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2022: A Year Where Anything Can Happen

Humanity hasbeen making predictions for thousands of years. Once uponatime, wars were waged
according to prophecies, although fortunately in modern times predictions have become rooted in
more tangible ideas. Indeed, nowadays those predictions are overwhelmingly made by machines,
mostly in areas regarding consumption. The advertisements we watch, the holidays we take, the
vehicles wedrive,and thefood we eat are seriously affected by these algorithmsthat many are not
even aware of. Even as you read thisreport, many algorithms on your mobile phone, computer, and
security software in the subwayare busily predicting your next move...

We may not compete with machineswhenit comesto computational skills, but our brain is actually
a pretty powerful predictor. When someonethrows a ball at us, it is extremely difficult for us to
immediately feed that action into a parabolic curve equation. And yet we can accurately predict
wheretheball willland. The humanbrain is greatat making such predictions, butwe are notso good
at long-term forecasts. For example, as soon as we realize that the thing in our garden we have at
first glance mistaken for a stick is a snake, we have no problem escaping any potential bite. On the
otherhand, we cannot predictwhere the snake will be thenexttime we go outto thegarden. In fact,
we almost alwaystendto makethe wrong guess, opting to keepaway fromwhere we saw the snake
last. This is one of the reasons why Nassim Taleb argues in Black Swan that, "We are really putting
too muchpredictability on the unpredictable".

The main problem in the markets is that the economic and stock models are also “biased”. We
assumethat modelsthat have predicted the future somehow correctly in thepastwillalsopredict it
correctly today. But being human also requires acting unpredictably, whereby models need to be
updated frequently. This isthelesson we have learned fromthe extraordinary events weexperienced
in 2020and 2021: We make predictions withthe informationwe have, but allthese predictions can
turn onadime as conditionschange.

2022 is another such year. Again... Since we see a high probability of many different scenarioson a
global and local scale coming to the fore in 2022, we consider it more appropriate to focus on the
early monthsoftheyearinstead of adoptingtoasingle scenarioand making year-end forecasts and
recommendations. For this reason, we will be keeping our investors informed at shorter intervals
throughout the year.

So, what kind of marketsdo we expect in the near term? The world has concludeda difficult period.
The second half ofthe year, whenhumanity startedto adaptto the post-Covidera, actually gave us
some good signals about how 2022 might unfold. First of all, the main topic of 2022 worldwide wil
be inflation. While supply-side inflation was persistent in all economies due to production and
logistical challenges during the peak period of the pandemic, demandinflation started to makeitself
felt this time with the ongoing recovery. The monetary authorities began torespondto this threatby
cutting off monetary easing and raising interest rates. The timing and scale of these practices will
determinethedirectionofworldmarketsin 2022.

Developing countries cannot be expected to follow a very different direction in a world where
developed countries are undergoing through monetary tightening. For this reason, we will continue
to see similar policies in many developing countries depending on the Fed's moves in 2022. At this
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point, the real question is whether developing countries can continue to attract money in such an
environment. Accordingtothe Institute of International Finance (lIF), there was a total of USD366 bn
portfolio inflows to the developing countries in the first 11 months of 2021. When we look at the
second halfoftheyear, itis seenthat therate ofinflows hasdecelerated, which we can attribute to
both the interest rate hike expectations in developed countries and concerns over how developing
countries will face this problem. It is clear that these question marks will continue at least over the
coming months, whereby fund flows to developing countries will remain below those of previous
years forawhile.

As the world economy enters such a period, we follow a different road in the Turkish economy. We
seethat the macroeconomicbalancesandvolatility inthemarkets have not fully settled down as yet,
where methods different from traditional policies are being applied. Turkey aims to become an
economy producing current accountsurpluswiththe neweconomic model. This requires theTL to
be at competitive levels, and so we expect the policy rate to be kept below inflation in the coming
period. In such an environment where the TL will have difficulty in appreciating, we will see that the
CBRT will seek to manage exchange rates with interventions from time to time. However, since it will
be difficult to maintainthis withlimited FX reserves, the bulk of the efforts will be directed to keeping
the FX demand of domestic investors under control by providing FX-protected deposits, forward
exchange rates to institutional investors, and by diversifying products such as inflation indexed
deposits/bonds.

Wethinkthat the FX protected TL deposit scheme will be a serious alternative for TLinvestors in the
coming period due to the optionincluded. We should note here that as Turkish inflation is likely to
continue rising over the coming months, the interest rate applied to the FX protected TL deposits
may be updated; it is currently limited with the CBRT policy rate +300 basis points (total of 17%
currently).

Ontheother hand, Borsa Istanbul will againbe our favorite local market in2022. The BIST-100 index
started to risefollowing theinterest rate cuts in the last quarter of 2021, and 2022's theme will be
the same: Companies that export have a long foreign exchange position, plus the power to reflect
any TL depreciation ontheir sales prices, will be popular again thisyear. However, one difference of
2022 from 2021is that we are nowin a high inflation environment, and therefore this time we will see
companies that manage their cash position and debts well joining the club. We expect banking
stocks, which gave a weak performance in 2021 and were at their historically cheapest levels
compared to peer countries, to see serious activity fromtime to time, due to decreasing volatility
levelsinthe TLand positivefinancial results expectations.

Of course, there are manyrisks thatmay yet change the scenario we are presenting. The primary risk
inthe neartermis the emergence of newandmore dangerousvariantsin theepidemic, causing a re-
closure ofeconomies. Andwhileinflation in global marketsis increasing muchfaster than expected,
the heaviness of central banks may lead to a tendency of risk avoidance in all markets. Likewise,
tensionbetween Russiaand Ukraine turningintoahot war, or the emergence of various geopolitical
risks as in Kazakhstan, may also create selling pressure in the markets. Domestically, any
strengthening of expectations thatthe June 2023 elections will be brought forward may create sales
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pressure duetoconcernsover public finances. Insuchascenario, volatility may againincrease, while
the markets face difficultyin seeingthe wayahead.

Wewish allourinvestors ahappy, healthy, successful and prosperous2022!
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ECONOMY

Inflation remains high in 2022

Domestic andforeigndemand, whichexceededexpectations, led to avery highyoy GDP growth
of10-11% in 2021. Dueto highcommodity pricesthroughoutthe year, supply constraints led by
the ongoing effects of Covid-19, strong demand and the significant depreciation of the TL
towards the endoftheyear,yoy CPlinflationrose to 36.1%, its highestlevel of recentyears.

Takinginto account the cumulative costeffects and the price hikesin energy, transportation and
tobacco products announcedin thefirst days of the year, we expect yoy CPl inflation to continue
rising in the first months of 2022. We think that inflation, which would remain high throughout
theyear, could decline towards the end of the year due to the base effect.

We expect the growth trend to decelerate due to normalized domestic demand and market
uncertainties, and be close toits potentialin 2022.

In 2022, we expect the improvementin the current account balance to continue, thanks to the
strong global growth trend, robust demand from our main trade partners, and the support of
recovery in tourism revenues. Although energy imports stay elevated due to the high course of
energy prices, we estimate that imports may follow a balanced course because of weakening
domesticdemand.

Considering the official statements, we understand that the room extended with the positive
performancein public finance in 2021 will be utilized in 2022. We estimate that the budget
deficit/GDP ratio will increase with salary rises and support to social benefits and commercial
enterprises. In addition, newinstruments thatcould be introduced in theupcoming period within
the new economy programcould put further pressure on the budgetdeficit and public debt.

Accordingto the Financing Programfor 2022 prepared in line withthe 2022 budget approved by
the parliament, the domestic debt rollover ratio will increase relative to 2021. In 2022, the
domesticdebtrolloverratiois projected at 103%, whileborrowing frominternational marketsis
expected to be USD11billion. Central government total external debt redemption including
interest for 2022is estimatedat USD12.8 billion.
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GDP Growth Contributors GDP Growth Indicators
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Cash Budget Balance /GDP (12 months)

Domestic Debt Roll-Over Ratio
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In 2021, when risk appetite continued in global stock markets, those of developed countries
outperformed the emerging markets by 24.6%. In the year in which emerging markets
performed relatively poorly, the BIST recorded a 25% return in TL terms, while a 31% decline
was recorded in US$ terms. In the year in which tighter financial conditions are adopted and
the importance of Fed actions for emerging markets will increase, volatility may be seen
occasionally due to foreign sources. However, we expect the opportunities presented by
Borsa Istanbul to continue, where profitability is maintained in export companies, share
buybacks increase, and the USD basis is traded at close to the lowest level of the past 13
years.

a The discounted outlook in the Turkish stock market continues. Deposit rates, which
declined after the CBRT's interest rate cuts, made the BIST the address for investors seeking
returns last year. Although rising interest in BIST provided a 60% return in TL terms in the
October-December period, the discounted outlook among emerging markets did not change.
Currently, the 12-month forward looking BIST P/E (5.7x) is trading at a 52% discount compared
to the MSCI EM P/E ratio. The 2-year average discount is 54%, and the 5-year average discount
46%.

P/E Discount of MSCI Turkey to MSCI EM Selected Country P/E Multiples
-20% i { = ]
) MSCI DM [ & ]
-30% Yunanistan [ % e |
0 Mexican - [ o |
“40% wsci v 1 [ ]
' a i Poland [ » |
50% | ' V'W'lh s | EECEETE—
v Peru [ e x|
- 0,
60% J_ _________________ ™M s B
70% Brasil o x|
DR X R 2009 O F 5§ N Egypt [
5 Y = ¥ 9 o N o 4 S 6 0 = Turkey 1 G
(@] o O O O — o = O o o Rus [@ < |
P/E Discount 5Y Average +1std dev T 10 1s 20 2
-Istddev = = = +2stddev = = = 2stddev Current P/E *® ovearave [ S vear Min-Max
Source: Bloomberg, Garanti Securities Source: Refinitive Datastream, Garanti Securities
PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST THREE PAGES OF THIS REPORT. 8

Turkish Markets Strategy 14.01.2022



(\])
9

Garanti BBVA Research | Investment Advisory

Securities

The change in the investor profile, which started in 2020, continued in 2021. The number
of domestic accounts, which increased by 65% in 2020, reached 2,341,923 on arise of 18.5% in
2021. New IPQO’s, reaching a value of 21 billion TL, increased the interest of domestic investorsin
the BIST. If negative real interest rates continue in 2022, share buybacks and new IPO’s may be
supportive of domestic investors. Against the risk of short-term volatility, we recommend
monitoring the correlation between the consensus BIST100 index expectation and deposit rates
during the year.

IPO’s on BIST by Years (TRY mn) BIST-100 & Deposit Interest
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The equity size of foreign investors approached the lowest levels of the past 13 years.
Foreign investors' inflows to the BIST continued to weaken in 2021 as well. That investor group,
which completed 2020 with net sales of approximately US$4.4 billion, also realized sales of
US$1.3 billion in 2021. In the year when emerging markets performed relatively negatively, the
total equity size of foreign investors in the BIST was US$ 18.4 billion, approaching the US$ 16.6
billion level of 2008. We are of the opinion that downside risks have decreased due to the
historical low level of the BIST in US$ terms and the historically low positions of foreign investors.
We think that there should be a decrease in the country risk premium at the point of new money
inflow.

