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Executive summary (I/11)
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The bilateral trade in goods between Turkey and the US have significantly grown and reached
$23 billion in 2018. However, existing state of the global trade and Turkey-US bilateral relations
indicate a need for multi-front effort to reach target levels

Detailed analyses and expert interviews identify multiple opportunities for Turkey within the
current global trade context, especially from the developments in US-China trade relations

As observed in other success stories, Turkey needs to focus on key sectors where it has
comparative advantage and transversal levers to facilitate trade and investment
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Executive summary (l1/11)

We have reviewed all sectors and selected 8 key sectors with the highest upside impact:
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Potential in auto parts (esp. aftermarket), and partial potential in buses & coaches, and LCV' segments.
The real opportunity in automotive likely to come with the developments in US-China trade relations

Knitted and non-knitted apparel, home textile and non-woven segments promise significant opportunity for Turkey
Turkey cannot compete solely based on costs. Turkey should invest in design, brand imaging, marketing of social resp.

Turkey has significant competitive advantage in gold jewelry
Better marketing via using digital channels, and providing more transparency required (e.g. ethical sourcing)

Turkey’s capability is largely limited to parts and components, and not at the level of systems and complete aircrafts

» Besides attracting FDI & JVs, long-term strategy in R&D, in education & skilled labor, and in Industry 4.0 required

Significant opportunity to capture Chinese market share in refrigerators and air conditioners
Product matching to meet technical standards and US consumer demands should be supported via targeted incentives

Potential in cement will be driven by predicted infrastructure boom in the US

« Opportunity in ceramic tiles by capturing Chinese share of wallet, and from Europeans via better design and branding

Opportunity to capture Chinese share of wallet, needs to be complemented with better design and branding

The sector within service group with significant potential upside |
Upside impact is largely dependent on multi-front effort in country PR TAIK
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Executive summary (ll1/11)

We have identified the top transversal levers with highest impact:
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FDI & JV

Improving business services support between Turkey and US

Extending trade centers geographically and functionally, enhancing commercial service representation, and
encouraging Eximbanks of both countries for further collaboration

Establishing a task force to improve business facilitation services is essential for quick wins

Improving the image of their respective nations and national brands through strategically designed country PR
campaigns will be vital (esp. for Turkey)

Initiating contacts and improving Turkey's image in safety & security in the US

Launching a targeted campaign utilizing digital channels and brand advocates to improve country image

Further collaboration is needed to attract foreign direct investment (FDI) and facilitate the formation of joint
ventures (JVs) between American and Turkish companies

Addressing questions and concerns of existing and potential American investors in Turkey will be key

Encouraging the Turkish business community to invest more in the US should be part of the strategy

Setting an action group to prepare a holistic FDI & JV strategy and to promote Turkey as a hub for production and
R&D investment center in key sectors

We have identified immediate actions for the high priority areas
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The details of the action plan can be found in the document
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Turkey-US trade and other countries’ ,O coe
success stories details

Findings of deep-dives for selected ,O see
sectors and levers for Turkey details

Findings of deep-dives for selected ,Q See
sectors and levers for the US details

Implementation plan JOF-
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Project results are built on several resources and

detailed analyses

o

Detailed
analyses

Analysis of 6000+
(sub)industry data
for goods & services
from 2001-2018
200+ countries
assessed

Review of global
trends and success
stories

40+ sector analysis,
prioritization based
on market
attractiveness and
comp. adv. for both
Turkey and US

“MJ

75

Reports
leveraged

Reports prepared by
biz. associations and
other key
stakeholders (e.g.
DEIK, TUSIAD, TOBB,
TIM, YASED, ABFT,
ISPAT, Min. of Trade,
5-year dev. plans
etc.)

