4% -1.3% 0.0% -0.2%
Cost of risk (net) 2.8% 3.2% 1.5% 1.3% 1.1% 0.3% 0.4% -1.7% -0.3% -0.2%
Leverage (x) 121 9.0 7.9 8.0 78 37 =31 -1.2 0.1 -0.1
Free equity/equity 73% 1% 67% 62% 54% -4.0% -2.0% -3.7% -5.6% -8.1%
Loans-to-assets 73% 67% 75% 7% 79% 0.8% -6.0% 8.2% 2.1% 1.4%
Securities-to-assets 16% 21% 16% 13% 1% 0.2% 5.0% -4.6% -3.1% -2.5%

Source: YKY research estimates

Jan 16, 2024 — TSKB

Company Description

TSKB provides mainly long term foreign
currency investment and project finance to
companies. 93% of the loans are in FC. The
bank has strong relationship  with
international institutions for obtaining long-
term funding. Almost half of the bank’s
funding base is guaranteed by the Turkish
Treasury.

Catalysts: i) Better than expected GDP
growth could support asset quality

Risks: i) Worsening outlook of energy
sector, ii) Adverse regulations

Ownership Structure
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VAKIFBANK

Fairly valuation

We have fine-tuned our 12M target share price for Vakifbank to
TL18/sh. (prev. TL19.5) and maintain our HOLD recommendation.
Our 12M target price offers 22% return potential. The stock is
currently trading at 0.8x P/B and 4.9x P/E on our 2024 estimates.
We find the multiples fair since we foresee an ROE of 17% in 2024,
lower than at private banks.

m TL loan-deposit spread significantly lags private banks:
Vakifbank's core margins have lagged private banks. However,
we expect gradual TL spread expansion in 2024.

® Prudent provisioning buffers: Regarding asset quality, the total
coverage ratio is at 252%, one of the highest among peers.
Cushioning is ensured by additional free provision stock of
TL6.7bn.

m CET-1 ratio still not very comfortable despite several rights
issues over the past few years: CAR and Core Tier-1 ratios are
at 13.1% and 10% w/out BRSA forbearances, respectively.
Hence, we do not expect a dividend pay-out.

= Multiples reflect fair valuation: We expect Vakifbank to register
17% ROE in 2024 (vs. 19% in 2023E). Hence, we find 0.8x P/B
fair.

= Main risks: i) Weaker-than-anticipated economic growth could
lead to asset quality deterioration beyond our expectations, and
i) adverse regulations.

Bank Only Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Net Income 24017 A75% 26,351 10% 30,187 15% 45,307 50%
Book Value 106985  106% 164,561 54% 194,749 18% 240,056 23%
PIE (x) 17 42 49 3.2
P/BV (x) 0.4 0.7 0.8 0.6
EPS (TL) 3.38 2.66 3.04 457
Div. Yield (*) 0.0% 0.0% 0.0% 0.0%
ROAE 30.2% 19.4% 16.8% 20.8%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Company Report
Tarkiye / Banks

Jan 16, 2024

Rating HOLD
Target Price TL18.00
Upside (Dow nside) 22%
Share Data

Ticker VAKBN.TI/VAKBN.IS
Close Price TL14.79
Current MCap. (TL/US$ mn) 146,656 / 4,886
Number of Shares (mn) 9915.921523
Free Float 6%
3m Avg. Daily Turnover (TL/US$ mn) 1,001.42/34.98

Trading Range (High / Low) (TL)

1-month 15.25/12.22
1-year 18.00/7.91
Ytd 15.25/12.84
Performance (TL) Absolute Relative
1-month D 6%
3-month -15%
1-year [I -8%
Ytd D 8%
20 r 140
15 | 110
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== Price (LHS) Rel. Perf. (RHS)

as of Jan 12, 2024

Relatives are against the BIST-100 Total Return Index

Oguzhan Vural
oguzhan.vural@ykyatirim.com.tr
+90 212 319 83 65
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TL min yoy growth
Income Statement 2021 2022 2023E 2024E 2025E 2021 2022 2023E  2024E  2025E
Net Interest income (NII) 19,543 73,715 38,950 76,113 119,924 2%  2T7% -47% 95% 58%
Net FX&derivatives income/(loss) -5,498 3,249 16,223 -4,866 -8,740 nm nm 399% nm nm
FX & Derivatives adjusted NII 14,045 76,964 55173 71,246 111,185 1% 448% -28% 29% 56%
Trading income 749 1,741 6,014 0 0 -53% 133% 245% nm nm
Net fees and commissions 4,501 10,793 24,058 43,266 66,815 33%  140% 123% 80% 54%
Other operating income 7,947 9,678 38,122 30,697 31,352 27% 22% 294% -19% 2%
Total banking income 27,242 99,176 123,367 145,210 209,352 1%  264% 24% 18% 44%
Operating expenses 9,508 17,932 53,847 66,526 96,152 6% 89% 200% 24% 45%
Pre-provision profit/(loss) 17,734 81,244 69,520 78,685 113,200 2%  358% -14% 13% 44%
ons expenses 12,559 44,150 36,106 35,941 49,009 7%  252% -18% 0% 36%
Operating Income/(loss) 5,175 37,095 33,414 42,743 64,191 A7%  617% -10% 28% 50%
Dividend income 121 149 231 381 534 -28% 23% 55% 65% 40%
Pre-tax profit 5,296 37,244 33,645 43,125 64,725 -18%  603% -10% 28% 50%
Tax 1,120 13,226 7.294 12,937 19,417 -22% 1081% -45% 7% 50%
Net income 44175 24,017 26,351 30,187 45,307 A7%  475% 10%  15%  50%
Balance Sheet
Cash and equivalents 165,455 297,481 400,005 514,344 645,548 73% 80% 34% 29% 26%
Securities 228,821 372,852 558,879 614,767 676,244 55% 63% 50% 10% 10%
Loans (net) 566,075 912,168 1,439,920 1,946,848 2,530,424 35% 61% 58% 35% 30%
Performing Loans 573,700 933451 1470,802 1,970,393 2,559,426 36% 63% 58% 34% 30%
Non-performing Loans (gross) 18,310 20,274 20,280 45,038 55,475 5% 1% 0% 122% 23%
Loan Loss Provisions 25,935 41,557 51,162 68,583 84,476 20% 60% 23% 34% 23%
Total assets 1,007,214 1,681,061 2,532,905 3,256,922 4,087,731 44%, 67% 51% 29% 26%
Deposits 590,943 1,127,702 1,818,248 2,387,232 3,099,706 43% 91% 61% 3% 30%
Meney market 143,881 132,532 185,545 222,654 267,184 45% -8% 40% 20% 20%
Securities issued 61,975 69,854 80,332 89,972 100,769 36% 13% 15% 12% 12%
Borrowings 91,434 130,749 156,895 169,447 183,003 95% 43% 20% 8% 8%
Subordinated loans 28,968 24,043 22,303 31,820 38,184 49% -17% -7% 43% 20%
Shareholders' equity 51,953 106,985 164,561 194,749 240,056 12%  106% 54% 18% 23%
yoy A
Key ratios 2021 2022 2023E 2024E 2025E 2021E 2022 2023E  2024E  2025E
ROAE 8.5% 30.2% 19.4% 16.8% 20.8% 41% 21.7% -108% -2.6% 4.0%
ROAA 0.5% 1.8% 1.3% 1.0% 1.2% -0.4% 1.3% 05% -02% 0.2%
NIM 2.6% 6.0% 1.9% 2.8% 3.5% -1.2% 3.4% -4.1% 0.9% 0.7%
Adjusted NIM 1.6% 5.7% 1.6% 1.9% 2.8% -1.7% 4.1% -4.2% 0.3% 1.0%
Loan-deposit spread 3.9% 4.1% -0.1% 5.4% 5.8% -1.1% 0.2% -4.1% 5.5% 0.4%
TRY Loan Yield 12.8% 14.1% 17.1% 34.5% 26.5% 1.5% 1.3% 3.0% 17.4% -8.0%
TRY Deposit Cost 12.7% 12.7% 22.5% 32.6% 23.6% 4.8% 0.0% 9.8% 101% -9.0%
TRY Spread 0.1% 1.4% -5.5% 1.8% 2.9% -3.3% 1.3% -6.8% 7.3% 1.0%
FC Loan Yield 5.9% 6.1% 8.6% 9.3% 9.9% -0.1% 0.2% 2.5% 0.7% 0.6%
FC Deposit Cost 1.0% 1.6% 1.5% 1.9% 2.3% -0.1% 0.6% -0.1% 0.4% 0.4%
FC Spread 4.9% 4.5% 71% 7.4% 76% 0.0% -0.4% 26% 0.2% 0.2%
Yield on TRY Securities 17.4% 39.6% 31.6% 37.2% 36.8% 44% 222% -8.0% 56% -0.4%
Yield on FC Securities 4.1% 4.6% 59% 6.3% 6.5% 0.1% 0.5% 1.3% 0.4% 0.2%
Cost-to-income 35% 18% 44% 46% 46% 18% -16.7% 25.5% 21% 0.1%
Effective tax rate 21.2% 35.5% 21.7% 30.0% 30.0% -1.0%  14.4% -13.8% 8.3% 0.0%
NPL ratio 3.1% 2.1% 1.4% 22% 2.1% -09% -1.0% -0.8% 09% -0.1%
Cost of risk (net) 1.0% 2.5% 1.0% 0.8% 1.2% 0.7% 1.5% -1.4%  -02% 0.3%
Leverage (x) 194 157 15.4 16.7 17.0 4.4 -37 -0.3 1.3 03
Loans-to-deposits 97% 83% 81% 83% 83% -48% -14.3% -1.9% 1.6% 0.0%
Securities-to-assets 23% 22% 22% 19% 17% 168%  -0.5% 01% -32% -2.3%

Source: YKY research estimates

Jan 16, 2024 — Vakifbank

Company Description

Vakifbank provides various types of banking
services. The bank specializes in lending to
small-to medium-sized firms and tradesmen

Catalysts: i) Better than expected GDP growth
could support asset quality, ii) Improvement in
forward CPI expectations

Risks: i) Weaker-than-anticipated economic
growth could lead to asset quality deterioration
beyond our expectations ii) Regulatory pressure
on profitability

Ownership Structure

Wakofbank
Pension
Fund, 4%
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Pension & Insurance & Investment

Pension: We foresee pension assets under management (AuM) growing by ¢.60% in 2024 (vs. 80% in 2023)
on the back of a more visible macroeconomic outlook and strengthening capital markets. Anadolu Hayat and
Agesa's pension businesses should continue to generate sustainable profitability. Sector-supportive actions
could also be taken. The latest minimum wage hike also supports pension companies since fund management
fees are linked to the minimum wage.

Life Insurance: Life insurance gross written premium (GWP) production is highly dependent on TL consumer
loan growth. Hence, sluggish TL consumer loan growth in 2024 should negatively impact life insurance
companies. We foresee both Anadolu Hayat and Agesa registering slower GWP growth of ¢.50% during 2024
compared to ¢.100% in 2023. We expect both companies to distribute dividends from 2023 earnings thanks to
comfortable solvency ratios and solid profitability. We foresee ¢.5% dividend yields.

Non-life insurance: For Aksigorta and Tiirkiye Sigorta, we expect ¢.65% GWP growth and gradual recovery
of technical results. The insurance regulator introduced various sector supportive actions on loss making MTPL
segment effective from 1 January which should support technical results. These insurers’ also benefit from
limited TL depreciation since their claims on MoD and MTPL are dependent on the level of Turkish Lira.
Additionally, these companies' expanding assets under management should continue to support investment
income gains. Elevated TL deposit rates and improving Turkiye CDS should boost their investment gains. We
expect Tirkiye Sigorta to distribute dividends (expected yield of 4%) while we foresee Aksigorta refraining,
mainly due to a relatively weaker solvency ratio.

Investment: We foresee Unlii Yatinm Holding delivering solid earnings growth in 2024 based on our
expectation of higher foreign investor demand in the Turkish capital markets. We foresee institutional sales and
M&A businesses benefitting from potential foreign entry to the Turkish capital markets. Unli Yatinm Holding's
NPL business should also provide resilience and support company earnings during 1H24 since NPL collections
remain solid amid the inflationary environment & due to the positive impact of the minimum wage increase.
During 2H24, we expect to observe some deceleration in NPL collections. On the other hand, our expectation
of a potential increase in banking sector NPLs and potentially higher banks' NPL sales could reduce banks'
NPL portfolio sale prices and create new attractive investment opportunities for the company. We foresee 4%
dividend yield from 2023 earnings. The company will adapt inflation accounting. Based on our preliminary
estimates, we would expect to observe the company to record monetary losses which will pull down
earnings. We did not incorporate any potential negative impact of inflation accounting into our
estimates.

Among non-coverage companies, we expect Gelecek Varlik <GLCVY TI> to outperform the BIST100
index in 2024. The company is the leader in NPL investments, with a market share of ¢.25%. We foresee the
NPL stock of Turkish banks rising due to the expected economic slowdown. This should lead to lower pricing
for new NPL portfolio sales. During 2023, the total NPL sale market was at TL14bn, and we foresee the market
reaching TL20bn-TL25bn range in 2024. The latest minimum wage hike of 49% should support Gelecek Varlik's
collections during 1H24. The company has consistently distributed dividends over the past two years. Based
on a TL700mn 2023FY net profit assumption, the company trades at 3.3x P/B and 7x P/E with 55% ROE. Note
that the company had distributed dividends with a 77% pay-out ratio from 2022 earnings. Based on a 50%
dividend pay-out assumption, we estimate a 7% dividend yield from 2023 earnings. GLCVY will not implement
inflation accounting in 2024.
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Table 3: YKY Insurance & Pension & Investment Estimates

AKGRT TURSG ANHYT AGESA UNLU
Solo Financials - mn TL Non-life Non-life & Pension Life & Pension Life & Pension Investment
Current Share Price 6.12 44.68 39.30 55.00 16.56
Target Price 8.20 62.0 55.00 70.00 23.00
Upside 34% 39% 40% 27% 39%
Rating BUY BUY BUY HOLD HOLD
Net Profit
2021 189 1,058 686 448 80
2022 -121 941 1,355 834 269
2023E 717 6,518 2,601 1,294 414
2024E 1,666 11,517 3,580 1,896 659
2025E 2,569 14,517 4,316 2,485 946
YKY YoY Net Profit growth
2021 -57% -8% 32% 54% 30%
2022 n.m. -11% 98% 86% 238%
2023E n.m. 592% 92% 55% 54%
2024E 132% 7% 38% 47% 59%
2025E 54% 26% 21% 31% 44%
PIE (x)
2020 4.7 3.1 6.1 8.6
2021 13.3 6.2 6.2 76 12.1
2022E 14.7 7.2 9.2 10.4 14.6
2023E 938 3.7 4.8 6.1 57
2024E 5.9 4.5 4.7 5.2 4.4
2025E 3.8 3.6 3.9 4.0 3.1
P/B (x)
2020 1.8 1.0 2.0 3.7
2021 24 1.5 2.3 3.9 1.6
2022 12 1.2 1.9 28 13
2023E 26 1.9 2.0 2.8 1.8
2024E 23 2.3 1.9 2.3 1.6
2025E 1.6 1.6 1.5 1.6 1.1
Dividend Yield
2021 3.1% 0.9% 2.1% 1.6% 0.0%
2022 0.0% 1.0% 2.6% 0.0% 0.6%
2023E 0.0% 0.3% 2.7% 1.5% 1.7%
2024E 0.0% 3.8% 6.2% 3.9% 3.5%
2025E 6.8% 8.9% 10.6% 7.7% 6.7%
ROE
2020 42% 39% 36% 49% 27%
2021 17% 28% 40% 57% 19%
2022 7% 18% 52% 65% 36%
2023E 29% 68% 54% 58% 38%
2024E 47% 66% 47% 53% 42%
2025E 48% 53% 43% 48% 41%

Source: YKY Research
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AGESA Emeklilik

Pension business to offset life segment weakness

We revise our 12M target share price upward for Agesato TL70/sh.
(previously TL67) and reiterate our HOLD recommendation. We
revise upward our TP thanks to a better-than-expected outlook on

Rating

Target Price
Upside (Dow nside)

HOLD

TL70.00
27%

Share Data
investment gains. Our 12M target price offers 27% return potential.  icker AGESA.TI/ AGESA.IS
The stock is currently trading at 2.3x 2024E P/B and 5.2x P/E based  ciose Price TL55.00
on our estimates. We also calculate a 4% dividend yield from 2023  CurrentMCap. (TL/US$ mn) 9,900/330
earnings. Number of Shares (mn) 180
Free Float 20%
" We foresee private pension AuM growth of ¢.60% y/y in 2024:  3mAvg. Daily Turnover (TL/US$ mn) 30.57/1.06
Private pension AuM grew ¢.90% yly in 2023. We expect AuM

growth of 62% in 2024, driven by the improving macroeconomic Iradi:g Range (High / Low) (TL) N
outlook and potential regulatory actions supportive of the private 1_;;:? 76:52 /2 4:12
pension business. td 61.10/53.10
" .Life insurance business growth to decelergte a.mid elevated TL seerEree AL Abselvie Relative
interest rates: We foresee the company registering ¢.60% yly life 1 omn I 5% I 206
GWP growth in 2024 due to decelerating consumer lending growth  3.montn 18% 16%
in the banking sector. 1-year 68% | 205
= Secular dividend payer: In our forecasts, we assume a 30% pay- b A A
out ratio for Agesa, equivalent to a 4% dividend yield from 2023 100 140
earnings. We expect a dividend distribution since the company's g0 | 120
solvency ratio is at a comfortable level of 145% as of 3Q23, above 100

60 80

the regulatory requirement.

® Main risks: i) macro volatility negatively impacting pension AuMs, 40 3 o0
exit rates, and new enrollments, and (ii) regulatory measures on the 20 L 1%
1 20

bancassurance business.
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== Price (LHS) Rel. Perf. (RHS)

Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A

Net Income 834 86% 1,294 55% 1,896 47% 2,485 31% &S @ifdfT 12, 2020

Book Value 1,691 92% 2,775 64% 4,343 56% 6,069 40% Relatives are against the BIST-100 Total Return Index
PIE () 56 6.1 5.2 40

P/BV (x) 28 2.8 2.3 16

EPS (TL) 4.63 7.19 10.53 13.80

Div. Yield (*) 0.0% 1.4% 3.9% 7.7%

ROAE 64.8% 57.9% 53.3% 47.7%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Oguzhan Vural
oguzhan.vural@ykyatirim.com.tr
+90 212 319 83 65
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Balance Sheet (TL mn) 2021 2022 2023E 2024E 2025E
Cash & Equivalents 1,038 1,091 1,627 1,952 2,343
Financial Investments 753 2,371 3,790 5,685 7,675
Life Insurance Investments 4,258 7,357 13,901 21,517 31,031
Pension Receivables 43,489 75,639 134,310 217,569 319,553
Other Assets 877 1.124 950 1,045 1,150
Total Assets 50,216 87,583 152,992 246,317 360,591
Pension payables 43,858 76,357 135,586 219,635 322,587
Technical Reserves 5,106 8,774 14,163 21,807 31,348
Other Liabilities 370 761 468 533 587
Shareholders' Equity 882 1,691 2,775 4,343 6,069
Total Liabilities & Equity 50,216 87,583 152,992 246,317 360,591
Income Statement (TL mn) 2021 2022 2023E 2024E 2025E
Life insurance gross premiums 1,966 3,640 7,280 11,648 16,307
Investment Income 1,994 2,048 2,048 2,048 2,048
Gross Claims -233 -531 -1,181 -1,889 -2,645
Net provisions -2,678 -3,540 -5,497 -7,640 -9,547
Life insurance operating expenses -542 -878 -1,537 -2,383 -3,455
Life insurance technical income/loss 363 485 681 1,199 1,984

Non-Life insurance technical income/loss 6 5 5 5 5

Fund management fee income 442 758 1,450 2,457 3618
Management & Entrance fees 104 149 327 487 676
Net other income/loss -31 -58 -89 -139 -194
Fund management expenses -65 -116 -218 -344 -470
Pension operating expenses -567 -1,160 -2,321 -3,713 -5,384
Pension technical income/loss -117 -428 -851 -1,252 -1,754
Total technical income / loss 251 63 -164 -47 236
Net investment income 358 941 2,033 2,719 3,273
Other income/loss ] 29 32 36 41
Earnings before tax 615 1,033 1,902 2,709 3,550

Tax expense -167 -199 -608 -813 -1,065
Net Income 448 834 1,294 1,896 2,485
Key Indicators 2021 2022 2023E 2024E 2025E
Life technical margin 18% 18% 10% 1% 13%
Gross premium growth 55% 85% 100% 60% 40%
Pension AUM growth 43% 72% 82% 62% 47%
Pension AUM size 42,816 73,634 134,310 217,569 319,553
Fund management fee margin 1.2% 1.3% 1.4% 1.4% 1.4%
Net income growth 54% 86% 55% 47% 3%
ROE 57% 65% 58% 53% 48%
P/E 78 56 77 52 4.0
P/BV 3.9 2.8 2.8 2.3 1.6

Source: Company financials, YKY estimates

Jan 16, 2024 - Agesa Emeklilik

Company Description

Agesa (Avivasa previously) was established in
2007 and is jointly owned by Avivasa
International and Sabanci Holding. Avivasa
serves around 2.5 million customers through
multichannel  distribution  structure.  The
company’s extensive distribution structure
comprises solid bancassurance network of
Akbank, the industry’s largest direct sales team,
and alternative distribution channels for
corporate projects, agencies and telesales.
During June 2021, Avivasa sold its stake in the
Company to Ageas Insurance.

Agesa is the leader player (19.6%) in the market
in terms of AuM and ranks fifth in the market in
terms of number of participants (10% share) as
of YE23. Total AuM including state contribution
stands at TL136bn

Main catalysts: i) new supportive actions for
pension, ii) rate cut cycle to support life business

Main risks: i) any macro volatility negatively
impacting pension AuMs, exit rates, and new
enrollments, and (ii) regulatory measures on the
bancassurance business.

Ownership Structure
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AKSIGORTA

Favorable 2024 outlook

We keep our 12M target share price for Aksigorta unchanged at
TL8.2/sh. representing 34% upside potential, and maintain our BUY
rating. Aksigorta is trading at 2.3x P/B and 5.9x P/E on our 2024
estimates. We do not incorporate adividend from 2023 earnings since
the solvency ratio is close to regulatory thresholds. Aksigorta has
been a member of our Model Portfolio since Sept’23 and provided a
2% relative return vs. the XU100

Solid premium growth to continue thanks to price hikes and
benign GDP growth: Gross Written Premium (GWP) growth is highly
correlated with real GDP growth. We foresee c¢.3% real GDP growth in
2024, which should support insurers' premium growth. We foresee
65% GWP growth for 2024, also thanks to the inflationary environment
in 1H24.

Technical losses to recover in 2024: We expect to observe lower
claims, especially in the mandatory traffic insurance premiums (MTPL)
and Motor Own Damage (MOD) segments, thanks to limited TL
depreciation. The regulator has also hiked the monthly maximum price
rate for MTPL to 10% per month (which was 2% in 2023) effective for
January/February and 5% per month until May. The related rate will
depend on the claims cost index starting from May.

Investment income to boost profitability thanks to AuM
expansion & elevated TL interest rates: The company's AuM had
reached almost TL9bn as of 3Q23. High TL deposit rates and a lower
Turkiye CDS support investment gains.

Solvency level remains inadequate for dividend pay-out:
Aksigorta's solvency ratio stands at ¢.100%. We do not incorporate
any dividends from 2023 earnings in our estimates, similar to 2021/22.
We incorporate a dividend pay-out starting from 2024 earnings.

Main risks: (i) regulatory measures, (i) earlier than expected Central
Bank rate cuts, (iii) Low solvency ratio

Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Net Income -121 n.m. 717 n.m. 1,666 132% 2,569 54%
Book Value 1,304 24% 2,688 106% 4,354 62% 6,257 44%
P/E (x) nm. 9.8 5.9 3.8
P/BV (X) 21 2.6 2.3 1.6
EPS (TL) -0.08 0.44 1.03 1.59
Div. Yield (*) 0.0% 0.0% 0.0% 6.8%

ROAE

-10.3% 29.1% 47.3% 48.4%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Company Report
Tarkiye / Pension & Insurance

Jan 16, 2024

Rating BUY
Target Price TL8.20
Upside (Dow nside) 34%
Share Data
Ticker AKGRT.TI/ AKGRT.IS
Close Price TL6.12
Current MCap. (TL/US$ mn) 9,865 /329
Number of Shares (mn) 1612
Free Float 28%
3m Avg. Daily Turnover (TL/US$ mn) 190.48/6.62
Trading Range (High / Low) (TL)
1-month 6.12/4.83
1-year 8.50/2.59
Ytd 6.12/5.25
Performance (TL) Absolute Relative
1-month il 20 I | 17%
3-month -12% -9%
1-year 87% | | 13%
Ytd 17% 9%
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8 1 1 150
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== Price (LHS)

as of Jan 12, 2024

Rel. Perf. (RHS)

Relatives are against the BIST-100 Total Return Index

Oguzhan Vural

oguzhan.vural@ykyatirim.com.tr

+90 212 319 83 65
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Balance Sheet (TL mn) 2021 2022 2023E 2024E 2025E
Cash & Equivalents 2,194 5,148 5,882 7,586 10,213
Financial Investments 2,962 2,892 3,304 4,261 5737
Receivables 1,548 2,867 5,770 9,520 13,804
Total Assets 7,388 9,370 13,944 20,450 28,181
Technical Reserves 4,074 6,840 11,285 16,364 20,455
Shareholders' Equity 1,048 2234 2,688 4,354 6.257
Total Liabilities & Equity 7,388 9,370 13,944 20,450 28,181
Income Statement (TL mn) 2021 2022 2023E 2024E 2025E
Technical Income 3,360 5,000 8,674 14,501 21,670
Gross Written Premium 6,988 13,563 27,299 45,044 65313
Net Written Premium 3,294 4,912 8,618 14,414 21,553
Technical Expense -3,905 6,638 10,336 15,882 22,713
Gross Claims -3.457 -6,663 -17.974 -28,756 -41,696
Net Claims -3,050 -5,261 -7.880 -12,033 -17.447
Operating Expenses -871 -1,056 -2,195 -3,448 -4,721
Other -185 -320 -260 -403 -545
Technical Profit -545 -1,637 -1,662 -1,382 -1,043
Net investment income 832 1,473 2,666 3,761 4,713
Other gain/loss 8 43 -252 0 0
Income before tax 295 121 751 2,380 3,670
Tax expense -105 0 -34 -714 -1,101
Net Income 189 -121 717 1,666 2,569
Key Ratios 2021 2022 2023E 2024E 2025E
GWP growth 33% 94% 101% 65% 45%
Technical profit growth - - - - -
Net income growth -57% - - 132% 54%
Expense Ratio 20% 21% 25% 24% 22%
Technical Margin -17% -33% -19% -10% -5%
Combined ratio 116% 133% 119% 110% 105%
Investment Yield 22% 27% 33% 31% 28%
Leverage (x) 7.0 59 7.7 7.0 6.2
ROA 2.9% -1.2% 4.2% 6.5% 7.4%
ROE 17% - 29% AT% 48%
P/B 2.4 1.2 28 23 16
PIE 13.3 -22.9 9.8 5.9 3.8
P/GWP 0.4 0.2 0.3 0.2 0.2

Source: YKY Research, Company

Jan 16, 2024 — Aksigorta

Company Description

Aksigorta provides mainly non-life insurance
services. The Company is 6" largest non-life
insurer in Turkey with its 6.2% market share
according to gross written premium (GWP) as
of 9M23. Aksigorta’s presence in motor own
damage (MoD) and fire&natural disasters is
stronger with respective market shares of 7%
and 9%.

The Company’s capital adequacy ratio (CAR)
stands at ¢.100% as of 1H23.

Major Strengths: i) efficient opex optimisation,
ii) effective pricing tools thanks to pioneer IT
utilisation in the sector

Major Risks: i) regulatory measures, (ii) earlier
than expected rate cuts by the Central Bank,
(iii) Low solvency ratio

Ownership Structure

Ageas
Insurance
36%
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ANADOLU HAYAT

Solid profitability & comfortable solvency

Werevise our 12M target share price for Anadolu Hayat to TL55/sh
upward. (prev. 46TL/sh) and upgrade our recommendation to BUY
(from UP). We raise our TP based on a better-than-expected
pension business outlook. Our 12M target price offers 40% return
potential. The stock is currently trading at 2024E 1.9x P/B and 4.7x
P/E based on our estimates. We also calculate a 6% dividend yield
from 2023 earnings.

Life insurance business growth to decelerate. We foresee the
company registering 50% yly life GWP growth in 2024 (vs. +100%
in 2023E) due to elevated TL consumer loan rates in the banking
sector.

Solid private pension AuM growth to be sustained in 2024:
Private pension AuM has grown c¢.80% y/y in 2023. We expect
AuM growth of ¢.60% in 2024, driven by a more visible
macroeconomic outlook coupled with regulatory actions supportive
of the private pension business. Additionally, hikes in the minimum
wage will support the company's fund management fees, which are
proportional to the minimum wage.

Secular dividend payer with earnings growth momentum
ahead: We assume a 40% pay-out ratio for Anadolu Hayat from
2023 earnings, corresponding to a 6% dividend yield from 2023
earnings. We foresee 38% EPS growth in 2024 and 47% ROE.
The company's solvency ratio is comfortable at 264% as of 1H23.

Main risks: i) any macro volatility negatively impacting pension
AuMs, exit rates, and new enrollments, and (ii) regulatory
measures on the bancassurance business.

Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E
Net Income 1,355 98% 2,601 92% 3,580 38% 4316 21%
Book Value 3,389 83% 6,328 87% 8,867 40% 11,394 28%
P/E (x) 46 a8 47 3.9
P/BV () 1.9 2.0 1.9 15
EPS (TL) 3.15 6.05 8.32 10.04
Div. Yield (*) 6.5% 5.6% 6.2% 10.6%

ROAE

51.7% 53.5% 47.1% 42.6%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Rating

Target Price

Upside (Dow nside)

Share Data
Ticker

Close Price

Current MCap. (TL/US$ mn)
Number of Shares (mn)

Free Float

3m Avg. Daily Turnover (TL/US$ mn)

Company Report
Tarkiye / Pension & Insurance

Jan 16, 2024

BUY

TL55.00
40%

ANHYT.TI/ANHYT.IS
TL39.30

16,899 /563

430

17%

33.14/1.16

Trading Range (High / Low) (TL)

1-month
1-year
Ytd

Performance (TL)

1-month
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1-year
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Oguzhan Vural
oguzhan.vural@ykyatirim.com.tr
+90 212 319 83 65
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Balance Sheet (TL mn) 2021 2022 2023E 2024E 2025E
Cash & Equivalents 423 1,302 2,023 833 1,069
Financial Investments 2,323 4,440 7,804 10,926 14,204
Life Insurance Investments 4,657 7,732 13,833 21,442 28,625
Pension Receivables 43,162 75,664 133,821 216,488 301,807
Other Assets 899 1,443 62 1,809 2,026
Total Assets 51,465 90,582 157,543 251,498 347,731
Pension payables 43,595 76,471 135,248 218,796 305,024
Technical Reserves 5,564 9,454 14,446 22,085 29,300
Other Liabilities 457 1,268 1,522 1,750 2,012
Shareholders' Equity 1,849 3,389 6,328 8,867 11,394
Total Liabilities & Equity 51,465 90,582 157,543 251,498 347,731
Income Statement (TL mn) 2021 2022 2023E 2024E 2025E
Gross premiums 1,968 3,521 7,042 10,563 14,788
Gross Claims -592 =797 -1,818 -2,898 -4,301
Life insurance operating expenses -428 -795 -1,676 -2,483 -3,444
Life insurance technical income/loss 310 430 975 1,545 2,280
Fund management fee income 450 727 1,351 2,173 3,086
Management & Entrance fees 140 218 304 448 581
Net other income/loss -5 -29 -27 -19 0
Fund management expenses -15 -28 -53 -85 -120
Pension operating expenses -376 -754 -1,282 -2,115 -3,035
Pension technical income/loss 193 141 293 403 513
Total technical income / loss 503 571 1,268 1,948 2,793
Net investment income 410 1,126 2,339 3,166 3,373
Other income/loss -31 1 -95 0 0
Earnings before tax 880 1,692 3,512 5,114 6,166

Tax expense -194 -337 911 -1,534 -1,850
Net Income 686 1,355 2,601 3,580 4,316
Key Indicators 2021 2022 2023E 2024E 2025E
Life technical margin 16% 12% 14% 15% 15%
Gross premium growth 17% 79% 100% 50% 40%
Pension AUM growth 42% 75% 78% 62% 39%
Pension AUM size 43,012 75,320 133,821 216,488 301,807
Fund management fee margin 1.3% 1.3% 1.3% 1.3% 1.2%
Net income growth 32% 98% 92% 38% 21%
ROE 40% 52% 54% 47% 43%
P/E 6.2 4.6 4.8 4.7 3.9
P/BV 23 1.9 2.0 1.9 1.5

Source: Company financials, YKY estimates

Jan 16, 2024 — Anadolu Hayat

Company Description

Being a subsidiary of Isbank, Anadolu Hayat
was founded as the first life insurance company
in 1990 and was transformed and reorganized
into a private pension company in 2003 upon
establishment of the private pension system in
Turkey. The company mainly utilizes bank
branches for sales network through 4 banks
(Isbank, Anadolubank, TSKB and Bankpozitif)
at 1,396 branches. Direct sales, agents,
brokers and alternative delivery channels
constitute the rest of its distribution network.

Anadolu Hayat ranks as the third player in the
pension market in terms of pension AuM
(17.8% share) as of YE23. AuM including state
contribution stands at TL127bn while number of
participants reached 1.4 million.

Main catalysts: i) new supportive actions for
pension, ii) rate cut cycle to support life
business

Main risks: i) any macro volatility negatively
impacting pension AuMs, exit rates, and new
enroliments, and (i) regulatory measures on
the bancassurance business.

Ownership Structure

Free

Float & __—
Other

16%

Anadolu
Sigorta
20%
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TURKIYE SIGORTA

Supportive macro-economic environment
persists

We fine-tune our estimates for Tiirkiye Sigorta and revise our 12M
TP to TL62/sh. (prev. TL49/sh.) representing 39% upside potential.
Our recommendation is upgraded to BUY (from HOLD) thanks to
afavorable environment. Tlrkiye Sigorta is trading at 2.3x P/B and
4.5x P/E on our 2024 estimates with 66% ROE. We foresee solid
profitability prevailing in 2024. We pencil in 4% dividend vyield
from 2023 earnings.

Solid premium growth to continue in 2024: Gross Written
Premium (GWP) growth is highly correlated with real GDP growth.
We foresee ¢.3% real GDP growth in 2024, which should support
insurers' premium growth. We foresee 65% GWP growth in 2024,
boosted also by elevated inflation during 1H24.

Traffic segment claims to normalize in 2024 thanks to
regulatory actions: Turkiye Sigorta's market shares in the MTPL
and MoD segments are 12% (2") and 9% (4™"), respectively, as of
9M23. We expect a gradual recovery in the technical results of
these segments in 2024. The company's stronger presence in non-
traffic segments should also support profitability.

Elevated investment income gains to continue: The investment
portfolio of Turkiye Sigorta is TL-weighted. Total assets under
management reached TL43bn as of 3Q23. High TL deposit rates
should continue to support investment gains in 2024.

Secular dividend payer with comfortable capital ratio: We
assume a 30% pay-out ratio for Turkiye Sigorta (2021: 50%, 2022:
17%) corresponding to 4% dividend yield from 2023 profit. The
company's solvency ratio is at a comfortable level of 172%. We
foresee Turkiye Sigorta posting 77% EPS growth and generating
66% ROE in 2024.

Main risks: (i) macro volatility (lower GDP growth could jeopardize
premiums, (ii) regulatory measures, (iii) earlier than expected rate

cuts.

Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A

14,517 26%
32,255 44%

Net Income 941 -11%
4,631 10%

6,518
12,783

nm.
176%

11,517 7%

Book Value 22,345 75%

3.6
1.6

8.1
1.6

3.7
1.9

4.5
23

P/E (x)
P/BV (x)

12.50
8.9%
53.2%

EPS (TL)
Div. Yield (¥)
ROAE

0.81
7.7%
21.3%

5.61
0.5%
67.9%

9.92
3.8%
65.6%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Rating BUY
Target Price TL62.00
Upside (Dow nside) 39%
Share Data
Ticker TURSG.TI/ TURSG.IS
Close Price TL44.68
Current MCap. (TL/US$ mn) 51,897 /1,729
Number of Shares (mn) 1161.523363
Free Float 18%
3m Avg. Daily Turnover (TL/US$ mn) 202.31/7.04
Trading Range (High / Low) (TL)
1-month 46.30/34.50
1-year 46.30/9.06
Ytd 46.30/40.56
Performance (TL) Absolute Relative
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Relatives are against the BIST-100 Total Return Index

Oguzhan Vural

oguzhan.vural@ykyatirim.com.tr

+90 212 319 83 65
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Balance Sheet (TL mn) 2021 2022 2023E 2024E 2025E
Cash & Equivalents 6,104 9,034 12,372 18,271 25,706
Financial Investments 2174 8,606 11,786 17,404 24,486
Receivables 3,377 4,536 10,776 17,780 25,782
Other Assets 2,697 6,024 13,784 19916 20,065
Total Assets 14,351 28,199 48,718 73,372 96,038
Technical Reserves 6,739 14,726 24,299 34504 43,130
Other Liabilities 3,392 7,052 11,638 16,523 20,654
Shareholders' Equity 4,220 6,421 12,783 22,345 32,255
Total Liabilities & Equity 14,351 28,199 48,718 73,372 96,038
Source: YKY Research, Company

Income Statement (TL mn) 2021 2022 2023E 2024E 2025E
Technical Income 4273 7,032 22,086 36,414 54,189
Grass Written Premium 11,750 25173 59,810 98,686 143,095
Net Written Premium 4101 6,893 21,848 36,050 53,703
Technical Expense -4,092 9,161 -22,509 -34,920 -48,799
Gross Claims -3,770 6,916 -28,823 -45,585 -63,236
Net Claims -3,114 -7,263 17,715 -27,105 -37,601
Operating Expenses -957 -1,869 4757 -1,077 -11,161
Other -22 -29 -38 -38 -38
Technical Profit 181 -2,129 424 1,494 5,390
Net investment income 1,406 3,159 9,434 14,960 15,348
Other gain/loss -184 235 -535 0 0
Income before tax 1,403 1,266 8,475 16,453 20,738
Tax expense -345 -324 -1,957 -4.936 6,221
Net Income 1,058 941 6,518 11,517 14,517
Key Ratios 2021 2022 2023E 2024E 2025E
GWP growth 32% 114% 138% 65% 45%
Technical profit growth -75% -1277% -80% -452% 261%
Net income growth -8% A11% 592% 7% 26%
Expense Ratio 23% 27% 22% 22% 21%
Technical Margin 4% 3% -2% 4% 10%
Combined ratio 96% 130% 102% 96% 90%
Investment Yield (dividend+FX+interest) 20% 27% 29% 26% 21%
Leverage (x) 34 44 38 3.3 3.0
ROA 8.3% 4.4% 16.9% 18.9% 17.1%
ROE 28% 18% 68% 66% 53%
P/B 15 12 19 23 16
PIE 6.2 8.1 37 45 36
PIGWP 0.6 0.3 04 0.5 04

Source: YKY Research, Company

Jan 16, 2024 — Tiirkiye Sigorta

Company Description

Turkiye Sigorta was established in August 2020 with
the merger of three mid-size state-owned insurance
companies; Gunes Sigorta, Halk Sigorta and Ziraat
Sigorta and became the largest player in Turkish
non-life insurance market with a 13.4% overall
market share based on gross written premium as of
9M23.