BIST-100 (USD) & Foreign Transactions (Yearly) Share Stocks of Non-Residents & Turkey CDS (5Y)
6000 90.000 1000
450

4000
800
70.000
2000 350
600
0 50000
20 400
-2000
30.000
150 200
-4000
-6000 50 l0,000mw'\me: mqmwr\oomo&r'\lo
IV IBLEE8Is 2T 0Oy SRS RO = e i e i i N
SRS SSSSRVR’RR/RRIRRRESN 85066506 °P0000000058505
. Foreign Transactions (Yearly) e B|ST-100 (USD, rhs) == Share Stocks of Non-Residents (USDmn) ~ ===Turkey CDS (5Y, rhs)
Source: BIST, Garanti BBVA Securities Source: CBRT, Bloomberg, Garanti BBVA Securities
PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST THREE PAGES OF THIS REPORT. 9

Turkish Markets Strategy 14.01.2022



3% Gal’anti B BVA Research | Investment Advisory

Securities

a After the highest margin period of the past 10 years. We preferred a more cautious approach
in 2021, as the BIST Market Value/GDP ratio is approaching the peak levels it has tested over the
past 15 years. The difference between the lowest and highest levels of the BIST-100 index
reached the highest level of the past 10 years at 91%. After a year of high volatility, we see that
the BIST/GDP ratio is approaching the level that we follow as 23% to 20%-15% and we argue
that medium-term buying opportunities have increased. We will continue to evaluate
opportunities in light of the volatility experienced throughout the year.

BIST Total Market Cap / GDP BIST-100 (TRY, Weekly)
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a Here are the scenarios that we highlight in terms of current opportunities and risks in a
year when the phrase "something changes, everything changes" may frequently be
encountered:

We anticipate that the negative real interest rate environment will be significant in the first
quarter of 2022. We expect the BIST to maintainits attractiveness before the last quarter
balance sheet period of 2021, while the discount compared to emerging markets is
preserved, and appears to be supported by company financials. In this perspective,
positive pricing may continue towards the 2140-2170 and 2300-2400 levels, especially
for stocks with strong balance sheet expectations. If there is no fundamental change in
global risk appetite in the first quarter of the year, we expect the pullbacks to provide a
buying opportunity in the 1900-1700 range.

The theme of economic growth may continue in the global outlook. The tight monetary
policies expected in the first quarter of 2022, the Fed policies abroad, and the moves to
fight inflation in the country may spell a fluctuating trend. In this period, we evaluate the
overshoot levels as the ranges of 17700-1600 and 2700-2900 on the basis of the 12-Month
BIST-100 target price level (2652) and deposit interest correlation of our Research
department. We will remain focused on any possible opportunities in our evaluations.
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Particularly high volatility was in evidence in the last quarter of 2021, inaddition to the sharp
depreciation in the TL, which eliminated the possibility of making predictions about the
currency. Due to thesetwo factors, domestic individual investors especially tended to buy foreign
currency at every opportunity. The key reasons for the depreciation of the TL were the global
appreciation of the USD and the lower interest rate policy implemented in the domestic markets.
Amongthese factors, the themeofthe strong USD will remain onthe agendathis year too, due tothe
inflation dynamics in the US. We anticipatethatthe CBRT will continue to keepthe policy rate below
theinflation rate withinthe scope ofthe new economic model. At this point, we can see that the FX
preference of domesticindividual investors continues, as thereal returnof the TL willremainlow.

Ontheotherhand, rather thanasharpdepreciation in the TL over the coming months, as in 2021, we
are morelikely to seeacontrolledrise. The basis of this beliefis the products introduced overrecent
weeks aimed at curbing the FX appetite of domesticinvestors. We estimate that the corporate
demand for FX will continue this year due to need (debt payment, import cost, etc.). However, the
products mentioned can ensure that volatility in the TL remains significantly lower thanin the last
period of 2021.

For a permanent and sustainable appreciation of the TL in the short term, foreign currency inflows
from abroad must be provided. However, we can say that thedemand for TL from foreign investors
will also be weak, since those investors are not showing interestin TL denominated investment
instruments, except for very short term opportunities. The swap balance, which was located in the
TL, had decreased to USD3.5bn by the end of 2021. We think that this swap balance, which has
already decreasedconsiderably, will add no additional momentumtoTL volatility unless we observe
unexpectednew negative events.

The net reserves of the CBRT, which decreased due to foreign exchange interventions and
foreign outflows, mayincreaseagain this yearwith tourism revenues and rediscount credits.
The official total amount announced in five direct CBRT interventions in December was USD7.3bn.
We expect the CBRT to focus on strengthening its reserves in 2022 following these interventions,
which brought the reserve debatebackto the agenda. First of all, with the positive contribution of the
TL, whichis at a competitive level with the sharp depreciation in 2021, significanttourism revenues
can be obtained in the coming summer period. In addition to the possible contribution of tourism
revenues toreserves, the USD16.6bn forecast fromrediscount creditsin 2022 willenter the CBRT's
net reserves. In 2021, the contribution of rediscount credits to CBRT reserves was USD21bn.
Asumingno movement inthereserves for any other reason, grossreserves canbe expectedtoreach
approximatelyUSD128bnby theend oftheyear.

PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST THREE PAGES OF THIS REPORT.
Turkish Markets Strategy 14.01.2022 11



St Garanti BBVA

Securities

Research | Investment Advisory

At this point, let us remind you that the CBRT has a total USD400mn FX short position in VIOP
(January, February and March maturity). Thus, over the coming months, the CBRT may prefer to
increaseits positionsin the VIOP instead of direct marketinterventions.

Performance of EM Currencies against USD Jan-Sep

Performance of EM Currencies against USD Oct-Dec
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Contribution of Rediscount Credits to FX Reserves in 2021 Contribution of Rediscount Credits to FX Reserves USD Mn
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RATES

In 2021, domestic borrowing costs rose due to inflation dynamics, whilethe average maturity
of the bond stock was extended. Asofthe endof 2021, the average maturity of domestic borrowing
was 10.9 monthsin zero-coupon bonds (11.8 monthsin the previous year), 47.5 months in fixed
income (26 monthsin the previous year), and 53.5 months in cash borrowing (34 months in the
previous year). Domestic borrowing costs increased from 9.60% to 17.94% in zero-coupon bonds,
from 10.46% to 17.53% in fixed income, and from 8.82% to 14.64% in cash borrowing. While the
domesticdebtrolloverratiowas90.1% in 2021, it was at 145%in 2020.

Depending on inflation movements, there may be a slight steepening in the yield curve.
Monetary policy is likely to remain loose to support high employment and high growth. From this
point of view, we expect no significant upward movement on the short side of the yield curve,
assuming that there is no increase in the CBRT funding rate. However, it is possible for long term
interest rates to increase slightly in line with inflation expectations. At this point, we foresee bond
yields remaining at more advantageous levels comparedto deposits.

TL Bond Yield Curve and 2022 Q1 Est. % Benchmark Bond and Deposit Rates up to 3 Months %
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*Our own estimate of the yield curve for Q1 isincluded in the chart.
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Givensignals that peakinflation is behind us, both domestic and foreign investors may show
more interest in Turkish bonds. Although the inflation outlook is negative for the first months of
the year, the market will focus on where inflation will peak for the period after mid-year. And if the
market is convinced that inflation has peaked and will start to decline, an important buying
opportunitymay arisein the TLbonds. Thus, foreigners may show more interest in bonds, and their
bondshare, at 3.6%, may begin toincrease.

The effect oninterest rates of the CBRT's direct bond purchase from the market may be felt
to a limited extent. According to the Monetary and Exchange Rate Policy for 2022, the CBRT will
beabletoholdtreasurybonds upto 5% ofthetotal asset sizeinits balance sheet. According tothe
latest data, the CBRT has a securities portfolio with a nominal value of TL64bn. If we compare the
CBRT's asset size, the minimum securities amount for this year (we do not know how much the
balance sheet can grow, and calculate based on the current size) wouuld have an TL85bn nominal
value. TL64bn already exists on the balance sheet. A portion of TL15.5bn is due withinthe year. In
addition tothis, new purchasesof TL20bncan be made. In other words, we conclude that the CBRT
may buy a total TL35bn of bond purchases this year. Since this is a small share in total Treasury
borrowing, its impactoninterestrates maynotbe particularlyfelt.

FX protected TL deposits may generate additional borrowing needs for the Treasury. Since
the introduction of the FX protected TL deposit product on December 21, the total value of
applications has reached TL108bn. Accounts opened during this period will be evaluated at the
average opening USDTRY level of 12.72. At the end of thethree month period, the periodic return will
be 4.25%. With this yield, the breakeven USDTRY level becomes 13.26 at maturity date. In other
words, anything above this level means additional interest expenditurefor the Treasury. For example,
if the USDTRY level is 14 at maturity date, the Treasury will pay an additional interest of
approximately TL6bnto the productownersoverabalance of TL108bn. Thisyear, the Treasury has
a domestic debt service of TL39Tbn. TL142bn of this amount is interest payments. Therefore, with
the effect of FX protected TL deposits, the Treasury may plan to issue an additional amount to roll
overthetotaldomestic debt thisyear.

Sample return analysis of aninvestoropening a FX protected TL deposit.

Maturity Expiration
Starts Date
. Annual Annual Interest Quarterl
Maturity = 3 Months 11.01.2022 11.04.2022 Interest Rate Earned Returny
Probability 1 USDTRY 13,80 13,60 17% 17,0% 4,25%
Probability 2 USDTRY 13,80 14,38 17% 17,0% 4,25%
Probability 3 USDTRY 13,80 14,50 17% 20,3% 5,07%

Source: Garanti BBVA Securities

Increasing the deposit limit to 50% in money market funds may lower interest rates in the
deposit market. While the interest rate in the money market is 14%, whichis the CBRT policy rate,
theinterestratesin depositsare around 20%. Therefore, increasing the deposit upper limit in money
market funds from 25% to 50% means that approximately TL14bn additional deposits will be created
in TL53bn of total money market funds (investment and pension funds). Thus, a slight decrease in
depositratesmay be observed.
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The amount of Open Market Operations in total CBRT funding is TL419bn and the share of
swaps with banks is USD48bn. There is a statement in the 2022 Exchange and Monetary Policy
text to the effect that the share of swaps in total funding will be reduced this year. However, we do
not expect the CBRT funding structure to change for now, as this would alsoreduce foreign exchange
reserves.

Interest in CPI linked bonds is at high levels, especially in this period when inflation is
expectedto rise. Inthese conditions, with bond yields at around 25% and deposit rates at around
20%, the demand for CPI linked bonds is high due to the expectation of an increase in inflation.
However, sincethesebonds have already beenboughtdue toinflationary expectations, theirliquidity
in the market is quite low. Therefore, we anticipate that high demand at the Treasury's CPI linked
bond auctionsto takeplacein the January-March period.

Turkish eurobonds offervalue forinvestors who already have foreign currency. Withthe Fed's
rate hikes, the difference between theUS bond yieldsand Turkey Eurobondyields may decrease to
some extent. Duetoprevailing highinflationdynamics, the Fed is expectedto increase funding rates
by three orfour25 bpsincrementsthisyear. Thistightening would also cause an upward movement
in the US bond yields. If the Fed increases the funding rate by 25 bps three times (75 bps in total),
the US T10Y interest rates may rise by a similar amount during the year. Rising global USD funding
costs would normally create selling pressure on Turkish eurobonds. However, in the last quarter of
2021, CDS premiums increased considerably due to Turkey's internal dynamics. Therefore, should
we witnessnonew CDS volatility thisyear, US bond yields may not be expectedtoraise our eurobond
yields by much.

