e Website @ LinkedIn e Google Plus o Facebook @ Email

¢ FMCONJULTING

»» Newsletter Turkey November 2017

Please find below our latest newsletter covering economic and political developments in

Turkey. If you would like to see our previous newsletters since 2006, please click here. Do

not hesitate to forward our newsletter to interested persons.

Best regards,
FMConsulting Team

newsletter@fmconsulting.com
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»» Economy

Overview of Monthly Data

Exchange Rates 29/09/2017 31/10/2017 Change in %
TRY per Euro 4.2000 4.40210 4.81%
TRY per USD 3.5585 3.7822 6.29%
Stock Exchange Index 29/09/2017 31/10/2017 Change in %
BIST 100 102,907.73 110,142.60 7.03%
Inflation in % Monthly inflation Annual inflation
Domestic producer prices 1.71 17.28
Consumer prices 2.08 11.90

Growth Rates

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Annual
2012 6.8 5.0 3.6 4.2 4.8
2013 8.5 9.8 8.9 6.9 8.5
2014 8.7 2.9 3.7 5.9 5.2
2015 3.6 7.2 5.8 7.5 6.1
2016 4.8 4.9 -0.8 4.2 3.2
2017 5.2 5.1
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Inflation continues to accelerate

In October 2017, consumer prices in Turkey increased by 2.08% in comparison to the
previous month, and by 11.90% over the same month of the previous year (YOY).
Accordingly, the increase in CPI-YOY continued its upward trend. The highest monthly
increase was registered in clothing and footwear (11.51%). The only significant monthly
decrease took place in recreation and culture (-1.75%). The highest annual increase was
in transportation (16.79%). The domestic producer price index (D-PPI) increased by
17.28% YQY, and 1.71% monthly.

Nov. 3, 2017

10.6% unemployed in August

In August 2017, 3.4 million people in Turkey aged 15 and older were officially out of work,
89,000 less than in the same month of 2016. The unemployment rate was 10.6% with a
0.7-point decrease YOY. The youth unemployment rate in the 15-24 age bracket increased
to 20.6%. The labour force participation rate rose to 53.7% in total, and to 34.3% for
females. Of those with employment in this period, 52.6% were employed in the services

sector, 18.9% in industry, 20.7% in agriculture, and 7.9% in construction. Nov. 15, 2017



Foreign trade deficit soars 85% in September

In September 2017, Turkey's exports increased by 8.7%, while imports increased by
30.6%, YOY. With exports increasing to USD 11.9 bn and imports increasing to USD 20.0
bn, the trade deficit soared 85%, up to USD 8.1 bn. Rising gold and energy imports were
the main reason of the high increase in the trade deficit. The main partner for exports
continued to be Germany (USD 1.2 bn), followed by the UK (USD 766 mn), the USA (USD
678 mn), and Irag (USD 654 mn), whereas China remained the country most of Turkey’s
imports came from (USD 2.1 bn), ahead of Germany (USD 1.9 bn), Russia (USD 1.8 bn),

and the USA (USD 999 mn).
Oct. 31, 2017

Central Bank keeps policy rate stable

The Central Bank of the Republic of Turkey has left the overnight lending rate at 9.25%,
the one-week repo rate (policy rate) at 8.0%, and the late liquidity window lending rate at
12.25%. The bank reported an ongoing recovery in the economic activity and domestic
demand, stating that the demand from the EU countries continues to support Turkish
exports. Due to the high level of inflation, which creates a risk on pricing behaviours, the
bank has decided to maintain its tight monetary policy.

Oct. 26, 2017

»» Politics

State of emergency extended by another three months

The majority of the Turkish parliament has granted the government’s request to extend the
state of emergency for another three months as from October 19, 2017. Accordingly, the
total duration of this extraordinary measure, which had been introduced as from July 21,
2016 to facilitate the fight against terrorism following the coup attempt, will reach 18

months.
Oct. 17, 2017

New opposition party launched

Right-wing politician Meral Aksener, a former Minister of the Interior, has launched a new
party with the attribute “lyi”, which means “Good”. 8 lines in the sun-shaped party logo
represent the notions of hope, determination, justice, future, knowledge, richness, courage,
and civilisation. Mrs. Aksener has been a prominent opponent with her campaign for a No
vote in the referendum held in April for constitutional amendments to transform Turkey’s
political system into a presidential model. The new party is expected to attract votes

particularly from the centre-right. Oct. 25, 2017



»» Other Topics

Turkish aviation company Alp Havacilik has commissioned its utility helicopter
manufacturing facility in the city of Eskisehir. The USD 90 mn investment is a result of
joint efforts by the Undersecretariat for Defence Industries (SSM), Turkish Aerospace
Industries (TUSAS), Alp Havacilik, and Lockheed Martin. 800 people, including 180
engineers, will be employed in the facility. 109 helicopters will be manufactured for the
USD 3.5 bn project, with TUSAS being the main contractor. The first helicopter is planned
to be delivered in 2021. Dan Schultz, President of Sikorsky Aircraft, called the plant the
most advanced in the world in terms of production techniques and quality. Oct. 4, 2017