Turkiye Sigorta is essentially engaged in non-life
insurance while its exposure to life & pension
businesses is mainly coming from its 7.4%
ownership at Turkiye Emeklilik&Hayat. Turkiye
Hayat & Emeklilik is the largest pension company in
terms of number of participants (second in terms of
AuM) and life insurer in terms of GWP production.

The Company’s capital adequacy ratio (CAR) stands
at 172% as of 1H23.

Major Strengths: i) market leader positioning, ii)
leader bancassurance distribution network

Major Risks: i) macro-economic risks, ii) regulatory
actions, (iii) earlier than expected rate cuts

Ownership Structure

TVF
Finanzal

atnmiar
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UNLU Yatirnm Holding

Rating HOLD
Prime beneficiary of potential foreigner Target Price TL23.00
' =L Upside (D id 39%
interest to Tiirkiye pside (Downside) 0
We keep our 12M target share price for UNLU unchanged at S_hare Data
. Ticker UNLU.TI/UNLU.IS
TL23/sh. and keep our HOLD recommendation. Our 12M target _

) ) . : Close Price TL16.56
price offers 39% return potential. The stock is currently trading Current MCap. (TL/USS mn) 2.898 /97
at 1.6x P/B and 4.4x P/E based on our 2024 estimates. Our Number of Shares (mn) 175
projections exclude any potential gains from the still-awaited Tz Fla %

3m Avg. Daily Turnover (TL/US$ mn) 23.20/0.81

new investment banking license, which could act as a strong. We
did not incorporate potential negative impact of inflation
P P 9 P Trading Range (High / Low) (TL)

accounting due to uncertainties. 1-month 1710/ 14.61

= Core strengths to surface more in 2024: We expect to observe Lyear 24.0076.99

. : ] ) ) . ] Yid 16.95/15.80
higher foreign interest in Turkish assets in 2024. We consider
UNLU a prime beneficiary of a revival in foreign inflow to Tiirkiye Performance (TL)  Absolute Relative
thanks to its strong market positioning and record of 1-month i 3% [ -6%
accomplishments. We foresee the Company's ROE at 42% in 3-month |] -17% -14%
2024 (vs. 38% in 2023E). We foresee the NPL business  l¥ear L 101% | 22%
remaining resilient during 1H24 amid the inflationary i ﬂ 5% -2%
environment&high minimum wage hike, while we expect the 26 1 170
remaining operational revenue contributions to accelerate during 2 150
2H24. 0 130
= Diversified revenue base: Corporate finance, institutional sales, 14k 110

1 90
1 70

wealth management, NPL management, and Treasury
operations comprised 7%, 12%, 25%, 37%, and 20% of total

10

revenues, respectively, as of the first nine months of 2023. We 61 150
foresee corporate finance and institutional sales revenue 2 ' ' ' ' ' ' ' 30
acceleration during 2024 based on our expectation of higher S §8 & ¥ ® ® S «
— — o o o o — —
foreign interest in Turkish assets.
== Price (LHS) Rel. Perf. (RHS)
Potential investment banking license: UNLU applied to the s T 5 S
BRSA in September 2021 for an 'investment banking license. Relatives are against the BIST-100 Total Return Index
Once granted, the new license should allow UNLU to leverage its
balance sheet better and further widen its product portfolio,
thereby augmenting its growth outlook. Our projections, for now,
exclude any potential gains.
Consolidated Financials and Multiples
(T Lmn} 2022 A 202IE A 20 24E A 2025E i
Mat hoome 288 23T% 414 4% G50 BE 46 4% Oguzhan Vural
Book W she 854 4T% 1,310 48% 18680 4% 2711 45% -
oguzhan.vural@ykyatirim.com.tr
PE(® 43 5T 44 3.1 400 212 319 83 65
PEBV(® 13 18 18 1.1
EFS (TL) 1.54 237 178 540
DiweYield (% 0.0% Q7% 35% 3.8%
ROE I5.8% ITER 415% 41.4%
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P&L (mn TL) 2021 2022 2023E 2024E 2025E
Net Revenues 300 692 1,260 2,085 3,236
yly growth 24% 131% 82% 66% 55%
Corporate Finance M 7 105 179 339
-Stake in Total 14% 10% 8% 9% 10%
-Annual Growth 15% 75% 47% 70% 90%
Institutional Sales 36 87 140 280 532
-Stake in Total 12% 13% 1% 13% 16%
-Annual Growth 37% 143% 62% 100% 90%
Wealth & Asset Management 56 152 305 519 830
-Stake in Total 19% 22% 24% 25% 26%
-Annual Growth 38% 171% 100% 70% 60%
NPL 142 287 460 721 1,012
-Stake in Total 47% 41% 37% 35% 31%
-Annual Growth 23% 102% 60% 57% 40%
Treasury & Other 26 95 250 388 523
-Stake in Total 8% 14% 20% 19% 16%
Operating Expenses 246 484 967 1,596 2,314
yly growth 32% 97% 100% 65% 45%
EBIT 55 209 293 490 922
yly growth -2% 282% 40% 67% 88%
Net investment&finance incomelexpense 56 142 275 400 356
Pretax income 110 351 568 890 1,278
Net Profit 80 269 414 659 946
Net Profit margin 26.5% 38.8% 32.9% 31.6% 29.2%
Net Profit yly growth 30% 238% 54% 59% 44%
Balance Sheet (mn TL) 2021 2022 2023E 2024E 2025E
Total Assets 939 1,716 2,818 4,309 6,237
Cash and Cash Equivalents 27 264 1,146 1,805 2,750
Financial Investments 107 505 334 485 606
NPL Portfolios 271 270 198 396 731
Total Liabilities 332 822 1,508 2,450 3,526
Total Financial Debt 188 609 396 722 1,152
Equity 607 894 1,310 1,860 2711
KPls 2021 2022 2023E 2024E 2025E
ROE 19% 36% 38% 42% 41%
ROA 10.3% 202% 18.3% 18.5% 17.9%
PIE 121 43 57 44 31
PiB 16 13 18 16 11
Leverage (x) 15 19 22 23 23
Cost/Income 82% 70% 7% 77% 2%

Source: YKY Research, KAP

Jan 16, 2024 — UNLU Yatirim Holding

Company Description

UNLU & Co was established in 1996 and is
one of the longest standing non-bank
investment houses in Turkey. The Company
has grown its presence in the Turkish M&A
market eye-catchingly since its foundation
thanks to its prominent management, being
the market leader in the Turkish M&A market
by the number of transactions (transactions
over US$30mn).

Major Strengths: i) Pioneer/leader of M&A
business & leading position at major
operations, i) diversified and complementary
business operations, iii) will be the main
beneficiary of potential foreign interest in
Turkish capital markets

Major Risks: (i) Regulatory risks, (ii) Macro-
economic and geopolitical risks curbing
foreigners’ interest for Turkish assets, (iii)
Potential share sale of Wellcome Trust, (iv)
Inflation accounting impact

Ownership Structure
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A likely downturn following a record-breaking 2023

2023 has been a record-breaking year for domestic automotive sales. Accordingly, PC sales closed the year with a
remarkable performance of 967.3k units sold, up by 63%, while LCV sales were up by 39% with 265.3k unit sales. Total
LV sales in 2023 exceed 1.2mn levels, surging by 57% y/y. The impressive demand was attributable to improvement in
supply-side issues with easing the parts shortage, pent-up demand of 5 years, and the attractiveness of car purchases
as an FX-protected hedge against inflation in the low-interest rate environment of 1H23. The industry's export
performance was also quite strong, with 15% growth on the back of positive momentum in the European market, which
derived from 3-year pent-up demand arising from the parts shortage. Recall that the European automotive sector
(EU+UK+EFTA) grew by 16% in PC in and 12% in LCV in 1H23 based on latest data.

Graph 1: Domestic LV registrations — 000’, unit Graph 2: LV growth by years
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We think that used car prices are a key factor to watch in the industry. Note that the second-hand market is 7 — 8 times
larger than Turkiye's brand-new vehicle market. Recall that in 2023, the gap between used and brand-new cars narrowed
due to a lack of vehicle availability amid huge demand. We have seen some degree of normalization in prices thus far;
however, prices remain far from normal levels that decrease by 10% each year. Hence, this may support the demand
for brand-new vehicles. However, we may see a shift back to second-hand vehicle purchases with the normalization of
the gap between used and brand-new vehicle prices through 1H24. Fleet purchases, smaller than in previous years,
may also recover as leasing becomes more favorable for firms amid the ongoing high-interest rate environment. Finally,
lower-than-expected depreciation of the TL and larger promotions may support demand in the industry. Considering
these, we made a slight update to sales forecasts from 850k unit sales to 900k unit sales, corresponding to ¢.27% yly
contraction.

Otokar <OTKAR TI> has announced its non-consolidated figures for 2023. Accordingly, the company has achieved 5.1k
unit sales, up 44% yly on the back of strong bus category performance with a 68% yl/y rise in export sales. Also, with
the addition of new contracts, armored vehicle sales improved to 305 units, up 43% y/y, which is also crucial in terms of
margin performance. Overall, we are more positive regarding the armored vehicle business for 2024 and thanks to the
rising backlog and the potential for new contract wins, we expect the category to be the main catalyst.

The Turkish tractor market also performed very well with an 18% volume growth, primarily due to factors such as
favorable loan rates, which feature a 50% reduction for locally manufactured tractors and 25% for imported tractors
provided by Ziraat Bank. With the uptrend in loan rates and the fulfilled demand in 2023, we expect a 20% contraction
in the market. This may also bring down tractor prices in USD terms and lead to margin normalization.
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FORD OTOSAN
Solid top-line growth outlook

We update our figures for FROTO based on our new macro
assumptions while retaining our BUY recommendation and slightly
reducing our TP for the stock from TL1,310 (EUR45.3) to TL1,220
(EUR37.1). Given its widening footprint in the European auto market
with rising production capacity, we continue to like the growth story
of the Company. Also, upon completion of the transfer of the Ford
Courier and ramp-up of the new Ford Custom, we estimate sales
volume performance to be supported in 2024. For now, we project a
12% rise in total sales volume despite our expectation of ¢.30%
contraction in the Turkish auto market in 2024 after a record-breaking
2023. Still, thanks to 80% of the company’s sales being generated in
the int’l market, we anticipate FROTO being less affected by a
domestic marketdownturn. On our estimates, the FROTO sharestrade
at an attractive multiple of 6.3x EV/EBITDA corresponding to ¢.15%
discount compared to its 3-year historical average, which we find as
unwarranted given its strong growth outlook, robust balance sheet
(2023e: 1.0x net debt/EBITDA), and resilient FCF margin (2024e: 3%).

*= We are forecasting 69% y/y top-line growth in 2024. We expect
FROTO to post 28% y/y sales wlume growth in 2023 (domestic: 32%,
int’l: 27%). For 2024, following the rising effective annual production
capacity we forecast 9% sales volume growth. Accordingly, we estimate
69% y/y top-line growth an 8% rise in revenues in EUR terms.

m Relatively lesser margin normalization after supply-demand
imbalance. Following the moderation in demand environment in the
domestic market, we expect EBITDA margin to fall back to the previous
years levels. On the other hand, the increasing share of electric vehicle
models in total sales may also pull down consolidated profitability for the
upcoming years. Still, we expect the decline in margins to remain
relatively minimal, mainly due to the low share of domestic sales.

m Stronger-than-expected TL may pose some risk to growth. After the
tightening in monetary policy, a stronger-than-expected TL scenario may
pressure growth and margin performance as the company is Turkiye's
top exporter.

Consolidated Financials and Multiples
(TLmn) 2022 A 2023E A
171,797 142% 333,548 94%
19,727 108% 37,631 91%
18,614  111% 34,997 88%
6.1 7.2
7.1 7.6
0.8 0.9
53.0 99.7
5.4% 5.8%
2.0% -0.1%

2024E A
562,619 69%
53,118 41%
43,833 25%
6.3
6.3
0.6
124.9
9.3%
2.6%

2025E A
793,052 41%
74,020 39%
60,897 39%
4.5
4.7
0.4
173.5
14.6%
1.6%

Revenue
EBITDA

Net Income
P/E (x)
EV/EBITDA (x)
EV/Sales (x)
EPS (TL)

Div. Yield (*)
FCF Yield

(*) yields are based on payment dates
Source: Company Financials, YKY Research
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Jan 16, 2024 — Ford Otosan

Ford Otosan was established in 1959 in Ankara.
The Company is Ford Europe's largest
commercial vehicle production center, with a
y early production capacity of 746,500 vehicles,
436,500 engines, and 140,000 powertrains as of

Ford Otosan is the goods export champion of

Ford Otosan operates at 4 main centers with its
Golcik and Y enikdy Plants in Kocaeli, Eskisehir
Plant in Eskisehir, Sancaktepe R&D Center and
Spare Parts Warehouse in istanbul and Craiova

The company produces 75% of Ford Motor
Company’s LCVs soldin Europe while producing
Ford’s bestsellingLCVs such as the Transitand
Custom, as well as Ford’s bestselling PC in

Potential catalysts include; i) stronger demand; i)
TL depreciation; iii) further expansion in Ford

Potential risks include; i) competition, ii) delay in
capacity expansion; iii) stronger than expected

Ford Motor
Co.; 41%

Yatinm

Financial Summary (TLmn) 2021 2022 2023E 2024E 2025E

Income Statement Company Description
Total Revenues 71,101 171,797 333,548 562,619 793,052

Gross Profit 11,154 23,941 47,697 69,483 96,752

Opex -2,745 -6,109 -13,331 -21,471 -29,658

EBITDA (*) 9,464 19,727 37,631 53,118 74,020

Depreciation 1,054 1,895 3,264 5,106 6,925

Operating Income 8,410 17,832 34,366 48,012 67,094 2023.

Financial Income/Expense -716 -3,503 -12,016 -12,353 -17,110

Net Other Income/Expense 993 1294 10980 7314 10310 Tiirkiy e for 8 consecutive years.
Profit (Loss) from Subsidiaries 0 0 0 0 0

Pre-Tax Income 8,687 15,623 33,330 42,974 60,294

Tax 114 2,991 1,667 859 603

Minority Interest/Other 0 0 0 0 0

Net Income 8,801 18,614 34,997 43,833 60,897 Plant in Romania.
Balance Sheet

Cash and Liquid Assets 14,174 10,115 32,203 24,539 22,145

Inventories 5,269 13,854 26,784 46,207 65,243

Accounts Receivable 11,407 25,851 50,190 84,660 119,334

Other Current Assets 1,964 5,305 8,820 13,704 17,434 Europe, the Puma.
Total Current Assets 32,814 55,125 117,997 169,109 224,155

Fixed Assets (**) 6,636 27,096 45,847 65,431 82,842

Financial and Equity Investments 50 146 153 161 161 Potential catalysts and risks
Other Non-Current Assets (**) 3,293 13,686 23,129 34,436 43,799

Total Non-Current Assets 9,979 40,928 69,130 100,028 126,802

Total Assets 42,793 96,052 187,127 269,137 350,957 Motor Company’s network.
Short-Term Debt 8,257 13,219 29,278 39,589 47,918

Accounts Payable 11,379 30,146 58,282 100,545 141,968

Other Current Liabilities 1,147 2,841 2,841 2,841 2,841

Total Current Liabilities 20,782 46,206 90,401 142,975 192,727 L.

Long-Term Debt 10,799 24,700 37,864 42,782 47,622

Other Non-Current Liabilities 1,063 3,744 6,365 9,007 11,511

Total Non-Current Liabilities 11,862 28,444 44,229 51,789 59,133

Minority Interest 0 0 0 0 0

Total Shareholders' Equity 10,149 21,402 52,496 74,373 99,097

Total Liabilities and Equity 42,793 96,052 187,127 269,137 350,957

Cash Flow Statement

Operating Cash Flow 5,314 16,907 30,021 39,553 51,805 Ow nership Structure
Investing Cash Flow -2,369 -9,632 -21,940 -6,179 -33,727

Financing Cash Flow 11,362 21,544 31,845 17,870 15,673 Free Float
Dividends Paid 3576 6,562 -15,444 -25,812 -40,348 1%
Free Cash Flow 571 2,267 -317 7,298 4,514

Net Debt 4,882 27,804 34,939 57,831 73,395

Key Ratios

Gross Margin 15.7% 13.9% 14.3% 12.4% 12.2%

EBITDA Margin 13.3% 11.5% 11.3% 9.4% 9.3%

Net Income Margin 12.4% 10.8% 10.5% 7.8% 7.7% e

ROE 102.4% 118.0% 94.7% 69.1% 70.2%

Sales Growth 44% 142% 94% 69% 41%

EBITDA Growth 79% 108% 91% 41% 39%

Earnings Growth 110% 111% 88% 25% 39%

Net Debt-to-Equity (X) 0.5 13 0.7 0.8 0.7

Net Debt-to-EBITDA (X) 0.5 1.4 0.9 1.1 1.0

Source: Company Financials, YKY Research

(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"

72



YapiKredi

Equity

Yatirim Research

OTOKAR

A great outperformancein 2023

We are transferring our coverage for OTKAR. We have a Hold
recommendation for the stock with a TP of TL600/share (previous:
Under Review). The company successfully increased itstop-line
and EBITDA ¢.150% and ¢.190% in 9M23, supported by the
accelerationindefencecontracts. Recall thatthe company posted
anon-consolidated salesvolume growth of 44%, and itsarmoured
vehicle sales grew by 43%, suggesting a glowing performance for
4Q. Overall, we expectthe company to endthe year on a high note.
Also, the recent armoured vehicle contract award amounting to
c.USD136mn is also materially positive for both revenue and
margins. Despite favouring the stock’s short-to-mid-term growth
outlook, which may be supported by higher global defence
spending, we opt. to remain cautious regarding the stock for now,
considering its huge 51%outperformance in 2023.

m Accelerated defence contracts. The backlogwas at c.USD265mn
levels in 3Q23; on top of that, the company signed a contract worth
approximately ¢.USD136 million for 6x6 tactical armoured vehicles
to be exported to Estonia. As we see in 4Q sales figures, we think
that this will be one of the growth driver in 2024.

* Indebtednessremainsa concern. As of 9M23, OTKAR'’s net debt
stood at TL7bn, with 4.1x net debt/EBITDA, which will eventually
decline upon receipt of advance payments from the recently signed
contract. Still, considering the current loan rates, we foresee the
financial expense to likely soar, pressuring net earnings for 2024.

m We prefer caution at this stage. An unstable geopolitical
environment may trigger further military spending for 2024. This
would unleash further opportunities for Otokar. However,
considering its current multiples, we think this prospect may already
be priced to some degree. Hence, even though we welcome the
improvement in the financials, we prefer to keep our
recommendation at "HOLD" until we see further acceleration in
contract additions — which we don’t think a big surprise.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A

2025E A

39.468
7.275
3.714

73%
114%
173%

52.526
9.944
5.206

33%
37%
40%

Revenue 9.604 137%
EBITDA 1.244 174%
1.239 10%

113%
36%
19%

22.765
3.405

Net Income 1.362

P/E (x)
EV/EBITDA (x)
EV/Sales (x)

10,0
14,7
19

24,7
12,9
1,9

13,8
9,1
1,7

9,9
7,0
13

EPS (TL)
Div. Yield (¥)
FCF Yield

51,6
4,8%
-15,0%

56,7
0,0%
-3,8%

154,8
0,0%
-2,3%

216,9
0,0%
1,6%

(*) yields are based on payment dates
Source: Company Financials, YKY Research
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Jan 16, 2024

HOLD

TL600.00
40%

OTKAR.TI / OTKAR.IS

TL427.75
51,330/ 1,710
120

27%

208.74 1 7.32

Trading Range (High / Low) (TL)

1-month
1-year
Ytd

445.50 / 393.50
467.00 / 148.10
445.50 / 406.75

Performance (TL) Absolute Relative
1-month -4% [§ -7%
3-month A% U 7%
1-year 46%
Ytd -6%
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400 400
300 1 300
200 1 200
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0 1 1 1 1 1 1 1 1 1 0
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as of Jan 12, 2024

Relatives are against the BIST-100 Total Return Index

Kutluhan Murat Bulut
murat.bulut@ykyatirim.com.tr

+90212 319 83 66
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Fnancial Summary (TLmn) 2021 2022 2023E 2024E 2025E
Income Statement

Total Revenues 4.509 9.604 22.765 39.468 52.526
Gross Profit 1.717 3.044 7512 14.406 19.435
Opex 909 1.980 4.392 7.539 10.029
EBITDA (*) 913 1.244 3.405 7.275 9.944
Depreciation 105 180 285 408 538
Operating Income 807 1.064 3.120 6.866 9.406
Financial Income/Expense -280 -806 -3.335 -5.782 -7.695
Net Other Income/Expense 377 819 1563 2706 3601
Profit (Loss) from Subsidiaries 0 0 0 0 0
Pre-Tax Income 905 1.077 1.348 3.790 5.312
Tax 137 162 13 -76 -106
Minority Interest/Other 0 0 0 0 0
Net Income 1.042 1.239 1.362 3.714 5.206
Balance Sheet

Cash and Liquid Assets 645 1.731 4533 3.376 675
Inventories 1.426 3.870 8.692 14.282 18.858
Accounts Receivable 1.761 4.159 7.484 12.976 17.269
Other Current Assets 128 852 1.447 2.098 2.557
Total Current Assets 3.960 10.612 22.156 32.731 39.358
Fixed Assets (**) 1.136 1.957 2.997 3.989 5.001
Financial and Equity Investments 182 241 80 116 141
Other Non-Current Assets (**) 711 1.342 1.762 2.220 2.543
Total Non-Current Assets 2.029 3.540 4.838 6.325 7.686
Total Assets 5.990 14.152 26.994 39.056 47.044
Short-Term Debt 1.117 6.247 12.872 16.248 16.214
Accounts Payable 555 2.217 4597 7.553 9.973
Other Current Liabilities 1.180 1534 2.608 3.781 4594
Total Current Liabilities 2.852 9.998 20.076 27.582 30.781
Long-Term Debt 1.261 1.301 2.071 2.338 2.630
Other Non-Current Liabilities 379 751 1.276 1.851 2.256
Total Non-Current Liabilities 1.641 2.051 3.347 4.188 4.887
Minority Interest 0 0 0 0 0
Total Shareholders' Equity 1.497 2.103 3.571 7.285 11.377
Total Liabilities and Equity 5.990 14.152 26.994 39.056 47.044
Cash Flow Statement

Operating Cash Flow 1.075 -410 583 1.460 3.765
Investing Cash Flow -844 -1.178 -1.542 -1.829 -1.812
Financing Cash Flow 5.327 7.767 4.169 833 -18.438
Dividends Paid -400 -600 0 0 0
Free Cash Flow 2 -1.872 -1.288 -1.194 804
Net Debt 1.734 5.816 10.410 15.210 18.169
Key Ratios

Gross Margin 38,1% 31,7% 33,0% 36,5% 37,0%
EBITDA Margin 20,2% 12,9% 15,0% 18,4% 18,9%
Net Income Margin 23,1% 12,9% 6,0% 9,4% 9,9%
ROE 83,2% 68,8% 48,0% 68,4% 55,8%
Sales Growth 55% 113% 137% 73% 33%
EBITDA Growth 36% 36% 174% 114% 37%
Earnings Growth 68% 19% 10% 173% 40%
Net Debt-to-Equity (X) 1.2 2,8 2,9 2,1 1,6
Net Debt-to-EBITDA (x) 1,9 4,7 3,1 2,1 1,8

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)

"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"

Jan 16, 2024 — Otokar

Company Description

Otokar, founded in 1963, manufactures
buses/minibuses for passenger
transportation,  trucks for cargo
transportation, and tactical wheeled/tracked
armored v ehicles for the defenseindustry.

With more than 3,000 employees, a
production area of 552,000 m2 and a saks
and service network of nearly 300, the
company operates in more than 75 countries
with its products and intellectual property
rights.

The company's current annual production
capacity: 5,300 buses/minibuses, 2,000
tactical vehicles, 1,600 trucks/light trucks,
700 tactical armored vehicles.

The company's backlogamounted to TRY7.2
billion as of 9M23. After Q3, the company
signed an agreement worth ¢.USD136
million for the export of 6x6 tactical armored
vehicles, maintenance equipment and
training services to Estonia. We expect this
agreement to contribute to the financials in
2024. Any further acceleration in orders may
also reduce indebtedness which we think
main burden of the Company.

Ownership Structure

Koc
Holding;
45.0%

Unver Holding;
25.0%
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Tofas
TP reduced after the delay in deal

We maintain our BUY rating for Tofas but lower our TP from EUR11.5
to EUR10.0 on our new macro assumptions and reduced figures
2024YE related to the delay in Stellantis Otomotiv acquisition. The
Stellantis Automotive deal remainsto be the most importantissues
to follow in 2024. Asit can be recalled, the competition authority had
put the acquisition under final review in accordance to the Law of the
Protection of the Competition and the transaction, which was
previously expected to be completed in 1Q24, was extended to an
unspecified period. We currently base our calculation on a scenario
of the deal finalizing mid-year and expect a ¢.TL48bn revenue
contribution fromthe acquisition (26%o0f our 2024 net salesforecast).
Incorporated with that, we now estimate 81% y/y net sales and 41%
yly EBITDA growth in 2024. Taking this date as a baseline, we
estimate that each month of delayed approval leads to a c¢.5%
reduction in our 2024 net sales forecasts. On our figures, Tofas
shares trade at a 5.2x P/E and 4.6x EV/EBITDA multiples. The
company's cash-rich balance sheet (2023e: TL16bn net cash), low
valuation multiples, and organic/inorganic growth potential allow us
to keep ourrecommendationat BUY despite the aforementioned risks
related to the acquisition.

= Solid set of 2023 results, but 2024 depends on Stellantis Otomotiv
deal. Following the record-high sales volume of 1.2mn in the domestic
LV market in 2023, we expect Tofas to increaseits EBITDA by 52% yly
and double its bottom-line. For 2024, we reduce our revenue forecasts
by 23% to 82% top-line growth and by 18% to 41% for EBITDA, given
the delayed finalization of the deal. On KO side, we estimate a limited
¢.3% revenue contribution for 2024 expecting its full year impact to
surface in 2025

m Regarding competition authority. Considering the huge size of the
acquisition and ambiguity over timing, the forecasts are prone to
material deviations. As the Stellantis merger was approved globally in
2020, we believe it is more likely that this transaction will also
completed; therefore, we included the proceeds will be generated from
the deal in our 2024 forecasts. Newvertheless, investors should be aware
that it is currently impossible to estimate the transaction’s finalization
date and that considerable risks are involved.

m Risks: i) Weaker demand, ii) higher retreat in EBITDA/wehicle, iii)
competition, iv) further delay/cancel of Stellantis Otomotivagreement

Consolidated Financials and Multiples
(TLmn) 2022 A 2023E A
Revenue 66,793 119% 102,296 53%
EBITDA 11,270 95% 17,124 52%
8,562  161% 17,143 100%
5.3 6.6
3.5 5.7
0.6 1.0
17.1 34.3
7.1% 2.6%
-11.2% 8.5%

2025E A
352,310 91%
39,019 62%
37,756 70%
3.0
2.7
0.3
75.5
17.4%
16.2%

2024E A
184,650 81%
24,110 41%
22,246 30%
5.2
4.6
0.6
44.5
9.0%
-3.1%

Net Income
P/E (x)
EV/EBITDA (x)
EV/Sales (x)
EPS (TL)

Div. Yield (*)
FCF Yield

(*) yields are based on payment dates
Source: Companv Financials. YKY Research

Rating

Target Price

Upside (Downside)

Share Data
Ticker

Close Price

Current MCap. (TL/US$ mn)

Number of Shares (mn)
Free Float

3m Awg. Daily Turnover (TL/US$ mn)

BUY

TL330.00
44%

TOASO.TI/ TOASO.IS
TL229.60

114,800/ 3,825

500

24%

978.36 / 34.17

Trading Range (High / Low) (TL)

1-month
1-year
Ytd

233.70/ 206.00
303.70 / 136.67
229.60 / 210.00

Performance (TL) Absolute Relative
1-month | 4% 1%
3-month -20% -18%
1-year l 60% -3%
vtd 9% 2%
350 1 270
300
4 220
250
200 t 170
150 r 1 120
100 |
{ 70
50 |
0 1 1 1 1 1 1 1 1 1 20
o — — — o o~ o~ [s2] [sg] [sg]
N 8§ & & &8 & N & N o
o < e} o < e} o < e} o
— o o — o o — o o —

e Price (LHS)

as of Jan 12, 2024

Rel. Perf. (RHS)

Relatives are against the BIST-100 Total Return Index

Kutluhan Murat Bulut

murat.bul

ut@ykyatirim.com.tr
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Jan 16, 2024 — Tofas

Tofas, founded in 1968, is the 7" largest
industrial company in Turkiye. The company’s
facility in Bursa, opened in 1971, has an annual
production capacity of 450k vehicles and it the
only facility in Turkiye toproduce both PC and

Apart from the production of Fiatvehicles, the
company is the distributor of Alfa Romeo,

As announced in March 2023, Tofas will be the
sole owner of Stellantis Otomotiv, the
distributor of Peugeot, Opel, Citroen and DS
Automobiles in Tlrkiye, for a transaction price
of EUR400mn. Note that, the deal is currently
under the final review of the Competition

Potential catalystsinclude; i) stronger demand;
ii) further expansion in Stellantis’ network; ii)

Potential risks include; i) Weaker demand, i)
higher retreat in EBITDA/vehicle, iii)
competition, iv) further delay/cancel of

FCA Italy
SPA; 38%

Financial Summary (TLmn) 2021 2022 2023E 2024E 2025E

Income Statement Company Description
Total Revenues 30,513 66,793 102,296 184,650 352,310

Gross Profit 5,828 12,319 21,840 32,314 55,313

Opex -1,233 -2,568 -5,890 -10,163 -18,611

EBITDA (*) 5,794 11,270 17,124 24,110 39,019

Depreciation 1,199 1,519 1,175 1,958 2,318

Operating Income 4,595 9,751 15,950 22,151 36,701 LCV.

Financial Income/Expense -622 -452 4,598 3,675 7,011

Net Other Income/Expense -461 -737 -1710 -1108 -1762

Profit (Loss) from Subsidiaries 0 0 0 0 0 Jeep, Maserati and Ferrari.
Pre-Tax Income 3,512 8,562 18,838 24,718 41,951

Tax -231 0 -1,695 -2,472 -4,195

Minority Interest/Other 0 0 0 0 0

Net Income 3,281 8,562 17,143 22,246 37,756

Balance Sheet

Cash and Liquid Assets 4,215 12,019 24,775 23,620 31,814 Authority .

Inventories 2,379 3,260 8,817 19,199 37,430

Accounts Receivable 7,142 14,956 19,618 31,365 59,844 Potential catalysts and risks
Other Current Assets 2,433 3,150 5,355 8,419 10,759

Total Current Assets 16,170 33,385 58,566 82,603 139,847

Fixed Assets (**) 1,904 1,741 2,645 14,742 19,255 approv al of the Stellantis Otomotiv deal,
Financial and Equity Investments 0 0 0 0 0

Other Non-Current Assets (**) 5,400 5,250 8,276 14,493 19,436

Total Non-Current Assets 7,304 6,991 10,921 29,236 38,690

Total Assets 23,473 40,376 69,486 111,838 178,538 Stellantis Otomotiv agreement
Short-Term Debt 4,138 5,071 6,266 13,316 16,330

Accounts Payable 8,768 19,002 27,553 43,823 85,438

Other Current Liabilities 851 1,997 4,395 6,909 8,830

Total Current Liabilities 13,758 26,069 38,214 64,048 110,597

Long-Term Debt 3,621 1,889 2,168 5,652 7,248

Other Non-Current Liabilities 351 1,104 1,876 2,950 3,770

Total Non-Current Liabilities 3,972 2,993 4,044 8,602 11,018 Ow nership Structure
Minority Interest 0 0 0 0 0

Total Shareholders’ Equity 5,743 11,314 27,228 39,189 56,923 Froce

Total Liabilities and Equity 23,473 40,376 69,486 111,838 178,538 2%

Cash Flow Statement

Operating Cash Flow 2,712 -2,814 18,081 20,336 36,498

Investing Cash Flow -2,620 -2,147 -2,557 -17,419 -7,981

Financing Cash Flow 1,157 -47 2,247 11,608 5,430

Dividends Paid -1,500 -3,200 -3,000 -10,286 -20,021 Koc Holding: 38%

Free Cash Flow 1,206 -5,042 9,709 -3,599 18,601

Net Debt 3,544 -5,059 -16,341 -4,652 -8,236

Key Ratios

Gross Margin 19.1% 18.4% 21.4% 17.5% 15.7%

EBITDA Margin 19.0% 16.9% 16.7% 13.1% 11.1%

Net Income Margin 10.8% 12.8% 16.8% 12.0% 10.7%

ROE 64.3% 100.4% 89.0% 67.0% 78.6%

Sales Growth 27% 119% 53% 81% 91%

EBITDA Growth 92% 95% 52% 41% 62%

Earnings Growth 84% 161% 100% 30% 70%

Net Debt-to-Equity (X) 0.6 n.m. n.m. n.m. n.m.

Net Debt-to-EBITDA (X) 0.6 n.m. n.m. n.m. n.m.

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"
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TURK TRAKTOR

. Rating HOLD
Reversal from an extraordinary year Target Price TLEE0.00
Upside (Downside) 27%

We resume our coverage of TTRAK with a HOLD recommendation
and a TP of 890 TL/shr. denoting 27% upside potential after a 59% S ere e

outperformance of the BIST100 in 2023. TTRAK gave a brilliant  qicker TTRAK.TI / TTRAK.IS
operating performance amid huge demand in the domestic tractor  close Price TL702.00
market throughout the year. We expect TTRAK to round off the year Current MCap. (TL/US$ mn) 70,247 1 2,340
on 116% y/y growth, chalking up a margin of 24.4% in 2023. Given  Numberof Shares (mn) 100.066875
. . Free Float 24%

our expectation of the reversal of the sales performance in 2024 _
3m Awg. Daily Turnover (TL/US$ mn) 424.67 [ 14.76

amid fulfilled demand and higher loan rates, we forecast a 12%
contraction in sales volume and have an overcast 2024 outlook for Trading Range (High / Low) (TL)

TTRAK. On our expectation of limited 10% EBITDA contraction in 1-month 740.50 / 659.50
2024YE, we calculate an EV/EBITDA multiple of 8.3x vs. its 5-year  1-year 1,002.40 / 258.94
historical avg. of 5.3x. LG (G
" Forecasting a limited 26% rise in top-line, We estimate a total Performance (TL)  Absolute Relative
sales volume contraction of 12% y/y (domestic: 15%, export: 5%) in ~ 1-month [g 3% | 0%
2024 after a record-high performance in 2023. Also, after resolving 3-month -20% 1 -17%
the supply-demand imbalance last year, we expect some decline in A 160% & | 63%
unit prices in USD terms, which would also result in a normalization id 1% -8%
of the EBITDA margin to 17.4%. 1,200 - 220
= Hefty prospective dividend yield might limit the downside The 1,000 1 igg
average of the past 5-year dividend distribution suggests a payout 800 160
ratio of 94%. While taking account of our net earnings estimate of 140
TL8.9bn (199% yly), we calculate a gross dividend yield of 11%, 600 120
. . ) . 100
which may offset a further stock decline. Also, the company’s solid 400 80
net cash position of TL4.1bn as of 3Q23 has led to higher financial e 60
income in the prevailing environment of rising deposit rates. 1 40
0 1 1 1 1 1 1 1 1 1 20
. _ . : . . R & & & ¥§8 8 /8 8 8 R
* But we still see limited upside potential for 2024 Notwithstanding A -
. . — o o — o o — o o —
the recent sell-off in the stock (21% in absolute terms), we do not
foresee a favorable risk-reward given our current COE assumption. = Price (LHS) Rel. Perf. (RHS)
as of Jan 12, 2024
Consolidated Financials and Multiples Relatives are against the BIST-100 Total Return Index
(TLmn) 2022 A 2023E A 2024E A 2025E A
Revenue 21.835 88% 47.140 116% 59.532 26% 81.338 37%
EBITDA 3.406 97% 11.481 237% 10.372 -10% 12.611 22%
Net Income 2.971 125% 8.889 199% 8.435 -5% 10.004 19%
P/E (x) 5.2 6,1 8.3 7,0
EV/EBITDA (x) 7,4 4,3 6,5 54
EV/Sales (x) 1,2 1,0 1,1 0,8
EPS (TL) 55,7 166,6 158,0 187,5
Div. Yield (¥) 7,8% 3,9% 11,4% 9,6% Kutluhan Murat Bulut
FCF Yield 32.7% 9.8% 8,4% 10,4% murat.bulut@ykyatirim.com.tr
(*) yields are based on payment dates +90 212 319 83 66

Source: Company Financials, YKY Research
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Fnancial Summary (TLmn)

Income Statement

Jan 16, 2024 — Turk Traktor

Company Description

Turk Traktér, founded in 1954, leading
tractor manufacturer in Tlrkiye with a

Total Revenues 11.644 21.835 47.140 59.532 81.338
market share of 44%. The company
Gross Profit 2.133 4.366 13718 13.097 16.268 exports to over 120 countries, mostly in
Opex -560 -1.173 -2.640 -3.427 -4.745 Europe and North America.
EBITDA (*) 1.733 3.406 11.481 10.372 12.611
Depreciation 161 213 403 702 1.089 Two factories, two CE facilities, an after-
Operating Income 1573 3.193 11.078 9.670 11522 sales operation center, and two R&D
Financial Income/Expense 95 -176 424 536 732 .centers make up Turk Traktor's operational
infrastructure.
Net Other Income/Expense -157 -153 -660 -833 -1139
Profit (Loss) from Subsidiaries 0 0 0 0 0 Koc Holding and CNH Industrial hold equal
Pre-Tax Income 1510 2.863 10.842 9.372 11.116 37.5% share in Turk Traktor and the
Tax 188 108 1.953 937 1112 remaining 25% is free float.
Minority Interest/Other 0 0 0 0 0
Net Income 1.322 2971 8.889 8.435 10.004
Balance Sheet
Cash and Liquid Assets 1.567 4.837 6.988 5.038 8.159
Inventories 1.739 3.615 6.916 8.747 12.252
Accounts Receivable 1.264 2.102 4538 5.216 7.125 . .
Potential catalysts and risks:
Other Current Assets 369 1.023 1.786 4112 5.414
Total Current Assets 4.940 11.577 20.228 23.113 32.950 Potential _catalyst: i) Higher than
Fixed Assets (**) 1.068 1553 2.357 3.575 5.013 expected demand in domestic, ii) stronger
Financial and Equity Investments 0 0 0 0 0 export performance, and iii) Higher than
Other Non-Current Assets (**) 103 666 1.132 1.980 2530 expected growth on fixed broadband.
Total Non-Current Assets 1171 2.219 3.489 5.555 7.543
Total Assets 6.111 13.796 23.718 28.668 40.493 Potential risk: i) lower demand i) cost
Short-Term Debt 580 3.313 1.209 1.509 3.369 pressure, and iii) any unfa\.lc.)urable d9CiSion
to be taken by the competition authority.
Accounts Payable 2.409 4.925 9.423 13.092 18.346
Other Current Liabilities 378 978 978 995 1.001
Total Current Liabilities 3.367 9.216 11.610 15.596 22.717
Long-Term Debt 555 577 693 874 2.051
Other Non-Current Liabilities 138 365 620 975 1.246
Total Non-Current Liabilities 693 942 1.313 1.849 3.297
Minority Interest 203 208 250 300 330
Total Shareholders' Equity 2.051 3.638 10.794 11.223 14.479
Total Liabilities and Equity 6.111 13.796 23.718 28.668 40.493
Cash Flow Statement Ownership Structure
Operating Cash Flow 4.220 7.542 7.290 7.989 9.638
Investing Cash Flow -3.721 -6.909 -170 -237 -140 ree Foat.
Financing Cash Flow -106 2.983 -1.733 836 3.309 25.0%
Dividends Paid -850 -1.200 -2.100 -8.007 -6.748 Holgiag:
Free Cash Flow 5785 5.024 5.262 5.925 7.279 e
Net Debt 5.153 9.730 -5.085 -2.655 -2.739
Key Ratios
Gross Margin 18,3% 20,0% 29,1% 22,0% 20,0%
EBITDA Margin 14,9% 15,6% 24,4% 17,4% 15,5% CNH Industrial
Net Income Margin 11,4% 13,6% 18,9% 14,2% 12,3% 375%
ROE 75,7% 104,4% 123,2% 76,6% 77,8%
Sales Growth 87% 88% 116% 26% 37%
EBITDA Growth 64% 97% 237% -10% 22%
Earnings Growth 70% 125% 199% -5% 19%
Net Debt-to-Equity (X) 25 2,7 n.m. n.m. n.m.
Net Debt-to-EBITDA (X) 3,0 2,9 n.m. n.m. n.m.