The CBRT hasstarted to implement an annual commission of 1.5% onthe required reserves of banks'
FX deposits in order to encourage the transitionfrom FX to TL. This move willincrease banks' USD
depositcosts by 40bps. As aresult of thisadditional cost, banks have reducedtheir already low FX
depositrates. Therefore, Turkisheurobonds are the most attractive optionforinvestorsholding FX.
Ontheyield curve,3-5yearsinthe shorttermand7-9yearsin the mediumterms seemreasonable.
From this perspective, we consider the March 2025, January 2026, March 2027, April 2029, and
January 2031 eurobonds attractive..

Turkey CDS Yield Curve - Bps Turkey 10Y Eurobond and US10Y Bond Yield %
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8,00
600 250
7.00
500 200 600
400 5,00
150
300 4,00
100 3,00
200
2,00
50 MW
100 1,00
- 6o -
mmm Difference bps-(Rhs) 31.12.2021  ====(01.10.2021 Eu

Source: Bloomberg, Garanti BBVA Securities
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Turkey Eurobond Yield Curve %

Turkey 5YCDS+USBY Yield and Turkey 5Y USD Yield %
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Model Portfolio

We foresee a positive outlook for equity market in 2022. We think that the growth momentum
will be strong especially in banks, commodity-based production companies and sectors with strong
exports and FX linked earnings. Thus, we maintain our positive view on BIST. We think that the most
important risk on our expectation is a sharp decrease in production and loss of employment due to
the pandemic. In the domestic market, we think that the rapid economic recovery after the pandemic
will continue with a lesser extend, and that the strong industrial production data and increasing
external demand conditions will support the financial indicators of the companies. The main
determinants of 2022 will be; i) loan conditions turn positive on the commercial side, especially with
the steps taken by the regulator, ii) the attractive TL will be supportive for producers and exporters,
and iii) the still strong domestic consumption which we expect to continue.

Low real interest rate environment and attractive valuation seem to be two important
arguments for stock market investors. Basically, we think two strong arguments are supportive
for the stock market; i) low real interest rate environment, ii) high discount limiting downside
potential. In recent years, the share of the foreigners has decreased from 65% to 40% in stock
market and the domestic investors started to dominate the market. Yet, despite the recent uptick in
depositratesto 20% level, there is still a negative return on deposit market for domestics. Therefore,
the stock market will remain attractive with the hedges it provides against inflation. The second
important issue is that the high discount levels that our stock market has reached in recent years
limit the downside potential. Our stock market is traded with a 52% discount on P/E basis compared
to EM peers. Considering the P/E multiplier, which we expect to converge at an average of 8x in
currentinterest conditions, and 15% net earnings growth in the medium term, we think that the 2,650
levels for the index are fair. Our index target which is derived from company cash flows is close to
this level.

We prefer stocks that have strong demand conditions, FX linked revenue structure and that
are attractive in terms of valuation. The weight of banks in our model portfolio is 2pp above the
market and 16%. We like Akbank and Yapi Kredi, which have strong fundamentals in terms of capital
and liquidity with solid asset quality. In addition, we find Koc Holding attractive, whose NAV discount
has increased to 33% recently. We also include Tupras and Turkish Airlines in our model portfolio
in order to take the benefits of after pandemic era along with attractive valuation. On the food retail
side, which was positively affected by the inflationary environment, Migros is our top-pick. In
addition, due to strong demand conditions and FX revenues, Arcelik, Sisecam and Tofas are
included in our model portfolio. Eregli, on the other hand, is expected to be the most prominent share
of the dividend payment period.
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Our Model Portfolio consists of two banks and seven non-banking stocks, adding up to nine stocks in
total: AKBNK (%7), ARCLK (10%), EREGL (%10), KCHOL (%11), MGROS (%11), SISE (%11),
THYAO (%11), TOASO (%10), TUPRS (%10), YKBNK (%9).

= AKBNK: Strong capitalization and FX liquidity

a ARCLK: Expected increase in overseas revenues with Hitachi and Whirlpool

= EREGL: Solid business model, strong net cash position and bulk cash dividend expectation
= KCHOL: Huge discount to NAV
a MGROS: Improved net cash position and online sales contribution

= SISE: Strong demand and weak TL supportive, despite energy costs

= THYAO: Expectations of recovery in passenger traffic and strong cargo revenues
= TOASO: Strong dividend, take or pay contracts and solid export volume

= TUPRS: Strong 2022 prospects
= YKBNK: The recovery agenda on ROE continues

Model Portfolio Performance 2021

49.7%

25.8%

19.0%

Model Portfolio ‘ BIST-100 Index Relative

Stock Recom. WZJ\QrTcagget Upside  Weights ‘;i‘::?f
AKBNK opP 10.10 32% 7%  01.10.2021
ARCLK opP 70.00 36% 10% 14.01.2022
EREGL opP 41.33 31% 10% 04.01.2022
KCHOL opP 42.90 30% 1% 13.07.2021
MGROS opP 59.66 37% 1% 14.01.2022
SISE OoP 20.10 32% N% 18.11.2021
THYAO OoP 36.00 34% MN% 14.01.2022
TOASO OoP 1m.20 34% 10% 04.01.2022
TUPRS oP 248.50 31% 10% 17.09.2021
YKBNK oP 5.05 30% 9%  04.01.2022

Source: Garanti BBVA Research
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-2% Strong capitalization and FX liquidity

0% Expected increase in overseas revenues with Hitachi and Whirlpool

2% Solid business model, strong net cash position and bulk cash dividend expectation

10% Huge discount to NAV

0% Improved net cash position and online sales contribution

19% Strong demand and weak TL supportive, despite energy costs

0% Expectations of recovery in passenger traffic and strong cargo revenues

-6% Strong dividend, Take or pay contracts and solid export volume

19% Strong 2022 prospects

5% The recovery agenda on ROE continues
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Akbank Current/Target Price: TL7.63 /7 10.10 Upside Potential: 32%

Summary Financials & Ratios 19.20

(TLmn) 2019 2020 2021E 2022E 16.00

Net Income 5,417 6,267 10,752 13225 12.80

Total Assets 360,502 446,101 589,381 542,485 228

Sh's Equity 54,382 62919 71127 80,926 3.20

Loans/Deposits 91% 94% 95% 97% 0.00

NIM 41% 41%  32%  34% SIIIJI L83 HTEAR

Cost/Income 35% 33% 35% 35% 5883882560 0o o ="

Valuation Multiples TAKBNK ——BisToo

P/E 73 6.3 37 30 Akbank stands out among private banks with its strong capital

P/BY 07 06 06 05 adgquacy anc! FXliquidity. Akpank, which has.a solid core capital

ROAE 1% 1% 15% 15% ratio of 16%, is the pgst positioned bank agalnst. exchange rqte

ROAA 19% 2 0% 520 520 movements.. In addition, the company has a solid asset quality

T ——— Y structure, Wlth total Group I and.Group I Ipans share of 15%.

The company is the best performing bank with a net cost of risk

Relative Performance: Imth — 3mths  12mths  : st 52bps in the first 9M21. According to our 2022 forecasts,
3% 1% 19%  Akbank trades with 0.5P/BV and 3.0x P/E at a discount of 15%

Beta 089 and 20%, respectively, compared to the average of the last 5

Weight in BIST 100 24% years. We think the company's strong fundamentals deserve

52 Week Range (TL): 468-8.22 petter multiplier levels. Our net income growth expectation for

Market Cap (TLmn): 39,676  Akbank in 2022 is 23%.

Average Daily Vol (TLmn) 3 mth: 1081.4

YTD TL Return(%): 6

Free float (%): 42

Arcelik Current/Target Price: TL51.55 /7 70.0 Upside Potential: 36%

Summary Financials & Ratios 60.00

(TLmn) 2019 2020 2021E 2022E 50.00

Net Sales 26904 31942 65674 119,947 40.00

EBITDA 2727 3294 7,122 13,092 ggigg

Net Income 852 925 3,202 6,928 10.00

EBITDA Margin 10.1% 10.3% 10.8% 10.9% 0.00

Net Margin 32% 29%  49%  58% SISy HRS

Valuation Multiples 5 S g—gAREK = __o BETIO((D) ©c - 7

P/E 40.9 37.7 10.9 5.0 _ _

EV/Sales 18 15 07 04 We expect more moderate growth onthe domestic demand side

EV/EBITDA 179 148 6.9 37 in 2022, and the export S|d¢ will be more .supportl.ve': of the

EPS (TL) 126 137 474 1025 sector.i The share of forelgn. currency in Argellk s total

Dividend Yield 0% 0% % 10% consolidated revenues is approxmately 70%, while the share of

Euro and USD is in the range of approximately 35%~40% of the

Stock Market Data 12.01.2022 4421 On the cost side, the share of Euro and USD is

Relative Performance: Imth 3mths  12mths 455 oximately 65%. The upward movement of the EURUSD
3% 7% 24% parity has a positive effect on Arcelik's gross profitability. The

Beta: 092 depreciation of the TL has a positive impact on exports. We

Weight in BIST 100 21% assume the share of foreign revenues approaching 80% with the

52 Week Range (TL): 29.12-55.05 Hitachi and Whirlpool acquisitions. Arcelik's dividend policy is to

Market Cap (TLmn): 34,834 distribute at least 50% of the distributable income for in cash

Average Daily Vol (TLmn) 3 mth: 263.7 and/or bonus shares. We calculate a 50% payout ratio, implying

YTD TL Return(%): 7 agrossdividend of TL2.37 in 2022.

Free float (%): 25

PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST THREE PAGES OF THIS REPORT.

Turkish Markets Strategy 14.01.2022

19



N
oo

Eregli Demir Celik

Summary Financials & Ratios

(TLmn) 2019
Net Sales 27,015
EBITDA 8,630
Net Income 5,598
EBITDA Margin 31.9%
Net Margin 20.7%
Valuation Multiples

P/E 19.7
EV/Sales 4.0
EV/EBITDA 12.6
EPS (TL) 1.60
Dividend Yield 0%
Stock Market Data

Relative Performance:

Beta:

Weight in BIST 100

52 Week Range (TL):

Market Cap (TLmn):

Average Daily Vol (TLmn) 3 mth:
YTD TL Return(%):

Free float (%):

Koc Holding

Summary Financials & Ratios

(TLmn) 2019
Net Sales 142,470
EBITDA 13,540
Net Income 5,537
EBITDA Margin 9.5%
Net Margin 3.9%
Valuation Multiples

P/E 15.2
EV/Sales 39
EV/EBITDA 415
EPS (TL) 218
Dividend Yield 0%
Stock Market Data

Relative Performance:

Beta:

Weight in BIST 100

52 Week Range (TL):

Market Cap (TLmn):

Average Daily Vol (TLmn) 3 mth:
YTD TL Return(%):

Free float (%):

Garanti BBVA

Securities

Current/Target Price:

2020 2021E 2022E
27,465 62,635 104,850
5,458 25,693 41,302
3317 16,557 26,942
19.9% 41.0% 39.4%
12.1% 26.4% 25.7%
333 6.7 4.1
4.0 1.7 1.0
19.9 4.2 2.6
0.95 473 7.70
0% 13% 25%
12.01.2022
Tmth 3mths 12mths
12% 23% 78%
0.97
6.7%
12.59 - 33.6
110,530
1524.3
12
48
Current/Target Price:
2020 2021E 2022E
152,907 235,025 282,030
10,696 39,010 46,800
4,391 12,550 15,060
7.0% 16.6% 16.6%
2.9% 5.3% 5.3%
19.1 6.7 56
37 24 2.0
52.6 14.4 12.0
1.73 495 594
0% 2% 3%
12.01.2022
Tmth 3mths 12mths
-1% 4% 16%
1.31
51%
17.09 - 37.72
83,938
602.8
17
22

Research | Investment Advisory

TL31.58 /7 41.33 Upside Potential: 31%

40.00
35.00
30.00
25.00
20.00
15.00
10.00
5.00
0.00

01.20
02.20
10.20
12.20
02.21
04.21
06.21
08.21

10.21

1n.21

—— BIST100
We like Erdemir for its solid financial structure, strong dividend
payment policy and high profitability. The company's product
portfolio is important for export sectors including automotive
and white goods, moreover product price hikes is a pass
through. Following a strong rally in steel prices in 2021, we
expect some normalization in 2022 thanks to the decline in raw
material prices. In the mid-long term, we expect iron ore to
remain at US$100-110/ton and gross profitability to remain
strong at high double digits. We expect Erdemir to continue to
record strong financial results in 2022 as well, thanks to
sustainable demand growth in Turkey. Erdemir is trading at 2.6x
EV/EBITDA according to our 2022 forecasts and is at adiscount
compared to its global peers. Our estimate of EBITDA per ton is
US$220/ton in 2022.

