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Editorial

Chairman of Turkish Exporters Assembly (TiM)

Ismail GULLE

Turkish Economy on Growth Trend

Turkish economy is on the growing trend since the

last quarter of 2019, attracting foreign investors

THE YEAR 2019 was not a
bright year for global economy
and trade as you all know. It is
forecasted that 2020 will not be
nothing less than the previous
year. International credit rating
agencies have revised their
forecasts downwards.

The agencies updated their
forecasts on Turkey upwards, as
the economy is on the growing
trend since the last quarter of
2019.

2020 Presidential Annual Pro-
gram has set the growth target of
Turkish economy for 2020 as 5.0
percent. According to the forecasts
of International Money Fund
(IMF) and World Bank, Turkish
economy will grow 3.0 percent in
2020 and 4.0 percent for 2021. It
can be said that Turkish economy
is on the growth trend once more.
Exports will play the leading role
in this growth.

Despite the difficulties and

negative influences, Turkey’s
exports increased by 2.04 percent
to reach 180.5 billion dollars in
2019. When we consider that the
first 50 countries that exports
the most have lost 2.7 percent

on total exports, the strong
performance of Turkish export-
ers shows that Turkey is such

a dynamic country with a high
potential.

Turkey is a center of attention
for western, notably EU, and
developed far east countries.

Over 70 thousand foreign
companies have investments
in Turkey and the number is
rising. Recently automotive giant
Volkswagen has decided to invest
in Turkey and have established a
company in Manisa. We foresee
that these Europe based invest-
ments will carry on in 2020
and thereafter. President of the
European Economic Senate (EES)
Ingo Friedrich said that invest-

According to
the forecasts of
[nternational
Money Fund (IMF)
and World Bank,
Turkish economy
will grow 3.0
percent in 2020
and 4.0 percent
for 2021.

ment climate in Turkey is similar
to Europe and added, “European
investors can invest in Turkey and
be certain just like in any other
investments in Europe” assuring
investors.

Ruhsar Pekcan, the Minister of
Trade, stated that there are some
global firms that requested a
meeting, which are considering in
investing in Turkey at Davos and
said, “General Electric, a compa-
ny that has already invested in
Turkey, has requested a meeting.
There are also meeting request
from P&G and Alibaba”

Turkey will be the center for
investment with its youthful
population, geographical position
and producing power. There is no
one that had trusted Turkey and
lose out. There are companies
that have invested and will keep
investing in Turkey for a century,
and there will be other companies
to follow.
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The number of ships passing through
Bosphorus decreases, while tonnage increases

In 2019, 41 thousand 112 ships passed through Bosphorus,

while 26 thousand 632 of the ships had harbour pilots.

BOSPHORUS. connecting
the two continents, plays an
important role in the trade of the
Black Sea geography with the
countries of the world, being a
world heritage of mankind.
Bosphorus, which hosts
thousands of ships every
year, scares Istanbulites due
to occasional accidents and
ship failures from time to time
Bosphorus is made special with
the ships that pass through as
well as the mansions, the ferries,
the bridges and the seagulls.
Although there has been
a decrease in the number
of ships passing through
Bosphorus in the last 15 years,
the increased amount of cargo
carried is remarkable. This is
because tonnages of the ships
passing through Bosphorus has

increased. Less but larger ships
started to cross Bosphorus

Before the 2008 financial
crisis, the number of ships
passing through the Bosphorus
exceeded 50 thousand but due
to the global crisis, the number
of ships passing decreased due
to the slowdown in trade. When
the trade started to increase
again, bigger ships appeared on
Bosphorus. While the number
of ships passing through the
Bosphorus has decreased by
25 percent in the last 15 years,
the amount of cargo carried by
ships has increased by over 50
percent.

In 2019, 41 thousand 112 ships
passed through Bosphorus,
while 26 thousand 632 of the
ships had harbour pilots.

There were 15 ship accidents

in Bosphorus, one being in the
Bosphorus Region, and 141 ship
failures in 2019.

18 thousand 805 of the ships
passed through Bosphorus
consisted of LNG, LPG, chemical
and crude oil tankers. Those
who used harbour pilots are
generally such risky and large
ships.

Considering that
approximately 15 thousand of
the 41 thousand that passed
through Bosphorus docked into
Turkish ports, it can be said that
Bosphorus is an important route
of world trade

On the other hand, it was
announced that 794 million
liras was earned in 2019 from
lighthouse, rescue, pilotage
and tugboat services provided
during transit ship transitions.
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OECD to
establish a
regional office
In Istanbul

@) OECD

BETTER POLICIES FOR BETTER LIVEE

A REGIONAL office

of the Organization for
Economic Cooperation and
Development (OECD) will
be established in Istanbul,
following the agreement
signed on May 31 2018

in Paris, according to the
announcement on Official
Gazette of Turkey on January
2nd.

The center will help
expansion of methodologies
such as OECD instruments
peer assessments, peer
learning and policy dialogue in
order to increase the capacity
of regional programs and help
partners approach OECD
standards, including OECD's
main partners
The center will further support
existing regional initiatives by
organizing appropriate events,
improving dialogue and
exchanging good practices

The agreement in this
regard between was signed in
Paris on May 31, 2018

A Yilport to operate Huelva for

Yilport, based in Istanbul,
aims to be one of the
top 10 container terminal
operators in the world.
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1M Chairman Gllle said
Turkey targets exports
worth of 190 billion dollars
in 2020

50 years with new investment

YILPORT, which targets to be one of the top 10 container terminal
operators in the world, will have the 50-year operating right by making
new investments in Huelva Terminal in Spain. The company’s ports in

Italy and the USA will also be operational this year.

Yildirim Holding’s port group, Yilport, invested in new ports, while
focusing on expanding its existing ports. The company recently signed
anew agreement at the Port of Huelva in Southern Spain last week. A
new agreement was signed for the expansion of Huelva port at the end
of negotiations between Yilport and the Port Administration (APH). In
this context, it was decided to expand the south pier to 50 thousand
squaremeters and to extend the pier wall from 750 meters to 1,250
meters. According to the joint plan, this expansion can be developed up
to 300 thousand squaremeters for two years. In addition, it is aimed to

develop intermodal facilities.

HIGH-TECHNOLOGY products’
share rises in country’s overall
exports, says head of Turkish
Exporters’ Assembly.

Country’s exports, were at 30
billion dollars in 2000, reached
180.5 billion dollars hitting a
historical high last year, said head
of Turkish Exporters Assembly
(TIM) Chairman Ismail Giille and
added that Turkey targets exports
worth of 190 billion dollars in
2020.

Ismail Giille also said the share
of high-technology products is
rising in the country’s overall
exports.

According to current figures,
exports this month rose 5% versus

“Turkey aims to
$1908 | n 2020”

January 2019, added Gulle.

Referring to interest rates, he
said: “Turkey should reduce the
interest rate to the single-digit
level for sustainability”

Glille underlined that the
Turkish government always
supported exporters and provided
for their needs.

Touching on economic
issuesin 2018 and 2019, he
said Turkey’s recovered in such
areas as its currency rate, CDS
risk premiums, interest rates,
confidence index, foreign trade
and Borsa index.

He underlined: “Turkey
increased its exports while the
world narrowed last year”
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Turkish defense industry was represented
by five companies in the “Defense News Top
100”, which is accepted as the world’s most
prestigious defense industry list

Defense industry exports exceeds

2.7 billion dollars

Turkish defense industry exports grew 34.6 percent to reach 2 billion and
741 million dollars, from 2 billion and 35 million dollars in 2018.

IN ORDER to reduce dependence
on imported products and with
the support of the state, private
companies have led the industry
to significant progress since
2006. The market for the defense
and space sector grew 1.4 billion
dollars in the last 17 years.

Turkey’s largest defense
electronics company ASELSAN
posted 1.8 billion dollars in
sales revenue, followed by
Turkey Defense Technologies
Engineering and Trade with 564.8
million dollars and Roketsan with
522.8 million dollars.

Exports to North American
Free Trade Area posted at 841
million and 397 thousand dollars,
while exports to Middle East were
at 710million and 144 thousand
dollars, followed by European
Union member countries with 554
million and 959 thousand dollars

Exports to the Middle East
and CIS (Commonwealth of
Independent States) countries

almost doubled with 710.1 million
dollars and 241 million dollars,
respectively. The largest export of
841.3 million dollars was made

in the North American free trade
zone, including the USA.