Source: Company Financials, YKY Research

(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"
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Turkish Aviation Sector

Strong cash flow dynamics losing speed, but not fully grounded

Strong demand dynamics were intact in 2023... After two consecutive years of strong profitability between 2021
and 2022, marked by record high margins, expecting a modest 2023 for Turkish Aviation Sector would have been
quite reasonable at the beginning of 2023. Yet, despite challenges along the road, such as February’s tragic
earthquake and Middle East tension, the sector grew 12% y/y on aggregate, driven by 13% higher traffic on the
intl’ front. Both Turkish Airlines and Pegasus had more than recovered their capacity losses in the post Covid era
and 2023 proved to be no different. Turkish carriers’ surpassing the bulk of their intl' peers in an high yield
environment resulted in a strong set of results on aggregate.

Another strong performance right from the start. We expect 2024 to be broadly similar to 2023 in terms of
capacity growth. We harbor the primary concerns over weak global demand growth and softer yields on grounds
of normalization. And yet we believe that Turkish players could still positively decouple from the competition on
their inherent cost advantages, maintaining high margins. To put it into numbers, THY is 25% ahead of its end-
2019 capacity in terms of ASK and 7% in number of flights while Pegasus has exceed those days by 32% in 2023
in ASK terms on similar number of flights thanks to focus more on intl’ destinations. However, according to IATA,
global capacity will continue to fall below its 2019 capacity levels in 1Q2024, only rising above its 2019 threshold
in full year 2024. We expect no sharp deterioration in demand, but rather normalization, and a gradual recovery
rather than swift and sizeable capacity increases from peers. but As such, we are not too concerned over the 2024
outlook for Turkish carriers, or their financials, especially for 1H24. Last year’s low base stemming mostly from the
earthquake in Feb’23 which triggered flight cancellations and free evacuation and cargo flights, suggest the current
strength in financials will not disappear at any time soon. For 2024, we assume ¢.10% total pax growth for the
overall market with no sizable change in market shares. Our projections imply 12% USD-revenue growth for our
airline coverage for the full year with broadly flat EBITDA margin on aggregate.

Nothing unusual on the risk front. The core risk factor for our constructive view on Turkish aviation stocks, as
always, is a downturn in demand for whatever reason. Unless a problem occurs on the demand front, which is
unfortunately not uncommon, all remaining risks, including mainly (i) higher jet fuel prices (ii) relatively tougher
competition (iii) input inflation, mostly personnel and (iv) FX moves, are of secondary importance and somehow
surmountable, as witnessed on numerous occasions in the past. We do not expect the industry’s engine and spare
parts problems to be over in 2024, and indeed, the current grounding of B737-Max 7s has raised our concern
regarding input costs. Yet, for now, it would premature to adopt a negative stance in our view. The previous
example from 2019-20 when all B737Maxs were grounded whereby THY was ultimately compensated for losses
to a large extent eases our concerns.
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Pegasus Airlines
Freed from congestion

We re-iterate our ‘BUY’ recommendation for Pegasus Airlines with
a new 12M target price of EUR31.0/sh. (previously EUR31.0/sh)
based on our target 2024 EV/EBITDA of 5.6x (previously 6.3x 2023e
EV/EBITDA). The exceptionally high base of 2H22 in terms of
revenue yields and margins pressured Pegasus’ 2H23 results but
we still expect the company to achieve %12 y/y EUR-top line growth
and an EBITDA margin of 32% in 2023 vs. 34% in 2022. Yet, this
outcome was largely within our expectations.

Following its reallocation of the bulk of its capacity to intl’ routes,
predominantly to Europe the level of intl’ pax demand has been
more instrumental in Pegasus’ results. Thus, the company is now
more vulnerable to our global recession concerns for 2024 than
previously. However, we do not expect a very prominent and
sudden halt to intl’ demand for the foreseeable future that could
justify current trading levels. We believe that risk-reward still favors
Pegasus.

m The prime beneficiary of the new second runway at Sabiha
Gokcen. The new runway, expected to double runway capacity, will
allow Pegasus to introduce new capacities more smoothly and
manage a larger portion of its operations under one roof. The true
benefits will come with a lag only after SAW’s terminal capacity is
enlarged, too. And yet we expect lower congestion at its main hub
thanks to the second runway to afford Pegasus greater room for
capacity management and support its margins as of 2024.

m Double digit growth in on track in the foreseable future. We see
no problem in Pegasus achieving our current capacity assumptions of
€.15% CAGR in ASK, ¢.10% in flights thanks to addiitonal capacity at
SAW and still strong demand outlook. Our assumptions ultimately
yield 11% CAGR in EUR revenues between 2023e-2025e with an
average ROIC of ¢.15% whilst Net Debt/EBITDA will remain below
3.0x. We welcome the strength in the company’s numbers and as
supportive for our current positive stance.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A
Revenue 42,732 71,605  68%
EBITDA 14,099 22,545  60% 36,693 63% 52,977 44%
Net Income 7,100 8,897 25% 13,493 52% 19,806 47%
P/E (x) 3.0 7.3 5.4 3.7
EV/EBITDA (x) 5.1 6.4 5.6 4.4

EV/Sales (x) 17 2.0 17 13

EPS (TL) 69.4 87.0 131.9 193.6

Div. Yield (%) 0.0% 0.0% 0.0% 0.0%

FCF Yield 42.2% -38.0% -61.1% -24.4%

2024E A
122,837 2%

2025E A
176,591 44%

301%
n.m.

n.m.

(*) yields are based on payment dates
Source: Company Financials, YKY Research
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Pegasus is the single true implementer of the
low-cost airline business model in Turkey,
whose main hub is Sabiha Gokcen (SAW). As
of end-9M23, the company’s fleet consists of

Pegasus generated EUR1.7bn in revenues in
2019 with an EBITDA of EUR560mn and
EUR205mn net income. The company's
investment story which significantly started to
change in 2018 with an aim to increase
exposure  was  severely
interrupted by Covid-19 and it posted a
cumulative net losses of EUR361mn in 2020-
21 period. Yet, the company has recovered its
losses more rapidly than expectations at the
start of 2022 after starting to allocate larger
portion of its capacity to high margin
international flights. The recovery continued at
full pace in 2023 and we calculate 17%
additional seat capacity accompanied by 19%
pax growth. For 2024, we expect a slower
growth but still 13% additional seats to be
introduced and 11% pax growth which would
then translate into 12% EUR-top line growth.

Our target EV/EBITDA of 5.9x we apply for our
following
assumptions: NOPAT CAGR of 7% in the next
two years with an EBIT margin of 19% and a
ROIC of 16% to be followed by 4% growth with
a ROIC of 12%. Our EUR WACC is 11.0%. .

Potential catalysts include; i. strong traffic data
indicating revival of demand; ii. better than
expected yields and margins; iii. further

Potential risks include; i. downturn in demand;
ii. Higher fuel prices; iii. failure in cost
containment efforts, particularly in high
inflation environment and iv. prolonged

Esas
Holding;
62,9%

Yatinm
Fnancial Summary (TLmn) 2021 2022 2023E 2024E 2025E
Income Statement Company Description
Total Revenues 10,664 42,732 71,605 122,837 176,591
Gross Profit 118 11,577 17,815 28,635 41,110
Opex -663 -1,943 -3,131 -5,483 -7,885
EBITDA (¥) 2,271 14,099 22,545 36,693 52,977
Depreciation 2,816 4,465 7,860 13,541 19,751 105 aircraft (i.e. 16 Boeing & 89 Airbus).
Operating Income -545 9,634 14,684 23,152 33,225
Financial Income/Expense -1,486 -3,525 -5,401 -9,072 -12,558
Net Other Income/Expense -36 41 0 0 0
Profit (Loss) from Subsidiaries 11 19 0 0 0
Pre-Tax Income -2,057 6,619 9,284 14,080 20,668
Tax 61 481 -387 -587 -862 international
Minority Interest/Other 0 0 0 0 0
Net Income -1,996 7,100 8,897 13,493 19,806
Balance Sheet
Cash and Liquid Assets 6,977 10,558 22,557 42,574 73,534
Inventories 141 502 391 560 689
Accounts Receivable 337 1,175 2,068 3,364 4,545
Other Current Assets 5,232 8,482 7,655 10,971 13,497
Total Current Assets 12,687 20,717 32,670 57,470 92,264
Fixed Assets (**) 34,535 3,802 119,709 204,019 272,805
Financial and Equity Investments 2,340 4,643 7,587 11,672 14,358
Other Non-Current Assets (**) 3,386 66,641 10,587 16,340 20,101
Total Non-Current Assets 40,261 75,086 137,882 232,030 307,265 2024 forecasts  rests  on
Total Assets 52,948 95,803 170,552 289,500 399,529
Short-Term Debt 7,768 10,363 16,492 28,106 37,583
Accounts Payable 1,891 477 8,227 12,947 18,160
Other Current Liabilities 3,021 9,920 8,958 12,839 15,794
Total Current Liabilities 12,679 20,760 33,677 53,892 71,537
Long-Term Debt 28,898 51,113 85,261 145,309 194,302
Other Non-Current Liabilities 4516 5,885 10,587 15,173 18,666 N i . .
improvement in per pax ancillary income.
Total Non-Current Liabilities 33,414 56,999 95,848 160,483 212,967
Minority Interest 0 0 0 0 0
Total Shareholders' Equity 6,855 18,045 41,028 75,126 115,025
Total Liabilities and Equity 52,948 95,803 170,552 289,500 399,529
Cash Flow Statement second runway construction at SAW.
Operating Cash Flow 2,607 15,116 40,602 53,160 70,708
Investing Cash Flow -16,130 -5,944 -65,183 -97,850 -88,538
Financing Cash Flow 16,894 -8,196 36,608 64,708 48,789
Dividends Paid 0 0 0 0 0
Free Cash Flow -13,523 8,940 -24,582 -44,690 -17,830
Net Debt 29,689 50,918 79,196 130,842 158,351 OwnershipStructure
Key Ratios
Gross Margin 1.1% 27.1% 24.9% 23.3% 23.3%
EBITDA Margin 21.3% 33.0% 31.5% 29.9% 30.0% Other:
Net Income Margin n.m. 16.6% 12.4% 11.0% 11.2% oy
ROE -32.6% 57.0% 30.1% 23.2% 20.8%
Sales Growth 122% 301% 68% 72% 44%
EBITDA Growth 372% n.m. 60% 63% 44%
Earnings Growth n.m. n.m. 25% 52% 47% wﬁmﬁm
Net Debt-to-Equity (x) 43 2.8 1.9 1.7 14 &
Net Debt-to-EBITDA (X) 13.1 3.6 35 3.6 3.0

Source: Company Financials, YKY Research

(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"
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CAPACITY ASSUMPTIONS REVENUE & COST ASSUMPTIONS
202 2022 2023, 2024 @ 2025 2021 2022 2023 2024 2025
Daily Landing krb] 455 513 560 605 Ereakdown of Revenues (EURI  1.025 2.449 2731 3047  3.375
-Domestic 214 182 188 200 200 Scheduled flights 693 1755, 1B&& 2073 2316
-International 160 263 318 355 400 Domestic scheduled flights 226 m ane 324 3
Number of Landing 138.436 166.191 187.0T1 204.960 220.825 International scheduled flig L6 14440 1558 1749 1989
-Domestic 78.266 66.405 48.748 73.200 73.000 Ancillary revenue 315 626 824 937 1.021
-International 58.323 95.94% 1N5.957 129.930 145.000 Charter flights 10 60 32 25 25
Load Facter T7,8% B3.6% B4B% B3ITH BlE% Other revenue ]
-Scheduled T77,7% B3,3% B4BW  B3T7% B3TR Yields (PAX) - EUR 50,8
-Domestic IR N L RE]  B85.0%  B6,0%| Scheduled flights £
-International 72.6% 820% 831 EPEEEEEA Domestic scheduled flights 18,9
Number of Passengers 20,2 26,9 3.9 35,6 38,8 International scheduled flig 58,2
=Scheduled 20,0 26,3 3.5 35,3 38,5 Ancillary revenue 15,6
-Domestic 12,0 10,9 12,0 129 13.0 Charter flights 64,8
-International 8,0 15,4 19.5 224 25,5 Dther revenue 0,3
-Unscheduled (Charter) 0,2 0,6 0,4 0.3 0.3 Yields (PAX) Increae - EUR 19%
ASK 33.052 47.643 5B.217 67166 T75.498 Scheduled flights 2T%
-Scheduled 32614 Lb461 57254 66386 T4LT703 Domestic scheduled flights 16%
-Domestic .49 5381 10052 1012 N4 International scheduled flig 20%
-International 20,523 37.080 47201 55374 63589 Ancillary revenue 8%
-Unscheduled (Charter) 439 1182 363 T80 795 Charter flights 28%
ASK Growth 58% Gh% 2% 15% 12% Other revenue 2%
-Scheduled 4% 43% 23% 16% 13% COSTS (EURmn) 1.035
-Domestic 25% -18% T 10% 15 Jet fuel expenses m .
-International 65% % 2T% 17% 15% Ex-Fuel 736 1.03% 1355 1555 1709
Total Fleet 90 97 105 115 125
-Financial Lease 62 75 82 103 i RASK 3,10 5,14 5,69 4,54 5,467
-Operational Lease 28 22 23 12 n CASK 3,13 3,93 3,73 3,68 3,63
Total Seat Capacity (eop) 17.185 19.405 21600 24391 2683 Fuel 0.9 1,75 1,40 137 137
Pax per Landing 146 162 m 174 176 Ex-Fuel 2,22 2,18 233 2,32 2,26
-Scheduled 146 162 M 174 176 Personnel expenses 0,3% 0,53 0,57 0,56 0,53
-Domestic 153 164 174 176 178
-International 137 160 169 172 174 Fuel Expense k{i]] B3z 816 7 1.031
Fuel Consumption {mn) 560 785 960,64 1108,2 12457
Fuel Consumption [ ASK 16,9 16,5 18,5 16,5 ,
Daily Landing per Aircraft (gua 4,38 4 87 5,07 5,09 5,04 Fuel Price 538 (ME3)  850,0 8275 BI15
INCOME STATEMENT 2021 2022 2023 2024 2025 BALANCE SHEET 2021 2022 2023 2024 2025
Total revenues 1.025 2449 2731 3047 3.375 Cash and liquid assets 475 530 692 912 1280
CoGs =977 -1762) -2052 -2336 -2589 Inventories 10 25 12 12 12
Gross profit 48 688 &80 To 186 Accounts receivable 23 59 63 T2 79
Opex -63 -109 -ng -136 -151 Total current asseis Bad 1.03% 1003 1231 140é
EBITDA 254 835 B&0 910 1.012 Fixed assets 2352 3138] 3475 &£370 4750
Depreciation 269 257 300 336 an Fimancial and equity investmen 159 233 233 250 250
Operating income -22 578 560 574 635 Total non-current assets 2742 3767 4233 4970 5.350
Financial income/expense -140 -205 =206 -225 -240 Total assets 3606 4806 5.236 6201 6958
MNet other incomefexpense -5 28 15 15 15 Short-term debt 529 L%4 506 602 654
Profit (Loss) from Subsidiaries 1 1 [I] 0 0 Accounts payable 129 197 253 i ki)
Pre-tax income -158 403 410 Total current liabilities Bb4 1041 10346 1154 1248
Tax 8 -15 -15 -16 Long-term debt 1.968 2564 2617 anz 3383
Minority interest/other 0 0 Total nen-current liabilities 2276 2859 2942 3437 3708
Tetal shareholders’ equity 467 0% 1260 1609 2003
Net income =150 4631 354 350 394 Total liabilities and equity 3606 LB06) 5.236 6201 6.956
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TAV Airports Holding

More levered but for a reason

We re-iterate our ‘BUY’ recommendation for TAV with a new 12M
target share price of EURS5.6/sh (previously EURS.5/sh). The
company delivered no major surprise in its 2023 financials and we
expect it to slightly exceed the high end of its guidance. We keep
our model assumptions broadly unchanged and consider 2024 a
transition year before the finalization of ongoing investments in
2025 and the consequent lifting of the current burden on cash flow.
Our new target price represents c.46% return potential.

We consider TAV’s underperformance to its airline peers in 2023 as
understandable to a certain extent, firstly because airlines appear
more attractive in a high yield environment and secondly, due to
TAV’s higher indebtedness amid rising global rates. Yet, further
decoupling going forward in 2014 would be questionable, in our
view, while yields, unlike volumes, are softening and TAV’s CAPEX
burden will be declining by end-2024.

= Profitable growth in 2024, as in 2023. TAV hosted ¢.63.0mn pax in
2023 in margin accretive intl’ lines, 25% higher than a year ago and
13% above pre-Covid times. Growing tourist demand for Antalya,
Ajet's and SunExpress’ higher utilization of Ankara and izmir
respectively, and strong prints in Almaty were the core drivers. We
expect an outperformance from TAV in its end-2023 financials as our
current estimates (USD1.32bn in revenues and USD390bn EBITDA)
exceed management’s guidance of EUR1.2bn-1.29bn in revenues
and EBITDA of EUR330-380mn. Meanwhile, we expect 7% volume
growth for 2024 yielding 14% growth in revenues with flat margins

= No prolonged indebtedness. TAV is more leveraged today due to
its expansion investments in Almaty, Ankara and Antalya, amounting
to USD1.2bn in total. The construction activities are ongoing and the
incremental contribution is set to start by 2025. Yet, these are already
cash generating assets and since we expect a higher y/y contribution
from the rest, particularly from Georgia, we foresee gradual
deleveraging in TAV’s financials starting mostly from end-2024. Net
Debt/EBITDA from the current ~4.0x to ~2.5x in less than two years.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Revenue 18,308 235% 34,960 91% 61,953 7% 89,213 44%
EBITDA 5,726 254% 10,568 85% 18,644 76% 27,923 50%
Net Income 1,899 306% 5,579 194% 7,421 33% 11,856 60%
P/E (x) 10.8 6.5 6.0 3.8
EV/EBITDA (x) 4.7 4.4 35 1.6
EV/Sales (x) 1.5 13 1.0 0.5
EPS (TL) 5.2 15.4 20.4 32.6
Div. Yield (¥ 0.0% 0.0% 0.0% 0.0%
FCF Yield -21.0% -1.7% -0.2% 22.5%

(*) yields are based on payment dates
Source: Company Financials, YKY Research
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Financial Summary (TLmn) 2021 2022 2023E 2024E 2025E
Income Statement Company Description
Total Revenues 5,459 18,308 34,960 61,953 89,213
Gross Profit 0 0 0 0 0 TAV Airports Holding, founded in 1997, is
Opex -4,700 -14,439 -28,240 -49,513 -70,061 Turkey's Iealdlng. airport terrplnal operator with a
foothold at in eight countries, namely Turkey,
EBITDA (*) 1616 5,726 10,568 18,644 27,923 Georgia, North Macedonia, Tunisia, Saudi
Depreciation 857 1,858 3,745 -6,205 -8,771 Arabia and Kazakhstan. The Company tries to
Operating Income 759 3,869 6,823 12,440 19,152 capture all revenue generating activities at an
. . } } R ) airport (e.g. dutyfree, catering, ground handling)
Financial Income/Expense 369 2,657 3,160 7,868 10,910 through its subsidiaries. Croatia and Lativa, for
Net Other Income/Expense 25 386 0 328 421 example, are where TAV positions only with its
Profit (Loss) from Subsidiaries -238 826 2904 4233 5927 service companies, not as a terminal operator.
Pre-Tax Income 865 2,424 6,810 9,132 14,590 TAV's revenue;, mostly in hard curren(?ies, a_re
Tax 329 361 1109 1370 2189 dependent mainly qn pass.enger traffic while
o costs, mostly denominated in TRY, are mostly
Minority Interest/Other 55 148 -239 -341 -545 fixed in natiire and relatively less dependent on
Net Income 468 1,899 5,579 7,421 11,856 passengers, providing the company an
Balance Sheet o.peratlorlal leverage advantage. On the ﬂl‘p
side, at times volumes are down, the company’s
Cash and Liquid Assets 2,642 8,154 15,310 16,933 46,836 margins are adversely affected immediately as
Inventories 313 997 2,213 3,423 4,673 clearly witnessed in 2020.
Accounts Receivable 1,461 2,477 5,018 7,763 10,597 ) )
Other Current Assets 2,331 3,358 6,500 9,007 11174 On the other hand, since the company is TRY
short on the operational front (i.e. TRY costs>
Total Current Assets 6,747 14,986 29,041 37,125 73,279 TRY revenues), weaker TRY enhances its
Fixed Assets (**) 5,597 9,425 21,496 33,252 45,392 margins.
Financial and Equity Investments 4,816 14,582 33,340 51,572 70,401
Potential catalyst isk
Other Non-Current Assets (**) 34,810 45,342 86,350 130,286 145,935 otential catalysts and risks
Total Non-Current Assets 45,222 69,350 141,186 215,110 261,728 Potential catalysts include; i. New additions to
Total Assets 51,970 84,335 170,227 252,236 335,007 the portfolio and/or sizeable tenders, ii..low oil
Short-Term Debt 5,197 7,736 13,682 18,615 22,682 prices triggering higher air passenger traffic iii.
Accounts Payable 751 1,685 3,106 4,804 6,559 g::trr‘iab?ﬁir::nts dedication  fo  dividend
Other Current Liabilities 1,404 5,155 12,025 18,595 25,379
Total Current Liabilities 7,353 14,575 28,813 42,015 54,620 Potential risks include; i. downturn in passenger
Long-Term Debt 12,787 20,088 44,448 68,755 93,858 traffic; ii. failure in concession renewals and/or
Other Non-Current Liabilities 16,582 26,107 47,366 65,401 80,852 new additions; iii. Lower duty free spending or
o service revenues.
Total Non-Current Liabilities 29,369 46,195 91,815 134,156 174,710
Minority Interest 226 399 705 959 1,168
Total Shareholders' Equity 15,022 23,166 48,895 75,105 104,510
Total Liabilities and Equity 51,970 84,335 170,227 252,236 335,007 OwnershipStructure
Cash Flow Statement
Operating Cash Flow 2,490 4,837 5,510 10,254 15,358
Investing Cash Flow -4,658 -9,137 -6,111 -10,349 -5,316
Financing Cash Flow -1,876 8,041 2,244 2,388 3,068
Tank OWA
Dividends Paid 0 0 0 0 0 “Aipha
Free Float; GMBH;
Free Cash Flow -2,168 -4,300 -601 -94 10,041 88% 46.1%
Net Debt 13,359 20,521 42,821 70,438 69,704
Key Ratios
Gross Margin 0.0% 0.0% 0.0% 0.0% 0.0% Tepe Insaat;
EBITDA Margin 29.6% 31.3% 30.2% 30.1% 31.3% 1%
Net Income Margin 8.6% 10.4% 16.0% 12.0% 13.3%
ROE 6.2% 9.9% 15.5% 12.0% 13.2%
Sales Growth n.m. 235% 91% 7% 44%
EBITDA Growth n.m. 254% 85% 76% 50%
Earnings Growth n.m. 306% 194% 33% 60%
Net Debt-to-Equity (X) 0.9 0.9 0.9 0.9 0.7
Net Debt-to-EBITDA (x) 8.3 3.6 4.1 3.8 25

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"
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YKY TAV Forecasts 2021a 2022 2023e ylyinc. 2024e ylyinc. 2025e ylyinc.

Operational Data

Number of Pax (mn) 51,8 78,5 O515 22%  102,3 7% 108,44 6%
-Domestic 23,3 28,2 32,6 16% 31,1 -5% 32,3 4%
-International 28,5 50,3 62,9 25% 71,2 13% 76,1 7%

Financials (EUR mn)

Revenues 522 1.051 1.316 25%  1.496 14%  1.676 12%
Operating Costs 449 825  1.063 29%  1.196 13% 1.316 10%

-Depreciation 77 96 136 43% 150 10% 165 10%

-Cash (*) 373 729 926 27%  1.046 13%  1.152 10%
EBITDA 150 322 389 21% 450 16% 525 17%
EBIT 73 227 253 12% 300 19% 360 20%
Net Profit 45 107 182 71% 179 -2% 223 24%
Equity (eop) 996 1.205 1.387 15%  1.566 13%  1.789 14%
EBITDA 28,6% 30,6% 29,6% -1pp  30,1% 1pp 31,3% 1pp
Net 8,6% 10,1% 13,9% 4pp  12,0% -2pp  13,3% 1pp

Leverage

Net Debt (EURmn) 1.171 1497 1.680 12%  1.934 15%  1.659 -14%
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TURKISH AIRLINES

Our top-pick air carrier

We re-iterate our ‘BUY’ recommendation for Turkish Airlines with a
new 12M target share price of USD13.5 (previously USD13.3). We
welcome the strength in the company’s financials in 2023, marked
by record high margins (i.e. ~30% EBITDAR margin) and record low
indebtedness on top of already strong 2022 results. This was
despite various challenges throughout the year, such as one-off
earthquake expenses (+USD200mn), engine and spare part
problems, and Middle East tension.

THY’s decoupling from its legacy peers is mainly attributable to its
market share gains thanks to its agile approach to introducing new
capacities in the post-Covid era and high yield environment with
broadly similar resources (e.g. fleet, personnel). We believe the
company’s above-sector profitability and growth deserves higher
levels than current multiples of ~3.5x EV/EBITDA and ~3.0x P/E on
our 2024 forecasts which are USD and allign with THY method.

= What do we expect for 2024? We now expect the company to close
2023 on USD top-line growth of 13% with a y/y flat company defined
EBITDA margin of 27%. While we foresee a relative normalization in
margins and indebtedness to historical levels in 2024 due mainly to
softer yields and new aircraft deliveries, we expect no retreat to pre-
Covid levels for the foreseeable future thanks to current alive demand,
a growing stake of high margin intl’ flights, improving cargo revenues,
and a weaker TL. We project 6% revenue growth in 2024 with broadly
yly parallel EBITDA margin in 2024. If the problems faced by sea
freighters in the Red Sea persist, we might see a positive surprise
from the contribution of Turkish Airlines cargo operations.

= Fresh B737-Max concerns? THY’s recent grounding of all five of its
Boeing 737-MAX 9s a precautionary measure following the Alaska
Airlines accident should not cause any significant interruption to the
company’s operations for now, in our view, unless it extends to MAX-
8s. Moreover, even if the problem persists, compensation from the
manufacturer could ease the financial burden, as witnessed in 2019-
2020 when THY had to ground all B737-MAX, including MAX-8s.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Revenue 311,160  220% 494,188  59% 813,667  65% 1,125893  38%
EBITDA 78,684  182% 114123  45% 172,48  51% 261,116  51%
Net Income 47,429 4TT% 76,790  62% 93573  22% 151,200  62%
P/E (X) 18 3.4 3.7 2.3
EV/EBITDA (X) 3.2 47 4.4 3.1
EV/Sales (x) 0.8 11 0.9 0.7
EPS (TL) 34.4 55.6 67.8 109.6
Div. Yield (*) 0.0% 0.0% 0.0% 0.0%
FCF Yield 105.3% 25.3% 27.6% 53.0%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Company Report
Tarkiye/Aviation

Jan 16, 2024

Rating BUY
Target Price TL400.00
Upside (Downside) 59%
Share Data

Ticker THYAO.TI / THYAO.IS
Close Price TL251.00
Current MCap. (TL/US$ mn) 346,380 / 11,540
Number of Shares (mn) 1380

50%
8,789.92 / 305.80

Free Float
3m Awg. Daily Turnover (TL/US$ mn)

Trading Range (High / Low) (TL)

1-month 253.25 / 222.20
1-year 268.50 / 118.50
Ytd 251.00 / 228.60
Performance (TL) Absolute Relative
1-month | 1% -2%
3-month U 12% 15%
Lyear 85% | | 12%
vtd 0 10% | 3%
320 400
280 |
240 | 320
200 | 240
160 |
120 160
80 ¢
1 80
40 |
0 1 1 1 1 1 1 1 1 0
o — — — o~ o o~ [ag] [sg} [sg}
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o < [eo] o < (o] o < [co] o
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= Price (LHS) Rel. Perf. (RHS)

as of Jan 12, 2024

Relatives are against the BIST-100 Total Return Index

Gorkem Goker
gorkem.goker@ykyatirim.com.tr
+90 212 319 79 49
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Fnancial Summary (TLmn)

Income Statement

2023E

2024E

2025E

Jan 16, 2024 — Turkish Airlines

Company Description

Total Revenues 97,378 311,169 494,188 813,667 1,125,893
Gross Profit 22,145 75,641 131,001 201,144 304,343
Opex -9,696 -27,910 -64,092 -108,092 -144,979
EBITDA (*) 27,922 78,684 114,123 172,486 261,116
Depreciation 15,473 30,953 47,214 79,434 101,752
Operating Income 12,449 47,731 66,910 93,052 159,364
Financial Income/Expense -6,870 -4,764 20,238 -18,202 -24,263
Net Other Income/Expense 2921 6256 4762 35912 46002
Profit (Loss) from Subsidiaries 743 2180 3929 6022 7714
Pre-Tax Income 9,191 51,403 95,838 116,784 188,817
Tax -977 -3,971 -19,047 -23,210 -37,526
Minority Interest/Other 1 0 0 0 0
Net Income 8,213 47,429 76,790 93,573 151,290
Balance Sheet

Cash and Liquid Assets 35,748 87,897 108,014 156,725 307,456
Inventories 3,481 6,196 12,486 19,922 26,235
Accounts Receivable 12,323 18,618 33,706 50,626 66,670
Other Current Assets 14,245 22,384 43,297 65,670 86,481
Total Current Assets 65,797 135,095 197,504 292,943 486,842
Fixed Assets (**) 259,576 396,988 704,755 1,163,605 1,532,355
Financial and Equity Investments 4,335 8,258 10,774 22,452 29,567
Other Non-Current Assets (**) 24,000 38,230 75,595 115,353 151,909
Total Non-Current Assets 287,911 443,476 791,125 1,301,410 1,713,831
Total Assets 353,708 578,571 988,629 1,594,353 2,200,673
Short-Term Debt 53,464 70,184 112,606 172,256 226,844
Accounts Payable 11,896 22,482 37,459 59,766 78,706
Other Current Liabilities 25,083 61,374 88,799 134,875 177,617
Total Current Liabilities 90,443 154,040 238,863 366,897 483,168
Long-Term Debt 145,647 192,799 274,459 419,848 552,899
Other Non-Current Liabilities 26,968 50,305 93,574 149,760 197,219
Total Non-Current Liabilities 172,615 243,104 368,034 569,607 750,118
Minority Interest 10 0 0 0 0
Total Shareholders' Equity 90,640 181,422 381,732 657,849 967,387
Total Liabilities and Equity 353,708 578,571 988,629 1,594,353 2,200,673
Cash Flow Statement

Operating Cash Flow 49,362 117,012 124,736 199,504 286,441
Investing Cash Flow -4,630 -26,494 -57,871 -103,933 -102,922
Financing Cash Flow -22,346 -50,005 -59,978 -46,860 -32,788
Dividends Paid 0 0 0 0 0
Free Cash Flow 44,732 90,518 66,865 95,571 183,519
Net Debt 163,363 175,086 279,050 435,379 472,288
Key Ratios

Gross Margin 22.7% 24.3% 26.5% 24.7% 27.0%
EBITDA Margin 28.7% 25.3% 23.1% 21.2% 23.2%
Net Income Margin 8.4% 15.2% 15.5% 11.5% 13.4%
ROE 12.6% 34.9% 27.3% 18.0% 18.6%
Sales Growth 110% 220% 59% 65% 38%
EBITDA Growth 238% 182% 45% 51% 51%
Earnings Growth n.m. A477% 62% 22% 62%
Net Debt-to-Equity (x) 1.8 1.0 0.7 0.7 0.5
Net Debt-to-EBITDA (X) 5.9 2.2 24 25 1.8

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"

Turkish Airlines, founded in 1933, is the
Republic of Turkey's national flag carrier
operating with a fleet of 373 aircraft as of end-
1Q22. The company’s main strategy is greater
focus on transfer passengers by utilizing
Istanbul’s location advantage. The company’s
faster than global average growth in the last
decade was interrupted since 2016 on various
reasons and dipped in 2020 after outbreak of
Covid-19. Yet, we have observed a much
stronger capacity introduction from the company
than our initial expectations and its peers
starting from 2H21 which was crowned by
record high revenue yields on strong demand
enviroment.

Our target EV/EBITDA of 5.2x we apply for our
2024 forecasts rests on following assumptions:
NOPAT CAGR of 5% in the next two years with
an EBIT margin of 14% and a ROIC of 12% to
be followed by 2.5% growth with a ROIC of
10.5%. Our USD WACC is 10.0%.