TL33.10 /7 42.90 Upside Potential: 30%

50.00
40.00
30.00
20.00
10.00

0.00

01.20
02.20
04.20
06.20

$ 08.20
10.20

12.20
02.21
04.21
06.21
08.21
10.21

1.21

P
o

- BIST100

We have a positive expectation for Koc Holding due to; i) the fact
that the NAV discount has increased to 33%, which is the
highest level we have seen in recent years, ii) the commitment
to the banking sector with rising share in Yapi Kredi which we
find extremely positive for asset allocation iv) a balanced
portfolio structure, strong demand conditions and companies
that will perform well for the post-pandemic period.

In the last 3 months, the company lagged behind its subsidiaries
and increased its discount, but we think that the volatility decline
in the exchange rate will increase the interest in Koc Holding
together with the interest of institutional investors. In addition,
we think that the share buyback program also limits the
downside potential.
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Migros

Summary Financials & Ratios

(TLmn) 2019
Net Sales 18,717
EBITDA 1144
Net Income -836
EBITDA Margin 6.1%
Net Margin n.m.
Valuation Multiples

P/E n.m.
EV/Sales 0.6
EV/EBITDA 9.3
EPS (TL) -4.61
Dividend Yield 0%

Stock Market Data
Relative Performance:

Beta:

Weight in BIST 100

52 Week Range (TL):

Market Cap (TLmn):

Average Daily Vol (TLmn) 3 mth:
YTD TL Return(%):

Free float (%):

Sise Cam

Summary Financials & Ratios

(TLmn) 2019
Net Sales 15,550
EBITDA 3,384
Net Income 2,289
EBITDA Margin 21.8%
Net Margin 14.7%
Valuation Multiples

P/E 20.3
EV/Sales 3.2
EV/EBITDA 14.9
EPS (TL) 0.75
Dividend Yield 0%

Stock Market Data

Relative Performance:

Beta:

Weight in BIST 100

52 Week Range (TL):

Market Cap (TLmn):

Average Daily Vol (TLmn) 3 mth:
YTD TL Return(%):

Free float (%):

Research | Investment Advisory

Securities
Current/Target Price: TL43.70 / 59.66 Upside Potential: 37%
60.00
2020 2021E 2022E 50.00
22865 35522 50342 ;‘8-88
2,136 2,810 3,667 20.00
-461 144 775 10.00
9.3% 7.9% 7.3% O.OOO 6 6 6 6 6 6 = — = — - -
n.m. 0.4% 1.5% ggggggggggggg
——— MGROS —— BIST100
n.m. 54.9 10.2 . . . o
05 03 0.2 The hegatlve Qet FX position, Whl(.:h had suppressed net profit in
50 38 ’ previous periods, turned pos!tlve as of Fe'bruary 2021.
Moreover, net debt of 623mnTL in 9M20 turned into 449mnTL
'2;/‘:’ O;iz 4(')202 net cgsh in 9M21. Accordingly,. the company isin a positioh to
earn interest income and pay dividends in the upcoming period.
12.01.2022 | 4ddition, online sales increased by 99% in 9M21 on an annual
Imth  3mths  12mths  pagis and its share in total sales rose to 14.5%. We expect a
1% -4% 26%  greater contribution from online channels with the synergy
090 created by the new subsidiary. As of 4Q21, we reflected the
0.5%  Competition Authority's administrative fine, which decreased to
3122-51.35 TL388mn with early payment, to our valuation. We add MGROS
7912  to our model portfolio based upon our belief that the company
152.8 can achieve rapid new store openings and sustainable
15  profitability in upcoming period despite the regulatory challnges
19 Inthe sector and due to the attractive valuation.
Current/Target Price: TL15.19 7 20.10 Upside Potential: 32%
20.00
2020 2021E 2022E 15.00
18,059 31,221 42,304
3,831 7,433 9,440 10.00
1905 6,226 7,456 5.00
21.2% 23.8% 22.3% 0.00
105%  199%  176% SSS§S88]IGTEHEA
O 0 & & & = — O O O o «— <
——— SISE —— BIST100
24.4 75 6.2
2.8 16 12 We like the company's diversified business structure, both
131 6.8 53 geographically and in terms of product range, helping to
0.62 203 243 mitigate risk. Sise Cam benefits from the weakness of the TL
0% 204 29, thanks to its export capability and FX-based revenue stream.
12.01.2022 Sise Cam's international operations constitute 72% of its
Imth 3mths  12mths CcONsolidated revenues as of 3Q21. 10% depreciation of the TL
4% 8% 500, CONtributes more than TL850mn to Sise's net profit. The share
105 of natural gas in the total cost of goods sold in Sise Cam's Turkey
operations is around 10% as of 9M21. By our calculations, a 10%
28% . . . , .
6791771 rise in naturgl gas tariffs affects Slse Cam's consolidated
EBITDA margin by 0.7-0.8 points. With the support of strong
46,530 demand, especially in the architectural glass segment, the
18824 company reflects the increasing costs to its product prices.
14 with rapid new store openings and sustainable profitability.
35
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Turkish Airlines

Summary Financials & Ratios

(TLmn) 2019
Net Sales 62,853
EBITDA 11,400
Net Income 4,045
EBITDA Margin 18.1%
Net Margin 6.4%
Valuation Multiples

P/E 9.2
EV/Sales 25
EV/EBITDA 13.7
EPS (TL) 293
Dividend Yield 0%
Stock Market Data

Relative Performance:

Beta:

Weight in BIST 100

52 Week Range (TL):

Market Cap (TLmn):

Average Daily Vol (TLmn) 3 mth:
YTD TL Return(%):

Free float (%):

Tofas Otomobil Fab.

Summary Financials & Ratios
(TLmn) 2019
Net Sales 18,603
EBITDA 2,533
Net Income 1,330
EBITDA Margin 13.6%
Net Margin 7.2%
Valuation Multiples
P/E

EV/Sales
EV/EBITDA

EPS (TL)

Dividend Yield
Stock Market Data

Relative Performance:

311
24
18.0
2.66
0%

Beta:

Weight in BIST 100

52 Week Range (TL):

Market Cap (TLmn):

Average Daily Vol (TLmn) 3 mth:
YTD TL Return(%):

Free float (%):

Garanti BBVA

Research | Investment Advisory
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Current/Target Price: TL26.88 /7 36.0 Upside Potential: 34%
40.00
2020 2021E 2022E 30.00
75,118 94,754 176,242
11,993 23,956 34,778 20.00
4,535 4,781 7,361 10.00
16.0% 25.3% 19.7% 0.00 6 6 6 6 6 6 6 = — = — - -
6.0% 5.0% 4.2% O T S S AR T S 0 O S
O 0 & 8 8 =2 —~ O O O o =
——— THYAO —— BIST100
E;? Z:i Z:Z We think that the rise in the number of cases will increase the
130 65 45 number of peovple vaccinated and Vth.at Qmicron will no Ionggr be
an important risk factor for the aviation industry after the winter
3(‘)2; 3;2 5;2 season. We gxpegt tourism-priented trayel, Whi;h has become
more attractive with the rapidly advancing vaccination process
12.01.2022 514 the depreciation of the TL, to have a positive impact on the
Imth  3mths  12mths  gector. THYAO is in our model portfolio due to our expectation
21% 29% 57% of recovery in passenger traffic with the tourism season,
136 combined with its strong cargo revenues and positive impact of
22% TL weakness. Cargo revenues remained strong due to container
109-269 problems and higher freight prices. THYAQO's cargo revenue
37,094 more than doubled in 9M21 compared to 2019. While
25027 approximately 90% of THYAO's revenues are in foreign
34 currency, the figure is 76% in costs. Therefore, THYAO benefits
50 from the weakness of the TL.
Current/Target Price: TL82.85 / 111.20 Upside Potential: 34%
100.00
2020 2021E 2022E 80.00
18,897 27,206 46,419 60.00
2,480 4,289 6,063 40.00
1,482 2,887 4,583 20.00
13.1% 15.8% 13.1% 0.00 6 6 6 6 6 6 6 & & & o o
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28.0 14.3 9.0
24 1.7 1.0
18.3 106 75 We like Tofas for its strong dividend structure, its Take or Pay
296 577 91 agreements and high export volume. In 2022, we predict an
0% 4% 6%  annual contraction of 6%. Domestic market dynamics do not
12:01.2022 i dicate strong growth, yet we are more positive on the export
mth 3mths  12mths o0t as new investments, new product launches (mainly hybrid
-9% 1% 76% models) and/or new collaborations may be on the agenda. The
1.30 company's cost structure maintains profitability in volatile
25%  times. Tofas also distributes regular dividends. We expect the
27.68-94.5 growth in the domestic market to come from low-priced vehicles
41425 with high local content, in which Tofas is the market leader. It
3447 would not be a surprise for us to hear about new collaborations
9 between Tofas and Stellantis in 2022.
24
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Current/Target Price: TL189.20 / 248.50

Investment Advisory

Summary Financials & Ratios

(TLmn) 2019 2020

Net Sales 88,552 89,601

EBITDA 8,539 3,807

Net Income 3713 526

EBITDA Margin 9.6% 4.2%

Net Margin 4.2% 0.6%

Valuation Multiples

P/E 12.8 90.1

EV/Sales 0.6 0.6

EV/EBITDA 6.6 14.9

EPS (TL) 14.83 2.10

Dividend Yield 0% 0%

Stock Market Data

Relative Performance: Tmth
2%

Beta:

Weight in BIST 100

52 Week Range (TL):

Market Cap (TLmn):

Average Daily Vol (TLmn) 3 mth:

YTD TL Return(%):

Free float (%):

Yapi Ve Kredi Bankasi

Summary Financials & Ratios

(TLmn) 2019 2020

Net Income 3,600 5,080

Total Assets 387,496 459,732

Sh's Equity 41,188 47,564

Loans/Deposits 97% 109%

NIM 3.3% 3.8%

Cost/Income 35% 33%

Valuation Multiples

P/E 9.1 6.5

P/BV 0.8 0.7

ROAE 9% 12%

ROAA 1.5% 1.8%

Stock Market Data

Relative Performance: Tmth

6%
Beta
Weight in BIST 100
52 Week Range (TL):
Market Cap (TLmn):
Average Daily Vol (TLmn) 3 mth:
YTD TL Return(%):
Free float (%):

2021E
154,350
8,261
2,183
5.4%
1.4%

217
0.4
6.9

8.72
0%

3mths
4%

2021E
10,230
515,200
56,669
106%
3.0%
35%

32
0.6
19%
2.1%

3mths
1%

2022E
300,227
19,268
6,633
6.4%
2.2%

7.1

0.2

29

26.49
13%
12.01.2022
12mths
30%

1.25

2.9%
85-206.3
47,379
958.6

23

49

Current/Target Price: TL3.88 /7 5.05

2022E
12,788
575,007
68,125
106%
3.3%
35%

2.6
0.5
19%
2.1%
12.01.2022
12mths
-8%
0.97
2.0%
207-4
32,775
1313.9
15
18

Upside Potential: 31%
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= TUPRS = BIST100

We expect Tupras to remain a defensive name in the coming
period with solid financial recording. We like the company due to
i) improvementin middle distillate product margins, ii) attractive
crude oil differentials, iii) strong EBITDA and net income
generation. Demand for refinery products is expected to reach
pre-Covid-19 levels by the end of 2022. We expect Tupras to
create a sustainable EBITDA of US$1.0-1.1 billion in the
upcoming period. The stock has been an outperformer in 2021
and outperformed BIST-100 since Januaary. We still find its
valuation attractive. The company trades at a discount
compared to its counterparts from 2.9x EV/EBITDA and 7.1x
P/E according to 2022E.