EXPORTS WILL INCREASE
WITH NEW CONTRACTS

The agreements signed in 2018
and 2019 for export in the
defense and aerospace industries,
especially in Pakistan, indicate
that exports will increase in the
coming years, due to contracts
covering the export of Turkish
helicopters and warships
contracts.

A

lurkey is strenghtening
Its position with Its recent
produced technologies

TURKEY SIGNED 12
DEFENSE INDUSTRY
AGREEMENTS WITH
MALAYSIA
Industry and Technology
Minister Mustafa Varank
announced that 12 different
agreements have been
signed in the field of defense
industry, steps will be taken
regarding the production of
air, sea and land vehicles.

Free trade zones were
the most increased area as
of percentage increase with

1174 percent, followed by

the Middle East with 128

percent and CIS with 104
percent.

Defense and aerospace
industry firms based in
Ankara made approximately
half of the exports.
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istorical record from

Borsa Istanbul Index rose to an all-time

record by rising to 124 thousand 215 points. BO].‘S& IStaIlblll

DESPITE the fall in global risk end the trade worries in global
appetite, Borsa Istanbul continued markets is also effective on pricing
to rise, after opening over 120 in Borsa Istanbul.

thousand points on January 14 The global value gain of the

for the first time since March dollar is another factor that

2018 and rose to an all-time high suppresses lira, but recent specific
with 124 thousand 536 points, on reasons have had a significant
January 25th. impact on sales pressure.

On the other hand, it was
added that the Competition
Authority started a preliminary
investigation for more than
20 banks in the elements that
suppress lira. This concern
persists, even though reduced
after Minister Albayrak has said
that “there is nothing to worry

While the “spring weather”
has been blowing on the Borsa
Istanbul since November, the BIST
100 index has increased for the
12th consecutive week. The index
broke the record for the longest
consecutive weekly rise, after
seeing such a trend in 20009.

The main reason for

enthusiasm in exchange markets Indeses that eammore~ about”.

is low interest, while for Turkey than 10 percent since the The Central Bank lowered its

the reason is the expectation of a beginning of the yearon policy rate to 11.25 percent with a

higher than forecast growth for index basis: 0.75 point discount, falling below

this year and the recovery in the . inflation for the first time in a

overall economy. Tourism long time. With this move, aiming
On the other hand, the worry Textiles to accelerate the recovery in the

that the decrease in lira interest economy, front-end interest rate

rates after the interest rate cuts Sport cuts continued to shrink. For the

of the CBRT put the currency = vyear 2020, the Treasury has 300

in a disadvantageous position billion lira borrowing and 139

is effective in selling pressure. billion lira budget deficit targets.

Reviews of credit rating agencies Recalling that inflation has

for this concern are also in dropped to its lowest level since

a position that triggers sales December 2016 at 8.55 percent

pressure. annually in November 2019,
Analysts said optimism about analysts stressed that it has

trade negotiations between United become easier for the reels to spin

States and China, expected to in the economy with the policy

rate, which declined to 12 percent.

Industrial production,
which has been on the rise
after 12 consecutive months of
contraction, has continued its
favorable trend since September
and increased by 0.7 percent
monthly and by 5.1 percent
annually in November. Similarly,
the economic confidence index
continued to rise. The economic
confidence index, which rose to
9.8 in December, marked the best
level since July 2018.

Analysts noted that the
improvement in the industrial
production and economic
confidence index, as well as
the decrease in interest rates,
strengthened the expectation of
investors on improved profitability
as well as supporting the rally in
Borsa Istanbul.

The analysts stressed that
the residents in Turkey play an
effective role in the rally in Borsa
Istanbul and pointed out that
rate of foreign exchange swaps in
Borsa Istanbul is at 61 percent, the
lowest level since 2005.

In terms of indices, tourism,
textile, informnatics and sports
indices have been the most
profitable indices with increasing
more than 10 percent since the
beginning of the year.
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Turkey expects 1 million
electric cars on roads by 2030

OVER one million electric
vehicles are anticipated to be on
Turkey’s roads by 2030, according
to Turkey’s Energy and Natural
Resources Minister Fatih Donmez.

Country plans assessment
on effects of one million
charge points on its electricity
distribution grid, Donmez
announced.

“By 2022 or 2023, we hope
to see our own indigenous
automobile on the roads,” said
Donmez.

After the country launched
its first indigenous and electric
automobile prototype, the energy
ministry plans to assess the
impact of one million charge
points on the country’s electricity
distribution network, Dénmez
added.

TOGG is currently working
with the ministry to determine
the optimum location for the
installation of fast-charging points
in the country.

Donmez said, “These points
should be able to charge a car in
nearly 15-25 minutes, depending
on the car battery’s capacity and

features, which means there
needs to be a capacity of 50-100
kilowatt-hours in the grid.”

Therefore, fast-charging units
located in the selected areas need
to have sufficient power supply
to cope with this electricity
requirement.

“TOGG’s expectation from
the energy ministry is to include
not only the big cities in Turkey
but also other smaller cities in
Anatolia where there is great
interest,” Donmez added.

A

Turkey plans to install 1
million charging poinst for
electric cars

IFMIB increases its 2020 objective to 1 billion USD

ISTANBUL Hazelnut and
Products Exporters Union (IFMIB)
Chairman Ali Haydar Goren
announced that IFMIB set its 2020
export target to exceed over 1
billion dollars.

IFMIB is starting its promotion
plan for the Russian Federation,
which was identified as a priority
target market after Europe. IFMIB
delegation has planned various
activities to introduce Turkish
hazelnuts in Russia

Goren reminded that Turkish
hazelnut opened the gap between
its competitors by increasing
its production in 2019 and
added, “While production of our
competitors decreased in 2019,
we have managed to increase
our production to 776 thousand
tons and our share in the world to
69 percent. We are currently the
market leader in the production
and export of hazelnuts. We
strengthened our leadership with

the latest increase in production.
We are continuing our efforts to
search for new markets in order to
contribute to Turkey’s exports.”
Goren pointed out that nine out
of 10 countries Turkey’s exports
hazelnut are European countries
and added, “In recent years,
as a result of the promotional
activities, there is a continuous
increase in our exports to China.
We ended the year with the export
of over 700 million dollars. In
2020, our goal will be to increase
our exports to over 1 billion
dollars.”

Germany
ranks first
amoung the EU
countries with
370 million
dollars. Followed
by Italy with 335
million dollars
and France with
115 million
dollars.

Turkish industry performs
hetter than EU average

TURKISH industrial
production overtakes 23
EU countries in November

Turkey's industrial
output in Novemlber
2019 was higher than the
EU's average in the same
month

While the EU average
was negative 1.3 percent,
the index dropped by 15
percent in the eurozone,
while rising by 51 percent
in Turkey, according to the
data from official statistics
offices, Eurostat and
TurkStat.

Industrial production
in major EU economies,
known as locomotive,
performed below
expectations.

Prisync raised
an investment
of T million euros

PRISYNC an
e-commerce pricing
platform in Turkey,

the Istanbul-based
company is a venture
capital investment

fund managed by the
Collective Spark raised
985 thousand /00 euros
in a seed round.

With the new funding,
Prisync wants to double
its customer acquisition
channels and tactics
it has tested and
verified in the past. The
Istanbul-based Prisync
initiative, founded in
2013, has customers in
more than 50 countries
The company offers
a pricing solution for
e-commerce companies
that allow them to track
competitors' prices and
optimize theirs.
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End of compulsory sale
welcomed by the exporters

As the removal of the obligat of selling at least 80 percent of the
export prices to the banks with a new notice pleased the exporters.

THE NOTICE, which amended
the export prices, related to the
decision no. 32 on the Protection
of the Value of the Turkish
Currency and published in the
Official Gazette on December
31,2019, was welcomed by the
exporters. With the notice, if the
maturity of the collection in all
export transactions is more than
180 days, it will allow the export
price to be deposited within

90 days after the expiry of the
maturity period and will allow a
different foreign currency to be
deposited in the bank.