Potential catalysts and risks

Potential catalysts include; i. strong traffic data
indicating robust demand, especially improving
load factors; ii. lower than expected erosion on
yields and better margins; iii. stable political
environment in Turkey's proximity;

Potential risks include; i. lower demand
triggering lower load factors, ii. higher than
expected erosion revenue yields; iii. adverse oil
price and parity movements

OwnershipStructure

Turkish
Free Float; Wealth
50.9% Fund; 49.1%
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YKY Model Assumptions & Forecasts

CAPACITY ASSUMPTIONS
20 2022 2023 2024 2025
Daily Landing B93 1238 l&24 1.495 1.55%
-Domestic 409 473 563
-International 483 765 El 920 967
Number of Landing 325.825 451.694 519.734 547.190 549.030
-Domestic 169362 172.46% 205.451] 210.300 216146
-International 176,463 279.225 314.283] 336.890 352884
Load Factor N&% B22% 832k 831TH B&2N
-Scheduled 709% Bl6% B29% B34%K B39
-Domestic 781% 858% B44% BL4S5% B50%
-International 659% 793% B20% BZEWN B33%
Number of Passengers 4,8 ne Bl4 B9.4 93,6
-Scheduled 43,7 48,2 80,0 B87.6 na
-Domestic 19.8 253 30,2 30,2 N2
-International 219 629 498 574 60,5
ASK 127.781 201757 234.83% 257.480 272741
-Scheduled 126.033 193.399 226 301 252817 267.7%8
-Domestic 17.142  19.904 24.640) 25.688  26.977
-International 108.87 173.4%5 201.661] 227.12% 240.821
ASK Growth T0% 58% 16% 10% &%
-Scheduled % 53% 17% 12% &%
-Domestic 4L0% 16% 24% &% 5%
-International 1% 5%% 16% 13% &%
Total Fleet 370 394 420 (113 (113
Passenger Aircraft 350 m 399 424 424
Cargo Aircraft 20 i i 21 21
Total Fleot 370 394 420 455 455
Total Seat Capacity (eop) 75.313 T79.934 B85.346) 90.762 90.762
Pax per Landing 137 159 160 163 165
-Domestic 133 147 147 1464 1464
-International 135 154 158 170 m
Daily Landing per Aircraft (qua 2.6 14 37 3.6 31
Cargo carried (tons) IETINEY I NtT] 1987  2.080
INCOME STATEMENT 2021 2022 2023 2024 2025
Total revenues 10.686 18.426 20.756 22023 23.7%0
COGs -8.322 -14.036) -15.25&4 -16579 -17.35%
Gross profit 2364 5390 5.502 5.544 6431
Opex -108% 16740 -2692 -2926 -3063
EEMDA 305 45800 4793 44669 5517
Depreciation 1740 1864 1983 2150 2150
Net Operating Profit 1.275 2Mé 2810 2519 3387
Financial income/expense -6bb -254 850 -493 -513
MNet other income/expense 339 356 200 972 972
Profit (Loss) from Subsidiarie: 75 12 165 163,0 163,0
Pre-tax income 1.023 2939 4.025 3081 3.990
Tax -4 -71&) —BDO,0 -628,2 -792.9
Minority interest/other 0 0 0 0 0
Net income §59 2725 3225 2533 3197

Jan 16, 2024 — Turkish Airlines

REVENUE & COST ASSUMPTIONS

202 2022 2023 2024

Breakdown of Revenues 10.685 18.426 20.756 22.023

Pax Revenues 6.38% 14291 17716 1831

Scheduled 6310 14177 17.615 18.261

Domestic 776 1.235 1405 1372

International 5534 129440 16210 16889

Unscheduled 79 nz2 kx'l 50

Carge Revenues 4015 3735 2494 3179

Technic Revenues 253 Eﬁ?m

Others 28 k] 75 100

Passenger Revenue Yields (RPK)

Pax Revenues .37 878 913 8,54

Scheduled 7,43 3,17 .46 8N

Domestic 5,80 1,23 6,76 6,32

Domestic (TRY) 5152 119,88 169,16 23364

International 773 9,41 9,80 8,98
Passenger Revenue Yields (RPK) (y/y)

Pax Revenues I% 19% &% -6%

Scheduled I% 23% % -8%

Domestic 1% 25% -T% -6%

Domestic (TRY) FELIREEE]  41%  38%|

International I Zl%m

Cargo Revenues per Ton 2135 2224

Breakdown of Tetal Costs 9.41 15710 17.946 19.504

Fuel 2756 6487 6096  6.B96

Ex-Fuel 6.655 9.243) 11.B50 12609

CASK T.38 .79 T.64 7,58

Fuel 216 3.2 2,60 2,68

Ex-Fuel 5,21 4,58 5,05 4,90

Personnel 1,02 1,06 138 136

Fuel 2756,00 6447,00 6095.86 689591

Fuel Consumption {mn) 4,2 5,7 ]

Fuel Consumptien / ASK 325 28,0 FA ]

BALANCE SHEET 2021 2022 2023 2024 2025

Cash and liquid assets 2,682 4.701 3669 3693 5.942

Inventories 261 33 424 LT 507

Accounts receivable 925 995 1145 1193 1.289

Total current assets 4,938 7RIS AT09 6902 9.409

Fixed assets 19.474 213000 23940 27416 29616

Financial and equity investmen 237 2mn 366 529 5N

Total non-current assets 21599 23N 26874 30663 32461

Total assets 26537 309440 33583 37565 42532

Short-term debt 3.9% 3747 3825 4059 4384

Accounts payable a9 1.200 1272 1408 1.521

Tetal current liabilities 6773 B.224 BN&  B.e&S 9.338

Long-term debt 10.907 10.292 9323 9892 10685

Total non-current liabilities 12927 129780 12502 1342 14498

Total shareholders’ equity 6836 9.742 12967 15.500 1B.6%7

Total liabilities and equity 26.537 30,944 33583 30565 42532

88



YapiKredi

Equity

Yatirim Research

Anadolu Grubu Holding
Safe play on current macro conditions

We maintain our BUY rating for Anadolu Grubu Holding and
update our TP to TL330.0 from TL304.00 on our new forecast for
the group companies and our new macro assumptions. AGHOL
posted strong financial results in 9M23 on the back of strong
resultsin the core businesses (AEFES, CCOLA, and MGROS). We
expect positive momentum in the financialsto continue and the
Holding to end the year with 144% y/y net earnings growth.
Throughout 2023, the stock gave a significant outperformance
relative to the BIST100, and we expect this to persist given a
defensive core business, geographically diversified revenue
stream, declining leverage (0.4x net debt/EBITDA), and low
working capital needs. AGHOL has a NAV discount of 35%based
on our estimate. Hence, we continue to favor AGHOL as we
consider it provides a safe play in the current macroeconomic
theme.

m Core business to remainrobust On the back of price increases,
yearly TL depreciation and resilient volume outlook, we expect
AEFES to remain solid in 2024 with a 63% y/y top-line and 54% yly
EBITDA growth. On the food retail side, considering ongoing
inflationary environment with the initiatives to enhance addressable
market, we forecast 73% y/y net sales growth with a 68% EBITDA
growth in 2024. All in all, we forecast AGHOL to post a 61% yly
revenue and 45% y/y EBITDA growth in 2024.

m Strong execution in balance sheet management After a solid
performance from core and non-core businesses in 9M23, the
company’s consolidated Net Debt/EBITDA has showed further
declined to 0.4x from 0.8x in 9M22. On the back of our positive view
on the core businesses, we foresee deleveraging may continue in
2024, even if at a slower pace.

m Risks: i) Macro & geopolitical challenges, ii) Regulatory changes &
rise in taxation, iii) Fluctuation in raw material prices.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Revenue 177,978 119% 328,995 85% 529,682 61% 699,181 32%
EBITDA 24421 140% 47,490 94% 68,685  45% 92,058 34%
Net Income 3,801  194% 9,264  144% 13,600  47% 19,707  45%
PIE (X) 3.9 3.9 3.9 2.7
EV/EBITDA (x) 3.2 2.7 2.4 2.0
EV/Sales (x) 0.4 0.4 0.3 0.3
EPS (TL) 15.6 38.0 55.8 80.9
Div. Yield (*) 0.4% 0.6% 0.9% 1.1%
FCF Yield -31.3% 8.7% 15.7% 9.6%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Company Report
Turkiye / Conglomerates

Jan 16, 2024

Rating BUY
Target Price TL330.00
Upside (Downside) 52%
Share Data

Ticker AGHOL.TI / AGHOL.IS
Close Price TL217.20
Current MCap. (TL/US$ mn) 52,896 / 1,762
Number of Shares (mn) 243.534518
Free Float 34%
3m Awg. Daily Turnover (TL/US$ mn) 153.01/5.33

Trading Range (High / Low) (TL)

1-month 217.20 / 183.50
1-year 251.00/ 76.71
Ytd 217.20 / 200.90
Performance (TL) Absolute Relative
1-month I 12% [| 8%
3-month | 4%U 7%
1-year l 142% I 47%
Yid ﬂ 8%’ 1%
300 7 240
250 1 1 200
200
{ 160
150
1 120
100 - *f\rm
>0 ;\‘__va 18
0 1 1 1 1 1 1 1 1 1 40
o ~— ~— — o~ o~ (] [sg] [sg] [sg]
N N o & & o & o « o
o < [co] o < <o) o < <) o
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e Price (LHS) Rel. Perf. (RHS)

as of Jan 12, 2024
Relatives are against the BIST-100 Total Return Index

Kutluhan Murat Bulut
murat.bulut@ykyatirim.com.tr
+90212 3198366
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Fnancial Summary (TLmn) 2021 2022 2023E 2024E 2025E

Income Statement

Company Description

Total Revenues 81,368 177,978 328,995 529,682 699,181
Gross Profit 24,279 53,631 103,305 159,964 213,250
Opex -17,508 -34,630 -64,812 -103,606 -136,847
EBITDA (*) 10,195 24,421 47,490 68,685 92,058
Depreciation 3,424 5,420 8,998 12,327 15,655
Operating Income 6,771 19,001 38,492 56,358 76,403
Financial Income/Expense -1,677 -4,677 -4,112 -6,356 -8,390
Net Other Income/Expense 382 -1339 -1184 -1292 -1706
Profit (Loss) from Subsidiaries -552 -300 -555 -894 -1180
Pre-Tax Income 4,925 12,685 32,640 47,815 65,127
Tax -1,409 -2,669 -9,792 -14,345 -20,189
Minority Interest/Other -2,225 -6,215 -13,585 -19,871 -25,230
Net Income 1,291 3,801 9,264 13,600 19,707

Balance Sheet

Cash and Liquid Assets 16,294 37,282 67,772 98,224 126,440
Inventories 11,423 27,361 52,558 86,099 113,162
Accounts Receivable 5,993 9,091 27,041 43,536 57,467
Other Current Assets 4,341 6,365 9,755 10,778 11,643
Total Current Assets 38,051 80,100 157,125 238,637 308,711
Fixed Assets (**) 56,721 75,927 116,532 159,617 201,494
Financial and Equity Investments 733 1,160 1,350 1,520 1,700
Other Non-Current Assets (**) 16,786 25,018 33,884 40,367 48,200
Total Non-Current Assets 74,241 102,104 151,767 201,504 251,395
Total Assets 112,292 182,204 308,892 440,141 560,106
Short-Term Debt 13,069 21,562 35,857 49,730 59,643
Accounts Payable 23,259 43,003 78,050 127,858 168,048
Other Current Liabilities 7,228 13,293 30,072 48,417 63,910
Total Current Liabilities 43,556 77,857 143,979 226,005 291,601
Long-Term Debt 21,794 32,802 52,635 76,743 101,301
Other Non-Current Liabilities 7,619 10,852 14,853 14,853 14,853
Total Non-Current Liabilities 29,413 43,655 67,488 91,596 116,154
Minority Interest 30,335 46,178 71,178 83,181 94,000
Total Shareholders' Equity 39,323 60,692 97,425 122,540 152,351
Total Liabilities and Equity 112,292 182,204 308,892 440,141 560,106
Cash Flow Statement

Operating Cash Flow 8,120 13,969 23,552 43,020 49,186
Investing Cash Flow -8,679 -16,792 -23,017 -29,504 -37,035
Financing Cash Flow 12,281 22,734 38,129 37,980 34,471
Dividends Paid -70 -60 -200 -483 -600
Free Cash Flow -1,502 -4,668 -3,117 8,331 5,078
Net Debt 18,569 17,081 20,720 28,248 34,504
Key Ratios

Gross Margin 29.8% 30.1% 31.4% 30.2% 30.5%
EBITDA Margin 12.5% 13.7% 14.4% 13.0% 13.2%
Net Income Margin 1.6% 2.1% 2.8% 2.6% 2.8%
ROE 4.1% 7.6% 11.7% 12.4% 14.3%
Sales Growth 31% 119% 85% 61% 32%
EBITDA Growth 28% 140% 94% 45% 34%
Earnings Growth n.m. 194% 144% 47% 45%
Net Debt-to-Equity () 0.5 0.3 0.2 0.2 0.2
Net Debt-to-EBITDA (x) 1.8 0.7 04 04 04

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"

Anadolu Grubu Holding founded in 1950,
operates in seven sectors with 86 production
facilities.

The holding operates in beverages (AEFES
& CCOLA), food retail (MGROS), automotive
(ASUZU, Anadolu Motor, Celik Motor),

Energy & Industry (ADEL, Paravani, and
Aslancik).

Core businesses (beer, softdrinks and food

retail) comprise of 92% of consolidated net
sales and 89% of EBITDA.

The group also holds a 23% share in TOGG,
Turkiye's first  major electric car
manufacturer.

Potential catalysts and risks

Potential catalysts include; i) stronger than
expected demand for the group companies;
i) better operating mamins; iii) IPO of TOGG
in the upcoming y ears.

Potential risks include; i) macroeconomic &
geopolitical challenges, ii) Regulatoy
changes & increase in taxation; iii)
Fluctuation in raw material prices.

Ownership Structure

Free Float;
44% AG Sinai

Yatinm A.S;
49%

Azimut Portfdy;
7%
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ALARKO HOLDING
The de-levered electricity segment

We resume our coverage of Alarko Holding with ‘BUY
recommendation with 12Mtarget share price of TL140/shr (previous:
UR). We welcome the hard currency denominated net cash position
of USD163mn as of 9M23. The solo cash position is at USD305mn
with 75% of FX based financial assets. We expect TL2bnnet FX gains
in 2024 which suggests 12% of our TL18bn PBT estimate for 2024.
We believe Meramwill start distributing dividendsin 2024. Whilst, we
do notincorporate such contribution to our estimates, we see as an
upside potential for Alarko Holding cash position.

Current low level of electricity pricescompared to 2022-23 implies
limited downside risk for 2024. As of YE23, wholesale spot electricity
prices have decreased by ~50% in USD terms from 2022 levels, on
average. We assume incremental price hike on national electricity
tariffs in 2024. Even if we do not incorporate into our estimates, we
believe easing subsidieswould positively impact our PBT figure in
2024 through equity pickup contribution. The stock istrading at 2.4x
P/E based on our 2024 estimates which implies 58% discount to its
5-yr historical average.

= Net cash coversheavy CapEx onagriculture. With an announced
investment plan worth ~USD650mn, Alarko Holding decided to enter
into agriculture and food businesses. Once they become fully
operable, the expected EBITDA is USD175mn, annually. Considering
the strong cash position (c.47% of planned investment amount) and
de-levered electricity segment, we believe the heaw CapEx should
be partially offset by the cash position. Thus, we do not foresee
significant financing burden in 2024-25.

= Upside potential in electricity segment. Amid relieved supply side
costs and declining inflation, we assume that subsidies for natural
gas and electricity may be lifted. In 2024, we expect a TL13bn
contribution from electricity distribution and generation.

® Risks. i) any price cap, ii) higher coal costs, iii) TL appreciation.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Revenue 7,123 253% 8,426 18% 12,807 52% 16,367 28%
EBITDA 593 n.m. 590 1% 832 41% 982 18%
Net Income 11,441 n.m. 13,314 16% 16,855 27% 21,290 26%
P/E (x) 16 2.9 2.4 1.9
EV/EBITDA (x) 26.4 >50 >50 40.8
EV/Sales (x) 2.2 43 33 2.4
EPS (TL) 26.3 30.6 38.7 48.9
Div. Yield (*) 0.5% 2.1% 2.4% 3.0%
FCF Yield 19.5% -3.4% 7.5% 13.9%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Rating BUY
Target Price TL140.00
Upside (Downside) 48%
Share Data

Ticker ALARK.TI / ALARK.IS
Close Price TL94.55
Current MCap. (TL/US$ mn) 41,129/ 1,370
Number of Shares (mn) 435

Free Float
3m Awg. Daily Turnover (TL/US$ mn)

31%
612.18 / 21.40

Trading Range (High / Low) (TL)

1-month 94,55 / 85.10
1-year 132.79 / 50.64
Ytd 94,55 / 90.60
Performance (TL) Absolute Relative
1-month I &% | 3%
a-month -20% [ 17%
1-year -13%
Ytd -2%
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Relatives are against the BIST-100 Total Return Index

Mehmet Bodur

mehmet.bodur@ykyatirim.com.tr

+902123198367

Gorkem Goker

gorkem.goker@ykyatirim.com.tr

+90212 3197949
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Financial Summary (TL!

Income Statement

Total Revenues 2,017 7,123 8,426 12,807 16,367
Gross Profit 30 932 1,095 1,601 1,964
Opex 162 411 674 1,025 1,309
EBITDA (*) -83 593 590 832 982
Depreciation 49 72 169 256 327
Operating Income -132 521 421 576 655
Financial Income/Expense -57 -102 -590 -704 -900
Net Other Income/Expense 796 1468 2371 2038 2615
Profit (Loss) from Subsidiaries 925 9623 11832 15698 19738
Pre-Tax Income 1,532 11,510 14,035 17,607 22,107
Tax 52 354 -60 -96 -123
Minority Interest/Other 309 423 661 657 694
Net Income 1,274 11,441 13,314 16,855 21,290
Balance Sheet

Cash and Liquid Assets 1,325 5,810 9,007 7,906 11,912
Inventories 279 586 693 1,053 1,345
Accounts Receivable 535 1,626 1,923 2,923 3,736
Other Current Assets 295 575 680 1,033 1,320
Total Current Assets 2,434 8,596 12,303 12,916 18,314
Fixed Assets (**) 974 1,054 3,661 8,830 15,353
Financial and Equity Investments 2,471 11,740 18,068 27,759 35,558
Other Non-Current Assets (**) 1,252 3,283 3,947 4,832 5,738
Total Non-Current Assets 4,698 16,077 25,676 41,421 56,649
Total Assets 7,132 24,673 37,980 54,336 74,962
Short-Term Debt 165 1,554 4,142 5,666 7,240
Accounts Payable 385 1,069 1,264 1,921 2,455
Other Current Liabilities 1,577 4,848 5,241 5,590 6,783
Total Current Liabilities 2,126 7,470 10,647 13,176 16,479
Long-Term Debt 52 141 281 261 241
Other Non-Current Liabilities 395 811 974 1,304 1,721
Total Non-Current Liabilities 447 951 1,256 1,565 1,962
Minority Interest 867 1,320 1,980 2,637 3,331
Total Shareholders' Equity 4,559 16,252 26,077 39,594 56,521
Total Liabilities and Equity 7,132 24,673 37,980 54,336 74,962
Cash Flow Statement

Operating Cash Flow 844 3,372 5,265 13,716 16,951
Investing Cash Flow -174 224 -6,582 -10,632 -11,253
Financing Cash Flow -106 953 6,301 6,929 8,512
Dividends Paid -60 -100 -700 -978 -1,226
Free Cash Flow 670 3,596 -1,317 3,084 5,698
Net Debt -1,108 -4,116 -4,584 -1,979 -4,430
Key Ratios

Gross Margin 1.5% 13.1% 13.0% 12.5% 12.0%
EBITDA Margin n.m. 8.3% 7.0% 6.5% 6.0%
Net Income Margin 63.2% 160.6% 158.0% 131.6% 130.1%
ROE 34.2% 110.0% 62.9% 51.3% 44.3%
Sales Growth 95% 253% 18% 52% 28%
EBITDA Growth n.m. n.m. -1% 41% 18%
Earnings Growth 59% n.m. 16% 27% 26%
Net Debt-to-Equity (X) n.m. n.m. n.m. n.m. n.m.
Net Debt-to-EBITDA (X) n.m. n.m. n.m. n.m. n.m.

Source: Company Financials, YKY Research

(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)

"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"

Jan 16, 2024 — Alarko Holding

Company Description

The company is one of the leading energy
play ers in the BIST-100. Through its JV with
Cengiz Holding it has 50% share in Meram
DisCo and 1,320 MW coal power plant in
Cnakkale. These two assets are the main
v alue drivers for the company. It also owns two
hydro power plants with 87MW installed
capacity and one solar power plant with
50.6MW installed capacity. The company’s
contracting arm, once the flagship operation,
carries 1Q22 backlog of c¢.US$0.9bn. The
other business segments of the company are
tourism, industrials (listed Alarko Carrier) and
REIT (Alarko REIT).

We used the Net Asset Value method for
Alarko Holding and valued each business
segment separately. For electricity segment,
we implemented the Discounted Cash Flow.
We assume 11% CAGR NOPAT for electricty
distribution with 4% FCF. Additionally, for
generation segment, we assume 12% CAGR
NOPAT with 19% FCF yield. For publicly
traded JV Alarko Carrier and subsidy Alako
REIT, we used the current market
capitalization. For contracting and tourism,
each constitutes 10% of our NAV, we v alued
them with comparable multiples.

Ownership Structure

Garih

Family; 32%
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ENKA INSAAT

A defensive choice for 2024

We resume our coverage for Enka due to the change in the Rating BUY
analyst. Our recommendation is “BUY” and we set a 12M target  Target Price TL49.19
share price of TL49.19/sh which offers 41% return potential in Upside (Downside) 41%
light of our new macro assumptions and operational forecasts.
Enka stands out as a defensive choice thanks to its net cash Share Data
position of USD4.7bn as of 9M23, making up ~70% of its mcap.
. . Ticker ENKAI.TI / ENKAI.IS
We expect foreign government bonds, which make up ~55% of ‘
the investment portfolio, to have a positive impact on the <°s¢Prce T134.98
y . . . Current MCap. (TL/US$ mn) 209,880/ 6,992
Company’s earnings thanks to potential interest rate cuts S 4000
globally. The low share of construction projects in Turkey in the Eree Float 1%
. . . . . . 0
backlog limits the negative impact of the tight domestic monetary am Avg. Daily Tumover (TLIUSS mr) 01767 / 3192

policy. Likewise, we think that the loosening signals of the FED's
monetary policy will revitalize the global construction industry

and Enka will be positively affected. The stock trades at 2024 17ading Range (High / Low) (TL)

0.8x EV/EBITDA which we perceive an attractive level and ™M™ 36.65/32.84
. . 1-year 37.62/22.82

provide a defensive nature.
Ytd 35.36/ 32.84

= Strong net cash position and defensive structure. Enka looks
attractive with its net cash position of USD4.7bn in its latest financial ~ Performance (TL)  Absolute Relative

statements. We expect foreign government bonds and stocks, which ~ +-month %
constitute the dominant part of the investment portfolio, to have a  3month 10%
positive impact on earnings as the FED starts to cut interest rates. e 119
= Backlog suitable for macro view. We see the country-by-country e %
diversification of the backlog in the construction segment and the 40 r
relatively low share of Turkey, where tight monetary policy is
implemented, and Russia, where risks increase due to the war, as 30 | |
factors that reduce the risk factor. Total backlog stands at
USD4.3bn. 20 100
= Supportive outlook in non-construction segments. We view the 10 | { 50
high occupancy rates in the real estate rental segment as positive
for Enka and believe that they contribute to the defensive outlook. 0 A S T T T S | Iy
We also find it useful to follow the energy investment projects in ] f " & N8 X8 /8 /& &8 1§
Turkey and Bulgaria, which are planned to be completed in 2025. 4~ 3 8 4 & 8 3 & 8 H
= Risks - i) Lower than expected additions to backlog, ii) A hawkish = Price (LHS) Rel. Perf. (RHS)

stance in global interest policies that will last longer than expected,  as of Jan 12, 2024
iii) Instability in the countries where Enka operate, iv) Energy sector  Relatives are against the BIST-100 Total Return Index

regulations
Consolidated Financials and Multiples
(TLmn) 2022 A 2023E A 2024E A 2025E A
Rewvenue 61,804  140% 80,134 30% 134,100 67% 191,220 43%
EBITDA 13,986  105% 16,553 18% 29,014 75% 42,886 48%
Net Income 1,961  -62% 14,443 n.m. 24,609 70% 33,498 36%
P/E (x) 54.0 13.0 8.5 6.3
EV/EBITDA (x) 18 26 08 18 Yapi Kredi Invest Research
EV/Sales () 04 07 02 04 YKY_ Arastirma@yapikredi.com.tr
EPS (TL) 0.3 2.4 41 5.6
Div. Yield (*) 4.4% 2.6% 2.4% 3.1%
FCF Yield 6.9% 2.9% 5.5% 13.6% 93

(*) yields are based on payment dates
Source: Company Financials, YKY Research



YapiKredi

Yatirnm

Financial Summary (TLmn)

Income Statement

2024E

2025E

Jan 16, 2024 — Enka Insaat

Company Description

Total Revenues 25,782 61,804 80,134 134,100 191,220
Gross Profit 6,709 14,297 17,386 30,075 42,713
Opex -1,001 -1,823 -2,966 -4,653 -5,243
EBITDA (*) 6,809 13,986 16,553 29,014 42,886
Depreciation 1,101 1511 2,133 3,592 5416
Operating Income 5,708 12,475 14,420 25,421 37,470
Financial Income/Expense 0 0 0 0 0
Net Other Income/Expense 1258 -8695 2990 3465 0
Profit (Loss) from Subsidiaries 0 0 0 0 0
Pre-Tax Income 6,966 3,779 18,499 32,704 45,020
Tax -1,890 -1,665 -4,007 -8,046 -11,473
Minority Interest/Other 83 -153 -50 -49 -49
Net Income 5,159 1,961 14,443 24,609 33,498
Balance Sheet

Cash and Liquid Assets 56,911 46,828 74,750 104,650 136,045
Inventories 3,409 6,962 8,252 13,680 19,530
Accounts Receivable 3,676 5,852 9,880 16,533 23,575
Other Current Assets 4,071 6,478 8,670 8,670 8,670
Total Current Assets 68,067 66,120 101,552 143,533 187,820
Fixed Assets (**) 11,828 15,329 21,630 36,433 54,931
Financial and Equity Investments 13,272 39,130 58,695 88,042 132,063
Other Non-Current Assets (**) 28,157 39,863 53,815 72,650 98,077
Total Non-Current Assets 53,258 94,321 134,140 197,125 285,072
Total Assets 121,325 160,441 235,691 340,658 472,892
Short-Term Debt 804 1,145 578 578 578
Accounts Payable 4,643 8,436 9,455 15,675 22,378
Other Current Liabilities 17,956 18,126 22,626 32,703 45,398
Total Current Liabilities 23,403 27,708 32,660 48,956 68,354
Long-Term Debt 1,395 2,378 2,714 2,714 2,714
Other Non-Current Liabilities 6,669 7,948 15,520 22,767 26,718
Total Non-Current Liabilities 8,063 10,326 18,234 25,481 29,432
Minority Interest 881 1,399 1,399 1,399 1,399
Total Shareholders' Equity 88,978 121,009 179,101 247,143 339,307
Total Liabilities and Equity 121,325 160,441 229,995 321,580 437,093
Cash Flow Statement

Operating Cash Flow 6,544 2,665 6,897 15,093 45,419
Investing Cash Flow -1,142 -2,293 -3,914 -6,499 -9,032
Financing Cash Flow 3,855 2,603 7,341 7,246 3,951
Dividends Paid -2,000 -3,920 -4,900 -5,000 -6,500
Free Cash Flow 5,263 7,263 5,456 11,569 28,604
Net Debt -67,984 -82,434 -130,153 -189,400 -132,753
Key Ratios

Gross Margin 26.0% 23.1% 21.7% 22.4% 22.3%
EBITDA Margin 26.4% 22.6% 20.7% 21.6% 22.4%
NetIncome Margin 20.0% 3.2% 18.0% 18.4% 17.5%
ROE 7.5% 1.9% 9.6% 11.5% 11.4%
Sales Growth 122% 140% 30% 67% 43%
EBITDA Growth 141% 105% 18% 75% 48%
Earnings Growth 15% -62% n.m. 70% 36%
Net Debt-to-Equity () n.m. n.m. n.m. n.m. n.m.
Net Debt-to-EBITDA (X) n.m. n.m. n.m. n.m. n.m.

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"

Enka has three main areas of activity; i)
construction, ii) real estate rental and iii)
energy.

In the construction segment, the lion's
share is taken by Special Projects, North
Macedonia, Serbia and the United Kingdom,
with a rate of up to 70% of total backlog.

In the real estate rental segment, the
company operates in Moscow and St.
Petersburg. It generates rental income from
the office and retail spaces it owns.

In the energy segment, it is one of the
leading players in the sector with a total
installed capacity of 4,085 MW, primarily with
natural gas power plants. The company
plans to increase its installed capacity by
23% with its ongoing energy investments in
Turkey and Bulgaria.

Risks -- i) A lower amount of new
construction projects than expected ii) A
hawkish stance in global interest policies that
will last longer than expected iii) Instability in
the countries where Enka operate iv) The
possibility of regulation that may suppress
profitability in the energy market

Ownership Structure

Free Float;
11.3%

Treasury
Stock; 1.2%
Enka
Foundation;
5.9%

Tara
Holding;
50.2%

Gulcelik
Family;
31.4%
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Domestic and national

The Russian invasion as a milestone for budgets. According to the latest Stockholm International Peace
Research Institute (SIPRI) figures total military spending increased by ¢.3.7% in 2022, worldwide, scaling a historic
high of USD2.2tn. Due to the deteriorating global and regional security environment in recent years, the continuous
rise in military spending among countries is inevitable. Following the outbreak of the Russia-Ukraine war, various
countries began to announce upward military spending targets in 2023 in accordance with NATO’s 2% target. In real
terms, Central and Western Europe states in 2022 surpassed their 1989 post- Cold War spending. We foresee the
current momentum of military and security funding being sustained in the medium term.

NATO’s 2% target is now imminent. In 2006, NATO Defense Ministers agreed on minimum 2% of GDP equivalent
defense spending to maintain the alliance’s readiness. In 2022, when excluding USA, defense spending for the
alliance hit ¢.1.7% of GDP, on average (c.2.6% including USA). Spending ramp-up announcements from member
states for 2023 and beyond showthe severity of the pledges. NATO members without the contribution of USA, should
therefore reach the committed minimum 2% threshold. Secretary-General Jens Stoltenberg has said that announced
military spending plans imply a USD46bn increase for 2024.

A&D industry reshapedin technological terms. The rise in military spending is expected to lead innovation in
defense applications in order to cope with emerging technological needing. According to the Deloitte 2024 Aerospace
and Defense Industry Outlook report The US Department of Defense (DoD) is considering USD1.8bn worth of Al
applications for the assessment and evaluation for joint warfare in 2024. Global Aerospace and Defense (A&D)
industry R&D expenditure on cutting-edge technologies should be of similar size. Thus, considering the current
demand and revived supply chain, we expect the global defense industry to experience robust 2024.

Exhibit 1: Military Spending (mn USD) (5-yr avg.) Exhibit 2: Military Spending as a % GDP (5-yr avg.)
USA Ukraine
China Saudi Arabia

India Oman

Saudi Arabia Qatar

Russia Algeria

United Kingdom Kuwait

France Israel
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Source: SIPRI, YKY Research Source: SIPRI, YKY Research
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Tiirkiye renewsdefense budget 2.5-fold. In October 2023, Vice President Cevdet Yilmaz announced Turkiye’s
defense and security budget for 2024 of over USD40bn. The amount corresponds to a ¢.150% year-on-year
increase in USD terms compared to USD16bn for 2023.

SSB pipeline signals upcoming potential projects. The Presidency of the Republic of Turkiye Defense
Industry Agency (SSB) plans to realize over 700 projects with an estimated value of USD70bn. Considering
Turkiye’'s annual USD15-16bn military spend, approximately 4-5 years of project initiation is about to materialize.

Softening foreign policy continues. Turkiye has been pursuing constructive and balanced foreign policy,
especially since the 2023 Presidential Elections. The recent shift in country outlook is based on its intermediary
role in the post- Russia-Ukraine war grain corridor, positive relations with NATO allies regarding Sweden’s
accession approval, and recovering economic cooperation with the Gulf States. Considering the aforementioned
improvements and the Ukraine war, we expect Turkiye’s role in NATO to be appreciated via defense-related
collaboration.

| Exhibit 3: Tirkiye A&D Revenues (mn USD) Exhibit 4: Turkiye A&D Book-to-Bill Ratio
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Exhibit 5: Turkish Military Spending as a % of GDP

6.0%
50%

40% } - -
--—- - - -E (D S| S S S | - -; ;- -_ - ;. [ M (| G S :-l - S - - - .. 31’1".'"

2.0% I n

2.0% - - -3 1%

2%

1.0%

0.0%

1860 1965 1870 1976 1980 1985 1990 1985 2000 2005 2010 2015 2022

Source: SIPRI, YKY Research

96



YapiKredi

Equity

Yatirim Research

ASELSAN
Contract flow not cash

We resume our coverage for Aselsan due to the change in
responsible analyst. Our recommendation is ‘HOLD’ and we set a
12M target share price of TL60/shr. We welcome the recent
backlog of USD11bn and foresee further additions thanks to
increased military spending budget of Tiirkiye for 2024 at
USD40bn vs USD16bn for 5-yr average. We estimate a robust
pipelineof prospectadditionsin following yearsthrough the main
client, SSB (the Presidency of the Republic of Tiirkiye Defence
Industry Agency) (c.38% the current backlog). However, without
improvement in collection terms, we foresee unchanged
NWC/Sales at 55% in 2024-33 (vs three-year average of 53%).
Therefore, we still expect negative free cash flow for 2024.

We believe Aselsan may benefit from higher international
demand. Thus, we expect 15%export sharein 2024 (vs 11% as of
9M23). Assuming better collectionstermsvs domestic sales, we
welcome the prospect of export share expansion. The stock is
trading at 8.8x EV/EBITDA and 8.6x P/E based on our 2024
estimates and implies 28%and 10%discounts, respectively to its
5-yr historical averages.

® Rising military budget comes with NWC burden. Approx.
USD70bn of defence and military projects in the SSB pipeline are
to be initiated over the coming years. We foresee the USD11bn
backlog as of 3Q23 reaching a USD12bn level by 2025 thanks to
the aforementioned pipeline. But, we expect NWC requirement
burden under financing needing due to 210+ days of cash
conversion cycle as of 3Q23 (vs 200 of 10-yr avg.).

= Risks. i) deteriorationin collection terms, ii) foreign policy tension,
iii) TL appreciation.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Revenue 35282 75% 62,901  78% 102,760  63% 137,619  34%
EBITDA 9472 2% 16,055  69% 25616  60% 33,897 3%
Net Income 11,916  67% 19,796  66% 25265  28% 27,064 7%
P/E (x) 5.6 7.8 8.6 8.0
EV/EBITDA (x) 7.2 10.2 8.8 6.8
EV/Sales (x) 1.9 2.6 2.2 17
EPS (TL) 5.2 8.7 11.1 11.9
Div. Yield (*) 0.7% 0.3% 0.4% 0.4%
FCF Yield 2.2% -6.7% -3.9% 12.2%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Transfer of Coverage
Turkiye / Defence

Jan 16, 2024

Rating HOLD
Target Price TL60.00
Upside (Downside) 26%
Share Data

Ticker ASELS.TI/ ASELS.IS
Close Price TL47.54
Current MCap. (TL/US$ mn) 216,782/ 7,222
Number of Shares (mn) 4560
Free Float 26%

3m Awg. Daily Turnover (TL/US$ mn) 2,434.43 /1 84.82

Trading Range (High / Low) (TL)

1-month 49.60 / 43.02
1-year 49.60 / 19.47
Ytd 47.64 | 44.98
Performance (TL)  Absolute Relative
1-month 4% 1%
3-month 11% £ | 14%
Lyear 70% | 3%
Ytd 6% -1%
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Relatives are against the BIST-100 Total Return Index
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Financial Summary (TLmn) 2021 2022 2023E 2024E 2025E
Income Statement

Total Revenues 20,139 35,282 62,901 102,760 137,619
Gross Profit 6,649 11,783 20,757 33,911 45,414
Opex 1,579 2,900 5,787 10,276 15,138
EBITDA (*) 5,502 9,472 16,055 25,616 33,897
Depreciation 432 589 1,085 1,981 3,621
Operating Income 5,070 8,883 4,850 14,950 17,594
Financial Income/Expense 4,348 -2,216 -1,234 -1,243 -1,935
Net Other Income/Expense -2222 3231 16174 11510 11352
Profit (Loss) from Subsidiaries -3 18 -25 13 13
Pre-Tax Income 7,196 9,917 19,766 25,230 27,024
Tax -69 1,969 0 0 0
Minority Interest/Other -3 -48 30 35 40
Net Income 7,131 11,916 19,796 25,265 27,064
Balance Sheet

Cash and Liquid Assets 2,492 5,687 3,147 7,168 8,995
Inventories 7,639 12,593 23,093 35,878 50,236
Accounts Receivable 9,803 14,888 31,020 45,804 65,982
Other Current Assets 3,241 5,131 7,641 11,245 14,402
Total Current Assets 23,175 38,299 64,901 100,095 139,615
Fixed Assets (**) 5,700 9,859 19,813 36,206 44,830
Financial and Equity Investments 2,149 4,288 4,717 5,189 5,708
Other Non-Current Assets (**) 15,389 23,597 26,255 35,015 55,257
Total Non-Current Assets 23,238 37,744 50,784 76,411 105,794
Total Assets 46,413 76,044 115,685 176,506 245,409
Short-Term Debt 5,070 5,603 10,762 14,139 21,152
Accounts Payable 6,039 9,775 17,319 28,860 39,408
Other Current Liabilities 5,640 14,274 14,887 15,526 16,191
Total Current Liabilities 16,750 29,651 42,968 58,524 76,752
Long-Term Debt 333 1,070 856 685 548
Other Non-Current Liabilities 3,495 5,462 10,090 21,389 33,445
Total Non-Current Liabilities 3,828 6,531 10,945 22,073 33,993
Minority Interest 272 224 251 281 315
Total Shareholders' Equity 25,835 39,861 61,772 95,908 134,664
Total Liabilities and Equity 46,413 76,044 115,685 176,506 245,409
Cash Flow Statement

Operating Cash Flow 2,998 6,681 2,040 10,970 -3,709
Investing Cash Flow -2,511 -5,205 -12,415 -19,461 -22,726
Financing Cash Flow 2,025 1,285 5,101 3,377 18,933
Dividends Paid -400 -460 -400 -818 -970
Free Cash Flow 488 1,476 -10,376 -8,492 -26,435
Net Debt 2,911 985 8,470 7,655 12,705
Key Ratios

Gross Margin 33.0% 33.4% 33.0% 33.0% 33.0%
EBITDA Margin 27.3% 26.8% 25.5% 24.9% 24.6%
Net Income Margin 35.4% 33.8% 31.5% 24.6% 19.7%
ROE 32.5% 36.3% 39.0% 32.0% 23.5%
Sales Growth 25% 75% 78% 63% 34%
EBITDA Growth 40% 72% 69% 60% 32%
Earnings Growth 60% 67% 66% 28% 7%
Net Debt-to-Equity (X) 0.1 0.0 0.1 0.1 0.1
Net Debt-to-EBITDA (X) 0.5 0.1 05 0.3 0.4

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"

Jan 16, 2024 — Aselsan

Company Description

Founded in 1975 the company is a
defence sector contractor developing and
producing communication and information
technologies, radar and electronic warfare,
avionics, unmanned, weapon, air defence
&missile, control, transportation, security
traffic and medical systems. As of 3Q23,
Aselsan current backlog is at c.USD11bn.
Through promising SSB pipeline, we
foresee USD3-5bn of new additions to
Aselsan, annually by 2030.

We used the Discounted Cash Flow
method for Aselsan. In the long-run, we
assume Aselsan’s NOPAT margin to
reach above 25% (vs 9M23 20%) via
added v alue technological products. We
assume 25% NOPAT CAGR between
2024-2033 in TL terms with an annual FCF
yield of 16%, on average. Our TL WACC

is 25%.

Ownership Structure

Free Float;
25.8%

Turkish
Armed
Forces
Foundation;
74.2%
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Timetorenew

Electricity demandis expected to ease. Global economic slowdown and energy crisis are expected to have stifled
global electricity consumptionin 2023 before acceleration in 2024. According to a International Energy Agency (IEA)
Electricity Market Report, global electricity use is set to grow by 1.9% in 2023, shy of the 2.4% global GDP growth
projection. The report’s US and EU demand estimates show contraction of 1.7% and 3.0% for the two years. In
particular, EU demand contraction is the reflection of lower utilization among energy-intensive industries due to
elevated energy costs. Howewer, due to post-pandemic re-opening and stimulus efforts, Chinese demand is expected
to increase by 5.3% in 2024. The IEA expects global demand to recover by 3.3% in 2024thanks to a better outlook for
advanced economies in terms of energy prices and sufficient generation via renewables.

Structural shiftin generation is occurring. After rising in 2022, coal-fired generation is declining in 2023 due to the
increased share of renewables. Drought-led low hydropower output and costly natural gas, caused electricity
generation via coal recorded 1.7% growth in 2022, but is expected to decrease slightly by 0.4% in 2023. From 2024
onwards, renewables are set to become the primary energy source in total generation. Considering the ongoing
capacity increases, we expect renewables’ share to tilt 35-40% levels in the medium term.

Nothing toworry abouton prices, for now. Due to mild weather and renewables output, wholesale electricity prices
have been experiencing downward mowve. Increasing renewables share result lack of generation flexibility according
to changing demand. Eased energy commodity prices continue to suppress wholesale prices. In the EU, prices hawe
tilted to the 2019 levels of EUR60-70/MWh. Without abnormal weather conditions or geopolitical issues, Europe’s
electricity price challenge seems to be resolved. Yet, negative prices imply the need for immediate storage
investments on the continent.

Exhibit 1: Global Electricity Generation Share by Source (annual average)
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Source: IMF, IEA, YKY Research
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Tiirkiye exceeds 100GW capacity. The installed capacity of Turkiye has exceeded 106GW as of year-end 2023.
The capacity decomposition is as follows: 29.8% hydro, 23.9% natural gas, 20.5% coal, 11.0% wind, 10.6% solar,
1.6% geothermal, and 2.6% other sources. In 2023, the total number of power plants increased to 13k. In terms of
renewable energy capacity, Turkiye ranked 5th and 12th in Europe and the world, respectively. According to the
Turkiye National Energy Plan of 2022, installed capacity is planned to reach 190 GW as of 2035.