Reports by sectoral
biz. assoc. (e.g.
TAYSAD, IHKIB, etc.)
Reports by US biz.
associations and gov.
agencies

%
12

Sector
deep-dives

8 sectors in Turkey's
exports to the US

4 sectors in US'
exports to Turkey
Prioritization of
products within
sectors
Identification of key
competitors,
associated risks and
opportunities
Actionable, solid
recommendations

Transversal lever

deep-dives

4 transversal
levers in Turkey's
exports to the US
2 transversal
levers in US'
exports to Turkey
Identification of
barriers and key
success factors
Competitive
analysis
Actionable, solid
recommendations

Belief audits with

&S
@D
40+

stakeholders

Government
institutions

Business
organizations

US diplomatic
representation in TR
TR companies
exporting to /
importing from US

TR companies present

in the US market
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20+

BCG expert
interviews

BCG senior
partners, experts,
& project teams
who previously
worked on trade
topics and with
specific sectoral
expertise
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We have leveraged 75+ reports with significant support from key stakeholders

and business associations

P |

‘, ~ Special Report

FOREIGN DIRECT
INVESTMENT

Sourcing model
transformation

o M=
Reports on TR-US Sectoral analysis Reports on BCG reports
bilateral trade reports transversal levers
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Backup

We have carried out 40+ belief audits with companies, business
associations and government agencies

Companies in deep-dived sectors

Ups
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Turkey-US trade and other
countries success stories
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Turkey managed to increase its trade volume significantly
Trade volume growth slowed down since 2011 but export growth exceeded imports

Turkey foreign trade balance (SB)
Imports [] Exports
2001-2010 2011-2018

S —1.1%

+18.1% _—3.2%
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1. Compounded annual growth rate
Source: International Trade Centre; BCG analysis

2008
2011
2012
2013
2014
2017

CAGR!
2001-2018

10.4%

import

10.3%

export

10.4%
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Turkey outperformed many peer benchmark countries both in

exports and imports

2001-2018 CAGR!" of export volumes (%)
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1. Compounded annual growth rate
Source: International Trade Centre; BCG analysis

market average

Key insights

 Liberalization of the
Turkish market since
1980s led competitive
industries to emerge

e Customs Union
agreement in 1996
boosted trade and
market integration

e Turkey's domestic
industries faced and
responded competitive
challenges, and became
export-oriented
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However, Turkey's trade deficit persists

Countries' trade balances and evolution over time

Trade balance as % of trade volume (2018)
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Turkey's competitive and less competitive industries reflect
its fundamental economic strengths and weaknesses

Turkey's 2018 trade deficit by product category Turkey's 2018 trade surplus by product category
(SB) (SB)

Energy 16.0 Textile & apparel 17.1

Chemical products Automotive (incl. parts)
Electrical equipment Jewelry
Petrochemicals Prepared food & bev.
Machinery Furniture
Other metals Mineral products
Optical equipment Building materials
Pharmaceuticals Agricultural products
Iron & steel Other vehicles

Civil aerospace Tobacco

Note: Category "Other” with ~$30B deficit not shown in the graph 5 -
Source: International Trade Centre; BCG analysis 5, % I oz TAI K 12



Turkey has a trade surplus in services, yet its service trade
growth has been much slower than world average

Turkey trade volume (SB)

Bl import = Export Turkey lagged behind global
2005-2014 2014-2018 services trade growth
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US trade growth also has staghated in recent years

CAGR!
US's foreign trade balance (ST) 2001-2018
2001-2010 2011-2018
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Trade deficit also a persistent problem for the US

Countries' trade balances and evolution over time

Trade balance as % of trade volume
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1. Compounded annual growth rate
Source: International Trade Centre; BCG analysis
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US not competitive in most industries, very few exceptions

US' 2018 trade deficit by product category (SB) US' 2018 trade surplus by product category (SB)

Electrical equipment 258.7

Agricultural products 8.6

Automotive (incl. parts)

Textile & apparel Chemical products

Machinery
Pharmaceuticals Mineral products
Furniture Railway vehicles

Energy

Civil aerospace Marine vehicles

Iron & steel

Other metals Tobacco

Source: International Trade Centre; BCG analysis /u ;;;}_ ‘ TAI K 16



Turkey-US bilateral trade volume had grown strongly,
protectionism likely to jeopardize further growth®