Upside Potential: 30%
6.00
5.00
4.00
3.00
2.00
1.00
0.00

01.20
02.20
04.20
12.20
02.21
04.21
06.21
08.21
10.21

1n.21

- BIST100

Yap! Kredi is trading with 0.5x P/BV and 2.6x P/E, according to
our 2022 forecasts. When we compare the multiples with their
peers, we still see a 6% discount despite the strong
outperformance against banking index in the last year.
Considering the rapid recovery in the company's ROE in the
recent period, we think that Yapi Kredi should be traded at a
higher premium compared to its peers. The ROE of the bank has
realized at around 19% in 9M21. We expect the bank to achieve
a solid margin performance in the coming period, especially with
the CPI-linked bonds, which have a weight close to 10% in its
balance sheet. The cost/income ratio converging to 30% and
better margin performance compared to peers will continue to
be the mostimportant factors that will support the improvement
in return on equity.
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SECTOR UPDATE

Banking

Bank balance sheet performances continue to be strong. Looking at the performance of banks
on the fundamental side, the positive balance sheet developments we expect to see in the second
half of the year continue. According to the BRSA October and November data, the net income
average of the last quarter is 20% higher than the previous quarter. In particular, we have seen sharp
decreases in deposit costs with November, which is positive for the NIM of banks. In addition, rising
exchange rate volatility positively affects the trading income of banks. However, the depreciation of
TL also affects banks negatively due to foreign currency-related provision expenses. In particular,
the rapid increase in provision expenses in November data is due to the TL depreciation. Therefore,
we can clearly state from the movements of the banking index in the recent period that the banking
sector has benefited the most from the decrease in the volatility in TL. Therefore, movements in TL
will continue to be the most important determinant in both the balance sheet and the outlook of the
banking index. In addition, CPI linked bonds continue to support margins bothin 4Q21and the impact
of these instruments, which have a weight of approximately 7% in the balance sheet, will remain
significant in the upcoming period.

New deposit products can reduce the structural maturity mismatch problem of the banking
sector. 51% of the banking sector's total deposits have a maturity of less than one month, and 91%
of them have a maturity of less than three months. On the loan side, it is possible to say that the
average maturity is close to 12 months. Therefore, the banking sector has a balance sheet structure
that is adversely affected by interest rate volatility as well as the exchange rate volatility mentioned
above. We think that the minimum maturity of 92 days in “Foreign Currency Protected TL Deposit”
instruments opens an important window of opportunity for the banking sector. We expect deposit
maturities to be lengthened in the coming period. The CBRT also announced a certain incentive
mechanism for returns from FX deposits, according to which required reserve interest payments will
be made and commission incentives will be applied to the amounts converted from foreign currency
deposits to TL deposits. The CBRT announced that it has decided to charge an annual commission
of 1.5% for deposits held in foreign currency. This commission will not be charged for banks that
achieve a certain level of conversion to TL. According to our calculations, this commission increases
banks' FX deposit costs by 40bps. Banks pay an average of 80bps interest on dollar deposits, so
some of this cost will have an impact on lowering FX deposit interest rates.
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The balance sheet expectations will be an important factor that will shape the performance
of banking index in January. In the first 3 days of February, Akbank, Garanti and Yapi Kredi will
announce their 2021 year-end balance sheets, respectively. Banks normally held their analyst
meetings in the first week of the year, where they shared their 2022 projections and budget
forecasts, but the radical effects of the volatility experienced in the last days of December on macro
expectations caused these meetings to be postponed to February. We think that banks are expecting
a margin increase of 30-50bps and a risk cost of around 150bps in 2022. The inflation outlook will
have a serious impact on these expectations. In addition, we expect a loan growth of 20-25% to be
expected in the sector.

The recent valuation metrics are confirming the attractive level that we have been talking
about for a long time. Banks are trading at 3.1x P/E and 0.4x P/BV based on the 2022 forecasts,
and these multipliers implies 65% and 59% discounts compared to their EM peers. It is worth noting
thatthese levels are attractive levels in terms of valuation. While the industrial index closed 2021 with
areturn of 46% due to the positive revenue effect of TL depreciation, the return of the banking index
was limited to only 3% in this period. We think that stabilization in TL and decline in volatility will have
positive impact on the banking index in the upcoming period. The foreign share of the banking index
has decreased by 7pp and fell to 43% in 2021, and we think that the stabilization in TL will increase
foreign interest. We continue to maintain Akbank (AKBNK) and Yapi Kredi (YKBNK) in our model
portfolio.

Banking Index 12m forward P/E Banking Index 12m forward P/BV
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Airlines

We have a positive stance on the aviation sector. We expect tourism-oriented travel, which has
become more attractive with the rapidly advancing vaccination process and the depreciation of
the TL, to have a positive impact on the sector. Omicron, the latest variant of Covid-19, is more
contagious than other variants, causing a sharp increase in the number of cases worldwide. On
the other hand, we think that the increase in the number of cases will increase the number of
people vaccinated and that Omicron will no longer be an important risk factor for the aviation
industry after the winter season.

The travel restrictions around the world have not been completely lifted. The increase in the
number of people vaccinated will have a direct impact on the aviation sector. Passenger traffic,
which was approximately 209mn in 2019, is expected to rise above the 2019 figure in 2023.
Furthermore, the sharp depreciation of the TL may have a reducing effect on the number of
passengers traveling abroad from Turkey. On the other hand, considering that holiday plans
abroad are generally made in the 1st and 2nd quarters, the absence of a new Covid variant and
the decrease in the effect of the Omicron variant may increase the flow of foreign passengers to
Turkey due to the depreciation of the TL.

THYAO is in our model portfolio due to our expectation of recovery in passenger traffic with the
tourism season, combined with its strong cargo revenues and positive impact of the TL
weakness. Cargo revenues remained strong due to container problems and higher freight prices.
THYAOQ's cargo revenue more than doubled in 9M21 compared to 2019. While approximately
90% of THYAO's revenues are in foreign currency, the figure is 76% in costs. Therefore, THYAO
benefits from the weakness of the TL. We have an Outperform (OP) recommendation for PGSUS.
Pegasus' business model is based on effective cost control and generating revenues from
passenger transportation and various products and services associated with passenger
transportation. Pegasus has updated 42 of its 100 aircraft order as A320NEO and 58 as
A32INEO. In the first nine months of 2021, 4 A320NEO aircraft joined the Pegasus fleet. It is
expected that 20 A32TNEO will join the fleet in 2022. The fact that the new aircraft consume less
fuel and have a greater seat capacity will provide a cost advantages to the company. The average
number of seats at Pegasus, which was 190 in 2020, will increase to 216 in 2025.
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Automotive

The depreciation of TL and the decreasing purchasing power could lead to some contraction in
automotive demand in 2022. We have seen steep price increases as a result of increasing raw
materials and sudden depreciation of TL which led to to price increases by the end of 2021.

The automotive sales growth contracted uninterruptedly starting from June mainly as a result of
high base effect,. Still the bulk contractions at the end 2021 was due to increased volatility and
uncertainty. In 2022, we estimate a PC and LVC market size of approximately 690k units (720
thousand units with heavy commercial vehicles) implying a total contraction of 6.5% yoy.

Turkish Automotive Market in Years (Unit)
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Source: Automotive Distributor’s Data, Garanti BBVA Securities

Not only price increases, but also semiconductor supply problems have had animpact on vehicle
availability in 2021. The global chip shortage will continue to be an issue in 2022 and is not
forecasted to end before 2023.. However, supply issues could start to improve starting from the
second half of 2022 as more capacity come into stream.

While the domestic market dynamics do not point to a strong growth, we are more enthusiastic
for export volume as new investments, new product launches (mainly hybrid models) and/or
new collaborations could be on the agenda. We expect total exports to close 2021 with 935k
vehicles. For 2022, we are more bullish. Our estimates point to an annual export volume growth
of ¢. 5-10%, implying 1.0-1.1mn vehicle exports. The automotive industry comprised 13% of
Turkey's total exports in 2020. Europe is an important destination account
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a We like both Tofas and Ford Otosan as we believe both companies will be able to sustain
profitability in 2022.

Ford Otosan: We expect the company to continue leading the Turkish automotive industry
on the back of i) strong sales performance both at home and in export markets in the
commercial vehicle segment, ii) a growing e-commerce business that will support volume
growth in 2022, iii) the outcome of collaboration between Ford Motor Co. and Volkswagen,
which will fuel growth in the medium to long term, iv) its solid margin generation and v) its
sustainable dividend distribution policy.

Tofas: The cost and sales model protected with Take or Pay and cost plus agreements puts
the company in an exceptional positions where profitability remains solid even in hard times.
The company is also a strong dividend play. We expect the growth in the domestic market to
come from locally produced compact size vehicles where Tofas is a market leader. We may
also expect to hear additional collaboration from Stellantis in 2022.

Ford Otosan/Tofas/BIST performance
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Durables

We have a positive stance on the consumer durables sector. We think that the export capability
of the sector may come to the forefront with the weak TL. The consumer durables sector, which
had difficulties in TH20 due to the Covid-19 pandemic, reached a double-digit domestic sales
volume in 2H20 with the support of deferred demand and low-interest on white goods loans
thanks to gradual elimination of epidemic measures. While we expect more moderate growth on
the domestic demand side in 2022, the export side will be more supportive for the sector. And
although we consider the increase in raw material costs a risk factor that may suppress the
sector's profit margins, we believe that its export capability may come to the fore with the
depreciation of the TL.

The share of foreign currency in Arcelik's total consolidated revenues is approximately 70%,
while the share of Euro and USD is in the range of approximately 35%~40% of the total. On the
cost side, the share of Euro and USD is approximately 65%. The upward movement of the
EURUSD parity has a positive effect on Arcelik's gross profitability. The depreciation of the TL
has a positive impact on exports, but could have a negative effect where prices cannot be
increased due to domestic demand conditions. Despite uncertainties in the course of the TL and
inflationin 2022, Arcelik may continue to increase domestic prices and reflect the cost increases
to prices in order to maintain its market leader position and maintain its profitability.

Arcelik acquired Whirlpool's Turkey operations and Hitachi's operations outside the Japanese
market in 2021. We expect that Hitachi will further strengthen Arcelik's presence in the Asia-
Pacific region. We assume the share of foreign revenues approaching 80% with the Hitachi and
Whirlpool acquisitions.