Renewables investment hype continues. According to the Turkiye National Energy Plan of 2022, renewable
energy capacity is planned to reach 118GW by 2030 from 56GW at year-end 2023. In July 2023, Tirkiye and the
UAE signed a series of agreements for USD30bn worth of energy projects. Renewable energy investments are
expected to materialize. In accordance with a +65% renewable share projection, 3.5GW and 6.5GW solar and
wind (incl. offshore wind) capacity stands to be added to the installed capacity, respectively.

Price cap lifted. As of October 2023, the energy source based price cap application was lifted and the market
returned to spot prices via EXIST. Due to eased fossil fuel costs, spot prices have already tilted to ceiling prices
and a further 6-month extension was not exercised. The current spot price is USD75/MWh. Through muted
commodity prices, renewable/nuclear capacity additions, and a weaker demand environment, spot prices are
expected to head south in the long run.

Exhibit 2: Tiirkiye Installed Capacity (GW)
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Exhibit 3: Turkiye Electricity Demand (TWh)
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Storage pre-license applications have been suspended. In October 2023, Turkiye's energy watchdog,
EMRA, has announced that renewable energy based storage pre-license project applications have been
suspended. Since November 2022, c.6k of projects have applied and only 399 have been granted a pre-license.
The total installed power of applications is ¢.300GW. EMRA would have decided upon such a suspension due
to the lack of infra- and superstructure capacity as compared to applied installed power.

Household subsidies prevail. On October 1, 2023, EMRA hiked end-user electricity prices for industry and
legal persons by 25% and 28%, respectively. For households, 3Q23 prices were unchanged at TRY 1,132/MWh.
For the current tariff period, 1Q24, EMRA has kept prices unchanged. Turkish household use electricity prices
are among the lowest in Europe. Thanks to ongoing subsidies, elevated natural gas costs on BOTAS have not
been fully reflected to national tariffs to shield the end-user.

Exhibit 4: Tirkiye Spot Price (USD/Mw h)
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Grid investments reflect in capacity increases. Based on data of the Association of Electricity Distribution
System Operators, distribution companies have realized USD2.3bn and USD2.4bn of investments in 2020 and
2021, respectively. In 2022, due to the inflationary environment in Turkiye, the USD-based invested amount has
deflatedto USD1.7 bn. In parallel to capacity increase, electricity grid investments should also be commissioned.
According to Energy and Natural Resources Minister Alparslan Bayraktar, Turkiye must realize USD10bn grid
investment by 2030.

Tiirkiye is decisive on battery competition. Domestic battery manufacturing with high locality has been
mandated by the government, especially in light ofrecent geopolitical issues. The pandemic and Russia-Ukraine
war explicitly proved the importance of electricity security via alternative energy sources. Togg’s lithium-on
battery initiative, Siro, has already manufactured and tested a prototype in August 2022. By 2035, Siro plans to
achieve annual production capacity of 50GWh. Additionally via Aspilsan, a Turkish Armed Forces Foundation
subsidiary, domestic lithium-ion cell production has been pursued with capacity of 220MWh.
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AKSA ENERJI
Virtually a high yield eurobond

We resume our coverage for Aksa Enerji due to change in
responsible analyst. Our recommendation ‘BUY’ and we set a 12M
target price of TL55/shr. We welcome the recently announced
international projects in hard currency. Increasing share of
guaranteed capacity payments through PPAs suggests
foreseeable cash flow structure for Aksa Enerji. Together with the
latest Senegal deal, PPA based powerplants’ share became 67%in
4,055MW total portfolio (excl. renewables pre-licenses). We believe
~64% share of EBITDA generation from international projects’ will
be maintainedinthe long-term. Additionally, in Tiirkiye, the current
normalized spot electricity prices of USD72/MWh (comparing to
post-pandemic high of USD210/MWh) suggests limited downside
in our opinion. Therefore, we foresee USD75/MWh spot price in
2024, on average.

Collectionisno more a major issue thanksto recovered termsin
Ghana and Northern Cyprus. Thus, we think the respective risk
might be already priced in. The stock has underperformed the
benchmark index by 48% in TL terms and it trades at 5.3x
EV/EBITDA and 6.8x P/E on our 2024 estimates and implies 23%
and 46%discount, respectivelyto its 5-yr historical averages.

= Kazakhstan, Uzbekistan, and now Senegal. Aksa Eneriji
continues to expand its international investments via PPA based
power plants. Additional to ongoing investments with the 240MW
Kyzlordu and 430MW Talimerjan investments, it has announced a
255MW power plant investment in Senegal. Accordingly, total
capacity risesto 4,055MW, excl. pre-licensed renewables, implying
28% CAGR between 2020-2023. Once they become fully operable,
we believe Aksa Enerji will be the largest private sector electricity
generating company, incl. international projects, in Turkiye.

" Guaranteed EBITDA contribution via PPAs. Based on the PPA
model, power plants are guaranteed by capacity payment in hard
currency. We foresee resilient EBITDA share from international
investments at +60% in 2024 (vs 64% as of 9M23 due to the cap in
Tarkiye). Thanks to recowvered free cash flow, we expect Aksa
Enerji to distribute gross dividend of 3% in 2024.

= Risks. i) weak prices, ii) economic slowdown, iii) TL appreciation.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Revenue 45638 229% 27,415 -40% 45535  66% 57,336 26%
EBITDA 6,401  159% 7128 11% 10,104 42% 12,161 20%
Net Income 4562 172% 4,437 3% 5897  33% 7,341 24%
PIE (x) 7.2 9.7 6.8 5.4
EV/EBITDA (x) 6.6 7.8 5.3 45
EV/Sales (x) 0.9 2.0 1.2 1.0
EPS (TL) 37 36 4.8 6.0
Div. Yield (*) 2.1% 2.3% 3.3% 5.2%
FCF Yield 0.1% -0.6% 21.6% 29.0%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Transfer of Coverage
Tuarkiye / Energy

Jan 16, 2024

Rating

Target Price
Upside (Downside)

Share Data

Ticker

Close Price

Current MCap. (TL/US$ mn)
Number of Shares (mn)

BUY

TL55.00
69%

AKSEN.TI / AKSEN.IS
TL32.50

39,856/ 1,328
1226.338236

Free Float 21%
3m Awg. Daily Turnover (TL/US$ mn) 227.52/7.93
Trading Range (High / Low) (TL)
1-month 32.98 / 28.52
1-year 42.92 / 26.80
Ytd 32.98/29.20
Performance (TL) Absolute Relative
1-month 1% E‘Z%
3-month -14%o [l_%
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Relatives are against the BIST-100 Total Return Index
Mehmet Bodur

mehmet.bodur@ykyatirim.com.tr

+902123198367

Gorkem Goker

gorkem.goker@ykyatirim.com.tr

+90212 3197949
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Financial Summary (TLmn)

Income Statement

Total Revenues 13,887 45,638 27,415 45,535 57,336
Gross Profit 2,079 5,448 6,179 9,377 12,161
Opex 173 319 580 891 1,141
EBITDA (*) 2,474 6,401 7,128 10,104 12,161
Depreciation 568 1,272 1,529 2,349 3,009
Operating Income 1,906 5,129 5,599 7,755 9,152
Financial Income/Expense 357 664 1,157 1,777 1,935
Net Other Income/Expense 138 188 -260 -459 -600
Profit (Loss) from Subsidiaries 0 0 0 0 0
Pre-Tax Income 2,400 5,981 6,495 9,072 10,487
Tax -565 -1,096 -1,559 -2,268 -2,622
Minority Interest/Other 155 324 500 907 524
Net Income 1,680 4,562 4,437 5,897 7,341
Balance Sheet

Cash and Liquid Assets 1,118 1,244 2,254 5,070 7,109
Inventories 225 244 751 1,248 1571
Accounts Receivable 5,328 9,217 10,140 13,723 18,065
Other Current Assets 458 711 1,024 1,573 2,015
Total Current Assets 7,129 11,416 14,169 21,613 28,760
Fixed Assets (**) 13,260 21,641 31,118 47,809 73,453
Financial and Equity Investments 0 0 0 0 0
Other Non-Current Assets (**) 260 175 986 1,515 2,328
Total Non-Current Assets 13,520 21,816 32,104 49,324 75,781
Total Assets 20,650 33,233 46,273 70,937 104,541
Short-Term Debt 3,159 4,743 6,498 7,497 8,756
Accounts Payable 2,020 2,127 3,023 5,021 6,323
Other Current Liabilities 1,093 1,110 1,596 2,453 3,768
Total Current Liabilities 6,272 7,980 11,118 14,971 18,847
Long-Term Debt 2,503 3,865 5,276 6,275 7,534
Other Non-Current Liabilities 1,290 2,429 3,492 5,365 8,243
Total Non-Current Liabilities 3,793 6,294 8,768 11,641 15,777
Minority Interest 932 1,750 3,027 4,650 5,957
Total Shareholders' Equity 10,584 18,959 26,387 44,325 69,917
Total Liabilities and Equity 20,650 33,233 46,273 70,937 104,541
Cash Flow Statement

Operating Cash Flow 1,055 1,869 9,240 12,604 16,581
Investing Cash Flow -2,747 -1,850 -9,477 -3,998 -5,034
Financing Cash Flow 2,040 1,498 1,688 -2,975 -8,147
Dividends Paid 0 -700 -1,000 -1,331 -2,064
Free Cash Flow -1,692 19 -237 8,606 11,547
Net Debt 4,545 7,365 9,520 8,703 9,181
Key Ratios

Gross Margin 15.0% 11.9% 22.5% 20.6% 21.2%
EBITDA Margin 17.8% 14.0% 26.0% 22.2% 21.2%
Net Income Margin 12.1% 10.0% 16.2% 13.0% 12.8%
ROE 22.1% 30.9% 19.6% 16.7% 12.9%
Sales Growth 92% 229% -40% 66% 26%
EBITDA Growth 61% 159% 11% 42% 20%
Earnings Growth 257% 172% -3% 33% 24%
Net Debt-to-Equity (x) 0.4 0.4 0.4 0.2 0.1
Net Debt-to-EBITDA (X) 1.8 1.2 1.3 0.9 0.8

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"

Jan 16, 2024 — AksaEnerji

Company Description

Aksa Enerji is a global energy company that
delivers all steps in power plant installation
procedures- from project development to
procurement, construction to installation-in
house with business operations in eight
countries.

The company owns two NGPPs with a total
installed capacity of 1047MW and a CPP with
an installed capacity of 270MW in Turkey. In
Northern Cyprus, it owns a fuel oil based PP
with an installed capacity of 153MW. In Africa,
Uzbekistan, Kazakhstan, and Senegal, Aksa
Enerji has 2,585MW installed capacity. The
total portfolio is 4,0565MW. Together with pre-
licensed renewable energy capacity plans, the
total installed capacity implies 4,886 MW.

We used the Sum of the Parts method for Aksa
Enerji and valued Tirkiye and international
projects separately with the Discounted Cash
Flow. We assume 15% NOPAT CAGR for
Tirkiy e between 2024-2033 in TL terms with a
FCF yield of 6%, annually on average. For the
current international projects, we assume
steady state revenues and NOPAT in USD
terms with 0% CAGR. Once the ongoing
investments become fully operable, our

NOPAT CAGR will be revisited. Our USD
WACC is 9%.

Ow nership Structure

Kazanci
Holding; 79%
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Rise in unit prices will continue to set the outlook

For Coca-Cola Icecek <CCOLA TI> In terms of sales wlume, 2023 was a weaker year in the domestic market with a
5% contraction. This performance resulted from multiple factors, such as lower Horeca wlumes following the
earthquake, the election period of 1H23, and diminishing affordability through the end of the year. For 2024, we foresee
a mixed demand outlook as we expect a recovery in the first half amid an improvement in purchasing power with salary
hikes, but we are skeptical for the rest of the year. Still, we think 2H23 is setting a low base for volumes, whereby overall
change may be surprising. Pricing will be anotherimportant issue for sector players as we expectcostinflation ofaround
60% y/y. However, the company’s leadership position in the market may provide a cushion regarding pricing. In the Intl
market, total sales volume was down by ¢.2% due to the harsh contraction in Pakistan arising from that country's
economic/political crisis. Note that the country holds an election on 8th February. Even if we do not expect an instant
material recovery in consumer sentiment, the pressured wolume of 2023 may set a low base.

Graph 1: CCl sales volume growth
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Graph 2: AEFES sales volume growth
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The Turkish beer market gave a strong performance through 2023 on the back of a relatively lower price increase than
for other items, as well as new offerings and resilient tourism activity. Accordingly, Anadolu Efes’ <AEFES TI> domestic
beer operations delivered a 9% y/y increase in 2023. For 2024, considering the high base of 2023, we expect a bit
contraction in domestic sales volume. On the int’l operations, AEFES managed to increase its sales volume by 4%.
Russian operations performed better than initially anticipated, with low single digit growth. We do not expect a bold
change in customer sentiment for now. Howewer, we think that the scenario of a further decline in commaodity prices
and the impact of sanctions may be felt more in the Russian economy in 2024, which poses a risk to customer
sentiment. On the pricing side, we expect ¢.70% increase in unit prices in Turkiye and 7% increase in Ruble terms in
Russia. Still, we foresee a ¢.200bps contractionin EBITDA marginin 2024 primarily due to local difficulties in accessing
hedging instruments in Russia.

2023 was also positive for Ulker <ULKER TI>, given solid top-line growth and margin expansion backed by inflationary
supports and execution success in int’l operations. More importantly, declining leverage will lead the bottom line to
green territory. Whilewe foresee some margin normalization in 2024, inflationary tailwinds are set to support the gronth
outlook. On the non-operational side, we think that deleveraging may be another value driver, especially in a scenario
of a strong TL, as the company still holds a hefty short FX position.

104



YapiKredi

Equity

Yatirnm Research

ANADOLU EFES
Stable in dizzy places

We retain our BUY rating for Anadolu Efeswhile increasing our TP
from TL150/shr. to TL190/shr based on our new macro assumptions.
The companyrecently discloseditssalesvolume figureswhich imply
a 5% yly increase (domestic: 9%, int’'l: 4%) in 2023. We broadly retain
our forecastsfor 2023YE of 65% y/y revenue and 81%EBITDA growth.
The company implemented a 35% price hike in January, and we
estimate the total rise to be at 70% levelsfor 2024 in the domestic
market. We foresee a 7% increase in unit pricesin Ruble terms for
Russia. Considering mainly the cost pressure in Russia, which
largely relates to the difficulty in accessing hedginginstrumentsin
the country, we have slightly reduced our EBITDA margin forecast to
18.8%. AEFES shares more than doubled in absolute terms, and we
still consider the stock undervalued, considering its hefty FCF
generation, declining leverage, and resilient growth prospect while
acknowledging the pressure-inducing uncertainty over the EBI deal.

® Expecting 63% y/y top-line growth in 2024: We pencil in a tad
contraction in domestic sales wlume vs. management guidance of flat
performance, due to the high base and our concerns over the on-sales
channel in 2H24. After a resilient performance in Russiain 2023, we
prefer to remain cautious while taking into account competition at this
stage. Still, on consolidated basis, we expect a 63% y/y top-line and
54% y/y EBITDA growth in TL terms which we think quite satisfactory.

= Regarding the EBI deal: AEFES has been in talks with AB InBev to
acquire the non-controlling stake in the Russia and Ukraine operations
since April 22. Recently, the parties agreed on a deal that would not
result in an immediate cash outflow for AEFES. While we welcome the
agreement, we think the biggest bottleneck in the deal is acquiring
related approvals from the regulatory bodies.

® Risks: i) Regulatory & geopolitical risks ii) Depreciation in operating
market currencies iii) Fluctuations in raw material prices.

Consolidated Financials and Multiples
(TLmn) 2022 A 2023E A
90,504  130% 149,357 65%

2025E A
322,763 33%

2024E A
243,055 63%

Revenue

EBITDA 16,411  155% 29,667  81% 45,787  54% 60,533  32%
Net Income 3429  221% 8,878  159% 12,983  46% 18,033  39%
P/E (x) 6.5 5.6 6.1 44
EV/EBITDA (x) 4.0 3.8 3.3 2.5
EV/Sales (x) 0.7 0.8 0.6 0.5
EPS (TL) 5.8 15.0 21.9 305
Div. Yield (*) 6.1% 2.8% 5.1% 7.4%
FCF Yield 31.8% 17.3% 18.6% 7.0%

(*) yields are based on payment dates
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Kutluhan Murat Bulut
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+90212 3198366
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Financial Summary (TLmn)

Income Statement

2023E

2024E

2025E

Total Revenues 39,284 90,504 149,357 243,055 322,763
Gross Profit 14,142 32,992 59,476 92,579 122,912
Opex -10,094 -20,686 -35,412 -55,048 -74,036
EBITDA (*) 6,447 16,411 29,667 45,787 60,533
Depreciation 2,399 4,105 5,603 8,256 11,657
Operating Income 4,048 12,306 24,064 37,531 48,876
Financial Income/Expense -508 -2,835 -2,428 -5,977 -5,013
Net Other Income/Expense 805 13 627 1021 1356
Profit (Loss) from Subsidiaries -542 -144 -150 -234 -299
Pre-Tax Income 3,803 9,340 22,114 32,341 44,920
Tax -1,436 -3,298 -6,634 -9,702 -13,476
Minority Interest/Other 1,299 2,612 6,602 9,655 13,411
Net Income 1,068 3,429 8,878 12,983 18,033
Balance Sheet

Cash and Liquid Assets 10,334 24,628 40,272 50,206 72,771
Inventories 5,903 14,096 24,378 40,814 54,206
Accounts Receivable 5117 7,883 22,915 37,291 49,520
Other Current Assets 3,310 4,939 6,661 6,975 7,241
Total Current Assets 24,664 51,546 94,227 135,285 183,738
Fixed Assets (**) 51,459 68,043 99,286 123,811 139,626
Financial and Equity Investments 1 1 1 1 1
Other Non-Current Assets (**) 9,390 13,769 18,490 22,253 26,076
Total Non-Current Assets 60,849 81,812 117,776 146,064 165,702
Total Assets 85,513 133,358 212,003 281,349 349,440
Short-Term Debt 6,475 11,870 21,237 25,913 32,444
Accounts Payable 12,634 20,033 36,937 61,839 82,131
Other Current Liabilities 5,412 10,128 22,215 36,151 48,006
Total Current Liabilities 24,521 42,031 80,388 123,904 162,581
Long-Term Debt 14,772 25,702 36,304 43,033 48,195
Other Non-Current Liabilities 6,887 9,042 11,042 12,111 13,309
Total Non-Current Liabilities 21,659 34,744 47,346 55,144 61,504
Minority Interest 20,617 30,986 45,000 54,045 64,908
Total Shareholders' Equity 39,332 56,582 84,268 102,301 125,355
Total Liabilities and Equity 85,513 133,358 212,003 281,349 349,440
Cash Flow Statement

Operating Cash Flow -2,007 -9,834 -8,179 3,209 35,948
Investing Cash Flow -2,725 -4,931 -11,411 -18,428 -24,530
Financing Cash Flow 12,145 18,481 21,969 12,474 12,890
Dividends Paid -1,146 -1,098 -1,262 -3,995 -5,843
Free Cash Flow 2,283 7,101 8,646 14,630 5,480
Net Debt 10,912 12,945 17,268 18,740 7,869
Key Ratios

Gross Margin 36.0% 36.5% 39.8% 38.1% 38.1%
EBITDA Margin 16.4% 18.1% 19.9% 18.8% 18.8%
Net Income Margin 2.7% 3.8% 5.9% 5.3% 5.6%
ROE 3.3% 7.2% 12.6% 13.9% 15.8%
Sales Growth 47% 130% 65% 63% 33%
EBITDA Growth 36% 155% 81% 54% 32%
Earnings Growth 31% 221% 159% 46% 39%
Net Debt-to-Equity () 0.3 0.2 0.2 0.2 0.1
Net Debt-to-EBITDA (x) 1.7 0.8 0.6 0.4 0.1

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"

Jan 16, 2024 — Anadolu Efes

Company Description

Anadolu Efes, founded in 1969, is Europe's
5" and the world’s 9™ largest brewer. Its
beer business operates in 6 countries
(Turkiye, Russia, Ukraine, Kazakhstan,
Moldov a and Georgia) with 21 breweries.
Total brewing capacity is 52.2 mhl and it
serves more than a hundred brands.

The company holds 50.3% of Coca-Coa
Icecek, which is among the top-ten largest
Coca-Cola bottlers, sewving 11 countries.
Soft drink operations corresponds to ¢.63%
of consolidated net sales and beer
operations 37%.

Potential catalysts and risks

Potential catalysts include; i) stronger than
expected demand; ii) better operating

margins; iii) completion of AB InBev EBI
deal in fav orable terms.

Potential risks include; i) competition, ii)
Regulatory changes/increase in taxation; i)
Fluctuation in raw material prices.

Ow nership Structure

Free Float;
33.0%
Anadolu
Holding;
43.1%

AB InBev;
24.0%
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COCA-COLA ICECEK
FCF to remain intact despite headwinds

We maintain our BUYrecommendation for CCOLA with a new 12M
target price of TL690/shr (up from TL485.0/shr). We continue to
like the company’s EBITDA growth outlook in an inflationary
climate, despite volume contraction of 2.6%y/y in 2023, which we
ascribed to macroeconomic pressures, declining affordability in
the domestic side, and partial consumer boycotts in Tiirkiye,
Jordan, and Pakistan over Gaza conflict. Still, due to rising unit
pricesin the domesticandint’I markets, we maintainour netsales
growth forecast of 72% y/y for 2023YE. In the domestic market,
the improvement in household purchasing power owing to salary
hikes leads us to expect demand improvement. We update our
forecasts and currently estimate 63% EBITDA and 64% net
earnings growth for 2024YE. Yet, considering the price-setter
position in the market in the sparkling category, which allows
superior pricing power, solid operational profitability with a 7%
FCF margin, and attractive multiples of 4.7x EV/EBITDA 9.1x P/E,
we still favor the stock.

= Volume contraction overshadowed the outlook CCl has shared
its guidance for 2024YE as mid-single-digit volume growth both in
Tirkiye and int’l operations, low-40% level FX neutral top-line
growth, and a y/y flat EBIT margin. Even though the wlume
guidance is similar to our initial forecasts, we prefer to remain
cautious considering a potential scenario where pressure in
demand persists for longer and lowered our figure to 1.5% growth.

= We do not expect strong margin pressure By our estimates, unit
price have risen 95% in the domestic market and 60% in Int’l
operations for 2023 and we expect on avg.60% increase in 2024.
Also, ¢.60% of resin and aluminum are already hedged. Thus, we
remain positive regarding the EBITDA performance, expecting
growth of 63% yly.

m Long-term value drivers are on track We admit that recent
dewvelopments in customer sentiment may spell some pressure.
Still, we see no risk regarding the long-term value drivers given its
strong penetration, low per capita operating regions, and integral
pricing power.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Revenue 53,530  144% 92,192 72% 151,567 64% 201,362 33%
EBITDA 10,149  121% 19,218 89% 31,334 63% 41,577 33%
Net Income 4,331 91% 8,493 96% 13,941 64% 19,685  41%
P/E (X) 8.3 9.0 9.1 6.5
EV/EBITDA (x) 4.4 4.9 4.7 3.4
EV/Sales (x) 0.8 1.0 1.0 0.7
EPS (TL) 17.0 33.4 54.8 77.4
Div. Yield (¥) 1.9% 1.2% 1.4% 2.5%
FCF Yield 7.1% 0.1% 7.5% 9.7%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Company Report
Turkiye / Food & Beverages

Jan 16, 2024

Rating BUY
Target Price TL690.00
Upside (Downside) 38%
Share Data

Ticker CCOLA.TI / CCOLA.IS
Close Price TL500.00
Current MCap. (TL/US$ mn) 127,185/ 4,237
Number of Shares (mn) 254.370782

Free Float 25%
3m Aw. Daily Turnover (TL/US$ mn) 221.49/ 7.67

Trading Range (High / Low) (TL)

1-month 525.50 / 438.00
1-year 525.50 / 171.49
Ytd 525.50 / 476.25
Performance (TL) Absolute Relative
1-month | 14% | 10%
3-month 34% I 38%
Lyear 168% | 62%
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Relatives are against the BIST-100 Total Return Index

Kutluhan Murat Bulut
murat.bulut@ykyatirim.com.tr
+90212 3198366
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Fnancial Summary (TLmn) 2023E 2024E 2025E

Income Statement Company Description

Total Revenues 21,930 53,530 92,192 151,567 201,362

Gross Profit 7,717 17,374 33,471 53,981 69,182 Coca-Cola Icecek operates with 30 facilites
Opex -4,225 -9,046 -17,203 -27,524 -34,918 ‘(’:"';S;csl‘t)ll‘tg Fl’fgg:cgg”;';e;é;ﬁ' E;‘:me
EBITDA () 4,593 10,149 19,218 31,334 41,577 the distribution of over 20 brands and has
Depreciation 1,100 1,822 2,950 4,877 7,314 896k sales points in total.

Operating Income 3,492 8,328 16,268 26,457 34,264 o

Financial Income/Expense 225 -1,319 3,076 -5,599 -4,690 Z:‘rfefo'gé’lj"r:‘t{ie"spe(rsgfis';‘a:’r%jai?gg
Net Other Income/Expense -145 -105 903 1485 1973 Uzbekistan,  Azerbaijan, Ky rgy zstan,
Profit (Loss) from Subsidiaries 0 0 -5 -7 -9 Turkmenistan, Jordan, Iraq, Tajikistan, and
Pre-Tax Income 3572 6,903 14,090 22,337 31,538 Syria) and serves ¢.430mn people.

Tax 1151 "2.262 =213 8,265 11,669 At the end of 3Q23, the shares of domestic
Minority Interest/Other 149 310 384 131 184 and international operations in total sales
Net Income 2,271 4,331 8,493 13,941 19,685 volume account for 36% and 64%,
Balance Sheet respectively.

Cash and Liquid Assets 4,215 14,769 16,116 20,441 34,620 The share of sparkiing category in total saes
Inventories 2,501 6,677 12,066 18,715 24,625 volume is 82% and still category is 8% and
Accounts Receivable 1,639 3,716 12,629 16,610 21515 water category has a share of 10%.

Other Current Assets 2,359 2,928 3,687 3,677 3,752

Total Current Assets 10,713 28,090 44,398 59,442 84,513

Fixed Assets (**) 21,807 29,269 46,848 65,587 78,704

Financial and Equity Investments 0 0 0 0 0

Other Non-Current Assets (**) 741 1,358 5,523 6,183 6,687 .

Total Non-Current Assets 22,548 30,627 52,371 71,770 85,391 Qwnership Stucture

Total Assets 33,262 58,717 96,769 131,212 169,904

Short-Term Debt 1,368 5,788 11,186 14,383 16,644 Free Float:

Accounts Payable 3,957 8,284 16,571 27,538 37,300 28.9%

Other Current Liabilities 2,158 3,152 6,429 10,570 14,042 s
Total Current Liabilities 7,483 17,225 34,186 52,490 67,986

Long-Term Debt 8,023 15,056 21,678 25,045 31,019 Cesame

Other Non-Current Liabilities 2,786 3,640 5,641 6,028 6,353 OVB:,:S

Total Non-Current Liabilities 10,810 18,696 27,319 31,073 37,372 p?oé;"‘m

Minority Interest 1,915 2,625 222 364 364 T rporasion: 2o

Total Shareholders' Equity 14,970 22,796 35,263 47,649 64,545

Total Liabilities and Equity 33,262 58,717 96,769 131,212 169,904

Cash Flow Statement

Operating Cash Flow 2,962 4,266 4,085 18,858 25,696

Investing Cash Flow -5,082 -4,239 -9,858 -16,824 -21,283

Financing Cash Flow 4,789 12,307 14,021 6,951 8,560

Dividends Paid -712 -600 -750 -1,780 -3,134

Free Cash Flow -1,201 2,554 90 9,555 12,388

Net Debt 5,176 6,075 16,748 18,987 13,043

Key Ratios

Gross Margin 35.2% 32.5% 36.3% 35.6% 34.4%

EBITDA Margin 20.9% 19.0% 20.8% 20.7% 20.6%

Net Income Margin 10.4% 8.1% 9.2% 9.2% 9.8%

ROE 19.2% 22.9% 29.3% 33.6% 35.1%

Sales Growth 52% 144% 72% 64% 33%

EBITDA Growth 47% 121% 89% 63% 33%

Earnings Growth 84% 91% 96% 64% 41%

Net Debt-to-Equity (X) 0.3 0.3 05 0.4 0.2

Net Debt-to-EBITDA (X) 1.1 0.6 0.9 0.6 0.3

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"
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ULKER

Notable earnings growth outlook

We transfer our coverage for Ulker while commencing a HOLD
recommendation and updating our TP to TL110/shr (previously:
UR) mainly on new macroand operational estimates. Ulker stands
out with its defensive operational structure and wide range of
product portfolio. After a strong 9M23 with robust volume
performance, we note the rise in unit prices, and especially its
deleveraging story. The stock also outperformed the BIST100
Index by a hefty 38%in 2023. For 2024, we expect some degree of
normalization in gross margin performance due to a relatively
lower inflationary/inventory gain impact and higher cost inflation.
Still, along with our lower FX loss forecast, we expect net income
to grow by 76%y/y. Based on our estimates, the stock trades at a
6.6x P/E and 4.1x EV/EBITDA, which may sustain investor interest
throughout 2024. Also, given its short FX position of USD255mn
and EUR248mn (c.TL16bn in total), any strengthening of the TL in
2024 may be a value driver for the company.

m Defensive operations safeguard against macro conditions.
Historically, demand for the company's confectionary product
portfolio consumed primarily through the off-trade channel has been
less affected by macro challenges. Even though we foresee a
normalization in EBITDA margin in 2024, we still calculate a
satisfactory 43% y/y EBITDA growth in 2024, considering last years
high base.

m Strong bottom line growth likely. Ulker has long suffered FX
losses due to its leveraged balance sheet with a short FX position.
Backed by improving operational performance, its net debt/EBITDA
(company defined) had declined from c¢.2.3x levels in 2022YE to
c.1.9x by the end of 9M23. The company had hedged c.70% of its
still high FX position, providing a cushion against TL depreciation.

m Risks: i) Lower wlumes and margins, ii) Geopolitical risk, iii)
Devaluation of the TL, iv) any non-transparent acquisitions.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Rewvenue 28,197 125% 45,923 63% 70,451 53% 90,105 28%
EBITDA 5,467 135% 9,733 78% 13,950 43% 17,223 23%
Net Income -353 n.m. 2,544 n.m. 4,477 76% 5,779 29%
P/E (x) - 7.4 6.6 5.1
EV/EBITDA (x) 4.2 4.1 4.1 35
EV/Sales (x) 0.8 0.9 0.8 0.7
EPS (TL) -1.0 7.4 13.1 16.9
Div. Yield (*) 0.0% 0.0% 0.0% 0.0%
FCF Yield -2.0% -63.0% -49.2% -54.4%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Rating

Target Price

Upside (Downside)

Share Data
Ticker

Close Price

Current MCap. (TL/US$ mn)
Number of Shares (mn)

Free Float

3m Awg. Daily Turnover (TL/US$ mn)

Transfer of Coverage
Turkiye / Food & Beverages

Jan 16, 2024

HOLD

TL110.00
38%

ULKER.TI / ULKER.IS
TL79.90

29,505/ 983
369.275855

39%

657.81/23.04

Trading Range (High / Low) (TL)

1-month 83.90/ 72.80
1-year 97.75/ 27.18
Ytd 83.90/ 79.00
Performance (TL) Absolute Relative
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Kutluhan Murat Bulut
murat.bulut@ykyatirim.com.tr
+90212 3198366
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Fnancial Summary (TLmn) 2021 2022 2023E 2024E 2025E
Income Statement

Total Revenues 12,537 28,197 45,923 70,451 90,105
Gross Profit 3,612 8,409 14,487 21,213 26,192
Opex -1,514 -3,290 -5,255 -8,000 -10,007
EBITDA (*) 2,328 5,467 9,733 13,950 17,223
Depreciation 230 349 502 737 1,038
Operating Income 2,098 5,118 9,231 13,212 16,185
Financial Income/Expense -8,466 -8,051 -11,949 -10,478 -12,050
Net Other Income/Expense 6297 3014 6062 4157 5316
Profit (Loss) from Subsidiaries 0 0 0 0 0
Pre-Tax Income -71 82 3,344 6,891 9,452
Tax -92 118 100 -1,034 -1,890
Minority Interest/Other 302 553 900 1,381 1,782
Net Income -464 -353 2,544 4,477 5,779
Balance Sheet

Cash and Liquid Assets 9,420 9,465 9,887 14,612 22,012
Inventories 3,218 4,996 7,579 11,871 15,409
Accounts Receivable 1,035 7,388 12,204 18,723 23,946
Other Current Assets 5,092 3,324 4,413 5,737 6,732
Total Current Assets 18,765 25,174 34,083 50,943 68,099
Fixed Assets (**) 4,292 7,712 9,675 11,240 11,259
Financial and Equity Investments 1,878 2,687 4,268 5,789 7,057
Other Non-Current Assets (**) 1,959 2,285 4,101 5,128 5,854
Total Non-Current Assets 7,479 12,685 18,044 22,157 24,170
Total Assets 26,244 37,859 52,127 73,100 92,269
Short-Term Debt 2,863 11,401 5,500 8,438 10,792
Accounts Payable 2,270 4,161 6,459 10,117 13,133
Other Current Liabilities 1,001 1,325 2,457 3,770 4,821
Total Current Liabilities 6,134 16,887 14,417 22,325 28,746
Long-Term Debt 15,314 12,349 24,000 31,680 38,650
Other Non-Current Liabilities 482 940 1,244 1,244 1,244
Total Non-Current Liabilities 15,796 13,289 25,244 32,924 39,894
Minority Interest 1,327 1,997 1,700 2,608 2,608
Total Shareholders' Equity 4,314 7,682 12,466 17,851 23,630
Total Liabilities and Equity 26,244 37,859 52,127 73,100 92,269
Cash Flow Statement

Operating Cash Flow 3,854 -8,471 -1,270 -615 1,128
Investing Cash Flow -276 -677 -9,919 -12,846 -15,825
Financing Cash Flow 7,791 6,032 6,054 10,618 9,323
Dividends Paid =277 0 0 0 0
Free Cash Flow -607 -138 -11,798 -14,504 -16,060
Net Debt 8,757 14,285 19,613 25,506 27,429
Key Ratios

Gross Margin 28.8% 29.8% 31.5% 30.1% 29.1%
EBITDA Margin 18.6% 19.4% 21.2% 19.8% 19.1%
Net Income Margin n.m. n.m. 5.5% 6.4% 6.4%
ROE -8.3% -5.9% 25.3% 29.5% 27.9%
Sales Growth 29% 125% 63% 53% 28%
EBITDA Growth 21% 135% 78% 43% 23%
Earnings Growth n.m. n.m. n.m. 76% 29%
Net Debt-to-Equity (x) 2.0 1.9 1.6 14 1.2
Net Debt-to-EBITDA (X) 3.8 2.6 2.0 1.8 1.6

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)

"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"

Jan 16, 2024 — Ulker

Company Description

The company is a leading confectionary
name in Turkey. It also gained sizeable
confectionary operations in Saudi Arabia,
Egy pt, UAE and Kazakhstan after the plant
acquisitions from the parent Yildiz Holding
throughout 2015-17. It has 13 production
facilities (9 in Turkey, 2 in Saudi Arabia and

1 in Egypt and Kazakhstan) with a tota
capacity of 1,5mn tons.

Ownership Structure

Free Float;
41,5%

Pladis
Foods;
51,0%

Ulker Family;
7,5%
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Regressiontothe mean

Normalizing post-pandemic demand. Post-pandemic oil demand has been recovering from its low base. Global oil
demand is on track to reach 101.8mb/d in 2023 from the pandemic-led 91.2 mb/d in 2020. Accommodative monetary
policies, a recovering supply chain environment, revenge spending, China’s re-opening, and lower inventories
supportedthe ¢c.10mb/d demand recovery in 2021-23. Howeer, renewable energy investments are about to curb fossil
fuel use for good. Demand appreciation is set to continue at a slower pace in 2024, at approximately 1.1mb/d,
according to the IEA.

Economic slowdown concerns prompt OPEC+ to cut production. The Saudi Arabia and Russia-led OPEC+
production cut of 2.2mb/d has yet to support the fragile demand outlook due to ongoing macroeconomic headwinds.
Howewer, non-OPEC+ countries, especially the United States, Brazil, and Iran continue to deliver record-breaking flow
into the oil market. Sanctions-free Venezuelan supply is not expected to register an immediate impact on the global oil
market due to years of underinvestment. According to the IEA, supply growth in 2024 will be at around 1.2mb/d. As a
result, in 2024, the global oil marketis expected to be slightly oversupplied.

Price breakeven matters more than ever for Russia. The fiscal breakeven where the sovereign budget balance of
a country at par for Russia was USD40/bbl for the last two decades before the invasion. Due to the recent sanctions
against the Russian oil and gas market, the respective breakeven point is now north of USD100/bbl. Considering the
breakeven of USD80/bbl for Saudi Arabia, crude oil prices should be supported via production cuts by Saudi Arabia
and Russia, de-facto leaders of the OPEC+. We beliewe this factis largely overlooked by the market.

Exhibit 1: Brent Differentials (USD/bbl)
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Turkiye still procures Ural crude oil. Since Turkiye is not a member of G7, Russian crude oil Ural procurement
is still available without the obstacle of sanctions. In 9M23, Turkish refineries imported 22.9mn tons of crude oll,
with ¢.27% being Ural crude from Russia. In terms of price and logistics, Ural crude oil availability gives a
competitive advantage to Turkish refineries.

Differentials will be the X factor. Since crack demand is weakening for all distillates, the main variable for
maintaining and/or expanding the refining margin will be light-heawy differentials. Turkiye should register the benefit
of Ural and Basrah supply in gross refining margins compared to Med refineries.

Crack margins reveal imminent regression to the mean. Mid distillate cracks have started to reflect post-
pandemic and Russia-Ukraine normalization. Due to recession-led declining economic activity, diesel crack
margins have been tilting towards the five-year average of USD15-20/bbl from the all-time-high USD57/bblin 2022.
Thanks to solid tourism and domestic consumption, jet fuel crack margin has been gradually reverting to the mean
from the all-time-high USD47/bbl to the five-year average of USD10-15/bbl. Delayed refinery investments in mid
distillate crack during the pandemic and the diesel production shift from Russia led Med region mid distillate crack
margins to skyrocket in 2022. Since Russia’s impact on gasoline crack is relatively limited, its margin normalization
trend started prior to that of mid distillates.