POSITIVE WELCOME
Evaluating the notice the Turkish
Exporters Assembly (TIM)
Chairman Ismail Giille said that
the consideration of the intense

nq . mHu :
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Ismail Galle, “As
workers in the
field of Turkey’s
trade diplomacy,
our work is
aware of how
important every
dollar we give to
our country, we
continue with the
same acumen and
energy.”
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demands from exporters, the
abolition of the requirement of
selling at least 80 percent of the
export prices was welcomed by
the exporters. Glille added, “It was
an important step to allow the
deposit of a currency other than
the foreign currency specified in

the export declaration to the bank.

This step undoubtedly makes it
easier for our exporters to collect
export prices. Another important
step is to allow the exporters who
cannot stay in the country for
any reason, except for the force
majeure conditions, and who
were unable to bring the export
price partially or completely to
the country so that the amounts
can be abandoned by the tax
authorities if they certify their
legitimate reasons with official

records. Due to the global and
regional economic and political
developments, our firms, which
will receive export from the
countries where export companies
have difficulty in making their
payments, have gained flexibility
due to their rightful position.
Our exporters, who facilitate
operation in a country that has
an inadequate banking system,
believe that easing the processes
of depositing export prices in
banks from underdeveloped
countries will affect Turkey’s
export capability in a positive
direction. “

Ismail Giille, “We are grateful
that the incentives to exportation
provided by our state will continue
to increase regardless of the global
economic conditions.”
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Consumer Price Index rose
by 11.84 pct. in December

Consumer price index (CPI) increased by 11.84 percent

annually and 0.74 percent monthly.

IN DECEMBER CPI rose by 0.74
percent compared to November,
11.84 percent compared to the
December of the previous year,
and 15.18 percent on the twelve
month average basis.

In the last month of the year
the lowest annual increase of
main group was 3.16 percent
in communication followed by
clothing and footwear with 4.53
percent, recreation and culture
with 7.03 percent and furnishing
and household equipment with
9.79 percent.

The highest monthly decrease
in the main expenditure groups
were 1.91 percent in clothing
and footwear and 0.11 percent in
recreation and culture.

In December the average prices
of the 418 items in the index, the
prices of 131 items decreased and
the prices of 34 items remained
unchanged while the average
prices of 253 items increased.

Items indicating highest monthly
decrease are, lemon with 6.09
percent, men’s pullover with 6.27
percent, leek with 8.43 percent
and orange with 18.58 percent.

Minister of Treasury and
Finance Berat Albayrak stated that
the campaign against inflation
will be one of the main agendas of
2020 and added, “We have ended
the year below the 12 percent
target.”

Minister of Treasury and
Finance Berat Albayrak
said, "We have ended the
year below the 12 percent
farget”

11.2 billion dollars of exports from electronics

TURKEY made 11 billion 242
million 645 thousand dollars

of exports last year in power
electronics field. The most exports
in this sector were made to the
European Union, Middle East and
African countries.

According to
the compilation
of data from
Turkey
Exporters
Assembly,
Turkey
exported
105 billion
561 million 315
thousand dollars of
finished products in 2019.

Most exports in this area were
made to the European Union (EU)
countries. 6 billion 541 million
860 thousand dollars of electrical
and electronic products were
exported to EU countries. The EU
countries were followed by the

Middle East with 1 billion 486
million 94 thousand dollars and
African countries with 920 million
354 thousand dollars.
Turkey increased its electronics
exports to CIS countries by 22.08
percent and by 4.7 percent
to Middle Eastern
countries. In
B this context,
883 million
pn, g 27 thousand
& 7 dollars of
exports were
made to the
Commonwealth
of Independent
States.

ISTANBUL LEAD THE EXPORTS
Last year, 5 billion 845 million
688 thousand dollars of foreign
sales of electronics were made
from Istanbul, corresponding to
approximately 52 percent of the
total exports in this field.

<

Electronics is one of the
five sectors that the
Ministry of Industry and
Technology of Turkey
incentivizes.

Turkey near 6 gigawatts
in solar energy

TURKEY?’S solar power
generation capacity
has increased to 5995.2
megawatts as of
December 2019

According to the data
announced by Turkey
Electricity Transmission
Company (TEIAS), the
increase in 2019 was
932.5 megawatts

However, the total
power generation
capacity increased by
2.716.2 megawatts in
2019, reaching 91,267
megawatts.

OYAK to establish carbon
black plant in Turkey
with Taiwanese (SRC

OYAK Turkey's largest
occupational pension
fund, has started to
work on establishing a
carbon black production
facility with collaborating
with the world's sixth-
largest carbon black
manufacturer, Taiwanese
company Continental
Carboun owned by
the CSRC International
Investment Holdings Co
Ltd.

With the project
to be implemented in
Iskenderun, the annual
requirement of 220
thousand tons of carbon
black will be met. Carbon
plack mainly used in
venhicle tires as well as
many different fields,
has a domestic market
volume of 260 million
dollars.
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SUGGESTIONS

Companies and unions:
Strategic workforce plan
Talent transformation

programs
New business models

Public enterprises:
Geographical / sectoral
strategic workforce planning

Development and
technology centers

Accelerators and incentives

Educational institutions:
Updating the training
model

Improving the learning
experience
Lifelong learning

Individuals:
Continuous learning and
self-development
Social and technological
competencies

WHILE the pace of development
of automation, artificial
intelligence (AI) and digital
technologies varies in different
countries, Mckinsey’s research
shows that the adoption of these
technologies can affect 50 percent
of the world economy.

Existing technologies around
the world will allow 50 percent
of the work to be done with
automation. More than one-third
of the work done in 60 percent
of the professions in Turkey
can be automated with existing
technologies.

Even though automation,
artificial intelligence and digital
technology may cause some jobs
to be eradicated Turkey, it has the
potential of creating 3.1 million
jobs, along with the growth of

Mckinsey: Artificial
" Intelligence to
‘eate 3.1 million
jobs in Turkey

We are on the verge of

a new digital era where
technologies not only do

what we think people
can do, but also do it
better than people do.

service economy and investment
growth by 2030.

KEY FINDINGS OF MCKINSEY’S
REPORT:

@ Automation, Al and digital
technologies are playing an
important role in our lives and
with these technologies, an
improved level of prosperity and
a better life for everyone can be
achieved.

@ In Turkey, automation, Al

and digital technology, leads to
changes in behavior and daily
habits of an average person. This
effect increases with economic
and social changes.

@ Automation, Al and digital
technology, although eventually
to increase the productivity in
Turkey, may cause for some jobs
to be lost. Consisting of new

jobs along with the growth of
investment growth and service
economy, Al has 3.1 million job
growth potential until 2030.

@ Al plays an important role in in
the transformation of workforce
competency and development in
Turkey and gaining competence
for new professions.

@ The workforce will need to gain
stronger social competencies and
develop advanced technology
competencies.

® To implement Turkey’s
transformation, as all relevant
stakeholders, there should be a
collaboration in the initiatives on
business models for the future.
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Prominent Sectors of 2020
According to Audit Firms

Deloitte Private Turkey Leader
Ali Cicekli

2020 May Issue
New Unicorns

DELOITTE’S merger and acquisitions report, published
in the second week of January, summarizes not only the
sectors that are particularly interesting for the investor

in 2019, as well as providing important clues about the
promising sectors for the investor in 2020. According to
this report in 2019, despite declining business volume

of our country, 64 percent of both monetary and unit-
based transactions attracted foreign investment in Turkey
suggest the potential of attracting investment in Turkey. In
the light of these data, it can be foreseen that three sectors
will come into the forefront in 2020.

The first of these is Fintech (financial technologies).
Especially with the new regulations made by the Banking
Regulation and Supervision Agency (BDDK) in 2019, it
can be thought that the companies operating in this field
will rise in 2020 in our country, in line with the global
markets, while establishing a legal basis that paves the
way for the activities of payment services and electronic
money systems in our country. The expectations of key
global market players entering the Turkish market in
2020 supports the argument that it is is an open field for
investors.

The second promising area is the “startup” ecosystem.
Quickly developing startups in our country is another field
that attracts the attention of investors. Venture capital
investments and angel investors, which constitute 30
percent of the total number of transactions in 2019, show
that startups will be the focus of interest in the upcoming
period.