Turkey-US bilateral goods trade volume (SB)

Bl Turkey’s exports to US
US’ exports to Turkey
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01-10 11-18

4.0% 10.0%?2
16.0% -4.0%
11.4% 1.1%

US exports

Trade vol.

o—

~$23B
Trade vol. in 2018

~$1.5B

Trade deficit for
Turkey in 20183

o—

Tariff increseases in aluminum & steel, removal from GSP preference and extension of Section 232 to other industries puts a threat to further growth
Turkey's export performance have been noteworthy since 2011, with per annum growth rate of 10%, where as US export to TR declined by 4% per annum

3. Turkey is one of the 28 countires that US has trade surplus of $1 billion or more per annum (2018 figures); US has trade surplus against 113 countries; and deficitggqin,s;c 99 countries

Note: Only import data is used; Trade Map figures
Source: International Trade Centre; BCG analysis
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Significant uplift in bilateral
trade requires

Success stories from peer benchmark countries indicate

areas of focus for Turkey to increase its exports to the US




Success stories indicate clear lessons

Key takeaways
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Poland

Slovakia

Vietnam
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0 Define and focus on key sectors

Q Know your target market

a Offer right products

° Focus on branding and country PR

w
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e Attract FDI and invest abroad

e Define your national export strategy

CAGR! of exports to the
US in selected industry

CAGR! of the US' import
vol.
Note: CAGRs! are for relevant sectors
1. Compounded annual growth rate, 2001-18
Source: BCG, International Trade Center
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Poland G

Success Story: Poland has increased its exports to the US by

$1.0B with a sectoral focus and attracting FDI

Performance overview
Export to US (SB)

+1.0——
1.0

0.0

2001 T 2018

29% growth vs
4% US import
market growth

Note: Poland's Aerospace US sow = 4%, global sow = 2%
Source: International Trade Centre; BCG analysis

@ N g
A
Key characteristics

Polish aerospace industry
 Shift from Soviet orient. since 1990s
 Significant investment from US firms
Sikorsky, Pratt & Whitney, Goodrich
« Focus on turbojets parts and
helicopter parts
e Over 200 companies and 30K
workforce
Polish Aviation Valley
« Association was established in 2003
by industry players to:
- reduce costs in the supply chain
- develop aerospace research and
skills

AAN
Wy

=

Key learnings

Selection of aerospace as
strategic sector by sector
players; cooperation among
sector players

Attracting large international
aerospace manufacturers

0 Investment in R&D and

public education supported
sector growth

» Aerospace department in
universities

« R&D incentiyes .
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Backup

Poland G

Polish aerospace industry has a long history and a well-developed network

: The socialist system ¥
i collapsed: state-owned
i { companies faced with
1 difficulties to operate in
{ i market economy and the
: i government pursued a

._' The aVIatlon industry
i was created back in
t the 1930s and then
: further developed in

i i United Technology
: i Corporation’s Pratt :
i | & Whitney division i
i i acquired state-

?MTU Aero Engines Polska,
i Germany’s leading engine
i manufacturer, started to

i i produce engine

Aerospace sector is covered in
i i the export promotion program,
 { also in the national program

: i aiming to increase innovation

thecommumsttlmes E.Rf.‘.Y?..F.‘Z?F.‘.?.’.‘..?.ﬂﬁj...EP.l..E!?E‘ﬂ ..... ownedPGZHoldmg ___(_:_(_)__r_r_l_g_(_)__r_\_e_r_\_t_s_ ................................ andsubSIdlzmgcompames ............. :
i o ; o o
1930s 1940s 1951 1989 1995 2002 2007 2009 2010 2017 2018
o @ o O o @ - @ a. o
: : ] : i