Exhibit 2: Mid Distillate Crack Margins (USD/bbl)
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[ Exhibit 3: Light Distillate Crack Margins (USD/bbl)
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Terrorist attacks on the Red Sea. Around 8.2mb/d of liquid oil derivative products (crude and cracks) were
transported via the Red Sea, according to Vortexa. Oil shipments via southbound (the Bab el-Mandeb) and
northbound (the Suez Canal) account for around 12% of total seaborne-traded oil. Rerouting to the Cape of
Good Hope should add 15-20 days to voyage duration from the Middle East Gulf to Mediterranean and Northem
Europe from the regular 17-23 days. For the gas market, LNG and LPG trade through the Red Sea is relatively
limited.

European gas storage almost at capacity. The natural gas inventories of the EU and UK amount to around
90bcm as of December 2023, which indicates ¢.87% use of European underground storage capacity. Prior to
the war, EU demand was around 400bcm annually. Together with the woluntary demand cut, alternative LNG
and fuel supply and rapid renewables investments, absent Russian gas of 160bcm p.a. has been partially
cowered. In 2024, we assume high storage, operational renewable energy stations, and most importantly, mild
weather keeping natural gas prices steady in Europe.

Exhibit 4: European Gas Storage, %
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Source: GIE, YKY Research

Natural gas prices see flattish fluctuation. Skyrocketing European benchmark Dutch TTF prices have been
easing from the peak of EUR320/MWh to current EUR35/MWh lewvels. Thanks to high storage, LNG
procurement, and renewable energy generation (incl. nuclear), natural gas prices have rebalanced above the
pre-war 5-yr average of EUR20/MWh. Elevated tension on the Red Sea has led to no immediate natural gas
price hike since the region’s share of seaborne gas trade is relatively limited.

Global LPG market likely to be in balance. Mild weather-led subdued heating demand and economic
recession fears should pressure the recent short-lived price stimulation. The European LPG balance appears
stable thanks to the availability of relief supply on the continent. All things being equal, supply could outpace
demand in general due to steady European demand through local supply and US imports. China’s latest
petrochemical industry resurrection via capacity increase may be supportive of prices, albeit to a limited extent.
Since hiked Chinese LPG demand is covered by Russia, European benchmark prices are expected to be muted.
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Tiirkiye’s LPG market remains unchanged. The Turkish LPG market maintains its 4.0mn ton annual demand
level. The lion’s share of the market goes to autogas at 3.1mn tons. This is due to consistently shrinking
household cylinder gas demand arising from rising pipeline natural gas penetration. The LPG market is cyclical
since mobility-led autogas demand tends to rise during the summer.

Exhibit 5: Turkish LPG Market (mntons) Exhibit 6: Turkish Car Park (mn cars)
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LPG-Gasoline differential matters. The LPG price advantage over gasoline attracts the demand for autogas
during deepened differential periods. Onaverage, LPG s priced ¢.30-40% cheaper than gasoline. Consequently,
the cheaper the LPG price relative to gasoline, the higher the autogas demand. In Turkiye, there are around
5.0mn LPG-run vehicles making for an approximately 35% share of the total car park. Howeer, the increased
EV and hybrid vehicle manufacturing trend is about to curb fuel oil demand, including LPG.

Exhibit 7: Gasoline — LPG Spread (USD/bbl)
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Source: Aygaz, Bloomberg, YKY Research
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AYGAZ

. s . Ratin HOLD
Diversified portfolio L.

Target Price TL170.00

We resume our coverage for Aygaz due to the change in analyst. Upside (Downside) 26%

Our recommendationis ‘HOLD’ and we set a 12M target share price
of TL170/shr. As a result of solid JV contribution (87% PBT as of  Share Data

9M23 vs 60% of 10-yr historical average), Aygaz benefits from  Ticker AYGAZTI | AYGAZIS
attractive investment portfolio under equity pickup. We appreciate  Close Price TL135.00
such a contribution (incl. ~8% dividend yield, on 10-yr avg. from  Curent MCap. (TL/USS mn) RN

Number of Shares (mn) 219.800767

Tupras) during muted LPG demand environment in Tiirkiye. Thanks Frce Foat o5
to operational diversification efforts from the managementdueto Avg. Daily Tumover (TL/USS mn) ey
saturated Turkish LPG market (-2% cylinder and autogas sales

volume CAGR in 2018-22), we believe Aygaz will lessen its Trading Range (High / Low) (TL)

dependence on Turkish LPGsales (c.25% market share). T-month 138.70 7 121.00
We welcome the United Aygaz (the subsidiary in Bangladesh) and xear 1;237'(53’3'22
Sendeo prospects in following years, even though we do not ' '
incorporate into our estimates. In couple of years, Aygaz expects  performance (TL)  Absolute Sl
€.250k tons of cylinder sales volume in Bangladesh (vs 55-60k tons 1 month | 8% \ 4%
expectation for 2023) which impliesrobust c.75% CAGR between.  3month [I[ -14% ['[ -11%
The stock is trading at 16.5x EV/EBITDA based on our 2024 i ey 77% 7%
estimates and implies 13%discount to its 5-yr historical average. vid 0% 6%
= Tupras’ contribution. Aygaz benefits from a juicy c.8% dividend 180 1 200
yield from Tupras via EYAS. Weforesee a65% dividend payoutratio ., | { 180
for Tupras in 2024 with our 2023 net income estimate of TL46bn. \J\* 160
Thus, we expect c.TL3bn dividend contribution from EYASin 2024. 120 | . | 140
= Bangladesh prospect. United Aygaz sales volume is expected to 0T { 120
reach Aygaz Turkiye cylinder sales of 250-300k ton/year within a few 60 r 1 100
years as the management expects. Considering 2023 sales wlume 30 | |
expectations of 55-60k tons from United Aygaz, the aforementioned —r ! { & !
wlume confirms robust growth potential in Bangladesh. To remain 0 S o = = o 8 8§ @ 9 o o0
on the consenative side we do not incorporate the respective grownth 5om o2 o3 o2 ¢ o® oz o
for now into our estimates. _
= Price (LHS) Rel. Perf. (RHS)
" Risks. i) weak EYAS contribution, i) contacted LPG-gasoline & ;.15 2004
spread, iii) further capital injection for Bangladesh and Sendeo. Relatives are against the BIST-100 Total Return Index
Consolidated Financials and Multiples
(TLmn) 2022 A 2023E A 2024E A 2025E A Mehmet Bodur
Revenue 37,507 136% 50741 35% 71129 40% 89,454  26% mehmet.bodur@vkyatirim.com.tr
EBITDA 537 -24% 1,506 180% 1,739 15% 2,203 27% +902123198367
Net Income 4,733 n.m. 5,320 12% 5,734 8% 7,159 25%
PIE () 24 42 5.2 41 Goérkem Goker
EV/EBITDA (x) 24.3 13.6 16.5 133 gorkem.goker@ykyatirim.com.tr
EV/Sales (x) 0.3 0.4 0.4 0.3 +902123197949
EPS (TL) 21.5 24.2 26.1 32.6
Div. Yield (*) 1.3% 1.0% 4.3% 4.7%
FCF Yield -2.9% 34.1% 24.5% 28.2%
(*) yields are based on payment dates 115
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Fnancial Summary (TLmn) 2021 2022 2023E 2024E 2025E
Income Statement

Total Revenues 15,893 37,507 50,741 71,129 89,454
Gross Profit 1,438 2,223 4,313 5,335 6,262
Opex 916 1,931 3,254 4,253 4,904
EBITDA (*) 705 537 1,506 1,739 2,203
Depreciation 183 245 507 711 895
Operating Income 522 292 999 1,027 1,308
Financial Income/Expense -163 -384 -761 -1,067 -1,342
Net Other Income/Expense -66 148 61 55 49
Profit (Loss) from Subsidiaries 423 4491 6377 7371 9207
Pre-Tax Income 697 4,498 6,676 7,386 9,223
Tax -70 66 -1,535 -1,847 -2,306
Minority Interest/Other -43 -169 -180 -194 -242
Net Income 670 4,733 5,320 5,734 7,159
Balance Sheet

Cash and Liquid Assets 1,693 1,827 6,029 7,060 10,766
Inventories 1,433 2,336 2,290 2,704 3,419
Accounts Receivable 1,065 2,459 2,502 3,215 3,676
Other Current Assets 446 827 993 1,191 1,429
Total Current Assets 4,638 7,448 11,814 14,170 19,290
Fixed Assets (**) 804 1,061 1,076 1,095 1,117
Financial and Equity Investments 2,623 7,873 11,964 18,945 26,561
Other Non-Current Assets (**) 268 266 233 244 264
Total Non-Current Assets 3,696 9,200 13,274 20,284 27,942
Total Assets 8,333 16,648 25,088 34,454 47,232
Short-Term Debt 1,067 2,789 3,043 4,110 6,346
Accounts Payable 2,122 4,010 6,360 9,013 11,396
Other Current Liabilities 680 767 1,122 1,347 1,616
Total Current Liabilities 3,869 7,566 10,525 14,469 19,358
Long-Term Debt 1,486 810 1,064 2,131 4,367
Other Non-Current Liabilities 259 418 501 601 721
Total Non-Current Liabilities 1,745 1,227 1,565 2,732 5,088
Minority Interest 21 127 -53 -247 -489
Total Shareholders' Equity 2,719 7,855 12,998 17,253 22,786
Total Liabilities and Equity 8,333 16,648 25,088 34,454 47,232
Cash Flow Statement

Operating Cash Flow 379 -58 8,180 7,971 9,261
Investing Cash Flow -158 -262 -507 -711 -895
Financing Cash Flow 652 247 291 849 3,088
Dividends Paid -150 -150 -220 -1,285 -1,385
Free Cash Flow 221 -320 7,673 7,259 8,367
Net Debt 859 1,736 -1,880 -768 9
Key Ratios

Gross Margin 9.0% 5.9% 8.5% 7.5% 7.0%
EBITDA Margin 4.4% 1.4% 3.0% 2.4% 2.5%
Net Income Margin 4.2% 12.6% 10.5% 8.1% 8.0%
ROE 26.6% 89.5% 51.0% 37.9% 35.8%
Sales Growth 57% 136% 35% 40% 26%
EBITDA Growth 69% -24% 180% 15% 27%
Earnings Growth n.m. n.m. 12% 8% 25%
Net Debt-to-Equity (X) 0.3 0.2 n.m. n.m. 0.0
Net Debt-to-EBITDA (X) 1.2 3.2 n.m. n.m. 0.0

Source: Company Financials, YKY Research

(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"

Jan 16, 2024 — Aygaz

Company Description

Founded in 1961, Aygazis an integrated
LPG company that carries out processes
involving the supply, storage, filling,
production and sale of LPG devices. Aygaz
currently holds c.25% market share in
Turkish cylinder and autogas LPG market.
Considering contracting cylinder sales
volume due to increasing natural gas
pipeline penetration, the demand has been
shifting towards autogas. However, overal
market annual sales volume of c.4mn tons
remains unchanged. We foresee c.2.3

2.5mn tons of saes from Aygaz in Tlrkiye,
annually .

We used the Discounted Cash Flow method
for Ay gaz. We assume XX% NOPAT CAGR
between 2024-2033 in TL terms with a FCF
yield of 4%, annually on average. Our TL

WACC is 21%.

Ownership Structure
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TUPRAS
Fueled by cash

We resume our coverage for Tupras due to change in responsible
analyst. Our recommendation ‘HOLD’ and we set a 12M target share
price of TL195/shr. Thanks to all-time high net income in 2022 with
c.USD3bn (vs pre-pandemic average of ¢.USD700mn) and
continued strength in 2023 (c.USD2n in 9M23), Tupras now sits on
a TL83bn cash position. Considering TL36bn in TL and TL34bn in
USD time deposits, we welcome the resilience stance of Tupras. As
of 3Q23, Net Debt/EBITDA is at -0.7x and implies solid recovery
from 2.1x of pre-pandemic average. Additionally, we appreciate the
healthy cash conversion cycle with NWC/Sales of -1%as of 9M23.

In our opinion, the normalization in crack margins is about end (mid
distillate crack margins are trading at ¢.50% below their 2022 all-
time highs) and we foresee flattish crack margins in 2024. The stock
is trading at 2.8x EV/EBITDA and 4.9x P/E based on our 2024
estimates and implies 50% and 26% discount, respectively to its 5-
yr historical averages.

® Spectacular cash position. We welcome Tupras’ strong cash
position at current high interest rate environment. We expect net
financial income of TL3.9bn in 2024 which would support the bottom
line. The estimated financial contribution

* Normalized crack margins. Due to recovered post-war supply,
crack margins have started to tilt towards 5-yr averages. Together
with a narrower light-heavy differential in 2024, we expect net
refining margin contraction to the USD10/bbl level vs 9M23’s
USD13/bbl. Yet, our estimate still implies ¢.48% premium over pre-
pandemic 5-yr averages.

* Elephant in the room. We assume downside protected oil prices
in 2024 due to fiscal budget breakeven for Saudi Arabia and Russia
of c.USD80-100/bbl. We believe, de-facto leaders of the OPEC+
will continue to support oil prices.

* Risks. i) lower crack margins, ii) energy costs, iii) TL appreciation.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A

24%
22%
27%

35%
12%
21%

Revenue 481,765 216% 574,239 19%
EBITDA 55,477 314% 75,242 36%
Net Income 41,045 45,460 11%

774,519
84,212
55,033

958,512
102,767

n.m. 69,707

4.9
2.8
0.3

3.9
2.2
0.2

P/E (x) 1.9 45
EV/EBITDA (x) 1.1 21
EV/Sales (x) 0.1 0.3

253.2
13.4%
18.9%

199.9
11.1%
10.8%

EPS (TL) 149.1 165.2
Div. Yield (*) 0.0% 11.7%
FCF Yield 57.1% 29.5%

(*) yields are based on payment dates
Source: Company Financials, YKY Research
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Mehmet Bodur
mehmet.bodur@ykyatirim.com.tr

+90 212 319 83 67

Gorkem Goker
gorkem.goker@ykyatirim.com.tr
+90 212 319 79 49
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Jan 16, 2024 — Tupras

It is Europe’s 7" largest refining company

Fnancial Summary (TLmn) 2021 2022 2023E 2024E 2025E

Income Statement Company Description

Total Revenues 152,492 481,765 574,239 774,519 958,512

Gross Profit 15,860 62,777 88,177 100,233 120,988  Refining operations of Tupras, which has

Opex 3318 8235 14.084 18345 21096 started F)Z:'\Ck in 1955 by proce§sing dqmestic

! ! ! ! ! crude oil in Batman, has continued with four

EBITDA (*) 13,396 55,477 75,242 84,212 102,767 refineries (izmir, izmit, Kirikkale, Batman)

Depreciation 854 935 1,148 2,324 2,876 since 1983. It has an annual crude oil

Operating Income 12,542 54,542 74,003 81,888 99,892 processing capacity of 30 million tons.

Financial Income/Expense 881 -6,096 -5,742 3,873 4,793

Net Other Income/Expense -11766 -8935 -10276 -13358 -6036 and Tiirkiye's largest industrial company on

Profit (Loss) from Subsidiaries 593 312 1560 1716 347 the basis of turnover recorded.

Pre-Tax Income 2,358 39,876 59,635 74,119 93,882

Tax 1.255 1.385 13716 -18,530 -23.470 Tupras recgrded a net refining margin of
USD13/bbl in 9M23 compared to USD15/bbl

Minority Interest/Other 118 216 459 556 704 in 9M22. Meanwhile, Med-Complex gross

Net Income 3,495 41,045 45,460 55,033 69,707 refining margin was USD29/bbl in 9M23

Balance Sheet compared to USD28/bbl in 9M22. The
management re-iterates the net refining

Cash and Liquid Assets 21,176 47,635 88,277 86,580 96,653 margin guidance of US$11-12/bbl in 2023.

Inventories 23,758 36,046 53,267 73,894 103,256

Accounts Receivable 13,797 21,418 40,905 53,049 60,399 We used the Discounted Cash Flow for

Other Current Assets 7,785 14,612 17,824 21,389 24615  lupras. We assume 12% NOPAT CAGR in
TL terms with a FCF yield of 6%, annually on

Total Current Assets 66,515 119,711 200,273 234,913 284,924 average. Our TL WACC is 18%.

Fixed Assets (**) 28,878 33,460 42,472 63,518 89,558

Financial and Equity Investments 2,156 3,029 3,732 4,292 4,935

Other Non-Current Assets (**) 8,707 12,692 10,041 8,138 7,419

Total Non-Current Assets 39,742 49,182 56,245 75,948 101,912

Total Assets 106,257 168,892 256,519 310,861 386,836

Short-Term Debt 11,628 11,994 13,499 16,323 19,699

Accounts Payable 43,837 52,699 103,871 120,078 149,148

Other Current Liabilities 9,363 14,202 20,515 24,618 28,311

Total Current Liabilities 64,829 78,895 137,885 161,020 197,158

Long-Term Debt 21,565 21,274 26,274 31,274 36,274

Other Non-Current Liabilities 782 1,537 2,331 2,797 3,356

Total Non-Current Liabilities 22,347 22,811 28,605 34,071 39,631

Minority Interest 272 442 902 1,458 2,162

Total Shareholders' Equity 19,081 67,186 90,028 115,770 150,048 Ownership Structure

Total Liabilities and Equity 106,257 168,892 256,519 310,861 386,836

Cash Flow Statement

Operating Cash Flow -1,032 46,260 70,164 51,799 78,882

Investing Cash Flow -1,123 -2,507 -9,595 -22,685 -28,058

Financing Cash Flow -11,036 -20,046 -18,499 -22,024 27,757 ——

Dividends Paid 0 0 -27,000 -29,848 -36,133 a7%

Free Cash Flow -2,155 43,752 60,570 29,114 50,823

Net Debt 12,017 -16,501 -48,213 -38,635 -40,263

Key Ratios

Gross Margin 10.4% 13.0% 15.4% 12.9% 12.6%

EBITDA Margin 8.8% 11.5% 13.1% 10.9% 10.7%

Net Income Margin 2.3% 8.5% 7.9% 7.1% 7.3%

ROE 21.8% 95.2% 57.8% 53.5% 52.4%

Sales Growth 141% 216% 19% 35% 24%

EBITDA Growth n.m. 314% 36% 12% 22%

Earnings Growth n.m. n.m. 11% 21% 27%

Net Debt-to-Equity () 0.6 n.m. n.m. n.m. n.m.

Net Debt-to-EBITDA (X) 0.9 n.m. n.m. n.m. n.m.

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)

"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"
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A potential cyclical trend recovery may offset oversupply concerns

Chinese oversupply outweighs. China completed +20 petrochemicals projects in 2023 and increased its global
capacity share to 25%. Therefore, the Chinese petrochemicals supply-demand balance matters the most. Since the
post-Covid-19 pandemic re-opening policy of November 2022, China has been trying to resurrect demand through
financial stimulus and continued supply. Polyester production in the country has scaled historical highs with +70%
utilization rates. However, due to headwinds in the domestic real estate industry and weak durable goods dynamics,
Chinese demand cannot catch up to supply. India’s capacity increase has also pressured global prices due to the
supply-demand imbalance. Accordingly, ethylene margins are expected to be muted in 2024 and even in 2025 if the
current weak ex-China outlook continues. Moody’s Investor Services projects subdued petrochemicals demand in
2024 in light of upcoming Chinese capacity increases.

A cyclical trend recovery is expected. Despite a stabilizing demand outlook, fears of a global recession and an
increased cost of financing environment curb the recovery prospects of petrochemicals for 2024. As with industrial
commodity products, petrochemicals do tend to follow a cycle. Historically, every trend is followed by a reverse trend
for 12-18 months. According to Dow Chemical Company, the ongoing downtrend began in mid-2022. Long-awaited
market correction has yet to materialize, but the prices of monoethylene glycol (MEG), the proxy for demand, have
started to show signs of life. During 2023, the European MEG spread over naphtha CIF MED has been negative.
According to S&P Global Commaodity Insights, global polymer demand is forecast to rebound.

Renewable energy theme may help boost demand. Energy diversification policies in the aftermath of the Russia-
Ukraine conflict, and global demand for wind and solar energy sources have peaked. Together with rising interest in
storage via lithium battery manufacturing and EV adoption, petrochemicals demand may be backed by these energy
related sectors other than construction and heavy industry traditionally. As a reminder, the building and construction
segment dominates petrochemicals demand with a 32% market share.

Import dependency challenges Tirkiye. Approximately 70% of Turkish petrochemicals raw materials are imported
and the remaining 30% is supplied by domestic production. Following the imposing of sanctions against Russia,
polymer exports to Europe became re-routed to Turkiye. Considering also the oversupply situation in China, Turkish
product margins are almost solely dependent on imported global prices, especially from Russia and China. High
naphtha costs with discounted imported product prices, domestic producers do bear lower margins.

Construction demand. Since the devastating February 2023 Kahramanmaras earthquake, renovation and
reinforcement demand has peaked. In parallel, construction related petrochemicals demand, especially for ethylene-
based products, should be supported by the aforementioned factor. Turkiye’s petrochemicals demand was at around
+2mn tons per quarter even in the most challenging periods of 2023. We foresee sustained domestic demand in
volume terms, but margin pressure seems set to persist for some time.

Still watching the Red Sea. Terrorist attacks on the Red Sea continue to pressure seaborne commodity logistics
from Asia and the Gulf destined for Europe. Due to the longer alternate route via the Cape of Good Hope, logistic
costs are expected to double. Cost hikes without sufficient demand would result in undemanding product pricing.
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PETKIM
Feeling likea STAR

We resume our coverage for Petkim due to change in analyst. Our
recommendation is ‘HOLD’ and we set a 12M target share price of
TL25/shr. We welcome the recent developments via STAR Refinery.
As of late 2023, Petkim revised the offtake agreementwith the STAR
with respect to naphtha procurement which constitutes ¢.50% of
COGS. Petkim now free to procure its total naphtha needing
whether from the STAR or spot market. Thus, we expect upside
potentialon grossmargin for Petkim starting from 2024. Yet, we still
not fully incorporated into our estimates (w/ limited margin
expansion of 170bps in 2024 yly). Additionally, Petkim became
indirect shareholder of the STAR with 12% as of 4Q23. Thus, we
estimate USD100mn contribution on PBT via equity pickup.

The stock is trading at 11.9x EV/EBITDA and 6.5x P/E based on our
2024 estimates and implies 51%and 30% discount, respectively to
its 5-yr historical average. We believe the ongoing weaknesses in

petrochemicals sector are already priced in considering the last 1-
yr underperformance of 30%relative to the benchmark index.

® Revised offtake agreement. In October 2023, Petkim and STAR
revised the naphtha offtake agreement which obligation on Petkim’s
procurement from STAR at a certain volume and price. With the
revised agreement, Petkim is able to procure naphtha from spot
market and/or STAR at the same time. Thus, from now on, Petkim
may benefit from advantageous international naphtha prices vs
STAR. We foresee a blended USD585/ton naphtha cost for Petkim
in 2024, on average (vs USD625/ton MED average in 2023).

= Share purchasing. Our annual USD100mn contribution from the
STAR which corresponds 36% of our 2024 PBT and should support
Petkim’s bottom-line at an incremental rate going forward.

® Risks. i) muted petrochemicals outlook, ii) weak STAR contribution,
iii) TL appreciation.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E
Rewvenue 48,898 70% 46,445 -5% 73,444 58% 94,803 29%
EBITDA 3,390 -44% 2,369 -30% 7,205 204% 11,165 55%
Net Income 6,580 21% 3,595 -45% 7,965 122% 11,432 44%
P/E (x) 4.4 12.3 6.5 45
EV/EBITDA (x) 12.7 30.3 11.9 8.0
EV/Sales (x) 0.9 1.5 1.2 0.9
EPS (TL) 2.6 1.4 31 4.5
Div. Yield (*) 0.0% 0.0% 0.0% 0.0%
FCF Yield 0.5% 0.2% 21.2% 35.0%

(*) yields are based on payment dates
Source: Company Financials, YKY Research
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Fnancial Summary (TLmn) 2021 2022 2023E 2024E 2025E
Income Statement

Total Revenues 28,716 48,898 46,445 73,444 94,803
Gross Profit 6,417 4,119 3,748 9,401 13,727
Opex 867 1,635 2,396 3,529 4,283
EBITDA (*) 6,090 3,390 2,369 7,205 11,165
Depreciation 540 906 1,017 1,333 1,720
Operating Income 5,550 2,484 1,352 5,872 9,444
Financial Income/Expense -658 -2,098 -5,205 -3,583 -4,921
Net Other Income/Expense 1761 4292 7915 5069 6457
Profit (Loss) from Subsidiaries 0 0 481 2771 3550
Pre-Tax Income 6,652 4,678 4,544 10,129 14,530
Tax -1,136 1,867 -909 -2,026 -2,906
Minority Interest/Other 65 -35 39 139 192
Net Income 5,452 6,580 3,595 7,965 11,432
Balance Sheet

Cash and Liquid Assets 3,665 13,252 6,177 7,114 9,161
Inventories 3,540 4,383 5,124 5,764 6,486
Accounts Receivable 5,107 4,735 8,128 12,853 15,168
Other Current Assets 7,312 12,035 16,284 18,389 18,989
Total Current Assets 19,623 34,405 35,713 44,120 49,805
Fixed Assets (**) 7,395 12,036 17,067 28,667 43,512
Financial and Equity Investments 9 9 9 9 9
Other Non-Current Assets (**) 3,401 8,213 11,624 14,701 18,973
Total Non-Current Assets 10,805 20,258 28,700 43,377 62,494
Total Assets 30,428 54,663 64,412 87,497 112,298
Short-Term Debt 2,877 25,727 20,264 21,991 21,926
Accounts Payable 3,836 4,407 6,404 9,606 12,161
Other Current Liabilities 943 1,064 781 1,171 1,485
Total Current Liabilities 7,655 31,198 27,449 32,769 35,572
Long-Term Debt 9,224 2,997 13,382 19,487 25,319
Other Non-Current Liabilities 830 1,409 1,167 1,167 1,167
Total Non-Current Liabilities 10,054 4,406 14,550 20,654 26,486
Minority Interest -3 35 -3 -3 -3
Total Shareholders' Equity 12,719 19,059 22,413 34,074 50,239
Total Liabilities and Equity 30,428 54,663 64,412 87,497 112,298
Cash Flow Statement

Operating Cash Flow 3,553 5,236 1,946 13,034 20,630
Investing Cash Flow -1,142 -5,099 -1,867 -2,098 -2,553
Financing Cash Flow -3,486 10,143 7,715 6,632 4,568
Dividends Paid 0 0 0 0 0
Free Cash Flow 2,411 137 80 10,936 18,077
Net Debt 8,387 14,295 27,469 34,364 38,085
Key Ratios

Gross Margin 22.3% 8.4% 8.1% 12.8% 14.5%
EBITDA Margin 21.2% 6.9% 5.1% 9.8% 11.8%
Net Income Margin 19.0% 13.5% 7.7% 10.8% 12.1%
ROE 53.8% 41.4% 17.3% 28.2% 27.1%
Sales Growth 137% 70% -5% 58% 29%
EBITDA Growth 236% -44% -30% 204% 55%
Earnings Growth 401% 21% -45% 122% 44%
Net Debt-to-Equity (X) 0.7 0.8 1.2 1.0 0.8
Net Debt-to-EBITDA (X) 1.4 4.2 11.6 4.8 3.4

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)

"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"

Jan 16, 2024 — Petkim

Company Description

Petkim, sole petrochemicals producer in
Tirkiye, is an indispensable raw materia
supplies. It has around 16% market sharein
the domestic market, while the remaining is
met through imports. As of 9M23, Petkim’s
sales breakdown is constituted of 64%

domestic and 36% export. European Union
holds approx. 80% of share in export portion.

The major risk for Petkim is contracted
ethylene-naphtha spread due to subdued
global petrochemicals demand. In 2023, the
global spread was USD187/ton, on average
vs USD497/ton of pre-pandemic average.
Thus, according to us, c.63% spread

contraction implies protected downside risk
and we believ e risks are already priced in.

We used the Discounted Cash Flow method
for Petkim. We assume 30% NOPAT CAGR
between 2024-2033 in TL terms with a FCF
yield of 9%, annually on average. Our TL

WACC is 19%.

Ownership Structure

Socar
Turkey
Petrokimya
AS.; 51.0%

Free Float;
49.0%
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Turkish Retail Sector

Inflationary tailwinds continueto supportthe outlook

2023 has been a very positive year for listed Turkish food retailers amid inflationary tailwinds, market share gains,
and robust store additions despite the earthquake of 1Q23. Although expense pressure has been visible during the
year primarily due to the minimum wage hikes of 55% in January and 34% in July, the companies has somewhat
largely offset the overruns despite strong price competition. All retailers under our coverage have posted above-
inflation top-line and EBITDA growth, and their share prices have widely surpassed the Benchmark Index (on awg.
60% outperformance in 2023).

For 2024, we believe that inflation will continue to be the key driver of the growth outlook - it will be hefty for the
year's first half. Regarding retail space expansion, the high course of interest rates and the expectation of a decline
in inflation may reduce the attractiveness of new store openings to some extent. Still, at the time being, we expect
companies to keep store openings at similarlevels compared to 2023 in line with theirlong-term strategies. Howewer,
as a result of the rapid pace of penetration by players over the past five years, there is the risk of a decline in the
number of stores to be opened beyond next years or else downward pressure on profitability from new store openings
as stores have been opened in most regions with the potential to attract higher-than-average traffic. Still, we do not
expect this to weigh heavily in 2024.

Graph 1: Net Sales Growth by years Graph 2: EBITDA growthbyyears
o S e
K s K ey
RO e RO
2y = o=
0% 20% 40% 60% 80% 100% 120% 0% 20% 40% 60% 80% 100%
2025E m2024E m2023E 2025E m2024E m2023E
Source: Bloomberg, YKY Research | Source: Bloomberg, YKY Research |

We agree that all national chains will experience difficulties onthe cost front in 2024. Heightened input costs, namely,
the recent minimum wage hike of 49% and the lagged impact of inflationary adjustmentsin rental costs, will pressure
operating margins in 2024, especially in 1H24. Accordingly, we foresee on awy. ¢.200bps contraction in EBITDA
margins in 1Q24 for now and a gradual margin recovery through the end of the year. Still we believe 2024 will be
more challenging in terms of protecting margins, and we calculate a c.30bps decline, implying avg. EBITDA growth
of 55%, which we find quite satisfactory. Also, a defensive cash management structure may continue to stand out.

In the apparel segment, we expect the internal inflation of the brands we follow (both listed and non-listed) to be
around 50%, which will largely mitigate opex pressure. However, deterioration in customer demand might lead to
higher price competition and result in gross margin shrinkage. In recent years, the prices of large items such as
houses and cars have increased significantly, reaching levels that the middle-young population, in particular, cannot
easily afford. This scenario may enable these consumer groups to spend more comfortably on smaller purchases
like apparel. Based on that, we are more positive regarding the domestic retail customer traffic of Mavi <MAVI Tk
and its e-commerce operations.
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BIMAS
On a good track

We transfer our coverage for BIM, retain our BUY recommendation,
and update our 12M target share price to TL510/shr. (previously:
UR) incorporating our new macro assumptions. Following a strong
set of results in 2023 (+66% to BIST100), we expect the stock’s
outperformanceto continueon thebackofthe inflationary tailwinds
for basket size growth, solid floor space growth, and the prospect
of aresilient FCFmargin in thisyear. Also, its defensive nature and
undemanding 2024e multiplesof 6.4x EV/EBITDA and 10.8x P/Emay
support the outlook during the year. For 2024, we anticipate a
somewhat similar performance, marked by above-inflation top-ine
growth, butwith weaker y/y marginsdue to the hefty minimum wage
hike of 49% and a less favorable pricing environment (e.g., higher
price discounts and campaigns than usual). We calculate 68%
revenue growth with an EBITDA margin of 7.4%in 2024 as the 2H24
financials promise to be stronger than the first half.

s Revenues at high end of guidance We estimate BIM will be
rounding off the yearwith 80% top-line growth and an EBITDA margin
of 7.6% in 2023, in line with the upward-revised guidance. Yet, we
calculate a ¢.200bps contraction in EBITDA margin in 1H24 due to
higher personnel expenses after the min. wage hike, combined with
lower traffic in January, along with diminishing customer purchasing
power. Howewer, we estimate the year-end margin gradually
improving with surfacing operational leverage benefits. Additionally,
we foresee ¢.8% y/y retail space growth in 2024.

m Higher visibility We believe BIM’s segmentation in the market, its
SKU type composed of ¢.65% private label products, and successiul
capital allocation provide a superior market position, especially during
gloomy conjunctures. We believe that the stock’s defensive nature
with its proven financial resilience (i.e., debt-free status and FCF
margin of 2%) might continue to keep investor interest alive in the
current environment.

Consolidated Financials and Multiples
(TLmn) 2022 A 2023E A
Revenue 147,716 265,825  80%
EBITDA 11,867 20,146 70%
8,157 11,342 39%
7.4 11.3
5.7 6.7
0.5 05
13.4 187
2.9% 2.2%
8.4% 7.2%

2025E A
602,143 35%
44,546 36%
26,254 40%
7.7
4.9
0.4
43.2
4.6%
9.8%

2024E A
446,500 68%
32,865 63%
18,771 66%
10.8
6.4
0.5
30.9
2.8%
7.1%

109%
80%
Net Income 178%
P/E (x)
EV/EBITDA (x)
EV/Sales (x)
EPS (TL)
Div. Yield (*)
FCF Yield

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Transfer of Coverage
Tlrkiye / Food Retail
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Share Data
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3m Awg. Daily Turnover (TL/US$ mn)

Trading Range (High / Low) (TL)

1-month

Jan 16, 2024

BUY

TL510.00
52%

BIMAS.TI / BIMAS.IS

TL335.00
203,412/ 6,777
607.2

60%

1,302.91/ 45.39

335.00/ 292.25

1-year 335.00 / 116.50
Ytd 335.00 / 292.25
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murat.bulut@ykyatirim.com.tr
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Jan 16, 2024 — Bimas

its margins and top-line momentum, despite

relative strengths, many of which still stems

Potential catalysts include; (i) better than
expected same store sales, (ii) slower gronth
of competitors, (iii) enhanced assortment
(e.g. frozen and ready -to-cook traditional

Potential risks include; (i) lower like for ke
sales, particularly lower customer traffic; (i)
adv erse macro developments that curbs
consumers’ shopping appetite and (iii)

Merkez
Bereket
Gida; 15,2%

Naspak Gida;
11,5%

Other; 2,5%

Financial Summary (TLmn) 2021 2022 2023E 2024E 2025E
Income Statement Company Description
Total Revenues 70,699 147,716 265,825 446,500 602,143
Gross Profit 13,460 26,774 50,773 82,156 110,192 BIM commenced its operations in 19% as
Turkey s first market chain implementing the
Opex -8,687 -17,499 -35,145 -55,032 72,891 hard-discount model, which is broadly simiar
EBITDA (¥) 6,576 11,867 20,146 32,865 44,546 to German Aldi, and currently the largest
Depreciation 1,803 2,593 4,519 5,741 7,245 retailer in Turkey in terms of revenues and
Operating Income 4,774 9,274 15,627 27,124 37,301 owns the second most extensive store
Financial Income/Expense -548 -1,115 -2,002 -2,861 -3,499 network. The company aiso has p!’esence n
’ ’ ’ ’ Morocco and Egy pt. BIM offers high quality
Net Other Income/Expense -316 640 1096 755 1194 food and basic consumer goods at the lowest
Profit (Loss) from Subsidiaries 0 0 0 0 0 possible price and limits its assortment to
Pre-Tax Income 3,910 8,799 14721 25,018 34,996 ~900 SKUs. The main strategy is to increase
Tax 959 640 3386 6255 8749 the sFake of private labels in tota} product
! ’ ' offering and pass on all possible cost
Minority Interest/Other 18 2 -6 -7 -7 reductions obtained by suppliers to
Net Income 2,932 8,157 11,342 18,771 26,254 customersto drivetraffic. Hence, profitabiity
Balance Sheet co_m_es from volume growth, rather than
pricing.
Cash and Liquid Assets 2,989 4,194 9,605 9,914 15,501
Inventories 6,693 14,632 26,018 43,812 59,179 We welcome Bim's resiliencein maintaining
Accounts Receivable 3,775 7,074 15,294 25,533 34,446 ! ' !
Other Current Assets 554 2,195 4,152 7,125 9,435 Zfairtlzl:)seggénsetc:?ee;z::?s%firgyrgiﬁ;i?\e:se.
Total Current Assets 14,011 28,095 55,069 86,384 118,561 We expect the company continue to
Fixed Assets (**) 7,951 22,592 28,879 37,651 48,176 outperform the overall market thanks to its
Financial and Equity Investments 978 2,093 3,557 5,593 7,147 L
from it first mover advantages.
Other Non-Current Assets (**) 7,472 11,905 19,858 31,272 39,868
Total Non-Current Assets 16,401 36,589 52,294 74,516 95,191 Potential catalysts and risks
Total Assets 30,412 64,684 107,363 160,901 213,752
Short-Term Debt 1,793 2,450 3,969 5,666 7,641
Accounts Payable 12,294 24,745 48,902 82,851 111,868
Other Current Liabilities 1,778 1,614 4,187 5,708 7,018
Total Current Liabilities 15,865 28,810 57,058 94,225 126,527 foods)
Long-Term Debt 6,349 9,460 15,200 17,538 20,427
Other Non-Current Liabilities 389 1,005 1,309 2,193 2,954
Total Non-Current Liabilities 6,738 10,465 16,509 19,730 23,381
Minority Interest 203 208 250 300 330
Total Shareholders' Equity 7,809 25,409 33,795 46,945 63,844 regulatory changes
Total Liabilities and Equity 30,412 64,684 107,363 160,901 213,752
Cash Flow Statement
Operating Cash Flow 5,830 12,730 21,028 28,974 37,237
Investing Cash Flow -45 -5,195 -8,646 -9,707 -10,612
Financing Cash Flow 1,920 4,384 7,562 4,919 5,626
Dividends Paid -3,643 -1,822 -3,036 -5,671 -9,385 .
Free Cash Flow 5,785 5,024 9,210 14,365 19,924 Ownership Structure
Net Debt 5,153 9,730 9,564 13,290 12,568
Key Ratios
Gross Margin 19.0% 18.1% 19.1% 18.4% 18.3%
EBITDA Margin 9.3% 8.0% 7.6% 7.4% 7.4%
Net Income Margin 4.1% 5.5% 4.3% 4.2% 4.4%
ROE 39.1% 49.1% 38.3% 46.5% 47.4%
Sales Growth 27% 109% 80% 68% 35% Free Foat
EBITDA Growth 30% 80% 70% 63% 36% o
Earnings Growth 12% 178% 39% 66% 40%
Net Debt-to-Equity (X) 0.7 04 0.3 0.3 0.2
Net Debt-to-EBITDA (x) 0.8 0.8 0.5 0.4 0.3

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"
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MAVI