The third area that is also important is family

companies and private businesses operating in

the production sector, which has a strong export
infrastructure and potential. Similar to 2019, it is not
difficult to foresee that the promising business model
and the companies with high financial performance will
be the center of attention for small and medium sized
companies. In terms of medium-sized companies, the
chemical and transport sectors are two areas that will
stand out.

Head of Advisory, KPMG Turkey
Musfik Cantekinler

Investment Appetite
to Increase in 2020

AS KPMG Turkey, we maintain our optimistic
view regarding 2020 and expect the investment
appetite to increase which has lost its momentum
compared to prior years in 2019. The main driving
factors of the expected recovery in 2020 are; the
low interest rate policy of the central banks, the
foreign currency valuation of Turkish assets
being below the historical averages, improvement
of the main economic indicators as well as
measures announced within the scope of the New
Economic Plan. We expect the companies with
export oriented high growth, diverse geographic
area, distinctive technology and high level of
accumulated know-how are most likely to achieve
higher valuations and to increase the overall M&A
volume in Turkey.

In light of our expectations, we anticipate
the industrial manufacturing and automotive,
energy and natural sources, technology, media
and telecommunication sectors to stand out as
preeminent sectors which will more likely to favor
from the increasing level of investor appetite and
M&A volume. In addition, Turkey Wealth Fund
(TWF)’s anticipated investments in petrochemical,
mining and power generation and the merger
of public insurance companies under the TWF,
and the commencement of sales processes for
the companies transferred to the Savings Deposit
Insurance Fund (SDIF) are among the factors to
increase the transaction volume within 2020.
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2019 exports reach to
a record level of 180.5
billion dollars

Despite the difficulties in global trade, a new Turkish Republic history
record was reached with 180 billion 468 million dollars in exports.
Our exports in 2019 increased by 2.04 percent compared to the
previous year and amounted to 180 billion 468 million dollars, said
Commerce Minister Ruhsar Pekcan.
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DESPITE all the problems in
global trade, a new historical
export record was posted in 2019
with 180 billion 468 million
dollars, Turkish Exporters
Assembly (TIM) Chairman Ismail
Giille and Trade Minister Ruhsar
Pekcan announced.

Pekcan said, “According to the
General Trade System (GTS) data,
our exports in 2019 increased
by 2.04 percent compared to the
previous year and amounted to
180 billion 468 million dollars.
Our imports decreased by 8.99
percent to 210 billion 394 million
dollars. Our foreign trade deficit
decreased by 44.9 percent. Our
foreign trade deficit, which was
54 billion 323 billion dollars in
2018, decreased to 29 billion
926 million dollars by the end of
2019”

Pekcan said, “Foreign trade
made a record contribution of
4.7 points to growth. This is
the largest contribution to the
country’s foreign trade growth
seen in 18 years in Turkey. We
supported the economy with 3.2
billion liras in 2019. This is the
largest export support figure in
the history of the Republic. In
2020, we will raise it to 3.8 billion
liras”.

EXPORTS UP BY 4.87 PERCENT
IN DECEMBER

According to the GTS, exports
rose by 4.87 percent to 15.39
billion dollars, while the imports
rose by 20.05 percent annually
to 20.11 billion dollars in

Exports increased by
2.04 percent to 180
billion and 468 million
dollars in 2019, setting
a historical record.

December, resulting the foreign
trade deficit to increase by 127.4
percent to 4.72 billion dollars.

The export/import coverage
ratio posted 85.8 percent in 2019,
increasing from 76.5 percent in
2018.

MOST EXPORT TO GERMANY
In December, products were
exported to 206 different
countries; Germany, Iraq and the
United Kingdom were the most
exported countries respectively.
The Russian Federation,
Germany, and China were
the first three countries most
imports were made from.

In December, exports to
Iraq increased by 15.75 percent
compared to the same month
of the previous year, while the
exports to United Kingdom
decreased by 4.44 percent. On the
other hand, exports to France,
which is among the countries
Turkey exported most in
December, and Spain increased
by 10.3 percent and 6.1 percent
respectively.

TURKISH LIRA WAS USED IN
EXPORTS TO 179 COUNTRIES
As of December, the number of
countries where Turkish Lira
used on export transactions
rose to 179, while the number
of countries that Turkish Lira
was used in import transactions
was 110. The total amount of
foreign trade in Turkish Lira in
December was 11 billion 361
million liras, of which 4 billion

¥

-

Automotive
industry was the
first among the

sectors in total
exports with 30.6
billion dollars,
followed by
chemicals and
chemical products
sector with 20.6
billion dollars and
apparel exports
with 17.7 billion
dollars.

Imports decreased by
9 percent to 210 billion
and 394 million dollars.

632 million liras were as exports
and 6 billion 728 million liras
were as imports.

TiM CHAIRMAN
GULLE: RECORD
EXPORT LEVELS
DESPITE
‘“ DIFFICULTIES AND
L SLOWDOWN
In his speech at the Foreign
Trade Assessment Meeting TIM
Chairman ismail Giille said,
despite the difficulties and the
slowdown in global trade Turkey
has crowned its new record levels
of exports with a historic high in
20109.
Giille emphasized, “When
we look at exports by country
groups, European Union ranks
as our largest market with 44.3
percent share. Share of Middle
Eastern countries up by 6.0
percentage points to 21.5 percent
and the share of European
countries increased by 4.5
percentage points to 7.6 percent.”
Giille stated that exports
increased by 4.87 percent to
15 billion 385 million dollars
in December and added, “We
have reached the highest export
figure of December in the
history of Turkey in December
2019, leaving behind the export
figure of 14.7 billion dollars
in December 2017. Despite
the difficulties in the global
conjuncture and the slowdown
in global trade, we broke
the historical records of the
Republic again in eight of the
12 months. Our annual exports
have reached 180 billion and
468 million dollars to a new
record high.”

v
r.r

TiM ASPIRES DOMESTIC CAR
Reminding the introduction of
the domestic car Giille said:

“We want to see our domestic
car, which we admire in every
sense, on the roads in 2022,
and we promise that we already
aspire to 300 vehicles in order to
convert all of the duty vehicles
connected to TIM and our
exporter unions into domestic
and national cars. As the export
family, we’re excited to be able
to export our domestic car. We
anticipate that we can save up to
10 billion dollars by reducing our
dependence on imports in the
energy sector. We are also excited
to see the domestic car exports’
contributions to the “Foreign

FEBRUARY 2020 ISSUE 79



Export

Turkish Airlines transports to 126 countries and helps Turkish -
exporters getting access to the world with it’s fleet of 350

planes, 24 of which:being cargo planes.

Trade Surplus goal of Turkey.”

THE AUTOMOTIVE SECTOR
HAS THE FIRST PLACE
Conveying the details of the
export figures in December, Giille
said, “We see that our automotive
sector has ended the year in the
first place in December with 2.5
billion dollars. The automotive
sector was followed by the
chemicals sector with 1.3 billion
dollars, the steel sector with

1.1 billion dollars and electric-
electronics sector with 978
million dollars.”

Giille said that Turkey’s EU
exports of information that
the 6.8 billion dollars range
and added, “We see that we do
export 8 billion dollars together
with other non-EU European
countries.”

Giille added that the EU
followed by the Middle East
countries African countries
where exports amounted to 3.3
billion dollars with an increase
of 16.2 percent, and 1.6 billion

dollars with a 7.8 percent
increase respectively.

MOST EXPORTS TO GERMANY
In December 2019, the top five
exporters were Germany with
1.29 billion dollars, Iraq with
969 million dollars, the United
Kingdom with 885 million
dollars, the United States with
765 million dollars and Italy
with 749 million dollars. The
five countries Turkey’s exports
increased by most are Yemen
by 177 percent, Oman by 171
percent, 157 percent, and
Norway, Slovenia by 72 percent
and Turkmenistan by 67 percent.
Giille said, all the action taken
by the principle win-win has
contributed to Turkey’s exports
and pointed out the benefits of
the Free Trade Deals signed with
countries such as Israel, Egypt,
Morocco, Georgia, and South
Korea.