Blg state owned
compames focused

: on both military and i
c1v1[ production,
elements of Sov1et

Rzeszow University of
: Technology has opened | : special economic

i with strong mechanical i i zone created,
gengineering, aviation, Eéoffering attractive
t { mechatronics dept. iitaxreliefs
t { suppling strong '

i graduates [fy

Ll dtnas A 70 URIVERSITY
[ I3 OF TECHNOLOGY

{i The Av1at10n Valley, i :

AVIATION VALLEY A :

Source: Expert interviews, extensive market search, company websites, Polish Ministry of Development

: US helicopter maker
: i Sikorsky Aircraft :
acquired state-owned i
{ { Polish aircraft maker
i { PZL Mielec for

: $84.32M (offset

i agreement after F16
: fighter jets purchase)

------------------------------------------------------------------------------------------------------------------

i1 Goodrich, US : 1 PGZ Holdmg

. manufacturer of : i reacquired the
:: wheels and : { WSK aviation

H brakes for i { company from
| aircrafts, opened }  Pratt & Whitney
iialarge new

{{ manufacturing
i centre e WSK

@ssssssssssssssssnas GOODR|CH Ty o lss e POZMAN
*“ '47017 JJ")
smnusxvf% CORN-
................... *ar _“»t,s- ws\e‘*
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Slovakia @

Success Story: Slovakia has boosted its exports to the US by $3.1B in
automotive and spare parts through integration with global value chains

Performance overview Key characteristics Key learnings
Export to US (SB) Slovak automotive ]'ndustry FDI attraction and
+3.1 . - Biggest automotive producer per integration with global value
capita (over 1M cars in 2017) chain
o Four major OEM present (VW, PSA,
Kia, JLR) 0 Ease of doing business and
- Especially SUV segment by VW tax incentives -esp. for R&D
e 300+ suppliers
MNCs move their R&D centers to 0 Long-term investment in
0.0 Slovakia education and training
« Technical education, skilled labor e Industry & university
2001 T 2018 force cooperation
52% growth vs . Tax incentives (e.g. land acquisition, » Vocational schools
4% US import building costs, equipment, cash
market growth grant, tax relief etc.) .
Note: Slovakia's Automotive US sow = 1%, global sow = 2% 1‘,:;%& TAI K 22

Source: International Trade Centre; BCG analysis



Backup Slovakia @

Slovakia Automotive sector attracted investors and developed the industry

| saRi0 =~ &
 Volkswagen acquired stake W& i Slovak Investment and Trade | i PSA Trnava Plant was built < : Jaguar Land Rover
in Skoda, running Skoda as Development Agency (SARIO) : where brands such as established with a :
: a separate brand while i is established and invested i iPeugeot and Citroen started { i production capacity of
also manufacturing to +150 projects in to be manufactured in i, {300,000 Premium SUVs,
i..‘.j.‘.f.f.?.r.ﬁ'.‘..t...?ﬂ[.5..9.[‘.9..9[‘?‘.!?9?:.....5 i.9.%!39.’.‘.?93‘.?(?...5..e..§.t.9.r...§.‘.ﬂ§.?..Eh?.[‘...? iolovakia | A’ \ ..‘.E!Y.%E.t.?.d.ﬁ..l..'é.l?.r.‘. .............................
99 1995 2001 : 2006 2015 2016
1905 1991 2005
- ' 3 @ o o -@ >
: ? :
Nolkswagen Slovakia was ' ................................................ ) e
Skoda started to automobile i established after Volkswagen  Kia opened their first 5 i +300 Tler 1 and 2
i production as the largest : : acquired the full rights of Skoda : plant, produced more auto suppliers :
manufacturer in the region and which enabled Volkswagen to than 2.5 million units operate for the local
became the first manufacturer to i operate and manufacture rapldly since the establishment : production, and :

Source: Press Search, Slowakische Kulturtage, Market Reports, BCG analysis 51 i} : ew TAI K 23



Vietham °

Success Story: Vietnam had a massive $13.0B uplift in its Textile
exports to the US, driven by its cost competitiveness