Arcelik's dividend policy is to distribute at least 50% of the distributable income for in cash
and/or bonus shares. The company distributed a cash dividend of TL 1500mn (53% dividend
distribution rate, gross TL 2.2198 per share) from its 2020 distributable net profit on 29 March
2021. We calculate a 50% payout ratio, implying a gross dividend of TL2.37 in 2022. Within the
scope of the share buyback decision taken on 1 July 21, Arcelik acquired 36.7mn shares,
corresponding to 5.4356% of its paid-in capital, and is still able to purchase 30.8mn shares within
the scope of the share buyback.

Domestic and Export Sales (mn Unit)
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Source: White Goods Manufacturers Association (TURKBESD), Garanti BBVA Securities
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Petroleum Products

a Covid-19 was again dominant in 2021. Starting from 2Q21, the increased number of vaccination

has
the

substantially lowered the risks. On the consumption front, demand has largely returned to
pre-pandemic levels. EIA expects an average 97.5mn b/d global consumption in 2021, while

forecasts a 3.3mn b/drise in global consumption in 2022. We see an upward surge both in diesel

and

jet spreads thanks to significantly geared transportation and manufacturing activities. The

OPEC and its allies agreed to stick to plans to raise oil output by 400,000 barrels per day (bpd)
from December 2021, We, therefore do not envisage a strong oil production increase in 2022 and
onwards.

a Our

2022 Brent oil price estimates hover at USD75/bbl (from USD69/bbl) in line with the EIA

estimates. EIA says, growth in production from OPEC+, U.S. tight oil, and other non-OPEC

cou

Tupras-

16.00
12.00
8.00
4.00
0.00

(4.00)

Sour

ntries will outpace slowing growth in global oil consumption and contribute to Brent prices.
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We expect Tupras to remain a defensive name thanks to: i) recovering middle distillate crack
margins, ii) better crude differentials, iii) stronger EBITDA and net income generation. The
recovery in the refining margin environment and the pace of a declining pandemic with rising
vaccinations supporting demand dynamics will be a key success factor for Tupras’ improving
financial performance. Demand is expected to reach its pre-Covid levels by the end of 2022.
We expect Tupras to return back toits sustainable EBITDA generation of USD1.0-1.1bnin the
upcoming period. We calculate a net refinery margin hovering at USD4.77/bbl in 2021 in line
with the USD4.5-5.0/bbl range.
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Petrochemicals

a 2021 was a profitable for petrochemicals industry, whichiis driven strong demand, a sequence of
global unplanned outages (IDA Hurricane) globally, capacity cuts, and the global crisis in
container availability. Naphtha-Ethylene prices hovered at an average of c. USD583/ton in 2021,
11% above its 5-year average of USD525 per ton. This margin level indicates solid profitability for
petrochemical companies, yet we see a downside risk on the rising oil prices, hence naphtha
prices.

= We anticipate some normalization both in demand and in margins in 2022 and expect spreads to
remain at USD485-525 per ton level throughout the year. This margin level although lower on a
yoy basis indicates solid profitability for petrochemical companies, and hence we believe that
Petkim will be able to record again strong earnings. In terms of growth we expect some slowdown
in the global industry growth.

Naphtha Ethylene Spread(USD/Ton) Platts Petrochemicals Index (USD/Ton)

1,600 1,300
1,400
1,200
1,000

800

1,100

900

700

500

0 300

20020000999 RNNNNN 22222233 ]R38NNTNA

S0 BN O M5 N == 0WN O = 088838 cgownac=-s38853«F

©Scoooo~-03g883 00000~ © © © © o ooo ©
e==Fthylene e===NAF-C-MED SPREAD

Source: Petkim, Garanti BBVA Securities

= We also note that the third installment payment (USD240mn), and hence the share transfer
agreement to acquire an 18% indirect stake in STAR refinery will be made at the end of 2022
as Petkim has stated. We expect this share purchase agreement to add value to Petkim in
the long run, although for the short term it may put pressure the company’s financials.
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Retail

Due to the Covid-19 pandemic, food retailing has faced extraordinary demand. The sector has
been able to meet this demand during this period. Thanks to the rise in vaccination rates, in the
third quarter of 2021, normalization began to be observed in the sector as well as in the wider
world. The sector's growth trend continues with rapid new store openings. The fact that
organized retail continues to get a share from traditional retail also supports growth. In 2020,
discount markets grew by 32% and supermarkets by 22%. The negative working capital
requirement, being relatively less affected by interest rates and exchange rate volatility, and
increasing basket volumes during high inflation periods make the sector highly defensive in this
period. Meanwhile, the Competition Authority has decided to impose administrative fines on
chain stores within the scope of the exorbitant price investigation. By our estimations for BIMAS,
MGROS and SOKM; we assume that the penalties will be paid with a 25% discount for early
payment, and that this payment will be made in the last quarter of 2021.

We highlight BIMAS and MGROS. Despite the increased popularity of online sales channels,
BIMAS's proximity to its target audience makes up for this gap. In addition, the company aims to
be present in the online channel with its new FILE format. To sum up, we expect BIMAS to gain
more value given the sector’s potential for positive divergence in the inflationary period, the
continuation of strong organic growth with the contribution of the new format FILE operation,
and the low-risk and regular income-generating business model.

The basis of our appreciation of MGROS is its remarkable financial transformation. MGROS
discontinued its overseas operations to concentrate on domestic business. Accordingly, the
negative net FX position, which had suppressed net profit in previous periods, turned positive as
of February 2021. The company’s debtis also decreasing. There will also be greater contributions
from the online channels thanks to the synergy to be created by new subsidiary Digital Platform.
Considering all of the above, we argue that MGROS should be added to portfolios.
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Steel

a Following a marginal growth of 0.1% last year, the World Steel Association expects global steel
demand to further rise in 2022. According to Association, steel demand will rise 4.5% year-on-
year to 1.86 billion tons in 2021 and see a further growth of 2.2% to 1.9 billion tons in 2022.
Meanwhile, Turkey's steel demand is expected to exceed 36mn tons in 2022.

= Thecurrentforecast assumes that with the progress of vaccinations across the world, the spread
of coronavirus variants will be less damaging and disruptive than seen in previous waves as said
inthe October report of Association. World-steel projected the steel demand of China, the world's
biggest steel user, and producer, to contract by 1% in 2021 as its economy lost its strong
recovery momentum after this July. In 2022, steel demand is expected to stand still in China, with
the real estate sector remaining depressed.

= Steelprices haveincreased significantly in 2021. Turkish HRC and CRC prices have sky-rocketed,
hovering at USD981 per tonand USD&45 per ton, respectively at the end of 9SM21. The HRC prices
averaged at USD530 per ton in 2020. With the fall in iron ore prices we see some retreat in the
current price levels.

Iron Ore Price (USD/ton) Product Price Change (USD/Ton)
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= Ironore prices now hover at USD101/ton down from a record high level of USD239/ton level
seenin May 2021.We expect the current iron price level to be maintained in the long-run.

= We expect the steel producers Erdemir and Kardemir to continue to enjoying solid margins
in 2022 as well, thanks to the sustainable demand growth. We have an outperform
recommendation for both Kardemir and Erdemir and they feature on our top-pick list.
Accordingly, Erdemir and Kardemir trade at 4.6x and 4.2x 2022E EV/EBITDA, respectively
at a discount compared to global peers. Our 2022 EBITDA per ton estimate hovers at
USD220/ton for Erdemir and by USD145/ton for Kardemir.

PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST THREE PAGES OF THIS REPORT.
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Telecommunication

We have a neutral stance on the telecom sector in 2022. Although the Covid-19 pandemic has
increased data usage, digital services and online channels and habits, we are concerned that high
inflation and increasing costs will not be reflected in prices quickly due to contract subscribers.

In Turkey 66.5% of mobile subscribers were postpaid and 33.5% were prepaid subscribers as of
30Q21. The higher weight of postpaid subscribers among total subscribers may cause operators
to reflect high inflation and increased costs to their prices with a delay. In addition, the sharp
depreciation of the TL may cause operators to record FX losses in the last quarter despite rising
hedge ratios. Turkcell remains the market leader in terms of subscriber number with a market
share of 41.0%, followed by Vodafone (31.5%), and Turk Telekom (27.5%) in 3Q21. We expect
tough market conditions to prevent operators from price and market share competition and
foresee operators focusing on seeking price increases and greater profitability.

We expect news flow related to the infrastructure sharing and joint investment arrangements to
become more intense due to the depreciation of the TL and the FX-based Capex. Total (all
mobile and alternative operators”) fiber infrastructure in Turkey rose by 10.1% yoy to 455k km as
of 3Q21. Turk Telekom (TTKOM, N/R) owns approximately 77.6% of the infrastructure. We
consider infrastructure sharing and joint investment arrangements key factors in reducing total
capex and increasing efficiency, rather than each operator building its own infrastructure, which
might be an important catalyst for Turkcell.

Turkcell in November 2021 decided to evaluate alternatives for a partial stake sale in its fully-
owned subsidiary Turkcell Odeme ve Elektronik Para Hizmetleri A.S. which offers payment
solutions under Paycell brand. The decision has been taken to provide resources to the company
pursuant to the strategy of scaling up its overall business by accelerating growth in existing and
potential markets. News flows regarding Paycell could support Turkcell shares. In addition,
negotiations started at the end of December for the sale of 55% of Turk Telekom's shares held
by LYY Telekomunikasyon A.S.to Turkey Wealth Fund. These developments may prove
important for the sector.

Average Revenue Per Users (ARPU - TL) Market Share by Number of Subscribers
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FX Sensitivity Analysis

a Amongour coverage; ASELS, KOZAL, EREGL, THYAO, SISE, ENKAI, TUPRS, AYGAZ, and KORDS
benefit from weakness in the TL.

Reporting Latest announced Share of FX in Share of FX in Net FX Position Mcap Net Cash

LELF Currency financials revenues costs (TL mn) (mnTL) (mnTL)
SISE o 2021/09 67% 62% 7,683 46,530 -3,751
ARCLK o 2021/09 70% 65% -2,026 34,834 -13,973
TCELL i 2021/09 3% 7% -12,098 44,176 -11,510
ASELS o 2021/09 80% 36% 5,851 55,085 -2,678
KOZAL L 2021/09 100% 35% 1,460 19,901 7,569
THYAO UsD 2021/09 90% 76% -88,596 37,094 -118,592
PGSUS EUR 2021/09 70% 70% -9,465 10,670 -19,062
BIMAS o 2021/09 0% 0% 372 43,688 -3,651
BRISA T 2021/09 40% 75% -2,058 9,105 -1,554
MGROS o 2021/09 0% 0% 237 7,912 -2,738
SOKM o 2021/09 0% 0% -6 9,179 -1,468
TKFEN o 2021/09 90% 90% -245 8,858 1,129
ENKAI usp 2021/09 95% 90% 5,376 84,280 425543
FROTO TL 2021/09 70% 65% -5,394 89,096 375
TOASO TL 2021/09 55% 60% -2,756 41,425 -4,039
PETKM TL 2021/09 95% 95% -936 24,204 -4,654
TTRAK TL 2021/09 30% 35-40% 315 11,752 -21
AYGAZ TL 2021/09 100% 90% -703 7,542 -589
TUPRS TL 2021/09 100% 90% -106 47,379 -9,266
EREGL usb 2021/09 100% 80% 1,974 110,530 1,836
KRDMD TL 2021/09 95% 80% -1,215 10,182 976
KORDS TL 2021/09 100% 90% -696 7,198 -2,822
DOAS TL 2021/09 25% 90% 1,522 9,605 -982

Source: Companies, Garanti BBVA Securities
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Dividend Expectations