YALOVA’S EXPORTS
INCREASED THE MOST

Providing information on
exports on a provincial basis,
Giille said, “The top five
provinces that exported the
most were Istanbul, Kocaeli,
Bursa, Izmir and Ankara. The
most remarkable increases

were Yalova, increasing its
exports fivefold, Sirnak’s exports
increased by 55 percent and
Cankirr’s exports increased by 53
percent.”

Giille noted that there is a
strong increase in the export
value and added, “Our export
volume increased by 3.8 percent
in December and amounted to
12.2 million tons. The increase
of 4.87 percent on value basis
shows that we achieved a
significant performance in terms
of added value in December. Lira
exports reached 4.6 billion liras
from 179 different countries in
December. The loss caused by
the euro-dollar parity was in the
range of 172.5 million dollars
in December, while it was 4.6
billion dollars in 2019.”
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EXPORTS TO OVER 40
COUNTRIES
Giille underlined that the
number of contries exporting
over 1 billion dollars was 40.
Furthermore he added that 18
provinces in Turkey exported
over 1 billion dollars is 18.
Pointing out that Trabzon
participated among the cities
that succeeded to exceed the
1 billion dollar threshold last
year, Giille said, “We want to
focus on the provinces that
exceed 1 billion dollar threshold
and support them with raising
awareness on exportation and
open Eximbank branches.
Giille stated that 23 sectors
exceeded 1 billion dollars
threshold last year, and added
that ship and yacht sector
exports increased by 5.2 percent
and exceeded 1 billion dollars
limit.

17 THOUSAND 544 COMPANIES
SAID STARTED EXPORTING
Last year, the number of

e

exporters increased by 9.3
percent, Giille said and added,
“Our export family grew each
month with the participation
of approximately 1,500 new
companies. According to our
records for the first time this
year, 17 thousand 544 companies
started exports and reached the
export figure of 4 billion 345
million dollars.”

Giille pointed out that they
attached great importance to
increasing market diversity
last year and added, “The share
of the EU, our biggest market,
was 48.8 percent despite the
Brexit process, while the share
of Middle Eastern countries in
exports increased by 4.5 points
to 19.3 percent. The share of
African countries increased
by 0.4 percentage points to
9.2 percent, especially in the
Chinese market, both in Beijing
2019 and in China Import Fair,
we exhibited Turkish export
products with large scale
participation and launched new

O __

Turkish exporters have
exported to 206 different
countries in December.

—

cooperations.”

2020 GOALS
Ismail Giille pointed out that
the objectives for 2020 were
implementing the strategies to
be applied for target countries
and the industry and to improve
the brand perception of Turkey
to conduct several studies for the
development.

Stating that they will
implement a digital platform
in 2020 in which exporters can
easily access standardization
and certification information
related to all target markets
in cooperation with Turkish
Standards Institute, Giille said
that they will continue to take
steps to encourage businesses to
increase their exports.

Giille ended his speech by
saying, “We will carry our flag
in every corner of the world all
throughout the year, and will
work for foreign trade surplus
target. We are going to bring our
exports to a better place in 2020.”
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THY awarded as Turkey’s
top service exporter

Turkish Airlines (THY), SunExpress and Pegasus awarded as
Turkey’s top service-exporting companies across Turkey in
Turkey’s 500 Top Service Exporters Award Ceremony.

THE AWARD ceremony, organized
by TIM was attended by President
Recep Tayyip Erdogan, Minister
of Treasury and Finance Dr.

Berat Albayrak, Minister of Trade
Ruhsar Pekcan, Minister of
Family, Labor and Social Services
Zehra Zumrtt Selcuk, Minister

of Culture and Tourism Mehmet
Nuri Ersoy, Minister of Industry
and Technology Mustafa Varank
and Ministry of Transport and
Infrastructure Mehmet Cahit
Turhan.

Turkish Exporters Assembly
(TIM) Chairman ismail Giille, who
made a speech in the ceremony,
said “Our goal is ‘Turkey with
foreign trade surplus’ and we are

@llle, “Turkey’s
growth,
employment and
added value are
entrusted to us,
the exporters”

moving forward with this goal.
Both products and services are
part of this goal. In this period,
which we are moving at the level
of 200 billion dollars in exports,
we attach a special importance to
service exports in our strategies
for the future.

Turkey’s 500 Top Service
Exporters Award Ceremony,
organized by Turkish Exporters’
Assembly with the participation
of Ministry of Economy, was
held for the third time with
the participation of President
Recep Tayyip Erdogan. The top
10 exporting companies across
Turkey and first 3 companies from
17 sectors according to Turkey’s

500 Top Service Exporters
Research were presented with
their awards. Turkish Airlines
ranked first in the gradation, made
accordingly with 2017 figures.
Giille said “Turkey’s growth,
employment and added value are
entrusted to us, the exporters” and
mentioned that service exports
progressing by the leadership
of the president. Saying that
they believe that Istanbul Grand
Airport will contribute to Turkey’s
growth by interconnecting 60
countries and economies of 20
trillion dollars.
Giille pointed out that TIM
is moving forward to the goal,
“Turkey with foreign trade
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surplus” and added, “ In this
sense, in the export of both goods
and services we are moving
forward with this goal. In this
period, which we are moving to
the level of 200 billion dollars

in exports, we attach a special
importance to service exports in
our strategies for the future. Our
system is established to register
our goods exports. We also need
to establish this system for our
service exports and transit trade.
Based on this; in order to be able
to register services exports, transit
trade and e-exports as soon as
possible, we continue to work with
our Minister of Trade, Mrs. Ruhsar
Pekcan.”

“NO STOPPING, WE WILL
CONTINUE TO RUN BY TAKING
RISKS”

Stating that if the big goals were
not set, the steps would be small,
Giille said:

“We do not have the luxury to
continue with small steps. In fact,
we do not have the luxury to walk.
As Mr. President said many years
ago, ‘No stopping!” We will run and
we will run by taking risks. We
have to make the breakthrough
run. For this reason, we have to
implement all of it, whatever the
civilization has ordered: high
value added, brand, design, R & D,
innovation .”

Gulle: Our goal is Turkey
with foreign trade surplus
and we are moving
forward with this goal. In
this sense, in the export of
both goods and services,
we are moving forward
with this goal

Top10
Companies in
Service Export:

® Tiirk Hava Yollari
Anonim Ortakligi

® (s(ines Ekspres Havacilik
A.S. (SunExpress)

® Pegasus Hava
Tasimaciligr A.S.

® Fkol Lojistik A.S.

® (ap insaat Yatirim ve
Dis Ticaret A.S.

® Tav Havalimanlari
Holding A.S.

® Rinesans Holding A.S.
® Netlog Lojistik
Hizmetleri A.S.

® ()deon Turizm
Isletmeciligi A.S.

® Atlasjet Havacilik A.S.
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FDI Spotlight in Turkey

Turkey has jumped up 10 places and ranked 33™ in the World Bank’s
Doing Business 2020 Report. This remarkable increase serves as a
reference for Turkey’s investment potential.

Turkey attaches great importance to foreign direct investments for its
economic development and believes that four of the main reasons to invest
in Turkey include the ongoing successful economic reforms to support
the inward investment proposition, having unique and strong market
fundamentals, being an international hub for key sectors, and benefiting
from a modern economy supported by a young and educated population.

» FDI Inflows Number of Foreign
FDI Inflows (USD Billion) (USD Billion) Companies in Turkey
Poland 5 Poland 24 21 74,200
(zechia 38 Turkey _ 207
Hungary 3 (zechia 97
15 5,600
Turkey . 13 Hungary 53
1973-2002  2003-2019 1973-2002  2003-2019
1990-2002 2003-2019 (30 Years) (17 Years) (30 Years) (17 Years)

FDI Inflows (USD Billion)

e World (§ Bilion, LHS) b

2000 —Turkey ($ Billion, LHS) 20
1500 15

1000 10
500 5
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Turkey’s Ranks 33™ in World Bank
Doing Business Reports
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TURKIYE HOUSE SHINES OUT
AT DAVOS
The 50th World Economic Forum
Annual Meeting 2020 was held
on January 21-24 in Davos,
Switzerland. The Investment
Office and Turkey Wealth Fund
held bilateral talks at the Turkiye
House in Davos with distinguished
participants of the forum.
Minister of Treasury and
Finance Berat Albayrak, Minister of
Foreign Affairs Mevliit Cavusoglu,
and Minister of Trade Ruhsar
Pekcan represented Turkey at
the forum. As well as attending

INVESTMENT
OFFICE

TAKES STAGE

AT EMPEA
GLOBALTURK
PRIVATE EQUITY
EVENT

The 4th Annual
Executive Briefing
on Private Equity
in Turkey and
Environs took
place on December
5,2019 in Istanbul.
Jointly organized
by the Emerging Markets Private
Equity Association (EMPEA) and
Globalturk Capital, the event
brought together private equity

executives from around the globe.