Performance overview Key characteristics Key learnings
Export to US (SB) Vietnam Textile ]'ndustry 0 Attractmg FDI with cost
+13.0—— « Low manufacturing costs has enabled advantages (e.g. stealing
the country to attract foreign from China) and ease of
businesses doing business
« A growing number of businesses have
relocated their business from China Newcomers threaten cost
to Vietnam in an attempt to escape position (e.g. Cambodia and
from the rising costs Bangladesh)
0.0 e Anincrease in the complexity of the
5001 2018 regulatory environment has also 0 Vision to upgrade in value
T effected the businesses decisions to chain in textile (e.g. brand
39% growth vs relocate in Vietnam where the creation etc.)
3% US import regulatory environment in much
market growth simpler .
Note: Vietnam's Textile US sow = 11%, global sow = 5% ";% :cs:ﬁ TAI K 24

Source: International Trade Centre; BCG analysis



Backup

Vietham °

Vietham becoming a strong textile manufacturer and exporter for the last decade

i Vietnamese textile 1ndustry o
i began developing and French
companies built large plants
m selected cities

i Government strived to

i create a better business _
: environment and the private i
: sector has flourished :

i The minimum wage of garment
i manufacturing industry was

: ~$108/month, resulting in price
: competitive advantage

; . ..........................
1950-1980 2007 2007 2010s 2016 2019
@ ®- ® o ® >
: :

----------------------------------------------------------------------------------

i Multinational retail giants broadened

: their manufacturing bases to :
 significant step towards : Vietnam due to cheaper labor costs
: merging with the global : (i.e. Nike in 2009 and Adidas in 2012)

: economy PO g .
o) :

.......................................
Source: Expert interviews, extensive market search, company websites

i Joined the World Trade
i Organization (WTO), a

i Transforming into a ‘China plus one’
 alternative by engaging in free trade
agreements (i.e. Comprehensive and

i Progressive Agreement for Trans-Pacific
: Partnership and EU Vietnam FTA

VIETA
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India

Success Story: India has continued to further grow its exports to the
US in telecom, computer and information services

Performance overview Key characteristics Key learnings
Export to US ($B) « Liberalization and deregulation of 0 Long term capability building
2.9 IT and telecom sectors in 1990s especially in labor force
‘ e Prioritization of IT sector,
14.6 prerequisite for software industry Governmental initiatives,
11.7 « Education system providing skilled especially to promote R&D
and inexpensive labor force with and attract FDI
English proficiency
o Assuring legal environment Ease of doing business
« Promotion of FDI and attracting contributed trade growth
investments for offshore IT
2013 T 2016 services and R&D
8% growth vs « Established a National Venture
2% US import Capital Funding by the Ministry of
market growth IT and banks to invest in the .
Note: India's ICT US sow = 40%, global sow = 11% software and IT industries 1‘,:;%& TAIK 26

Source: International Trade Centre; BCG analysis



Backup India ‘m

Indian computer services industry became strong with government actions

: Liberalization and deregulatlon of IT and : Tidel Park in Chennai is Asia’s i { Government declared as "the year of
telecom sectors in 1990s (i.e. reducing : largest software park established, { ibroadband" and prioritized IT
licensing req., removing investment exporting information technology infrastructure, prerequisite for
i restrictions and making easier investment and business process outsourcing software industry (i.e. lowering of
i..l?..r.QEE?:.S....Eﬁﬁ!.‘iﬂ?‘..l.‘.?.?ﬁ!.'?ﬂ..Q.f...’F?..’.S?.?).......................E AL i..t.é.f.‘.ff:?....1.9!\’..99.?.?..PEQQW.‘.QF.!I.??.‘.’.ﬁ.‘.l.ﬁPl.l.‘..t.Y)...
() P ()
1990s 1990-present 1994 1999 2000 2000s 2007
@ ® @ L @ >
? 4 4 [ J
§'lé'z;ﬁélgl'ai;g"'I'H'c'i'igﬁnalt"{/', """""" Department of Telecommunication | | Natlonal Venture Fund For HIT Blll passed assuring legal i
: becoming Silicon Valley of i i was the sole provider of basic i i Software and IT Industry  environment (i.e. recognition i
i India by promoting FDI and ; i telecom services in India. The new i i (NFSIT) established by SIDBI i iof electronic contracts, :
: attracting investments for i | National Telecom Policy has opened : i Venture Capital Ltd, the i iprevention of computer
: offshore IT services and | | the field for private participants { i Ministry of Information : : crimes, electronic filing of
‘ | i developing the infrastructure  * # | Technology and banks_ B
n
p £