Ticker

EREGL
DOAS
TTRAK
PETKM
FROTO
TCELL
ARCLK
AYGAZ
SAHOL
BRISA
BIMAS
TOASO
YKBNK
AKBNK
ISCTR
TKFEN
TSKB
KCHOL
ENKAI
SISE
ASELS
EKGYO
KORDS
SOKM

Recom

OP
MP
OoP
MP
OoP
OoP
OP
MP
OoP
MP
OP
OoP
OoP
OoP
MP
MP
MP
OoP
OoP
OoP
MP
MP
MP
OoP

*:As of 12.01.2022

Securities

2021E Net Dividend
Income (TLmn) (TL mn)
16,557 14,902
1,637 819
1,120 784
4,776 1,433
6,833 5125
4,425 2,212
3,202 1,601
433 346
9,150 1,373
494 395
2,422 1,695
2,887 1,588
10,230 1,023
10,752 1,075
9,398 940
755 226
1,032 103
12,550 1,883
6,518 1,760
6.226 934
5,510 1,102
1,450 145
254 67
132 38

Source: Companies, Garanti BBVA Securities

Payout
Ratio

90%
50%
70%
30%
75%
50%
50%
80%
15%
80%
70%
55%
10%
10%
10%
30%
10%
15%
27%
15%
20%
10%
26%
29%

Research
DPS (TL) *Close (TL)

4.26 31.58
372 43.66
14.69 220.20
0.57 9.55
14.60 253.90
1.01 20.08
2.37 51.55
1.15 25.14
0.67 15.04
1.30 29.84
2.79 71.95
318 82.85
0.12 3.88
0.21 7.63
0.21 7.84
0.61 23.94
0.04 1.58
0.74 33.10
0.31 15.05
0.30 15.19
0.48 24.16
0.04 2.38
0.34 37.00
0.06 15.00

PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST THREE PAGES OF THIS REPORT.
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Dividend

Yield

13.5%
8.5%
6.7%
5.9%
5.8%
5.0%
4.6%
4.6%
4.5%
4.3%
3.9%
3.8%
3.1%

2.7%

2.7%

2.6%
2.3%

2.2%

2.1%

2.0%
2.0%
1.6%

0.9%
0.4%
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After fine-tuning our models with our new macro estimates, we reached a 12-month BIST-100

Turkish Markets Strategy 14.01.2022

a
index target of 2,652, indicating a 28% increase over the current BIST-100 level.
a We also discontinue fundamental equity coverage for INDES, ODAS and QUAGR due to
reallocation of resources.
12.01.2022 Ticker Rating Close Target Price* Upside Market Cap. Market Cap. Avg. Vol. P/E P/BV ROE
(TL) Potential (TL mn) (USD mn) ** 2021E 2022E 2021E 2022E  2021E  2022E
FINANCIALS
Banks
Akbank AKBNK opP 7.63 10.10 32% 39,676 2,892 735 3.7 3.0 0.6 0.5 15.1% 16.3%
Garanti GARAN 11.85 - - 49,770 3,627 2,344 - - - - - N
Halkbank HALKB MP 4.78 5.40 13% 1,825 862 251 7.1 4.3 0.3 0.2 3.3% 8.6%
Isbank ISCTR MP 7.84 8.75 12% 35,280 2,571 484 3.8 3.2 0.5 0.4 13.1% 14.8%
Vakifbank VAKBN MP 3.84 4.25 N% 14,998 1,093 231 3.4 2.9 0.3 0.3 9.1% 11.3%
YKB YKBNK OoP 3.88 5.05 30% 32,775 2,389 915 3.2 2.6 0.6 0.5 17.5% 18.4%
TSKB TSKB MP 1.58 1.80 14% 4,424 322 198 4.3 35 1.1 0.9 14.5% 16.0%
Insurance & Pension
Aksigorta AKGRT MP 8.87 10.50 18% 2,714 198 n 8.5 8.0 4313 32.00 39.0% 39.0%
Ticker Rating Close Target Price* Upside Market Cap. Market Cap. Avg. Vol. P/E Adj.NAV Prem. / Disc.
(TL) Potential (TLmn)  (USD mn) o 2021E  2022E  (TL mn) to adj. NAV
Conglomerates
Koc Holding KCHOL oP 33.10 42.90 30% 83,938 6,118 424 159,041 -33%
Sabanci Holding SAHOL OoP 15.04 19.50 30% 30,688 2,237 324 53,235 -37%
Ticker Rating Close Target Price* Upside Market Cap. Market Cap. Avg. Vol. P/E EV/EBITDA P/BV
(TL) Potential (TL mn) (USD mn) o 2021E 2022E 2021E 2022E Trailing
REIC
Emlak Konut REIC EKGYO MP 2.38 2.65 M% 9,044 659 438 6.2 5.1 7.5 6.2 0.4
Ticker Rating Close Target Price* Upside Market Cap. Market Cap. Avg;*VoI. P/E EV/EBITDA EV/Sales
(TL) Potential (TL mn) (USD mn) 2021E 2022E 2021E 2022E  2021E  2022E
INDUSTRIALS 11.0 6.4 6.83 4.68 104 0.88
Arcelik ARCLK OoP 51.55 70.00 36% 34,834 2,539 243 10.9 5.0 6.9 3.7 0.7 0.4
Aselsan ASELS MP 24.16 28.40 18% 55,085 4,015 753 10.0 8.8 n.2 9.1 2.6 2.1
Aygaz AYGAZ MP 25.14 31.00 23% 7,542 550 21 17.4 7.5 10.4 7.5 0.8 0.4
BIM BIMAS opP 71.95 97.18 35% 43,688 3,184 406 18.0 1.5 7.9 6.0 0.7 0.5
Brisa BRISA MP 29.84 3513 18% 9,105 664 29 18.4 171 10.7 10.7 2.2 2.2
Dogus Otomotiv DOAS MP 43.66 51.50 18% 9,605 700 68 59 6.2 4.8 2.8 0.4 0.3
Enka Insaat ENKAI opP 15.05 20.05 33% 84,280 6,142 64 129 5.0 12.6 - 2.3 -
Eregli Demir Celik EREGL oP 31.58 41.33 31% 110,530 8,056 1,055 6.7 4.1 4.2 2.6 1.7 0.9
Ford Otosan FROTO OoP 253.90 343.00 35% 89,096 6,493 376 13.0 n.7 mna 79 1.3 0.7
Kardemir KRDMD OopP 13.05 17.14 31% 10,182 742 1,201 53 1.7 2.6 - 0.7 -
Kordsa Global KORDS MP 37.00 44.90 21% 7,198 525 80 28.4 7.9 16.3 7.0 1.6 0.8
Koza Anadolu KOZAA OoP 21.42 28.10 31% 8,313 606 257 7.3 4.9 0.2 0.1 0.1 0.1
Koza Anadolu KOZAL OopP 130.50 172.00 32% 19,901 1,450 579 7.5 5.1 52 3.2 29 1.9
Migros MGROS OopP 43.70 59.66 37% 7.912 577 102 54.9 10.2 3.8 2.9 0.3 0.2
Petkim PETKM MP 9.55 11.97 25% 24,204 1,764 996 5.1 4.6 4.6 3.9 1.1 0.8
Pegasus PGSUS oP 104.30 140.20 34% 10,670 778 254 - 8.8 10.6 5.1 2.8 1.6
Sise Cam SISE OopP 15.19 20.10 32% 46,530 3,391 1,221 7.5 6.2 6.8 53 1.6 1.2
Sok Marketler SOKM opP 15.00 19.65 31% 9,179 669 73 69.5 29.1 4.5 35 0.4 0.3
Tekfen Holding TKFEN MP 23.94 27.50 15% 8,858 646 194 n7z 4.8 6.6 2.6 0.6 0.3
Turkcell TCELL OoP 20.08 26.10 30% 44,176 3,220 213 10.0 7.0 3.8 2.9 1.6 1.2
THY THYAO OopP 26.88 36.00 34% 37,094 2,703 1,724 7.8 5.0 6.5 4.5 1.6 0.9
Tofas TOASO opP 82.85 111.20 34% 41,425 3,019 247 4.3 9.0 10.6 7.5 1.7 1.0
Turk Traktor TTRAK oP 220.20 290.90 32% 1,752 856 83 10.5 9.1 7.5 6.8 1.0 0.9
Tupras TUPRS OP 189.20 248.50 31% 47,379 3,453 750 21.7 7.1 6.9 - 0.4 -
BIST 100 XU100 2,064 2,652 28% 1,649,272 120,201 22,886 8.6 5.6
*:12M Target, **: 6 months, (mn TL), OP: Outperform, MP: Market Perform, UP: UnderPerform, UR: Under Review
PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST THREE PAGES OF THIS REPORT.
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TUFAN COMERT Head of Research & Investment Advisory TComert@garantibbva.com.tr
INVESTMENT ADVISORY -
$S(R;':'JI§ASSEVEN BIST QYurtdasseven@garantibbva.com.tr
HALUK ACAR Global Equity Markets, BIST HAcar@garantibbva.com.tr
EMRE MURSALOGLU FX, Fixed Income EMursaloglu@garantibbva.com.tr
INTERNATIONAL CAPITAL MARKETS
CEM TOZGE Int. Capital Markets, Commodities, FX ctozge@garantibbva.com.tr
(HJQIISIIEZ-N(I:IIIEQNK Int. Capital Markets, Commodities, FX cozdemir@garantibbva.com.tr
FUNDAMENTAL ANALYSIS

Banking*
RECEP DEMIR nsurance RDemir@garantibbva.com.tr

REIC

Conglomerates

Airlines

Defense

Energy
HALIL KAHVE Glass/Chemicals HKahve@garantibbva.com.tr

Mining

Telecom

White Goods

Automotive

Chemicals

Contracting
ONUR MARSAN Petrochemicals OMarsan@garantibbva.com.tr

Refining, oil products

Steel

Tractor, Tire
EMIN TAY Retail etay@garantibbva.com.tr
MACROECONOMICS .
NIHAN ZIYA ERDEM NihanZ@garantibbva.com.tr

*We do not provide any recommendation for GARAN
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DISCLOSURES AND DISCLAIMER

Important Disclosures

This document is distributed by Garanti BBVA Securities, an investment services company supervised by the
Capital Markets Board of Turkey (CMB).

Garanti BBVA Securities is subject to the Policy on Conduct in the Securities Markets which establishes common
standards for activity in these entities’ markets, but also specifically for analysis and analysts. This policy is
available for reference at the following web site: www.garantibbvayatirim.com.tr

All Equity Analysts are subject to Garanti BBVA Securities Corporate Procedure for “Financial Research Activity
and the Regime Applicable to Research Analysts.” Material information about proprietary models used in ratings
of securities in this report is available from the Head of Equity Research. Ratings on stocks are updated as
analyst(s) views on the outlook for the business of their corporate issuers and/or valuations of the issuers’
securities change in a meaningful way. Garanti BBVA Securities has established reasonable physical and
informational barriers, along with compliance reviews and policies, to minimize potential conflicts of interest in
preparing reports on corporate equities.