Investment Office President

«%( %K EC ’Il!?lﬂc

REINAA

sessions, ministers also met with
leading figures of the business
world as part of WEF 2020.
Minister Berat Albayrak spoke
at the “Shaping the Global Growth
Agenda” panel at the forum and
acknowledged the audience on
Turkey’s growth targets and
economic performance. Also,
visiting the Turkiye House, Albayrak
said that the Investment Office, the
Turkey Wealth Fund, the Finance
Office and executives of the Istanbul
Financial Center held one-on-one
and bilateral talks with related local
and foreign groups at the House.

Arda Ermut gave an
address on growth
prospects for Turkey
and on the recent
developments in private
equity in the country.
He stated that private
equity and venture
capital companies
were quite active in
Turkey in 2018 and
three of top ten venture
capital-backed exits in
Europe were Turkish.
“We believe that private
equity will make a significant
contribution to our endeavors to
attract investment into Turkey.
This is because private equity is a
major source of FDI in the world,
as well as in Turkey,” said Ermut.

FDI News in January

ISTANBUL based grocery
oelivery startup GETIR has
secured USD 38 million
"Series A" funding from

a group of Silicon Valley
venture capitalists, providing a
boost to Turkey's tech scene

A consortium of six Chinese
companies—the Chinese
highway company Anhui
Expressway, China
Merchants Expressway
Network & Technology,
CMU, Zhejiang Expressway,
Jiangsu Expressway =nd
Sichuan Expressway-are

to buy a majority stake in
Turkey's ICA Construction, &
joint venture between Turkey's
IC Ictas Construction =nd
taly's Astaldi, for USD 6885
million to participate in a
Turkish expressway project

Danish wind turbine
internals producer Resolux
Group =nd Turkish industrial
manufacturer Bayramoglu
have established Resolux
Turkey, for the production of
internal turbine components
in Turkey. The joint venture
will primarily focus on
exports, with plans to sell to
the domestic market as well.
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INVESTMENT OFFICE
ATTENDS BUSINESS MEETING
INITALY

Investment Office President
Arda Ermut attended a business
meeting in Italy on January
20™, organized by Italian law
firm Grimaldi Studio Legale and
independent and non-profit
think tank CeSPI. The meeting
showcased the survey results

compiled from the 78 Italian
companies operating in Turkey
in the November-December 2019
period.

Commenting on the survey
results, Ermut said that 9 out of 10
Italian companies are pleased to
invest in Turkey. “It is encouraging
to get such positive feedback. We
hope that this trend will continue
to improve moving forward,” said

Ermut.

Ermut also spoke to
participants about Turkey’s
strategic location, fiscal system,
legal system, macroeconomic
policies, geostrategic risks,
and relations with the US and
EU. Turkish Ambassadors to
Rome and Vatican Murat Salim
Esenli and Liitfullah Goktas also
attended the meeting.

INVESTMENT OFFICE JOINED
TEKNOFEST MEETING IN
GAZIANTEP

Plans for the third edition of
TEKNOFEST Aerospace and
Technology Festival, organized
by the Turkish Technology Team
Foundation and the Ministry

of Industry and Technology,
Teknofest 2020, were unveiled
during a meeting held in
Gaziantep Zeugma Museum on
January 20. Furkan Karayaka of
the Investment Office joined the
launch meeting.

Turkey’s most extensive
festival covering aerospace,
space, and technology events,
TEKNOFEST lasted 6 days in
2019 and boasted attendance of
1.7 million tech-focused people
from various global and domestic
companies, universities, and
public institutions.
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Foreign investors generated 64 percent
of Turkish M&A market deal volume

Turkish market saw a total M&A deal volume of around 5.3
billion dollars in 2019, through 233 transactions. Foreign
investors generated 64 percent of the total annual deal volume.

FOREIGN investors made a

solid contribution to the annual
deal volume once more at 64
percent while the share of foreign
investors in the total annual deal
number was limited at 30 percent
with 71 transactions. Turkish
investors generated an annual
deal volume of 1.9 billion dollars,
including estimates for undisclosed
values, with 162 transactions

and comprised 36 percent and

70 percent of the total annual
deal volume and deal number,
respectively.

While small and middle market
transactions dominated the overall
M&A activity in 2019, the ten
largest transactions - based on
disclosed values — comprised 50
percent of the total annual deal
volume. 212 transactions each with
a deal value less than 50 million
dollars, which accounted for 91
percent of the total deal number,
represented 28 percent of the
total deal value. The acquisition
of Third Bosphorus Bridge and
Northern Marmara Motorway by
China Merchants Group was the
largest transaction of the year with

Deal Number

Switzegland Azerbaijan Spain
UAE
Japan
6 — 3
Germany___
8
Foreign
Investors Erance \
71 8 Other
19
UK __
USA
10
FO[Q‘QH investors had Deal Value (Disclosed; US$ million)
64 percent share of the Qatar

annual trade volume with
Jransactions in 2019

Foreign
Investors
66%"

\_Japan
1%

\Netherlands
8%

o
% South Korea

5%

36% Turkish Investors / 64% Foreign Including estimates for deals with undisclosed values.
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a disclosed deal value of 688.5
million dollars and alone comprised
13 percent of the total annual
deal volume. Also, the transaction
whereby Ko¢ Holding increased
its stake in Yap1 Kredi Bankasi for
a consideration of 402.6 million
dollars was the largest transaction
involving a Turkish investor.

In privatization landscape, the
operating rights of the national
lottery company (Milli Piyango)
and the sports betting company
(Spor Toto iddaa) were transferred
to private sector companies on
the basis of revenue sharing,
through tenders held by Turkish
Wealth Fund (TWF) and by Spor
Toto Organization, respectively.

In addition, the Savings Deposit
Insurance Fund (SDIF) conducted
a single transaction, involving
Adabank with a deal value of 60
million dollars.

M&A activity was spread-out
across historically active sectors,
including technology, internet
& mobile services, energy,
manufacturing, e-commerce, food
& beverage, chemicals and financial

services. Technology with 48 firms,
internet & mobile services with

32 firms and energy with 24 firms
ranked first as the most targeted
sectors. making 45 percent of total
annual deal number.

Although global economic
uncertainties and geopolitical
headwinds are likely to persist in
2020, the Turkish market offers
strategic opportunities to investors
and we expect the Turkish M&A
activity to pick up in a rebalancing
environment.

Foreign and Turkish investors
generated 64 percent and 36
percent of the total annual deal
volume (including estimates for
undisclosed values), respectively,
through making up 30 percent
and 70 percent of the total annual
deal number, respectively. Foreign
investors were involved in 71
transactions amounting to 3.4
billion dollars, while Turkish
investors generated a total volume
of 1.9 billion dollars through 162
deals.

Foreign investors contributed to
the total annual deal volume at 64

The top ten largest
fransactions composed
4905 percent of the total
fransaction volume

v

percent. European investors once
again took on the lead with 43 deals
exceeding a total value of 1.3 billion
dollars, comprising 61 percent and
40 percent of foreign investors’

total deal number and volume,
respectively. On the other hand,
investors from Asia Pacific and Gulf
regions concluded the year with

12 deals and 6 deals, respectively,
together made up 50 percent of
foreign investors’ total annual deal
volume. In line with previous years,
investors from USA and the UK
were at the top of the list in terms of
deal numbers, followed by French,
German and Japanese investors.

On another note, there were some
foreign investors who increased
their stakes in their Turkish
subsidiaries, as well as a few others
who exit their investments in
Turkey.

In 2019, financial investors
engaged in 87 transactions worth
approximately 900 million dollars.

Foreign investors were involved
in 71 transactions amounting to 3.4
billion dollars.