No need to worry

We commence our rating for Mavi to BUY with a 12M target share
price of TL190 (previous: U/R) while expecting the current
momentum in its operations and financials to be broadly valid in
2024. The top-linegrowth in 9M23wasquite impressive, particularly
on the domestic front. Domestic retail revenues, accounting for
c.70% of total sales, doubled y/y. In contrast, Int 'l operations
corresponding to 13% of total sales, remained weak with 43% yly
growth due to lower spending activity in the operating regions. On
the domestic side, we expect demand to remain robust, along with
salary hikesin 1H24. On a company-specific basis, we believe that
the pricing advantage and market positioning will continue to give
the company an advantage over its competitors. From a macro
perspective, while our forecasts point to a contraction in
purchasing power beyond 1H24, we think that the difficulty in
accessing big-ticket items and, therefore, customer ability to spend
on lower-priced products such as clothing may support the sector
in termsof demand.

m Strong cash generation. Mavi’'s EBITDA grew by 90% in 9MZ23,
backed by the customer traffic growth of 16%. Although incorporating
a declineinthe 4Q gross margin due to lagged input costs, we foresee
EBITDA growth of 92% in 2023. This may largely support the FCF
margin performance, which declined due to rising NWC needs on
inflationary headwinds and early payments to suppliers.

m Continued growth with normalized marginsin 2024. We project a
55% LfL growth for Mavi while expecting 2% traffic growth in 2024.
Therefore, this may largely compensate for opex pressure. Howe\er,
remaining conservative, we forecast a 200bps gross margin
contraction considering a weaker demand in 2H24. Also, while
keeping the working capital/sales ratio at 7% in 2024, we still forecast
a 6% FCF margin. Further, the company’s net cash position of
TL2.1bn, corresponding to 8% of the latest mcap, gives us further
confidence in our bullish stance towards the stock.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Revenue 10,592 129% 20,070  89% 32,383 61% 41,958  30%
EBITDA 2481 144% 4756 92% 7,084 49% 9,055  28%
Net Income 1439 259% 2775 93% 3,790 3% 4524 19%
PIE (x) 4.2 5.8 6.7 5.6
EV/EBITDA (x) 21 3.0 3.1 2.2
EV/Sales (x) 0.5 0.7 0.7 05
EPS (TL) 145 27.9 38.2 455
Div. Yield (*) 2.0% 2.7% 5.5% 7.5%
FCF Yield 25.2% 9.1% 16.0% 24.0%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Transfer of Coverage

Rating

Target Price
Upside (Downside)

Share Data

Ticker

Close Price

Current MCap. (TL/US$ mn)
Number of Shares (mn)
Free Float

3m Awg. Daily Turnover (TL/US$ mn)

Tlrkiye / Retail

Jan 16, 2024

BUY

TL190.00
49%

MAVI.TI / MAVI.IS

TL127.10
25,246 / 841
198.628

73%
224.69/7.78

Trading Range (High / Low) (TL)

1-month 127.10 / 104.10
1-year 127.10/ 46.23
Ytd 127.10/112.10
Performance (TL) Absolute Relative
1-month ] 13% [ 10%
3-month D 23% I 27%
1year Fo12e%l | 37%
Ytd I 9% | 2%
150 1 200
A J 150
100
4 100
50
1 50
0 1 1 1 1 1 1 1 1 1 0
o ~— i i o o~ o [s2] [sg] [sg]
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o < e o < e o < [c.0} o
~— o o — o o — o o el
= Price (LHS) Rel. Perf. (RHS)

as of Jan 12, 2024

Relatives are against the BIST-100 Total Return Index

Kutluhan Murat Bulut

murat.bulut@ykyatirim.com.tr

+90212 3198366
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Financial Summary (TLmn) 2021 2022 2023E 2024E 2025E

Income Statement

Jan 16, 2024 — Mavi

Company Description

Total Revenues 4,619 10,592 20,070 32,383 41,958
Gross Profit 2,372 5,602 10,667 16,580 21,314
Opex -1,714 -3,625 -6,691 -10,763 -14,271
EBITDA (*) 1,016 2,481 4,756 7,084 9,055
Depreciation 358 503 781 1,267 2,011
Operating Income 658 1,977 3,976 5,817 7,043
Financial Income/Expense -160 -333 -592 -1,020 -1,364
Net Other Income/Expense 41 59 172 255 349
Profit (Loss) from Subsidiaries 0 0 0 0 0
Pre-Tax Income 539 1,703 3,556 5,051 6,029
Tax -116 -244 -782 -1,263 -1,507
Minority Interest/Other 23 20 -1 -2 -2
Net Income 400 1,439 2,775 3,790 4,524
Balance Sheet

Cash and Liquid Assets 1,509 3,303 5476 8,540 12,408
Inventories 751 2,308 5,925 9,525 11,877
Accounts Receivable 394 871 1,760 2,839 3,678
Other Current Assets 202 304 522 783 956
Total Current Assets 2,856 6,785 13,682 21,687 28,920
Fixed Assets (**) 390 581 883 1,306 1,687
Financial and Equity Investments 0 0 0 0 0
Other Non-Current Assets (**) 849 1,277 1,930 2,579 2,874
Total Non-Current Assets 1,239 1,858 2,813 3,885 4561
Total Assets 4,095 8,643 16,495 25,572 33,480
Short-Term Debt 1,120 1,891 2,674 4,144 5,359
Accounts Payable 1,189 2,961 5,579 9,376 12,248
Other Current Liabilities 262 592 1,622 2,618 3,392
Total Current Liabilities 2,570 5,444 9,876 16,137 20,999
Long-Term Debt 277 290 700 901 1,154
Other Non-Current Liabilities 55 177 232 303 358
Total Non-Current Liabilities 332 467 932 1,204 1,512
Minority Interest 79 140 230 371 481
Total Shareholders' Equity 1,193 2,732 5,687 8,231 10,969
Total Liabilities and Equity 4,095 8,643 16,495 25,572 33,480
Cash Flow Statement

Operating Cash Flow 1,370 1,001 1,830 4,365 6,334
Investing Cash Flow -80 -292 -624 -1,003 -1,267
Financing Cash Flow -675 906 1,249 1,741 1,524
Dividends Paid -30 -120 -429 -1,387 -1,895
Free Cash Flow 1,290 1,532 1,449 4,035 6,059
Net Debt -112 -1,122 -2,101 -3,496 -5,895
Key Ratios

Gross Margin 51.3% 52.9% 53.2% 51.2% 50.8%
EBITDA Margin 22.0% 23.4% 23.7% 21.9% 21.6%
Net Income Margin 8.7% 13.6% 13.8% 11.7% 10.8%
ROE 46.4% 73.3% 65.9% 54.5% 47.1%
Sales Growth 92% 129% 89% 61% 30%
EBITDA Growth 164% 144% 92% 49% 28%
Earnings Growth n.m. 259% 93% 37% 19%
Net Debt-to-Equity (X) n.m. n.m. n.m. n.m. n.m.
Net Debt-to-EBITDA (X) n.m. n.m. n.m. n.m. n.m.

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"

Mavi is an international apparel and
accessories brand for both women and men.
The company sells its products, which are
designed in-house with  outsourced
production, to end-users, mostly through its
retail stores, but aso via the wholesae and
e-commerce channels where ¢.80-85% of
consolidated revenues are generated in
Turkey . Meanwhile, c. 80% of domestic retai

revenues is atributable to same stores (i.e.
like-for-like), a key parameter for profitabilty.

Our conviction on the company’s outlook
stems mainly from (i) its well-known brand
name in domestic market, particularly at
denim segment (i.e. the marketleader with a
c.25% share in the jeans market) (ii) its fim
understanding of local dynamics, consumer
preferences and changingtrends in tems of
the merchandise mix, whichis reflected in its
financials, (iii) expected deleveraging in line
with strong operational cash flow that would
enable the company to pursue higher level of

growth.

Ownership Structure

Akarliar

ernational;

Free Float;
72,6%
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MIGROS

Huge expansion in addressable market

We transfer our coverage of Migros with a BUY recommendation
and a new 12M target price of TL580/shr. (previously TL385/shr.)
after incorporating our higher inflation assumptions and the
remarkable cash flow performance. We continue to favor Migros
growth prospects, its unrivaled position in the supermarket
segment with a multichannel strategy, rising footprint in various
sides (instant delivery, cosmetics, food service, spot product, etc.)
of the online delivery business, and healthy balance sheet with a
net cash position of TL12bn (excl. lease obligations). The stock
showed aremarkable 71% outperformance compared to the BIST
100in 2023. Yet it still trades at 4.9x 2023e EV/Adj. EBITDA and 8.4x
P/E based on our 2024 forecasts, which we deem attractive while
offering 35% EBITDA and 38%FCF CAGR for the next three years.

® Delivered a brilliant 2023 performance Our 2023 revenue growth
forecast is 97%, in-line with the shared guidance. The main drivers
of a strong revenue performance are market share gains on
competitive pricing, aggressive store openings of 455 suggesting
7% yly floor space growth, and a growing online business.

® Solid FCF margin set to continue In 2024, we forecast the
company will sustain its leadership among the peer group regarding
revenue growth with the same drivers while estimating 73% y/y net
sales growth. Backed by the operating leverage, we do not expect
a material change in margin performance, as we also estimate a
satisfactory FCF margin of 3%.

®= Exploring new market opportunities Expansion in the
addressable market by penetrating new areas such as fintech,
kitchen, and cosmetics senice and gaining a significant place in
online business may unleash uninterrupted real revenue growth
over the coming year. Given its solid balance sheet with hefty cash
generation, we expect no issue in financing the expansion strategy.
Hence, despite the stock’s robust run in 2023, we still believe there
is more room to go.

consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Rewvenue 74,502 105% 145,848 96% 253,018 73% 353,985 40%
EBITDA 5,968 106% 10,167 70% 17,047 68% 24,196 42%
Net Income 2,570 n.m. 5,686 121% 8,086 42% 11,138 38%
P/E (x) 5.1 8.2 8.4 6.1
EV/EBITDA (x) 2.0 4.0 3.3 2.0
EV/Sales (x) 0.2 0.3 0.2 0.1
EPS (TL) 14.2 31.4 447 61.5
Div. Yield (*) 0.0% 1.0% 4.2% 5.9%
FCF Yield 58.1% 20.3% 25.3% 29.3%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Transfer of Coverage
Tlrkiye / Food Retail

Jan 16, 2024

Rating BUY
Target Price TL580.00
Upside (Downside) 54%
Share Data

Ticker MGROS.TI / MGROS.IS
Close Price TL376.50
Current MCap. (TL/US$ mn) 68,167 / 2,271
Number of Shares (mn) 181.054233

51%
542.40/ 18.86

Free Float
3m Awg. Daily Turnover (TL/US$ mn)

Trading Range (High / Low) (TL)

1-month 376.50 / 328.50
1-year 419.00 / 123.23
Yid 376.50 / 333.25
Performance (TL) Absolute Relative
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Relatives are against the BIST-100 Total Return Index

Kutluhan Murat Bulut
murat.bulut@ykyatirim.com.tr
+90212 3198366
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Fnancial Summary (TLmn) 2022 2023E 2024E 2025E

Income Statement Company Description

Total Revenues 36,272 74,502 145,848 253,018 353,985
Gross Profit 8,755 17,800 34,493 59,333 82,832 t'\)"'gfos was established in 1954 as a Jgf/
etween Migros Cooperatives Union
Opex 6,768 -13,010 -26,572 45,987 -64,395 Switzerland and Istanbul Municipality. Koc
EBITDA (*) 2,894 5,968 10,167 17,047 24,196 Holding became the major shareholder in
Depreciation 907 1,178 2,246 3,701 5,759 1975 which sold its stake to Moonlight,
Operating Income 1,087 4,790 7,921 13,346 18,437 controlled by BC Partners, in 2008 The
. . company’s current main shareholder with its
Financial Income/Expense -699 -862 315 926 1,295 ¢.50% stake and equiv alent v oting right is
Net Other Income/Expense -1063 -2019 -2144 -4078 -4753 Anadolu Group (AGHOL TI).
Profit (Loss) from Subsidiaries 0 0 0 0 0
Pre-Tax Income 225 1,908 6,092 10,194 14,980 Migros, the largest supermarket operator in
Turkey, is currently running its domestc
Tax 133 672 -365 -2,039 -3,745 operations in c.3,400 stores in all 81 cities.
Minority Interest/Other 0 10 40 69 97 Migros’ wide sales network and vast
Net Income 358 2,570 5,686 8,086 11,138 experience are crucial factors for sustainable

growth as its long-term strong presence in

Balance Sheet Turkey translates into higher brand

Cash and Liquid Assets 3,635 8,067 16,085 27,573 39,318 awareness, better logistics capabilities and
Inventories 4,675 10,905 20,746 36,084 50,516 strong purchasing power.
Accounts Receivable 178 487 954 1,655 2,315

We continue to favor Migros mainly on the

Other Current Assets 216 665 665 665 665 back of : (I) its undemanding v aluation, (Ii)
Total Current Assets 8,704 20,123 38,449 65,977 92,814 relative strengths compared to its
Fixed Assets (**) 3,959 7,195 12,550 20,789 30,931 supermarket peers (widest network with
Financial and Equity Investments 97 603 1,000 1,701 2,380 b:est—ln c.Iass net working capital pra}cnce?‘),
(iii) ongoing success at store execution with
Other Non-Current Assets (**) 5,340 8,503 10,843 15,633 19,627 strong cash flow generation and, (iv) its
Total Non-Current Assets 9,397 16,301 24,393 38,123 52,939 potential to benefit from rising online and
Total Assets 18,100 36,424 62,842 104,100 145,752 mobile sales.
Short-Term Debt 2,045 2,443 4,304 7,467 10,447 . .
Potential catalysts and risks

Accounts Payable 9,582 21,040 38,440 66,861 93,603
Other Current Liabilities 1,482 2,527 3,713 5,636 7,448 Potential catalysts include; i) stronger than
Total Current Liabilities 13,109 26,010 46,458 79,964 111,498 expected demand; i) better operating

R margins; iii) gaining further market share in
Long-Term Debt 4,035 5,012 7,000 8,897 11,335 on-line markets.
Other Non-Current Liabilities 420 1,312 637 1,102 1,550
Total Non-Current Liabilities 4,455 6,324 7,637 9,999 12,884 Potential risks include; i) competition, ii)
Minority Interest 0 44 200 347 485 Regulatory changes; iii) cost pressure.
Total Shareholders' Equity 536 4,090 8,747 14,137 21,370
Total Liabilities and Equity 18,100 36,424 62,842 104,100 145,752
Cash Flow Statement
Operating Cash Flow 3,253 7,987 15,700 23,703 28,098 .

) OwnershipStructure
Investing Cash Flow -507 -2,262 -6,272 -9,484 -12,189
Financing Cash Flow -2,345 2,267 3,174 5,525 5,865
Dividends Paid 0 0 -472 -2,843 -4,043 MH

Perakendecilik;
Free Cash Flow 2,746 7,667 9,404 17,275 19,969
Net Debt 2,445 -611 -4,780 -11,209 -17,536
Key Ratios Other;
50,8%

Gross Margin 24.1% 23.9% 23.7% 23.5% 23.4%
EBITDA Margin 8.0% 8.0% 7.0% 6.7% 6.8%
Net Income Margin 1.0% 3.4% 3.9% 3.2% 3.1%
ROE 125.8% 111.1% 88.6% 70.7% 62.7%
Sales Growth 26% 105% 96% 73% 40%
EBITDA Growth 30% 106% 70% 68% 42%
Earnings Growth n.m. n.m. 121% 42% 38%
Net Debt-to-Equity () 4.6 n.m. n.m. n.m. n.m.
Net Debt-to-EBITDA (x) 0.8 n.m. n.m. n.m. n.m.

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)

"Eivad Accate" incliida tannihla nhiic intannihla whila Aanndwill ie rlacecified indar "Nthar Ninn-Ciirrant Accate”
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SOK MARKETLER
Rating BUY

Long-awaited outperformance to continue :
Target Price TL87.60

We resume our coverage for Sok Marketler with BUY rating and a Upside (Downside) 58%
TP of TL87.60/shr. (previously: UR). Unlike its continuous
underperformance, since it went public in 2018, Sok shares have Share Data

outperformed the benchmark index by 36% following the strong  Ticker SOKM.TI / SOKM.IS
financial results in 2023. For 2023YE, we estimate 80% y/y revenue  Close Price TLS5.40
growth (9M23: 85%), thus at the midpoint of company guidance as e Mcap. (T/USS mn) SEEEHI

. . . . Number of Shares (mn) 593.290008
we think the supply side issues, which to some degree concerned .. roat —
inadequate warehousing, may persist in 4Q. Therefore, we estimate  3m Aw. Daily Tumover (TL/US$ mn) 479.12 1 16.74

Sok raising its top line by 67% on the back of 7% floor space growth,
yet greater margin pressure with ay/y contraction of c.40bps dueto  Trading Range (High / Low) (TL)

its expense structure. Despite our conservative stance, we lmonth 58.20/52.00
calculate a 2% FCF margin for 2024. Adding up all the pros and i’tydear 2;22;2;:?
cons, we expect SOKM to outperform the BIST100, backed by its ' '
attl’aCtlve Va|uat|0n and SO|Id FCF generat'on Performance (TL) Abso|ute Re|at|ve
. 1-month Y -29
= Revenues on track, but margins curbed. We expect Sok to post S:Z:Ih | 1;;0[{ 120;0
80% revenue growth in 2023 but still post a 7.1% EBITDA margin due il il
. ) ) o ) L-year 123% | 35%
to heightened opex, particularly due to higher utilities and input vid — ﬂ 1
. . . . 0 = 0
inflation. Yet, our net earnings expectation for the year-end represents
yly growth of 73% thanks to deferred tax gains primarily amid a 80 T 7 200
quarterly revaluation of assets.
60 { 150

s The positives outweigh. The strategy of growing with a greater store
size of ¢.300sgm may result in lower store addition for 2024 (around. 40 1 100
700 new stores). Still, the incremental addition may be similar in terms

of retail space. On the warehouse side, we expect Sok to require 20 [ A ,l’ 1 30

around 18 warehouses on top of its current 39 to ensure supply-side

efficiency. This issue ranks among the key risk factors for the growth e & & N N N oo o
; . . . N §4 N N N &N & & o o
performance in 2024. Thanks to the inflationary tailwinds, we do not N & 8 3§ 8 8 9 & 8 g
expect a notable revenue loss for now. Also, we see limited downside )
. L . —— Price (LHS) Rel. Perf. (RHS)
given our estimation of an FCF yield of c.10%, growth, and net
. f Jan 12, 2024
earnings growth prospects well above CPI. as of Jan 24
Relatives are against the BIST-100 Total Return Index
Consolidated Financials and Multiples
(TLmn) 2022 A 2023E A 2024E A 2025E A
Revenue 59,292 109% 106,907 80% 178,794 67% 247,259 38%
EBITDA 4,772 82% 7,624 60% 11,935 57% 16,489 38%
Net Income 2,380 n.m. 3,788 59% 4,799 27% 6,594 37%
P/E (x) 42 6.7 6.8 5.0
EV/EBITDA (x) 2.8 3.2 22 1.0 Kutluhan Murat Bulut
EviSales (x) 02 0.2 0.1 01 murat.bulut@ykyatirim.com.tr
EPS (TL) 4.0 6.4 8.1 111 +90 212 319 83 66
Div. Yield (*) 0.0% 1.2% 4.0% 5.1%
FCF Yield 12.4% 11.7% 19.3% 21.8%

(*) yields are based on payment dates
Source: Company Financials, YKY Research 129
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Company Description

SOK is Turkiye's third largest food retailer
with respect to store number, and ranks
fourth by turnover. The company operates as
a discounter with a quasi-supermarket
model, and its value proposition is that of a
higher shopping experience through the
availability of greater product assortment;
this without deviating from the core principles
of a hard-discount model relying on lean cost
structure and operational efficiencies. We
consider SOK to be among the prime
candidates to benefit from current trends in
the Turkish food retail market. We argue that
the company’s growing scale its prime
competitive advantage against traditional
peers (incl. local chains), while we consider
its greater product assortment, including the
fresh segment, its key distinguishing factor
against its hard-discount peers

Potential catalysts; (i) stronger than
expected demand, particularly on customer
traffic; (i) deleveraging of balance sheet and
(iii) rapid margin expansion in quarterly
financials Potential risks; (i) limited tolerance
to low growth (ii) intense competition iii)
adverse legislative interventions

Ownership Structure

Yatinm
Fnancial Summary (TLmn) 2021 2022 2023E 2024E 2025E
Income Statement
Total Revenues 28,412 59,292 106,907 178,794 247,259
Gross Profit 6,644 14,097 25,487 41,480 55,633
Opex -4,856 -10,472 -19,547 -32,109 -42,754
EBITDA (*) 2,622 4,772 7,624 11,935 16,489
Depreciation 834 1,147 1,684 2,563 3,610
Operating Income 1,788 3,625 5,940 9,371 12,879
Financial Income/Expense -799 -1,209 -2,050 -3,137 -3,5634
Net Other Income/Expense -689 -471 183 -453 -553
Profit (Loss) from Subsidiaries 0 0 0 0 0
Pre-Tax Income 301 1,945 4,073 5,782 8,792
Tax 18 435 -285 -983 -2,198
Minority Interest/Other -5 0 0 0 0
Net Income 324 2,380 3,788 4,799 6,594
Balance Sheet
Cash and Liquid Assets 1,344 859 6,727 15,158 26,011
Inventories 2,849 8,829 14,723 24,829 34,650
Accounts Receivable 100 136 245 410 567
Other Current Assets ' 635 635 635 635
Total Current Assets 4,370 10,458 22,330 41,032 61,863
Fixed Assets (**) 1,953 3,189 4,902 7,876 10,922
Financial and Equity Investments 0 0 0 0 0
Other Non-Current Assets (**) 3,536 5,129 7,099 9,489 10,904
Total Non-Current Assets 5,365 8,319 12,001 17,366 21,825
Total Assets 9,735 18,777 34,331 58,398 83,689
Short-Term Debt 959 1,464 2,112 3,533 4,886
Accounts Payable 5,321 10,269 16,507 30,096 42,000
Other Current Liabilities 785 1,064 1,646 2,525 3,361
Total Current Liabilities 7,066 12,798 20,266 36,154 50,247
Long-Term Debt 2,051 2,811 3,679 4,546 5,566
Other Non-Current Liabilities 122 302 545 911 1,259
Total Non-Current Liabilities 2,173 3,114 4,224 5,456 6,825
Minority Interest -5 0 0 0 0
Total Shareholders' Equity 501 2,865 9,842 16,788 26,616
Total Liabilities and Equity 9,735 18,777 34,331 58,398 83,689
Cash Flow Statement
Operating Cash Flow 2,138 3,148 6,289 11,558 12,967
Investing Cash Flow -661 -1,605 -2,214 -3,757 -3,769
Financing Cash Flow -1,282 -1,739 1,758 2,653 2,722
Dividends Paid -80 0 -300 -1,326 -1,680
Free Cash Flow 1,476 1,254 2,980 6,329 7,157
Net Debt 1,666 3,417 -936 -7,079 -15,559
Key Ratios
Gross Margin 23.4% 23.8% 23.8% 23.2% 22.5%
EBITDA Margin 9.2% 8.0% 7.1% 6.7% 6.7%
Net Income Margin 1.1% 4.0% 3.5% 2.7% 2.7%
ROE 86.1% 141.4% 59.6% 36.0% 30.4%
Sales Growth 33% 109% 80% 67% 38%
EBITDA Growth 25% 82% 60% 57% 38%
Earnings Growth 19% n.m. 59% 27% 37%
Net Debt-to-Equity (x) 3.3 1.2 n.m. n.m. n.m.
Net Debt-to-EBITDA (X) 0.6 0.7 n.m. n.m. n.m.

Source: Company Financials, YKY Research

(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"

Turkish
Retail
Investments;
24,3%

Halka Agiklik
Orani; 40,7%

Gozde
Yildiz Girigim;
Holding; 0,5% 2.7%
istanbul
Portféy; 5.1% EBRD; 5,7%
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New normal

History doesn’trepeat itself, but it often rhymes. Commodity prices tend to follow a cyclical path over certain
periods based on seasonal supply-demand imbalances. Currently depressed steel prices are explicitly resulted by
weak global demand and Chinese oversupply imbalance. The 2015-2019 average USD600/ton US Midwest HRC
prices had skyrocketed to USD1,450/ton, during the post-pandemic super-cycle. Therefore, we still estimate muted
steel prices along with historical cyclicality.

Recessionary fears are being felt. Due to the delayed effect of tight monetary policies, the global steel demand
outlook for 2024 is under pressure. And considering the ¢.50% Chinese share in global consumption, muted domestic
demand in that country deepens uncertainty over the 2024 steel market outlook. However, the World Steel
Association and the European Steel Association expect global steel consumption to rebound in 2024.

Chinese supply surplus deflates global prices. Weak domestic demand on construction and automotive products,
and a supply surplus prompts China to export excess inventory. Consequently, discounted Chinese steel products
lead to lower global prices. According to CISA in 2023 year-to-date, Chinese steel exports have recorded a 7-year
high exceeding 90mn tons. Ex-China global steelmakers have been experiencing consequent price-led margin
pressure in 2023. Unless Chinese demand recovers, we would expect to see a low price environment.

‘ Exhibit 1: Iron Ore Price Seasonality (150-day moving average)

1% 2016.2019 2020.2023

Source: Bloomberg, YKY Research

Green tariff on itsway. By January 1, 2026, global steelmakers are obliged to integrate renewable energy sources
in their energy structure towards becoming carbon neutral. Therefore, the higher-for-longer interest rate environment
has place an additional burden on ongoing energy investments. Amid weak demand and contracting operating
margins, decarbonization CapEx cash outflows could pressure the ability to generate free cash flow.
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Tiirkiye as a net importer. For the first time since 2015, Turkiye has become a net importer of steel. In 11M23,
Turkiye imported 17.6mn tons, while exporting 13.1mn tons, according to the Turkish Association of Steel
Exporters (CIB). The decline in rolled product exports was due mainly to protective measures applied by various
countries. Also, the Far East has returned to the global market thanks to post-pandemic relieved freight prices.

Low demand means low utilization. Turkish steelmaking overall Capacity Utilization Rate (CUR) is currently
at 50-55% lewel due to lack of domestic and European demand. Also, increased energy prices have heavily
impacted the Turkish steel industry given that it is an Electric Arc Furnace (EAF) dominated market. Muted
European demand has not been supportive of exporters either. All in all, the CIB expects exports to exceed
15mn tons in 2024 vs. the 23e 14mn tons. Yet, China-led discounted prices bring uncertainty.

Safeguarding of local mills. Due to domestic steelmakers’ lack of competitiveness and correspondingly
increased imports, investigations into harmful imports have recently been made. Ongoing protectionism of the
domestic steel industry should support higher CUR and expanding margins via pricing ability.

Exhibit 2: Turkiye Export and Import (mn ton) Exhibit 3: Raw Material Prices (USD/ton)
25 | wExport “Import 500 Iron Ore s Coal
20 400
15 300
10 200
5 100
0 0
13 "4 "8 "6 "7 18 19 20 21 22 11M23 2015 2016 2017 2018 2019 2020 2021 2022 2023
Source: TISPA, YKY Research Source: Bloomberg, YKY Research

Exhibit 4: Turkish Prices (USD/ton)
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Source: Bloomberg, YKY Research
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ERDEMIR
Steel needs time

We resume our coverage for Erdemir due to the change in
responsible analyst. Our recommendation is ‘HOLD’ and we set a
12M target share price of TL55/shr. Erdemir’s blended flat steel sales
price of USD831/ton (vs USD935/ton of post-pandemic 2-yr average)
implieslimited downside risk as we believe the current USD800/ton
levels can be maintained. However, Erdemir's EBITDA/ton declined
to USD 82/tonne (5-year average of USD 130/ton pre-pandemic) due
to higher coal and iron ore costs (around 64%of COGS as of 9M23)
driven by oversupply in China.

Erdemirtriesto manageitscosts viathe recentmargin expansionary
efforts (via Ermaden and energy investments) and we welcome this
effort. The stock is trading at 7.3x EV/EBITDA based on our 2024
estimates and implies 23% discount to its 5-yr historical average.
Erdemir stock has underperformed the benchmark index by ¢.33%in
TL terms.

= Energy investment comes with capacity increase. The latest
USD3bn investment plan regarding net zero carbon emission covers
capacity increase as well. Erdemir plans toincrease the current 10mn
tons of capacity to 13mn tons. Additionally, energy demand will be
fully covered by in-house electricity generation through a 1GW solar
panel investment. Once the investment becomes operational, we
estimate an annual USD400mn energy bill saving (c.40% of our 2024
USD1bn net income).

= Lower import dependence and better margins. Ermaden,
Erdemir's 90% subsidiary, which supplies 15% of Erdemir’s iron ore
needs (we estimate 35-40% in 2027) will undertake USD550mn iron

pellet invetment of 3mn ton additional annual capacity.

® Risks. i) muted Chinese demand and low product prices, ii) rising
financing costs, iii) TL appreciation.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Rewvenue 127,783 87% 156,527 22% 227,436 45% 304,231 34%
EBITDA 26,655 1% 20,228 -24% 31,380 55% 53,144 69%
Net Income 18,005 16% -1,163 n.m. 14,310 n.m. 22,219 55%
P/E (x) 6.3 10.7 6.9
EV/EBITDA (x) 44 9.9 7.3 5.0
EV/Sales (x) 0.9 13 1.0 0.9
EPS (TL) 5.1 -0.3 4.1 6.3
Div. Yield (*) 13.8% 0.0% 0.0% 2.4%
FCF Yield 8.7% -48.1% -9.5% -20.3%

(*) yields are based on payment dates
Source: Company Financials, YKY Research
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Fnancial Summary (TLmn) 2023E 2024E 2025E

Income Statement Company Description

Total Revenues 68,227 127,783 156,527 227,436 304,231

Gross Profit 25,516 25,539 19,479 30,686 48,016 Efdeﬂ“ﬂ the “;a_ir” Clgmpa:'y of Oyak Mi”ie“g
Metallur ’ t integrat

Opex 1,101 2,378 4,730 7,266 10,084 urgy and furkey's largest integrate
flat steel producer, entered operation in

EBITDA (*) 26,468 26,655 20,228 31,380 53,144 1965. It has a liquid steel capacity of 3.85

Depreciation 2,052 3,494 5,478 7,960 15,212 mn tons/yr.

Operating Income 24,416 23,161 14,749 23,419 37,933 ) o )

Financial Income/Expense -949 -1,539 -6,261 -9,097 -12,169 Isdemir, one of Oyak Mining Metallugy, is
Turkey’s sole integrated plant that

Net Other Income/Expense 456 427 3567 5450 4937 produces long and flat products with a hot

Profit (Loss) from Subsidiaries -6 73 0 0 0 Rolling capacity of 3.5 mn tonsfyr. It has a

Pre-Tax Income 23,917 22,112 12,05 19,772 30,700 liquid steel capacity of 5.8 mn tonsfyr. 5%

Tax 7838 -3.459 113,260 4,943 7675 of Isdemir s_hares are owned by Erdemi
and the rest is freefloat.

Minority Interest/Other 551 648 -42 519 806

Net Income 15,527 18,005 -1,163 14,310 22,219 EBITDA/ton was USD111/on in 3Q23 and

USD82/ton as of 9M23 (vs USD210/ton in
2022). We estimate above USD150 of

Balance Sheet

Cash and Liquid Assets 23,190 15,186 26,312 57,546 68,293 EBITDA/ton for 2024-2033, on average.
Inventories 28,960 44,152 80,727 88,942 112,313
Accounts Receivable 11,414 15,602 27,875 28,040 33,340 We used the Discounted Cash Flow
Other Current Assets 2,130 5715 17,252 20,702 24,842 method for Erdemir. We assume 22%
Total Current Assets 65,694 80,656 152,165 195,230 238,789 &?:?L&A;GF%'E?&%?‘; ig‘%/?,-gr?::\?/;rr;;
Fixed Assets (**) 54,714 85,669 156,091 183,435 215,284 Our TL WACC is 20%.
Financial and Equity Investments 371 734 1,067 1,544 1,996
Other Non-Current Assets (**) 5,664 7,835 623 615 631
Total Non-Current Assets 60,749 94,237 157,781 185,594 217,911
Total Assets 126,442 174,894 309,946 380,824 456,700
Short-Term Debt 9,716 21,172 71,172 106,172 141,172
Accounts Payable 6,733 11,228 13,142 18,867 24,569
Other Current Liabilities 7,029 3,508 29,408 32,349 35,584
Total Current Liabilities 23,477 35,909 113,722 157,388 201,325
Long-Term Debt 6,961 8,408 13,408 23,408 33,408
Other Non-Current Liabilities 11,457 11,914 23,829 26,212 28,833
Total Non-Current Liabilities 18,417 20,323 37,237 49,620 62,241
Minority Interest 2,255 3,017 3,872 4,391 5,197
Total Shareholders' Equity 84,548 118,662 158,987 173,816 193,134
Total Liabilities and Equity 126,442 174,894 309,946 380,824 456,700
Cash Flow Statement )
Ownership Structure
Operating Cash Flow 11,081 22,225 -42,619 19,615 14,461
Investing Cash Flow -7,521 -12,412 -23,479 -34,115 -45,635
Financing Cash Flow -3,426 -9,628 55,000 45,000 41,293
Dividends Paid -6,475 -15,575 0 0 -3,707
Free Cash Flow 3,560 9,812 -66,098 -14,500 -31,173
Net Debt 2,608 2,608 58,269 72,034 106,288 Free Float; 4 {8 Holdime
Key Ratios AS.; 49.%
Gross Margin 37.4% 20.0% 12.4% 13.5% 15.8%
EBITDA Margin 38.8% 20.9% 12.9% 13.8% 17.5%
Net Income Margin 22.8% 14.1% n.m. 6.3% 7.3% Erdemir; 3.1%
ROE 24.7% 17.7% -0.8% 8.6% 12.1%
Sales Growth 113% 87% 22% 45% 34%
EBITDA Growth 297% 1% -24% 55% 69%
Earnings Growth 369% 16% n.m. n.m. 55%
Net Debt-to-Equity (X) 0.0 0.0 0.4 0.4 0.6
Net Debt-to-EBITDA (X) 0.1 0.1 2.9 2.3 2.0

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"
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KARDEMIR
Long steel

We resume our coverage for Kardemir due to change in
responsible analyst. Our recommendation is ‘BUY’ and we set a
12M target share price of TL40/shr. We expect Kardemir to benefit
from the announced nationwide urban transformation package.
Accordingly, especially rebar sales volume (25%share as of 9M23
sales volume) should be impacted positively. We foresee above
600k ton/year of rebar salesin 2024 vs 5-yr average of 521k tons.
Thanks to alive demand in Tiirkiye, Kardemir seems to maintain its
improved EBITDA/ton in 2024 with USD135 (vs USD118 of pre-
pandemic average).

We welcome the recent safeguard measures in Tiirkiye in order to
protect domestic steelmakers. Thus, if necessary, we assume the
Turkish authorities will take an action against elevated import. The
stock is trading at 3.2x EV/EBITDA and 8.0x P/E based on our 2024
estimates andimplies 54%and 25%discount, respectively to its 5-
yr historical averages.

® Protecting domestic steelmakers. Due to elevated steel imports,
domestic steelmakers have been negatively affected by discounted
Chinese prices. We assume further steps being taken to protect
domestic steel prices. Therefore, we assume protective sales price
from downside risk and foresee a blended USD650/ton sales price
for Kardemir in 2024 vs USD700/ton as of 9M23.

= Limited price pressure. Muted Chinese demand has led to an
oversupply imbalance in Turkiye and increased exports. Thus,
regional steel prices have been negatively impacted. Yet, thanks to
upcoming renovation demand, our 2024 estimate implies 49% top-
line growth accompanied by 180bps EBITDA margin improvemernt.

® Risks. i) subdued domestic prices, ii) coal price hikes, iii) TL
appreciation.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Revenue 27,397 86% 37,827 38% 56,410  49% 72,733 29%
EBITDA 4324 -12% 5288  22% 9,034  71% 12,645  40%
Net Income 2174 -44% 1,501 -31% 3,501  133% 5441  55%
P/E (x) 6.7 16.3 8.0 5.1
EV/EBITDA (x) 3.5 48 3.2 2.3
EV/Sales (x) 0.5 0.7 0.5 0.4
EPS (TL) 2.8 1.9 45 7.0
Div. Yield (*) 6.8% 1.0% 1.6% 3.8%
FCF Yield 12.1% 7.9% -0.1% -1.6%

(*) yields are based on payment dates
Source: Company Financials, YKY Research
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Fnancial Summary (TLmn)

Company Description

Income Statement

Total Revenues 14,765 27,397 37,827 56,410 72,733 Kardemir is the first integrated long steel
Gross Profit 4,782 4,269 5,233 9,213 13,205 producer of Tiirkiye, established in 1937 by
the Turkish Government. It was controlled by
Opex 137 290 512 1,025 1,650 the State until 1995.
EBITDA (*) 4,891 4,324 5,288 9,034 12,645
Depreciation 245 345 567 846 1,001 The company produces billet, rebar, profie,
Operating Income 4,645 3,979 4,720 8,188 11,554 railway and railway wheels. It currenty has
Financial Income/Expense -466 -528 -567 -846 -1,091 700K tons of billet casting capadity fpr ral
and profile and 450K tons bloom casting for
Net Other Income/Expense 422 -756 -2259 -2711 -3253 rebar and billet products. In addition, i has
Profit (Loss) from Subsidiaries 1 25 30 36 44 831.6 tons of billet casting for bar and wire
Pre-Tax Income 4,467 2,533 1,924 4,667 7,254 rod products. Railway, profile, wire rod and
Tax 614 -359 423 1,167 1814 ra.ly products .are more val.ueadded and offer
o higher margins than billets and rebar.
Minority Interest/Other 0 0 0 0 0 Although Tiirkiy eis a net exporter in the long
Net Income 3,853 2,174 1,501 3,501 5,441 term, Kardemir sells mgority of its products

Balance Sheet to the domestic market.

Cash and Liquid Assets 5,357 1,891 2,627 4,766 6,518 We used the Discounted Cash Flow method
Inventories 3,197 7,945 9,823 12,931 17,124 for Kardemir. We assume 16% NOPAT
Accounts Receivable 1,692 4,192 4,664 6,955 8,967 CAGR between 2024-2033 in TL terms with
Other Current Assets 2,093 2,393 2,872 3,446 4,135 aFCF yield of 7%, annually on average. Our
Total Current Assets 12,338 16,421 19,985 28,097 36,745 TL WACC is 20%.