Garanti BBVA Securities owned a net short position exceeding 0.5% of the total issued share capital of the
following companies covered in this report: NA

Garanti BBVA Securities owned a net long position exceeding 0.5% of the total issued share capital of the
following companies covered in this report: NA

The research analyst or amember of the research analyst's household has a financial interest (including, without
limitation, whether it consists of any option, right, warrant, future, long or short position) in the securities of the
following companies covered in this report, and the nature of such interest is having those securities in their
accounts: N/A

In the past twelve months, a member of a research analyst’s household has received compensation from the
following companies covered in this report: NA

The Analyst (or a household of an analyst) holds an executive or board position (please specify such as Director,
Executive Manager or Manager) in the following companies that may be covered in this report: NA

The Analyst has received compensation for investment banking services from the following companies covered
in this report: NA

Garanti BBVA Securities beneficially owned at least 1% of the common equity securities of the following
companies covered in this report: NA

The analyzed company beneficially owned more than 1% of the common equity securities of Garanti BBVA
Securities (please specify the managerial prerogatives and other material financial relations as credit
agreements or lease agreements between such parties): GARAN
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In the past twelve months, Garanti BBVA Securities has had, or currently has, as corporate and investment
banking clients the following companies covered in this report: ASELS, ENJSA, GARAN, MGROS, MPARK,
SOKM, TAVHL

Inthe past twelve months, Garanti BBVA Securities managed or co-managed the public offerings of the following
companies covered in this report: ASELS, SOKM

In the past twelve months, Garanti BBVA Securities has received compensation for investment banking services
from the following companies covered in this report: ASELS, ENJSA, GARAN, MPARK, SOKM. In the next three
months, Garanti BBVA Securities expects to receive or intends to seek compensation for investment banking
services from the companies covered in this report: DOAS, GARAN

Garanti BBVA Securities makes a market/provides liquidity in the securities of the following companies covered
in this report: NA

Garanti BBVA Securities or the Analyst is party to an agreement with regard to the preparation of
recommendations for the following companies covered in this report: NA

Garanti BBVA Securities has received compensation for non-investment banking, securities related services or
products within the past 12 months from the following companies covered in this report: AKSEN, DOAS, MGROS,
PGSUS, TAVHL, TTKOM

Garanti BBVA Securities has received compensation for non-securities related services or products within the
past 12 months from the following companies covered in this report: NA

Garanti BBVA Securities trades or may trade as a principal in the debt securities, or related derivatives, that are
the subject of this report.

Garanti BBVA Securities is subject to a Code of Conduct and to Internal Standards of Conduct on the Security
Markets, which details the standards of the above-mentioned overall policy. Among other regulations, it includes
rules to prevent and avoid conflicts of interests with the ratings given, including information barriers. This Code
and the Internal Standards of Conduct on the Security Markets are available for reference in the ‘Policies and
Procedures’ section of the following web site: www.garantibbvayatirim.com.tr

Equities - Rating System, Distribution and History

We have three ratings for stocks based on our current expectations of relative returns over a twelve-month
period:

(i) OUTPERFORM (OP): As of the first issuance date of the rating, the stock's return is expected to exceed the
return of the BIST100 over the next 12 months

(i) MARKET PERFORM (MP): As of the first issuance date of the rating, the stock's return is expected to be in
line with the BIST100 over the next 12 months

(iii) UNDERPERFORM (UP): As of the first issuance date of the rating, the stock's return is expected to fall
below the return of the BIST100 over the next 12 months
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Factors which may influence our ratings include: current market prices and conditions, operating issues and
financing needs, macroeconomic trends and outlook, mergers and acquisitions and valuation. Valuation
methods used by Garanti BBVA Securities include multiples of comparable companies, discounted cash flows,
sum of the parts and other generally accepted methods that may apply to a particular case.

Price targets are provided based on the methodology explained above. Note that actual outcomes and results
could materially differ from what is expressed, implied or forecasted in these price targets, as these involve risks,
uncertainties and assumptions that are beyond the ability of Garanti

Securities to control or predict. Future actions, conditions or events (affecting both market and non-market
conditions, including those of a political or macroeconomic nature) and future results of the operations of
subject companies may cause stock prices to differ materially from those expressed in this document.

As of today, for all the companies which Garanti BBVA Securities has under its coverage there are 42%
Outperform ratings, 53% Market Perform ratings and 3% Underperform ratings; 0% of the coverage is Under
Revision and one stock is Not Rated. Garanti BBVA Securities has rendered investment banking services or has
participated as manager and/or co-manager in public offerings in 15% of the Outperform ratings, 5% of the
Market Perform ratings and in O % of the Underperform ratings.

Over the past twelve months, for all the companies which Garanti BBVA Securities has under coverage, there
has been an end of the month- average of 49% Outperform ratings, 45%Market Perform ratings and
3%Underperform ratings; 2% Under Revision and one stockis Not Rated. Garanti BBVA Securities has rendered
investment banking services or participated as manager and/or co-manager in public offerings for an end of the
month average of 8% of the Outperform ratings, 2% of the Market Perform ratings and 0% of the Underperform
ratings.

Garanti BBVA Securities' ratings on equities over the past three years are available at:
http://rapor.garantibbvayatirim.com.tr/arastirma/Recommendation_History.pdf
Analyst Certification

The research analysts included on the front page of this report hereby certify that: (i) the views expressed in this
report accurately reflect their personal views about the subject companies and their securities and (ii) no part
of their compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report.



SgGaranti BBVA Research | Investment Advisory

Securities

Disclaimer

This document and the information, opinions, estimates and recommendations expressed herein, have been
prepared by Garanti BBVA Securities to provide its customers with general information and are current as of
the date hereof and subject to changes without prior notice. Garanti BBVA Securities is not responsible for
giving notice of such changes or for updating the contents hereof.

The investment information, comments and advice provided herein are not part of the investment advisory
activity. Investment advisory services are provided by authorized institutions to persons and entities privately
by considering their risk and return preferences. The comments and advice included herein are of a 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 and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to
any securities or other instruments, or to undertake or divest investments. Neither shall this document nor its
contents form the basis of any contract, commitment or decision of any kind.

Therefore, investors should make their own investment decisions considering the said circumstances and
obtaining such specialized advice as may be necessary. The information in this report has been obtained by
Garanti BBVA Securities from sources believed to be reliable. However,

Garanti BBVA Securities cannot guarantee the accuracy, adequacy, or completeness of such information, and
cannot be responsible for the results of investment decisions made on account of this report. To the extent
permitted by law, Garanti BBVA Securities accepts no liability of any type for any direct or indirect losses or
damages arising from the use of this document or its contents. Investors should note that the past performance
of securities or instruments or the historical results of investments do not guarantee future performance.

Garanti BBVA Securities or any of its salespeople, traders and other professionals may provide oral or written
market commentary or trading strategies to its clients that reflect opinions that are contrary to the opinions
expressed herein. Furthermore, Garanti BBVA Securities’ proprietary trading and investing businesses may
make investment decisions that are inconsistent with the recommendations expressed herein. No part of this
document may be: (i) copied, photocopied or duplicated by any other form or means, (ii) redistributed, or (iii)
quoted, without the prior written consent of Garanti BBVA Securities. No part of this report may be copied,
conveyed, distributed or furnished to any person or entity in any country (or persons or entities in the same) in
which its distribution is prohibited by law. More specifically, this document is in no way intended for, or to be
distributed or used by an entity or person resident or located in a jurisdiction in which the said distribution,
publication, use of or access to the document contravenes the law which requires Garanti BBVA Securities to
obtain a license or be registered. Failure to comply with these restrictions may breach the laws of the relevant
jurisdiction.
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The remuneration system concerning the analysts responsible for the preparation of this report is based on
multiple criteria, including the revenues obtained by Garanti BBVA Securities and, indirectly, the results of
Garanti BBVA Securities in the fiscal year, which, in turn, include the results generated by the investment
banking business; nevertheless, they do not receive any remuneration based on revenues from any specific
transaction in investment banking.

The market prices of securities or instruments or the results of investments could fluctuate against the interests
of investors. Investors should be aware that they could even face a loss of their investment. Transactions in
futures, options and securities or high-yield securities can involve high risks and are not appropriate for every
investor. Indeed, in the case of some investments, the potential losses may exceed the amount of initial
investment and, in such circumstances, investors may be required to pay more money to support those losses.
Thus, before undertaking any transaction with these instruments, investors should be aware of their operation,
as well as the rights, liabilities and risks implied by the same and the underlying stocks. Investors should also be
aware that secondary markets for the said instruments may be limited or even not exist.

No information in this report may be copied, modified, republished or exploited in anyway without the prior
consent of Garanti BBVA Securities. Additionally, with respect to our statements above, all our claims and plea
rights are covered in the regulations which apply in the countries that this report has been sent to.

General Disclaimer for Readers Accessing the Report through the Internet

In the event that this document has been accessed via the internet or via any other electronic means which
allows its contents to be viewed, the following information should be read carefully:

The information contained in this document should be taken only as a general guide on matters that may be of
interest. The application and impact of laws may vary substantially depending on specific circumstances.
Garanti BBVA Securities does not guarantee that this report and/or its contents published on the Internet are
appropriate for use in all geographic areas, or that the financial instruments, securities, products or services
referred to initare available or appropriate for sale or use in all jurisdictions or for all investors or counterparties.
Recipients of this report who access it through the Internet do so on their own initiative and are responsible for
compliance with local regulations applicable to them.

Changes in regulations and the risks inherent in electronic communications may cause delays, omissions, or
inaccuracy in the information contained in this site. Accordingly, the information contained in the site is supplied
on the understanding that the authors and editors do not hereby intend to supply any form of consulting, legal,
accounting or other advice.

All images and texts are the property of Garanti BBVA Securities and may not be downloaded from the Internet,
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copied, distributed, stored, re-used, re-transmitted, modified or used in any way, except as specified in this
document, without the express written consent of Garanti BBVA Securities. Garanti BBVA Securities reserves
all intellectual property rights to the fullest extent of the law.

This document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to
any securities or other instruments, or to undertake or divest investments. Neither shall this document nor its
contents form the basis of any contract, commitment or decision of any kind.

Investor who have access to this document should be aware that the securities, instruments or investments to
which it refers may not be appropriate for them due to their specific investment goals, financial positions or risk
profiles, as these have not been considered to prepare this report. Therefore, investors should make their own
investment decisions considering the said circumstances and obtaining such specialized advice as may be
necessary. The information in this report has been obtained by Garanti BBVA Securities Research Department
from sources believed to be reliable. However, Garanti BBVA Securities cannot guarantee the accuracy,
adequacy, or completeness of such information, and cannot be responsible for the results of investment
decisions made on account of this report.

The market prices of securities or instruments or the results of investments could fluctuate against the interests
of investors. Investors should be aware that they could even face a loss of their investment. Transactions in
futures, options and securities or high-yield securities can involve high risks and are not appropriate for every
investor. Indeed, in the case of some investments, the potential losses may exceed the amount of initial
investment and, in such circumstances, investors may be required to pay more money to support those losses.
Thus, before undertaking any transaction with these instruments, investors should be aware of their operation,
as well as the rights, liabilities and risks implied by the same and the underlying stocks.

Investors should also be aware that secondary markets for the said instruments may be limited or even not exist.
This report is to be distributed to professional emerging markets investors only. This report is for private use
only and intended solely for the individual(s). No information in this report may be copied, modified, republished
or exploited in anyway without the prior consent of Garanti BBVA Securities. Additionally, with respect to our
statements above, all our claims and plea rights are covered in the regulations which apply in the countries that
this report has been sent to.
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34337 Besiktas, Istanbul / Turkey
Phone: +90 (212) 384-1155

Fax: +90 (212) 352-4240



	Turkish Markets Strategy
	Index
	2022: A Year Where Anything Can Happen
	Economy
	BIST
	THE TURKISH LIRA
	RATES
	Model Portfolio
	SECTOR UPDATE
	Banking
	Airlines
	Automotive
	Durables
	Petroleum Products
	Petrochemicals
	Retail
	Steel
	Telecommunication

	FX Sensitivity Analysis
	Dividend Expectations
	Recommendation List
	DISCLOSURES AND DISCLAIMER