Announcement Target .
Date Target company company's
sector
1 December 19 ICAIC Ictas Astaldi Building &
Construction
2 May 19 Boyner Perakende CeluCs
Y y Markets
3 December 19 YapiKredi (UniCredit Flnar-mal
Shares) Services
) Industrial
4 April 1 Betek B .
Pl etek Boya Manufacturing
. Industrial
B February 19 Ulusoy Electric MEnuaE
Pasabahce (EBRD Consumer
6 November 19 Shares) Markets
7 June 19 iyzico TMT
s January 19 Belenco (EekerYuzey Industnal-
Tasarimlan) Manufacturing
JW Marriot Karakoy, Building &
e ey 1 Sheraton Dolapdere Construction
10 August 19 Kamil Koc Transportation

. Transaction
Buyer Bour\i/:irns value Stake (%)
(million $)
China Origin
Companies' China 688.5 51.0%
Consortium
Mayhoola Qatar 415.5 45.0%
Koc Holding Turkey 281.8 9.0%
Nippon Paint o
i Japan 2375 95.9%
Eaton USA 235.1 82.3%
Sisecam Turkey 168.3 14.9%
PayU South o
(Naspers) Africa Y U020
Lotte
Az | o 109.8 72.5%
. Korea
Materials
ARTIC Qatar 103.9 100.0%
Flixmobility — Germany 93.0 100.0%
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The Power Symbol
of Turkey: Jewelry

The global luxury consumer market has exceeded 1
trillion dollars, one quarter of which is constituted by
the top 100 consumer brands. Even though there is no
company from Turkey in the Top 100 list, Turkey is on

the radar of private buyers of luxury brands in some

consumer products. Super yachts and jewellery are at the

top of these product groups.

TURKEY is one of the top four
countries that recieves the most
luxurious yacht orders. On the
other hand, Turkish brands in

the ready-made clothing and
cosmetics sector, which continue
to go retail worldwide, are shown
as the closest candidates of the top
100 list. Another luxury product
group that is driving Turkey brand
forward is jewellery.

The designs that come from
the masters who grew up in
ancient lands that hosted different
civilizations for centuries, are in
the first place in the jewelry choice
of developed countries, especially
the USA and Japan. The number
of world-famous names among
buyers is also quite high.

While the world renown pop
artist Madonna introduced her
single Medellin, she appeared
before the press by wearing a
necklace of talisman jewelry
designer Ece Sirin. Cate Blanchett,
Kate Winslet, Beyonce and
Rihanna are among the celebrities
who prefer the designs of Ece

\/

Sirin, creator of Bee Goddess.

The use of diamonds and
jewels that belong to jewelery
designer Sevan Bigakci was
another detail that showed the
popularity of the country brand
in the movie Oceans8, released
in 2018, which was about a big
necklace heist.

According to Bain & Company’s
“Worldwide Luxury Study 2019”
the worldwide luxury market grew
4 percent in 2019 to 1.3 trillion
euros with an overwhelmingly
positive outlook that is prevailing
over concerns about global
instability.

The insatiable drive to travel is
one of the reasons luxury travel
executives believe that 2020 will
be another banner year for the
segment.

The core personal luxury
goods segment achieved 4 percent
growth at exchange rates and
reaching 281 billion. When
it comes to categories within
personal luxury goods, jewelry
stand out as the outperformer,

growing by 9 percent in 2019,

Bain & Company anticipates
that the luxury customer base will
expand to 450 million people by
2025, up from 390 million people
in 2019, mainly thanks to the
growing middle-class, especially
from Asia.

Turkey has various strengths
in luxury tourism such as the
manufacturing on wedding
dresses, yachts, jewellery, and
luxury hotels that are actively
hosting and seven more to be
constructed between 2020 and
2022.

JEWELLERY: A
5,000-YEAR-OLD
HERITAGE

Jewellery being one of Turkey’s
cultural heritages with its history
of more than 5,000 years is
contributing the “Turkey with
foreign trade surplus” goal also
presents opportunities to foreign
investors.

The jewellery sector holds
a place in the cultural heritage
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of Turkey. Being fostered by

the many civilizations such as
Lydian, Hittite, Macedonian,
Greek, Roman, and Ottoman that
existed in the country, the craft
of jewellery has been regarded

as among the most eminent
occupations down through the
ages.

Today, the Turkish Jewellery
and Valuables sector turns out to
be one of the prominent sectors
globally. Over 1,000 large factories,
which are equipped with state-
of-the-art technology and employ
more than 1,000 staff each, are in
service in Turkey. Approximately
350,000 people are employed
by over 4,000 producers in
40,000 retail stores in the sector.
Huge manufacturing capacity;
Kuyumcukent The Turkish
Jewellery and Valuables sector
has been an arbiter in the export
market since 1980. The number
of member exporter companies
of the Jewellery Exporters’
Association is almost 1,000 as of
today.

Kuyumcukent, one of the
most distinguished production
compounds in the world, fosters
more than 1,000 producers in one
site and employs 20,000 people.
The company whose production
capacity is the largest in Europe
is in Turkey. Increase in exports
continues Export transactions
of the Turkish Jewellery and
Valuables sector exceeded 3 billion
dollars in the year 2014. The
sector’s export figures increase
steadily each year. While the
export figure was 200 million
dollars in 1998, today it has grown
to 3 billion dollars, as official
records indicate, and this figure
comes close to 5 billion dollars
when shopping by tourists and
shuttle trading are included.

Turkey is the second-largest
gold jewelry producer in the
world, after Italy. More than 90
percent of the sector’s exports
are derived from the category of
gold jewelry. A great opportunity
in stone jewelry. Turkey With
the exemption of tax from

Jewelry from Sevan
Bicakers collection, used in
the movie Ocean's 8

Turkey’s strengths
Visa easements
Accessibility
Easy terms of
incorporation
Largest jewelry inventory
in the world
Turkey aims to be a trade
and stone cutting center
of region

The craft of jewellery
has heen regarded as
among the most eminent
occupations down through
the ages.

precious stones’ import, Turkey’s
ability to use her advantages
becomes possible. It is foreseen
that Turkey is going to be the
world’s new stone center because
of advantages over Israel and
Belgium.

In 2019 Turkish jewelry
exports hit record levels of 7.2
billion dollars, surpassing the
previously set goal of 6 billion
dollars, the Jewelry Exporters
Association announced.

The UAE, the USA, Hong
Kong, Libya and Israel were the
top buyers of gold products and
jewelry goods in 2019.

While the gold jewelry and
jewelry shop was the leader
in total jewelry exports with
a volume of 2 billion dollars,
other product groups and export
amounts in these groups are
unprocessed or semi-processed
gold with 1.7 billion dollars,
diamond jewelry items with 151
million dollars, silver jewelry and
jeweler items with 115 million
dollars.
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Kamar: Our exports totaled 7.2
billion dollars in 2019

Jewelers Exporters’ Association Chairman Mustafa Kamar said,
jewelry exports reached 4.1 billion dollars and totaled 7.2 billion
dollars, including gold sent under the inward processing regime, setting
a record and exceeding the export target of 6 billion dollars for 2019.

here is Turkey’s position in the world jewelry market?

Turkey is one of the five largest jewelry markets in the world excluding the gold
bullion trade, with China, the USA, India, and Russia. We have a strong dynamic.
Our culture is like that of India and China, gold is perceived as a commodity for
investment purposes, also used as a cushion of capital. In addition to this, we are
one of the world’s three largest manufacturers, with approximately six thousand
manufacturers and 35 thousand goldsmiths and subsidiaries, employing 250
thousand people. Besides, we are one of the three biggest exporters in the world with
Italy and China. Dynamically, we are a very powerful country. The jewelry sector is
one of the most important sectors with no scaling problem in Turkey. Turkey has a
production capacity of 16 - 17 billion with one shift. If we increase this to two or three
shifts, we can reach 50 - 60 billion dollars without any investment.
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What can be done to
improve Turkey’s jewelry
production and to increase
exports? What are your
plans?

We have a strong production
capacity. We use technology
very well, but we are dragging
to use new technologies.

The first problem is here.