Fixed Assets (**) 9,428 10,037 10,613 12,597 15,154

Financial and Equity Investments 19 42 70 98 121

Other Non-Current Assets (**) 31 140 67 53 43

Total Non-Current Assets 9,477 10,219 10,749 12,748 15,318

Total Assets 21,815 26,640 30,735 40,845 52,062

Short-Term Debt 1,037 1,146 2,146 3,146 4,646

Accounts Payable 6,082 7,657 7,144 10,991 13,863

Other Current Liabilities 2,472 3,829 4,615 5,538 6,646

Total Current Liabilities 9,590 12,632 13,905 19,675 25,154

Long-Term Debt 1,575 1,340 1,640 2,640 3,640

Other Non-Current Liabilities 688 1,207 1,448 1,738 2,086

Total Non-Current Liabilities 2,263 2,546 3,088 4,377 5,725

Minority Interest 0 0 0 0 0

Total Shareholders' Equity 9,962 11,461 13,742 16,792 21,183

Total Liabilities and Equity 21,815 26,640 30,735 40,845 52,062

Cash Flow Statement Ownership Structure

Operating Cash Flow 5,673 -991 -795 2,795 3,197

Investing Cash Flow -155 -760 -1,135 -2,820 -3,637

Financing Cash Flow -1,005 -923 1,300 1,550 1,450

Dividends Paid 0 -1,000 -250 -450 -1,050 Kardemir B; 10.5%
Free Cash Flow 5,518 -1,752 -1,930 -26 -440

Net Debt 426 426 1,161 1,023 1,771

Key Ratios Kardemir A ;
Gross Margin 32.4% 15.6% 13.8% 16.3% 18.2%

EBITDA Margin 33.1% 15.8% 14.0% 16.0% 17.4% Kargemi o

Net Income Margin 26.1% 7.9% 4.0% 6.2% 7.5% o

ROE 55.6% 20.3% 11.9% 22.9% 28.7%

Sales Growth 96% 86% 38% 49% 29%

EBITDA Growth 293% -12% 22% 71% 40%

Earnings Growth n.m. -44% -31% 133% 55%

Net Debt-to-Equity (x) 0.0 0.0 0.1 0.1 0.1

Net Debt-to-EBITDA (x) 0.1 0.1 0.2 0.1 0.1

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"
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Inflationary pricing impact to be seen more widely

Throughout 2023 demand for fixed broadband remained high and mobile internet usage also increased. The sector
players continue to revise their prices, including mobile inflationary pricing and fixed broadband price rebalancing.
These developments are expected to result in a further rise in ARPU growth in 2024. Even with the lagged impact
of inflation on ARPU growth declining in 2024, we expect it to remain well above avg. CPI expectations supported
by ongoing dynamic pricing and an emphasis on upselling efforts. On the subscriber base side, additions were quite
strong, which we attribute to higher penetration and long-term visitor impact and we see resilient subscriber addition
is likely to persistin 2024 as well. On the other hand, we believe that the increase in the cost of prepaid subscriptions
on the mobile side in the wake of the regulations may drive customers to the post-paid side which drives higher
ARPU generation.

Graph 1: Mobile (Blended) ARPU Performance - TL Graph 2: Mobile (Blended) ARPU Growth
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Source: Bloomberg, YKY Research Source: Bloomberg, YKY Research

We think that energy costs and personnel expenses may pressure margin performance. Accordingly, we now
calculate a ¢.150bps EBITDA margin contraction for TCELL. On the other hand, for TTKOM, we are more positive
while believing that the lagged impact of renewal of the subscriber contract will be more deceive and result in a
margin expansion of ¢.170bps y/y following the prospect of ARPU growth of well above cost increases. On the
operating capex front, the renewable energy, data center investments for TCELL, and infrastructure investments
and renewable energy investments for TTKOM may result in a slightly higher operating capex for the players.

137



Company Report

YapiKredi

Equity

Tarkiye / Telecom
Research

Yatirim

Jan 16, 2024

TURKCELL
Safer play with real ARPU growth

We are updating our figures for TCELL raising our TP to TL88.8/shr.
(previous: UR) while leaving our BUY rating unchanged in light of
our new macro assumptions and ARPU growth (c.70% y/y) and
subscriber addition projection (1.1mn). We think the price
increases, upsell efforts, and an expanding subscriber base will
remain the key revenue drivers for 2024, although higher energy
and personnel costs may curb margins on a some degree. Based
on our forecasts, the stock trades at a 3.1x EV/EBITDA (5-year avg.:
5.5x), which we deem promising considering it provides a safe play
amid its well-above real ARPU growth prospects. Also, a strong TL
scenario in 2024 might provide a further boost for FCF, in our view.

* Expecting 60% top-line growth for 2024 We forecast revenue
growth remaining intact, mainly driven by price adjustments and
upsell to higher tariffs, as well as a larger postpaid subscriber base.
Note that our mobile ARPU estimate is at 70% for the full year.
However, our EBITDA margin calculation points to a 150bps decline
yly due to rising energy costs and higher employee expenses.

® The sale of Ukraine operations on the horizon The Company is
negotiating to sell its operations in Ukraine, which accounted for 9%
of total revenues in 9M23. If the transaction is completed, it will
reduce the company's revenue outlook for 2024.

* Rising opt. capex might dent FCF generation The Company has
been investing in renewable energy production, mainly in solar
panels and wind power plants, to reduce its energy cost. The
company plans to meet 65% of its electricity usage by 2026. Also,
with the additional data center investments over the coming years
and the earthquake's impact, we expect opt. capex is at 23% levels
for 2024 and the subsequent few years.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Revenue 53,878 50% 93,111 73% 148,962 60% 197,809 33%
EBITDA 21,994  46% 39,777 81% 61,627 55% 81,066 32%
Net Income 11,053 120% 16,679 51% 25713 54% 34,015 32%
P/E (x) 45 5.8 5.2 3.9
EV/EBITDA (x) 3.2 3.3 3.1 25
EV/Sales (x) 1.3 1.4 1.3 1.0
EPS (TL) 5.0 7.6 11.7 155
Div. Yield (*) 2.5% 2.3% 2.5% 3.7%
FCF Yield 6.0% 4.0% 3.0% 5.2%

(*) yields are based on payment dates
Source: Company Financials, YKY Research
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Income Statement

2024E

2025E

Jan 16, 2024 — Turk Telekom

Company Description

Total Revenues 35,921 53,878 93,111 148,962 197,809
Gross Profit 10,691 17,090 34,637 55,116 73,585
Opex -2,698 -4,219 -8,194 -11,917 -15,429
EBITDA (*) 15,014 21,994 39,777 61,627 81,066
Depreciation 7,252 9,289 12,634 17,308 21,981
Operating Income 7,993 12,871 26,443 43,199 58,156
Financial Income/Expense -10,145 -13,489 -20,484 -33,070 -43,914
Net Other Income/Expense 6603 8226 12291 19961 26506
Profit (Loss) from Subsidiaries 90 -71 -123 -197 -262
Pre-Tax Income 4,541 7,536 18,126 29,893 40,487
Tax 490 3,516 -1,450 -4,185 -6,478
Minority Interest/Other 0 -1 -3 -5 -6
Net Income 5,031 11,053 16,679 25,713 34,015
Balance Sheet

Cash and Liquid Assets 18,684 30,744 52,472 63,996 91,702
Inventories 261 278 641 1,028 1,361
Accounts Receivable 4,332 6,742 11,650 18,639 24,751
Other Current Assets 6,235 9,043 16,089 22,575 28,251
Total Current Assets 29,512 46,807 80,853 106,238 146,065
Fixed Assets (**) 32,616 39,598 59,931 95,880 127,321
Financial and Equity Investments 1,377 2,109 1,244 1,800 2,089
Other Non-Current Assets (**) 7,178 12,751 19,230 26,556 34,254
Total Non-Current Assets 41,171 54,458 80,404 124,236 163,664
Total Assets 70,683 101,265 161,257 230,474 309,729
Short-Term Debt 8,848 16,721 29,897 39,830 51,391
Accounts Payable 5,038 7,822 12,015 19,283 25,526
Other Current Liabilities 3,205 4,716 10,550 16,878 22,412
Total Current Liabilities 17,091 29,259 52,462 75,992 99,329
Long-Term Debt 27,930 37,133 58,172 81,066 107,648
Other Non-Current Liabilities 3,099 3,978 4,004 4,040 4,072
Total Non-Current Liabilities 31,029 41,111 62,175 85,106 111,721
Minority Interest 0 4 7 8 9
Total Shareholders' Equity 22,562 30,895 46,620 69,377 98,679
Total Liabilities and Equity 70,683 101,265 161,257 230,474 309,729
Cash Flow Statement

Operating Cash Flow 21,171 17,970 27,022 42,755 55,652
Investing Cash Flow -10,362 -14,993 -34,477 -55,550 -69,308
Financing Cash Flow -3,942 3,623 27,762 25,537 30,478
Dividends Paid -2,586 -1,258 -2,260 -3,410 -5,010
Free Cash Flow 10,810 2,977 3,845 4,092 6,982
Net Debt 18,094 21,221 35,597 56,900 67,338
Key Ratios

Gross Margin 29.8% 31.7% 37.2% 37.0% 37.2%
EBITDA Margin 41.8% 40.8% 42.7% 41.4% 41.0%
Net Income Margin 14.0% 20.5% 17.9% 17.3% 17.2%
ROE 23.2% 41.4% 43.0% 44.3% 40.5%
Sales Growth 23% 50% 73% 60% 33%
EBITDA Growth 22% 46% 81% 55% 32%
Earnings Growth 19% 120% 51% 54% 32%
Net Debt-to-Equity (X) 0.8 0.7 0.8 0.8 0.7
Net Debt-to-EBITDA (x) 1.2 1.0 0.9 0.9 0.8

Source: Company Financials, YKY Research

(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"”

Turkcell is a digital operator headquartered
in Turkey, serving its customers with its
unique portfolio of digital services along
with voice, messaging, data and IPTV
services on its mobile and fixed networks.

Turkcell Group companies operate in 4
countries; Turkey, Ukraine, Belarus,
Northern Cyprus.

Strong revenue growth was realized mainly
due to strong ARPU performance of
Turkcell Turkey with a growing postpaid
customer base and continued upsell efforts
supported by higher data consumption, as
well as digital services usage.

Potential catalyst and risks:

Potential catalyst: I. Strong subscriber
gain together with higher ARPU and ii.
Higher data consumption.

Potential risk: i) Increase in Special
Consumption Tax, since all telecom
companies are focusing on increasing its
data usage to get a higher ARPU, ii) more
aggressive than anticipated pricing war,
and deterioration at macro environment.

Ownership Structure

Tiirkiye
Wealth
Fund; 26,2%

Free Float;

54,0%

Imtis
Holdings;
19,8%
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An improving outlook

We increase our 12M target price for Turk Telekom to TL45.90/shr
(previous: UR) while initiating our BUY rating on the back of the
improved growth and operating profitability outlook. We expect the
company to end the year largely in line with the shared guidance,
printing 69% y/y revenue growth with a 33.5% EBITDA margin. For
2024, on the back of i) price hikes, ii) the ongoing re-contracting of
the existing customer base, iii) the customer shift from pre-paid to
post-paid, iv) solid subscriber addition, and v) upsell efforts, we
foresee net sales growth to remain intact, especially in 1H24.
Accordingly, we expect 65% yly top-line and 73% EBITDA growth
in 2024. TTKOM shares trade at 3.5x EV/EBITDA based on 2024
estimates, signaling a discount of ¢.20% compared to its five-year
historical multiples which gives us further confidence towards the
stock.

* Upward momentum in ARPU growth continues - We expect the
uptrend in ARPU growth to continue in the fixed broadband and
mobile segments through dynamic pricing and an upsell focus. We
estimate consolidated revenues rising 65% y/y with a ¢.69% increase
in fixed broadband and c.71% increase in mobile for 2024.

= Operating profitability set to improve despite cost overruns - We
have a strong outlook regarding ARPU growth, which will outweigh
the adverse impact of the high minimum wage hike and rising energy
expenses. On the operating capex front, ongoing infrastructure
investments and the planned renewable energy initiatives with a
capacity of 400 MW might lead to a slight rise in the Opt. Capex/Sales
ratio, in our view.

" Risks i) Weaker than expected prices, ii) Cut-throat irrational
competition on the mobile front, and iii) Any regulatory intervention.

Consolidated Financials and Multiples

(TLmn)

2022

A

2023E

A

2024E

A

2025E

Revenue
EBITDA

Net Income

48,042
19,148

4,135

40%
17%

-28%

81,068
27,118
7,264

69%
42%
76%

133,769
47,019
11,702

65%
73%
61%

173,996
62,176
19,543

30%
32%
67%

P/E (x)
EV/EBITDA (x)
EV/Sales (x)

9.7
3.2
13

10.0
4.5
15

8.5
35
12

5.1
2.8
1.0

EPS (TL)
Div. Yield (*)
FCF Yield

1.2

12.3%

7.4%

2.1
0.0%
-2.2%

3.3
0.0%
-1.2%

5.6
0.0%
0.7%

(*) yields are based on payment dates
Source: Company Financials, YKY Research
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Fnancial Summary (TLmn) 2021 2022 2023E 2024E 2025E
Income Statement Company Description
Total Revenues 34,273 48,042 81,068 133,769 173,996
Gross Profit 14,868 18,465 31,130 55,514 73,774 Turk Telekom is the incumbent and
Opex 5,653 -8,641 16,700 26,620 32363 wholesale provider in flxed voice and fixed
. broadband market while the biggest player
EBITDA (*) 16,415 19,148 27,118 47,019 62,176 in wholesale and retail broadband market
Depreciation 6,169 8,085 11,238 15,733 18,879 and the third player in mobile market.
Operating Income 9,215 9,824 14,430 28,894 41,411
Financial Income/Expense -3,431 -9,875 -14,349 235543 -30,449 Tork Telekom also owns the 100% of
convergence technologies company
Net Other Income/Expense -164 1888 2513 5485 7134 Argela, IT solution provider Innova, online
Profit (Loss) from Subsidiaries 0 0 0 0 0 training software company Sebit, call center
Pre-Tax Income 5,621 1,836 2,594 10,835 18,096 company AssisTT, wholesale data and
Tax 141 2298 4,670 867 1448 capamty serwce_ prowd(_er_ T_urk Telekom
o International and its subsidiaries.
Minority Interest/Other 0 0 0 0 0
Net Income 5,761 4,135 7,264 11,702 19,543 Potential catalysts and risks:
Balance Sheet
Cash and Liquid Assets 7,697 10,006 18,854 26,145 42,284 Potential catalyst: i) Lower competition
. on the mobile side, ii) Developments
Inventories 440 683 1,156 1806 2313 regarding 5G, and iii) Higher than expected
Accounts Receivable 6,582 8,758 14,779 24,387 31,720 growth on fixed broadband.
Other Current Assets 6,060 6,741 12,508 17,710 21,945
Total Current Assets 20,779 26,188 47,297 70,048 98,262 Potential risk: i) Uncertainty regarding
Fixed Assets (**) 33,261 47,679 77,455 110,407 142,609 the fixed-line concession agreement, ii)
) ial and ) 2 3 200 280 market share loss in fixed broadband, and
Financial and Equity Investments 14 5 131 iy Pricing pressure.
Other Non-Current Assets (**) 4,284 6,841 11,405 14,571 18,811
Total Non-Current Assets 37,558 54,544 88,990 125,178 161,700
Total Assets 58,338 80,732 136,287 195,226 259,962
Short-Term Debt 7,117 12,318 35,786 51,050 64,902
Accounts Payable 7,729 9,469 16,038 25,052 32,084
Other Current Liabilities 3,151 4,579 8,225 13,658 17,766
Total Current Liabilities 17,997 26,366 60,050 89,760 114,752
Long-Term Debt 22,686 29,602 32,452 41,548 54,042
Other Non-Current Liabilities 3,405 4,793 8,548 14,068 18,281
Total Non-Current Liabilities 26,091 34,395 41,000 55,615 72,322
Minority Interest 0 0 0 0 0
Total Shareholders' Equity 14,250 19,970 35,237 49,851 72,888
Total Liabilities and Equity 58,338 80,732 136,287 195,226 259,962
Cash Flow Statement .
Ownership Structure
Operating Cash Flow 21,171 17,970 16,456 26,420 37,487
Investing Cash Flow -10,362 -14,993 -29,153 -42,029 -54,779 Free Float; Repul:(hc of
13.3% Turkey
Financing Cash Flow -3,942 3,623 25,508 26,713 26,319 wp;;;'uyr;;'
Dividends Paid -1,873 -4,955 0 0 0 Finance;
25.0%
Free Cash Flow 10,810 2,977 -1,626 -1,190 741
Net Debt 18,094 21,221 49,384 66,453 76,660
Key Ratios
Gross Margin 43.4% 38.4% 38.4% 41.5% 42.4%
EBITDA Margin 47.9% 39.9% 33.5% 35.1% 35.7% Turkish
Net Income Margin 16.8% 8.6% 9.0% 8.7% 11.2% Fund: 8179
ROE 43.8% 24.2% 26.3% 27.5% 31.8%
Sales Growth 21% 40% 69% 65% 30%
EBITDA Growth 24% 17% 42% 73% 32%
Earnings Growth 81% -28% 76% 61% 67%
Net Debt-to-Equity (x) 1.3 1.1 1.4 1.3 1.1
Net Debt-to-EBITDA (X) 1.1 1.1 1.8 1.4 1.2

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"
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Moderationin demand on the horizon

Domestic Sell-in wolumes posted a ¢.15% rise in 11M23 on the back of i) pulled-forward demand in an inflationary
environment, ii) low interest rates, which resulted in higher demand, and iii) the low base of 2022. Accordingly, the washing
machine & dryer segment gave the highest performance with 36% y/y growth. The refrigerator & freezer category grew by
10% and the dishwasher category by 5%. The oven segment, on the other hand, contracted by 2%.

Exhibit 1: Total domestic consumption (mn units)
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Source: YKY Research, TURKBESD

Regarding 2024, the outlook seems rather mixed. We expect white goods sales to start the year robustly thanks to a low
base and sharp rise in the minimum wage. Yet the pre-election macro environment may put some pressure on sales. For
2H24, we are more cautious on the demand side due to diminishing purchasing power amid high inflation and interest
rates. Consequently, we project a 7% yly contraction in the market for this year. We think that a possible installment limit
on white goods purchases made with credit cards, as Minister Mehmet Simsek signaled in his recent statements, may
exacerbate the sector's contraction. On the export side, total export shipments were down by 11% y/y as of 11M23 due to
weakened customer sentiment in a recessionary environment, primarily in Europe. The dishwasher category was the
weakest performer, with a 24% y/y decline, while and the refrigerator & freezer category contracted by 16% y/y. The
washing machine & Dryer and Oven categories were down by 3% y/y each. By considering the ongoing recessionary
headwinds, primarily in Europe, we do not expect an instant recowery. Yet through 2H24, postponed demand may lead to
some improvement. Finally, we remind you that a scenario of a strong EURUSD in 2024 is likely to support sector
profitability.

Exhibit 2: Turkey export volumes (mn units)
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Rated hold on a mixed outlook

We transfer our coverage for Arcelik due to the change in
responsible analyst, with a HOLD recommendation and a TP of
TL185/shr (previous: UR). 2023 has been quite a vital year for the
domestic sector, which grew by 15% y/y in 11M23. ARCLK also
managed to increase its domestic revenues (38% of total sales) by
98% yly in 9M23. Nevertheless, Int’l operations remained pressured
due to recessionary headwinds in Europe (again 38% of total
sales), declining by a limited 8% y/y in EUR terms. In 2023YE, we
expect 54% yly revenue growth and 82% y/y EBITDA growth on
consolidated basis. However, 2024 is likely to be more difficult due
to higher interest rates and affordability concerns with inflationary
impacts starting from 2H24. Although ARCLK shares have
underperformed the BIST100 by 15% in 2023 and the current
valuation incorporates some of these risks, we prefer to remain
cautious at this stage.

= Outlook seems mixed Low input costs of plastic and steel may
support margin performance for 2024. Also, appreciation of the
EUR/USD might further contribute to the margin. Considering these,
we foresee the EBITDA margin remaining at 10.5% in 2024.
However, we believe 2024 may be another year of negative cash
generation due to high amount of working capital requirement.

= Eyes on the UK Competition Authority The UK Competition
Authority (CMA) had launched an in-depth investigation into the
merger of Arcelik and Whirlpool Co. claiming that the transaction may
be expected to result in a substantial reduction of competition in the
UK. The statutory deadline for the Phase Il investigation is March
261 2024. Note that the EU competition watchdog has approved the
merger. In our view, any positive news on that front may attract
investor interest.

= Risks: i) Worsening macro conditions, ii) Depreciation of EURUSD,
iii) Delay to/cancellation of the merger.

Consolidated Financials and Multiples

(TLmn) 2022 A 2023E A 2024E A 2025E A
Revenue 133,916  96% 206,221  54% 313,051  52% 422,178  35%
EBITDA 11,859  73% 21,539 82% 32,862  53% 43795  33%
Net Income 4325  41% 4,233 2% 6,047  43% 9,370  55%
P/E (x) 11.0 208 14.8 95
EV/EBITDA (x) 6.5 6.7 5.1 41
EV/Sales (x) 0.6 0.7 05 0.4
EPS (TL) 6.4 6.3 8.9 13.9
Div. Yield (*) 3.2% 2.0% 0.9% 1.4%
FCF Yield -10.7% -13.7% -13.4% 1.5%

(*) yields are based on payment dates
Source: Company Financials, YKY Research

Transfer of Coverage
Turkiye / White Goods

Jan 16, 2024

Rating HOLD
Target Price TL185.00
Upside (Downside) 40%
Share Data

Ticker ARCLK.TI / ARCLK.IS
Close Price TL132.30
Current MCap. (TL/US$ mn) 89,399/ 2,978
Number of Shares (mn) 675.728205

Free Float 15%
3m Awg. Daily Turnover (TL/US$ mn) 500.47 / 17.47

Trading Range (High / Low) (TL)

1-month 132.30/ 122.50
1-year 175.00/ 83.70
Ytd 132.30/ 126.10

Absolute Relative
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3-month 17% -14%
1-year 34% -19%
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Kutluhan Murat Bulut
murat.bulut@ykyatirim.com.tr
+90 212 319 83 66
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Financial Summary (TLmn) 2021 2022 2023E 2024E 2025E
Income Statement

Total Revenues 68,184 133,916 206,221 313,051 422,178
Gross Profit 20,478 39,493 66,447 102,644 137,044
Opex -15,471 -30,945 -49,683 -75,632 -99,658
EBITDA (*) 6,853 11,859 21,539 32,862 43,795
Depreciation 1,846 3,311 4,775 5,851 6,409
Operating Income 5,008 8,548 16,764 27,012 37,387
Financial Income/Expense -3,660 -6,289 -8,928 -14,589 -18,654
Net Other Income/Expense 2320 2029 -2495 -4101 -5868
Profit (Loss) from Subsidiaries -45 -69 -72 -112 -144
Pre-Tax Income 3,623 4,218 5,268 8,209 12,721
Tax -372 505 -421 -1,231 -1,908
Minority Interest/Other -186 -398 -613 -931 -1,443
Net Income 3,065 4,325 4,233 6,047 9,370
Balance Sheet

Cash and Liquid Assets 16,015 24,529 37,378 37,046 49,645
Inventories 16,829 29,237 45,953 69,175 93,743
Accounts Receivable 23,412 34,193 67,799 102,921 138,798
Other Current Assets 3,340 4,027 7,000 8,750 10,938
Total Current Assets 59,595 91,986 158,130 217,892 293,123
Fixed Assets (**) 19,699 30,577 44,052 48,200 47,985
Financial and Equity Investments 11 39 49 61 76
Other Non-Current Assets (**) 5,775 9,640 16,641 21,296 25,108
Total Non-Current Assets 25,484 40,256 60,742 69,556 73,169
Total Assets 85,079 132,243 218,871 287,449 366,292
Short-Term Debt 13,044 35,229 52,230 67,143 90,548
Accounts Payable 19,669 30,928 57,441 86,469 117,178
Other Current Liabilities 7,788 13,203 21,331 32,381 43,669
Total Current Liabilities 40,502 79,359 131,003 185,993 251,395
Long-Term Debt 19,535 16,210 38,355 42,154 43,248
Other Non-Current Liabilities 3,986 9,568 11,768 14,634 17,562
Total Non-Current Liabilities 23,522 25,778 50,122 56,788 60,810
Minority Interest 1,672 2,158 3,283 4,958 6,687
Total Shareholders' Equity 21,055 27,106 37,746 44,668 54,087
Total Liabilities and Equity 85,079 132,243 218,871 287,449 366,292
Cash Flow Statement

Operating Cash Flow -3,750 431 -9,643 -8,119 -4,856
Investing Cash Flow -5,603 -7,202 -13,427 -14,748 -9,060
Financing Cash Flow 14,484 20,576 34,345 16,923 23,615
Dividends Paid -1,500 -1,500 -1,800 -847 -1,209
Free Cash Flow -7,565 -5,091 -12,038 -11,937 1,350
Net Debt 16,565 26,910 53,207 72,250 84,151
Key Ratios

Gross Margin 30.0% 29.5% 32.2% 32.8% 32.5%
EBITDA Margin 10.1% 8.9% 10.4% 10.5% 10.4%
Net Income Margin 4.5% 3.2% 2.1% 1.9% 2.2%
ROE 17.5% 18.0% 13.1% 14.7% 19.0%
Sales Growth 67% 96% 54% 52% 35%
EBITDA Growth 35% 73% 82% 53% 33%
Earnings Growth 8% 41% -2% 43% 55%
Net Debt-to-Equity (X) 0.8 1.0 1.4 1.6 1.6
Net Debt-to-EBITDA (X) 24 2.3 25 2.2 1.9

Source: Company Financials, YKY Research
(*) EBITDA= (Sales - COGS - Opex + Depreciation) Fully based on IFRS financials and might differ from company (**)
"Fixed Assets" include tangible plus intangible while goodwill is classified under "Other Non-Current Assets"

Jan 16, 2024 — Arcelik

Company Description

Arcelik, founded in 1955, Tirkiye's leading
household appliance manufacturer, is engaged
in the production and marketing of consumer
durable goods, consumer electronics, small
home appliances and kitchen accessories.

The company offers products and services in
more than 150 countries through 28 factories
spread across 9 countries (Turkey, China,
Romania, Russia, S. Africa, Thailand, Pakistan,
India, and Bangladesh), 52 subsidiaries, and
about 45,000 employees.

It is a dominant player in Turkish white goods
sector with more than 50% market share and a
significant white goods exporter, mostly to
Europe.

Arcelik has also sizeable operations in Pakistan

(Dawlance), South Africa (Defy), Bangladesh
(Singer) and a JV with Tata in India.

Ownership Structure

Free Float;
15,0%

Arcelik A.S
(Buyback
shares);
10,2%

Koc Group;
57,2%

Burla Group;
17,6%
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Research Rating and Important Disclosures
1. Important Disclosures

This research report was prepared by Yapi Kredi Yatirim authorized to engage in securities activities in Turkey amongst
other jurisdictions. Yapi Kredi Yatirim is not a registered broker-dealer in the United States and, therefore, is not subject to
U.S. rules regarding the preparation of research reports and the independence of research analysts. This research report
is provided for distribution to “major U.S. institutional investors” in reliance on the exemption from registration provided by
Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial
instruments based on the information provided in this research report should do so only through Kepler Capital Markets,
Inc. ("KCM”), a registered broker-dealer in the United States located at 600 Lexington Avenue, New York, NY 10022;
Compliance Department (212) 710-7625; Trading Desk: 212-710-7602; www.keplercheuvreux.com. Yapi Kredi Yatirim
maintains a Rule 15a-6 agreement with KCM. Under no circumstances should any (U.S. based) recipient of this research
report effect any transaction to buy or sell securities or related financial instruments through Yapi Kredi Yatirim.

KCM may accept responsibility for the contents of this research report, subject to the terms set out below, to the extent
that it is delivered to a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the
Financial Industry Regulatory Authority (“FINRA”) and may not be an associated person of KCM and, therefore, may not
be subject to applicable restrictions under FINRA Rules on communications with a subject company, public appearances
and trading securities held by a research analyst account.

A. Analyst Disclosures

The functional job title of the person(s) responsible for the recommendations contained in this report is Equity Research
Analyst unless otherwise stated on the cover.

Regulation AC: Analyst Certification: Each Equity Research Analyst(s) listed on the front-page of this report, principally
responsible for the preparation and content of all or any identified portion of this research report hereby certifies that, with
respect to each issuer or security or any identified portion of the report with respect to an issuer or security that the equity
research analyst covers in this research report, all of the views expressed in this research report accurately reflect their
personal views about those issuer(s) or securities. Each Equity Research Analyst(s) also certifies that no part of their
compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) expressed by
that equity research analyst in this research report. Each Equity Research Analyst certifies that he/she is acting
independently and impartially from the referenced company/shareholders, directors and is not affected by any current or
potential conflict of interest that may arise from any the companies’ activities.

Analyst Compensation: The research analyst(s) primarily responsible for the preparation of the content of the research
report attest that no part of the analyst'(s) compensation was, is or will be, directly or indirectly, related to the specific
recommendations expressed by the research analyst’s(s’) in the research report. The research analyst’(s) compensation
is, however, determined by the overall economic performance of Yapi Kredi Yatirim.

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are
employees of Yapi Kredi Yatirim. Equity Research Analysts employed by Yapi Kredi Yatirim, are not registered/qualified
as research analysts under FINRA/NYSE rules, may not be associated persons of a U.S. registered broker-dealer and
may not be subject to NASD Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies,
public appearances, and trading securities held by a research analyst account.

Please refer to www.yky.com for further information relating to research and conflict of interest management.
2. Additional Disclosures/Disclaimers
A. Additional Disclosures
This product is not for retail clients or private individuals. The information contained in this publication was obtained from

various publicly available sources believed to be reliable, but has not been independently verified by Yapi Kredi Yatirim.
Yapi Kredi Yatirim does not warrant the completeness or accuracy of such information and does not accept any liability



with respect to the accuracy or completeness of such information, except to the extent required by applicable law. This
publication is a brief summary and does not purport to contain all available information on the subjects covered. Further
information may be available on request. This report may not be reproduced for further publication unless the source is
quoted. This publication is for information purposes only and shall not be construed as an offer or solicitation for the
subscription or purchase or sale of any securities, or as an invitation, inducement or intermediation for the sale,
subscription or purchase of any securities, or for engaging in any other transaction. This publication is not for private
individuals.

Any opinions, projections, forecasts or estimates in this report are those of the author only, who has acted with a high
degree of expertise. They reflect only the current views of the author at the date of this report and are subject to change
without notice. Yapi Kredi Yatirim has no obligation to update, modify or amend this publication or to otherwise notify a
reader or recipient of this publication in the event that any matter, opinion, projection, forecast or estimate contained
herein, changes or subsequently becomes inaccurate, or if research on the subject company is withdrawn. The analysis,
opinions, projections, forecasts and estimates expressed in this report were in no way affected or influenced by the
issuer. The author of this publication benefits financially from the overall success of Yapi Kredi Yatirim.

The investments referred to in this publication may not be suitable for all recipients. Recipients are urged to base their
investment decisions upon their own appropriate investigations that they deem necessary. Any loss or other consequence
arising from the use of the material contained in this publication shall be the sole and exclusive responsibility of the
investor and Yapi Kredi Yatirim accepts no liability for any such loss or consequence. In the event of any doubt about any
investment, recipients should contact their own investment, legal and/or tax advisers to seek advice regarding the
appropriateness of investing. Some of the investments mentioned in this publication may not be readily liquid
investments. Consequently it may be difficult to sell or realize such investments. The past is not necessarily a guide to
future performance of an investment. The value of investments and the income derived from them may fall as well as rise
and investors may not get back the amount invested. Some investments discussed in this publication may have a high
level of volatility. High volatility investments may experience sudden and large falls in their value which may cause losses.
International investing includes risks related to political and economic uncertainties of foreign countries, as well as
currency risk. To the extent permitted by applicable law, no liability whatsoever is accepted for any direct or
consequential loss, damages, costs or prejudices whatsoever arising from the use of this publication or its contents.

Yapi Kredi Yatirim (and its affiliates) has implemented reasonable written procedures designed to identify and manage
potential conflicts of interest that arise in connection with its research activities, which are available upon request. The
Yapi Kredi Yatirim research analysts and other staff involved in issuing and disseminating research reports operate
independently of Yapi Kredi Yatirim Investment Banking business. Information barriers and procedures are in place
between the research analysts and staff involved in securities trading for the account of Yapi Kredi Yatirim or clients to
ensure that price sensitive information is handled according to applicable laws and regulations.

B. Country and region disclosures

United States: This communication is only intended for, and will only be distributed to, persons residing in any
jurisdictions where such distribution or availability would not be contrary to local law or regulation. This communication
must not be acted upon or relied on by persons in any jurisdiction other than in accordance with local law or regulation
and where such person is an investment professional with the requisite sophistication to understand an investment in
such securities of the type communicated and assume the risks associated therewith. This communication is confidential
and is intended solely for the addressee. It is not to be forwarded to any other person or copied without the permission of
the sender. This communication is provided for information only. It is not a personal recommendation or an offer to sell
or a solicitation to buy the securities mentioned. Investors should obtain independent professional advice before making
an investment.

Notice to U.S. Investors: This material is not for distribution in the United States, except to “major US institutional
investors” as defined in SEC Rule 15a-6 ("Rule 15a-6"). Yapi Kredi Yatirim maintains a Rule 15a-6 “chaperoning
arrangement” with Kepler Capital Markets, Inc. ("KCM"), which enables this report to be furnished to certain U.S.
recipients in reliance on Rule 15a-6 through US Broker-Dealers registered under the U.S. Securities Exchange Act of
1934, as amended. Each U.S. recipient of this report represents and agrees, by virtue of its acceptance thereof, that it is
a "major U.S. institutional investor" (as such term is defined in Rule 15a-6) and that it understands the risks involved in
executing transactions in such securities. Any U.S. recipient of this report that wishes to discuss or receive additional
information regarding any security or issuer mentioned herein, or engages in any transaction to purchase or sell or solicit
or offer the purchase or sale of such securities, should contact a registered representative of the US Broker-Dealer that
provided the report. Under no circumstance should you direct orders to Yapi Kredi Yatirim. KCM is a broker-dealer
registered with the SEC, a member of FINRA and SIPC. You can reach KCM, at 600 Lexington Avenue, New York, NY



10022, phone (212) 710-7606; Equity trading: 212-710-7602. Further information is also available at
www.keplercapitalmarkets.com. You may obtain information about SIPC, including the SIPC brochure, by contacting
SIPC directly at 202-371-8300; website: http://www.sipc.org.

Nothing herein excludes or restricts any duty or liability to a customer that KCM has under applicable law. Investment
products provided by or through KCM are not insured by the Federal Deposit Insurance Corporation and are not deposits
or other obligations of any insured depository institution, may lose value and are not guaranteed by the entity that
published the research as disclosed on the front page and are not guaranteed by KCM. Investing in non-U.S. Securities
may entail certain risks. The securities referred to in this report and non-U.S. issuers may not be registered under the
U.S. Securities Act of 1933, as amended, and the issuer of such securities may not be subject to U.S. reporting and/or
other requirements. Rule 144A securities may be offered or sold only to persons in the U.S. who are Qualified Institutional
Buyers within the meaning of Rule 144A under the Securities Act. The information available about non-U.S. companies
may be limited, and non-U.S. companies are generally not subject to the same uniform auditing and reporting standards
as U.S. companies. Securities of some non-U.S. companies may not be as liquid as securities of comparable U.S.
companies. Securities discussed herein may be rated below investment grade and should therefore only be considered
for inclusion in accounts qualified for speculative investment.

Analysts employed by Yapi Kredi Yatirim, a non-U.S. broker-dealer, are not required to take the FINRA analyst licensing
examination. The information contained in this report is intended solely for certain "major U.S. institutional investors" and
may not be used or relied upon by any other person for any purpose. Such information is provided for informational
purposes only and does not constitute a solicitation to buy or an offer to sell any securities under the Securities Act of
1933, as amended, or under any other U.S. federal or state securities laws, rules or regulations. The investment
opportunities discussed in this report may be unsuitable for certain investors depending on their specific investment
objectives, risk tolerance and financial position.

In jurisdictions where KCM is not registered or licensed to trade in securities, or other financial products, transactions may
be executed only in accordance with applicable law and legislation, which may vary from jurisdiction to jurisdiction and
which may require that a transaction be made in accordance with applicable exemptions from registration or licensing
requirements.

The information in this publication is based on sources believed to be reliable, but KCM does not make any
representation with respect to its completeness or accuracy. All opinions expressed herein reflect the author's judgment
at the original time of publication, without regard to the date on which you may receive such information, and are subject
to change without notice.

KCM or their affiliates may have issued other reports that are inconsistent with, and reach different conclusions from, the
information presented in this report. These publications reflect the different assumptions, views and analytical methods of
the analysts who prepared the report and Yapi Kredi Yatirim. Past performance should not be taken as an indication or
guarantee of future performance, and no representation or warranty, express or implied, is provided in relation to future
performance.

Other countries: Laws and regulations of other countries may also restrict the distribution of this report. Persons in
possession of this document should inform themselves about possible legal restrictions and observe them accordingly.

The investment information, comments and advices given herein are not part of investment advisory activity. Investment
advisory services are provided by authorized institutions to persons and entities privately by considering their risk and
return preferences. Whereas the comments and advices included herein are of general nature. Therefore, they may not
fit to your financial situation and risk and return preferences. For this reason, making an investment decision only by
relying on the information given herein may not give rise to results that fit your expectations. This document is not
addressed specifically to any particular individual or entity with similar financial situation, risk and return preferences.
There aren’t any promises or guarantees for providing a certain predetermined yield. All comments and advices are
based on predictions, estimates and price targets. Changes in market conditions in time may cause changes in
comments and advices in question. The extension and contents of investment instruments and transactions that are
suitable to you are determined according to appropriateness test result. Appropriateness test is conducted to determine
whether the customer has adequate knowledge and experience for understanding the risks of product or service, for the
purposes of assessing whether the product or service marketed by the investment firm or requested by the customer is fit
and proper for that customer. Any information, comment or advice herein, may not be compatible to your risk group and
return preferences determined by the appropriateness test. For this reason, making an investment decision without
determining your risk group and only by relying on the information given herein may not yield outcomes that fit to your



purpose, knowledge and experience. All information enclosed in this e-mail and document has been obtained from
sources believed to be reliable and accurate but which without further investigation cannot be warranted as to their
accuracy or completeness. For this reason, Yapi Kredi Yatinm Menkul Degerler A.S. cannot be held responsible for
incompleteness and inaccuracy of such information. It is possible that individuals employed by Yapi Kredi Yatirrm Menkul
Degerler A.S. elsewhere or affiliates of Yapi Kredi Yatirnnm Menkul Degerler A.S. may disagree with the recommendations
or opinions in this document. Unavoidable conflicts of interest that are based on reasonable causes, and relationships
that can affect objectivity may be borne between Yapi Kredi Yatirrm Menkul Degerler A.S. shareholders, employees and
parties directly or indirectly related to shareholders and employees and clients, due to market functioning. From time to
time, Yapi Kredi Yatinm Menkul Degerler A.S. and any of its directors, officers, employees or representatives, directly or
indirectly, may have positions or otherwise be interested in any transactions, in any securities, or in any commodities
mentioned. In case of such conflicts, Yapi Kredi Yatirrm Menkul Deg@erler A.S. shall act upon the Conflicts of Interest
Policy published on its website.This document is for the use of addressees only. It may not be copied or distributed to any
other individual without the written consent of Yapi Kredi Yatirnm Menkul Degerler A.S., or used for commercial purposes.