Shell has decided to enter the Turkish electricity retail market. Turkey will be the
fourth country in Europe where Shell is active in this market. David Wells, Head of Shell
Energy Europe, stated that Turkey is a fast-developing country where the energy demand
is increasing. Shell will start retail electricity sales first with industrial and commercial
subscribers. Oct. 5, 2017

American data centre service company Equinix has acquired the Istanbul One data
centre from British Zenium for USD 93 mn. Following the acquisition, the data centre
will be renamed Equinix I1S2, as it will be Equinix’s second data centre in Istanbul. Eric
Schwartz, President of Equinix EMEA, underlined Istanbul’s importance as regional hub for

connectivity and technological infrastructure in parallel with economic growth in Turkey.
Oct. 10, 2017

Turkish telecommunication company Turkcell has established a strategic
partnership with Siemens to provide digital service solutions for energy efficiency.
Through these services, it is targeted to decrease the energy costs of both private and
corporate users by up to 30%. It is planned to be a compact service combining Siemens’

software development power and Turkcell’'s expertise in mobile digital services. Oct. 11,
2017

Turkish passenger car production has reached 839,000 in the first nine months, an
all-time high, increasing by 31% compared to the same period of 2016. Total
automotive production increased by 18% to surpass 1.2 million vehicles in the same
period. The growth was a result of the bounce in exports, as passenger car exports
increased by 38% to 689,000, and total automotive exports increased by 24% to 984,000.



Oct. 12, 2017

A. Schulman, the U.S.-based manufacturer of plastics and composites, has
commissioned its plant in Gerkezkdy. The plant will manufacture high quality additives
and master batches for the Turkish, Middle Eastern and African markets, with an annual
production capacity of 17,500 tons. Heinrich Lingnau, A. Schulman’s Senior Vice President
and General Manager of EMEA, stated that Turkey has become a main passage point for
the regional trade, and this will help them increase their share in a fast-growing market.
Oct. 12, 2017

The Marriott Group has announced to build twenty new hotels in Turkey in the next
decade with Four Points by Sheraton brand, Turkish ER Yatirim being their local
strategic partner. The total investment amount is expected to reach USD 300 mn. Phil
Andreopoulos, Vice President of the Marriott Group, stated that Turkey is their fifth largest
market in Europe, and that they believe that the problems in the region shall be solved in
the very short term. Oct. 19, 2017

The Baku-Thbilisi-Kars railway has been commissioned in a ceremony in Baku with
the participation of Azerbaijani President Ilham Aliyev, Turkish President Recep
Tayyip Erdogan, and Georgian Prime Minister Giorgi Kvirikashvili. The 838 km long
railway shall be a part of the “Iron Silk Road” between London and Beijing. Through this
project, Turkey will become an alternative to the railway through Russia for freight
transportation between Europe and Asia. The current capacity of the railway is 1 million
passengers and 6.5 million tons freight, which is expected to increase to 3 million
passengers and 17 million tons freight by 2034. Oct. 31, 2017

Franklin Templeton, a leading investment management company, has acquired
shares of the Turkish Gézde Girisim for TRY 46.2 mn. Through this partnership, Gézde
Girisim expects to attract new foreign investors to Turkey. Gézde Girisim is one of the

largest private equity companies in Turkey with its USD 450 mn asset size. Oct. 31, 2017
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About us

FMConsultingis a German - Turkish
consulting company. Our wide range of
services give our clients the option of having

a single local service partner in Turkey.

Our Services:

Market Research
Market Visit
Recruitment

Employee Leasing

Company Formation

Location Search

Financial Services

Business Partner Search

Supplier Search

Management Consulting

Support for Consulates and Chambers of
Commerce

Seminars

»» Contact

If you need further information, please do
not hesitate to contact Mr. Peter Heidinger
who is the Partner, CEO.

FOREIGN MARKET CONSULTING Ltd.
Sti.

Buyukdere Mahallesi Cayirbasi Cad.

Dede Yusuf Sok. No: 11

TR-34453 Sariyer - Istanbul

Tel: +90-212-3638 052
Fax:+90-212-3638 056

www.fmconsulting.com

info@fmconsulting.com

Contact

English: +90-212-3638 055
German: +90-212-3638 052
Turkish: +90-212-3638 050
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