To be fair, Italians create

new technologies. They
innovate first, and then we
implement it. We are great

at implementing; we can
even improve after we get the
first inspiration. But there is
no technology that we have )
discovered before anyone else. ¢
This is the most important
thing. The machinery sector
and the chemical sector are

not aware of the jewelry sector. “We can export
Although jewelry is a labor- 12 billion dollars if
intensive sector, technology filion dofiars |
is also used. Therefore, the the government
jewelry sector uses laser wants us to.”

and 3D technologies very
intensively. The by-products
of these technologies also
come from abroad, which can
be produced here. Secondly,
another shortage in Turkey
as [ always say is the design
process. Unfortunately, we
follow in design. Someone
makes a design; we see it and
we do a better job than them.
We invest in design a lot; we
organize trainings and design
competitions and we call out
to all jewelry companies to

create a design department.
We have vocational schools
on design in 21 universities,
design departments and we
say that we should place the
graduates to work. Other
subjects are sub-details, such
as stone cutting. Stone cutting
is on Turkey’s agenda for
along time, because if you
want to produce something
really special you must cut
the Stones accordingly. There
are two kinds of stones in the
world, standard stones that
are used everywhere and
special cut stones. Italians cut
their stones according to their
designs, China and Thailand
are also very successful. When
they produce a non-standard
model, they can also cut non-
standard stone. We design
our models according to the
standard stones, which are
more readily available, but
then the added value is low.
We have been working on
stone cutting villages Project
for a long time. Stone cutting
has two disciplines; one is
diamond cut, the other is
colored stone cut. We do our
cutting for colored stones. In
fact, we will soon establish

a stone-cutting workshop
and bring craftsmen from
Thailand. The annual cost

of this will be about 100 -
150 thousand dollars. First,
we want to bring these two
foremen and plant the seeds

that are related to special stone cutting
here. Therefore, when these three parts
of Turkish jewelry improvements are
implemented and the completion of its
own technology, we will be the market
leader if we are to be a country that uses
its own design and cut the stones.

There are classical moves for all
sectors to increase exports. They organize
fairs, conducts B2B meetings, the
marketing staff of each company travel
around the world, these are standards.
However, it is not always possible to reach
the target customers. We want to get
out of the standards now. It is an age of
communication and relationship; we will
carry out all our marketing activities with
the motto “relation & communication”.
People no longer have the trouble in
finding goods, everyone finds the goods
they want to find according to their fiscal
strength. When we thought about how
we could do this, we decided to create
a B2B holiday format. First, we started
with Saudi Arabia, then in Miami and
invited nearly 125 companies from
America and Latin America. We both
offered them a holiday opportunity and
we had the chance to meet them and
show them our collections. This format
is very popular in America. Then we
decided to divide our target points into
four in the world. Between 3rd and 7th
of January we organized the first fair
of the year, we brought together 200
buyers from 16 Russian-speaking and 25
Eastern European countries in Antalya.

It was a fair in which 54 companies
participated, the strongest of their
regions. The Russian geography has such
a characteristic that it corresponds to 30-
35 percent of December sales. After these
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sales, they cannot supply new goods until
the end of February or even March. We
will now do the same in Dubai for the
Middle East and Africa, and in Singapore,
Malaysia, or Hong Kong for Central

Asia, Asia, and Australia. There are also
other challenges, such as bureaucratic
transactions and geopolitical tensions
while exporting. Therefore, there is an
expectation that the barriers in front

of the sector will be removed to ensure
better export values. Therefore, the
increase in exports is not only in the
hands of exporters but also in the hands
of the government, trade and finance
ministries. These institutions need to
clear the way for the exporters, this is the
way to increase exports.

Jewelry export has a great export
capacity, the jewelry sector is a strategic
sector. The jewelry sector has ended 2018
with 4.5 billion dollars of exports, in
2019 this figure was 4.2 billion dollars. In
2017, we said that we could increase our
exports by using the inward processing
regime. For the last two or three years,
especially in the term of Trump,
dollarization, sanctions, swift problems,
barriers and geopolitical tensions have
made it difficult to reach and transfer
the dollar. The countries we export to
are mainly Iran, Iraq, Syria, Dubai, Saudi
Arabia, Pakistan, India Africa, and North
Affrica. The world’s largest gold producers
are Kyrgyzstan, Uzbekistan, and Russia,
and the largest gold trade is in Dubai, the
United States, China, and Saudi Arabia.
We recommended that these countries
apply an internal trading regime as
it would take years to sign a trade
agreement. This is in the tax legislation
of all countries. In 2019, we exported

3 billion dollars under the
internal trading regime. Our
export figure of 4.2 billion
dollars only shows exports
made in foreign currency, the
net export of the sector is 7.2
billion dollars. However, these
efforts declined at the end of
2019 with the decision taken
in a way to give a serious blow
to the internal trading regime.
If the manufacturer of the
gold bullion is not listed on
the London Bullion Market
Association (LBMA), the gold
bullion cannot be transacted.
If the manufacturer is listed
on the London Bullion Market
Association (LBMA), the
bullion would be approved

in Turkey’s gold exchange,
increasing costs. It will then
reach the manufacturer, be
processed and resold. However,
if the gold is produced in a
refinery that is not a member
of LBMA, it is sent back to the
manufacturing country. While
there is a total of 650 refineries
in the world, the number of
LBMA members is only 64.
We reached 3 billion dollars of
exports within the framework
of the internal trading regime.
The internal trading regime
was a very important system
for us, both China, Russia,
Uzbekistan, and Kyrgyzstan
have incredible gold mines.
The incoming gold from these
places, that we aspired to
process, has stopped now. The
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We will carry out

all our marketing
activities with the
motto
“relation &

communication”.

The Turkish Perspective ‘

internal trading regime was
one of our major export items,
and we hope for a return from
this decision. Another issue is
the fact that Dubai, the world’s
export leader, who has no
production but lifts the upper
limits for gold entry into the
country and can export 100
million dollars to the regions
where we export 10 million
dollars. We offered to apply
this with the limitation of
three kilograms of gold with
the passenger. These incoming
gold scraps are accepted by
OECD because of its origin.
However, the suggestion was
not accepted, I think we could
not fully explain. If these two
important issues were hurdled
over, we could bring Turkey

to an important place in the
jewelry industry.

What is the trained
personnel power of

the jewelry industry?

What jewelry sectors
contributions to
employment?

The jewelry sector provides
employment for approximately
250 thousand people with
approximately 6 thousand
manufacturers and 35
thousand jewelers. Since we
are a labor-intensive sector, we
are having problems finding
new employees. We must
recruit our employees from
vocational high schools and
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bring them to the sector. We
are a sector that needs total
dexterity and professional
competence. With the recently
introduced system, the project
of working in workshops for
three or four days a week

is a very important project,
especially for the students

in vocational high schools.
The raising of the labor force
in workstations instead of
schools is a very important
project. Turkey has 10 percent
unemployment but there is
no staff to employ. There are
two contrasts here, on the one
hand, everyone is looking for
qualified staff, on the other
hand, there is unemployment.

How would you evaluate
2019 export?

If we look at the total export
data, we have completed the
year with a record level of 7.2
billion dollars. Other than that,
we have met with the Ministry
of Tourism, as one of the

most monetized sectors in the
tourism sector in Turkey. The
sector sells 4 billion dollars

in jewelry to tourism. We

have made a statement to the
Ministry of Tourism, in parallel
with the goal of a thousand
dollars expenditure per person
from 650 dollars and claimed
that a shopping list for tourists
could be made and the jewelry
sector should be placed among
the first row.

We have a gold export of 7.2
billion dollars, jewelry exports
of 4 billion dollars and an
average of 6-7 billion dollars
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Turkey one of
the world’s
three largest
manufacturers,
with
approximately
six thousand
manufacturers
and 35 thousand
goldsmiths and
subsidiaries,
employing 250
thousand people.
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in the domestic market. All in
all, the jewelry industry is in a
good state. After the currency
fluctuations in 2018, some
restrictions came on credit
cards and the installments

for the jewelry sector were
reduced to zero. However, the
number of installments was
later increased to eight for the
jewelry. We try to break down
the perception that gold is a
luxury consumption tool and
to create the perception that
gold is a luxury saving tool. In
2019 the world central banks
have raised their gold reserves,
including the Central Bank

of the Republic of Turkey,

as the largest physical gold
purchases made in the la