Source: Expert interviews, extensive market search, company websites, Indian Ministry of Information Technology



Israel
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Success Story: Israel has more than doubled its telecom, computer
and information services exports to the US in 3 years

Performance overview Key characteristics Key learnings
Export to US (SB) Israel ICT Industry 0 Long term capability building
0.4, « Israel's focus on defense sector led to via governmental initiatives -
defense-related research and the especially to promote R&D
development of the computer services and attract FDI
e Multiple gov. initiatives taken, e.g:
- Ministry of Justice submitted a Ease of doing business has
0.3 statement on Intellectual property increased with IP protection,
protection to US which has shown which contributed trade
U.S. that Israel has sufficient growth
2013 T 2016 preca'utions,. thus increasing ease
of doing business
32% growth vs - Bilateral agreements have also
2% US import enabled U.S. and Israel companies to
market growth receive matching funds and work 9 oy, .
Note: Israel's ICT US sow = 2%, global sow = 2% together on R&D projects lﬁf;y TAIK 3

Source: International Trade Centre; BCG analysis



Backup

Israel

S—

Israel ICT sector built on defense and key IT products for US companies

: Tech transfer from universities to

i industries started to institutionalize i

scientific research; Yeda, Weizmann
Institute of Science (1959) and i
Yissum, Hebrew University of

%

BIRD Foundation

Binational Industrial R&D
: Foundation (BIRD-F) was :
i established by the US And Israel i
i governments to receive the same

Ministry of Justice submitted a
statement on IP protection to the US
trade representative defending Israel
sufficiency in IP protection and asking

é g ...................... i
o ®
1959 1969 1977 1980 1990 2008 Current
' 'y o ® o—o o—>
1 \ J o
|Sraelestabhshedthe ................. | Sraeltookadvantageofthe ....... S]llconwa‘d-l,areaof

: Office of the Chief :
t Scientists (OCS) within the i
Ministry of Economy to
D help build their high-tech i

0CS-0ffice of the

Chief Scientist
MINISTRY OF ECONOMY

Source: US Department of Commerce’s International Trade Administration, Press Search, Market Reports, BCG analysis

i arrival of skilled immigrants

from the former Soviet Union,

: high education levels,
investment in defense

: technology and a culture of ™

{ innovation to cultivate the ICT

: sector :

high-tech firm
cluster with +2000
: companies and
t forming ~500 start- i

i Many key products are
: developing in Israel,
i.e. Microsoft's
operating systems,



Switzerland 0

Success story: Switzerland has tripled its watches exports to the US

with a clear focus on branding and country PR

Performance overview

Export to US (SB)

+1.9——
3.0

2001 2018

!
A 6% growth vs

3% market growth

Source: International Trade Centre; BCG analysis

@ N g
A
Key characteristics

Swiss watch industry
o Switzerland is associated with

cleanliness, reliability, precision and
quality; thus perceived as the best
watch producer

Watch became the accessorize
considered as a piece of jewelry, a
fashion accessory and a status
symbol

With the help of booming US
economy and general revival of
luxury goods spending, USA became
the 2" largest export country for
Swiss watches

AAN
Wy

=

Key learnings

Branding of companies is key
to increase the product
demand

Country image and PR help in
increasing the sales;

"Swiss Made" label positively
impact the industry

1 A/
5_‘,\\ >. & o ! i, " r
: 1 ¢ :TAIK
SO EL B 30
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Backup Switzerland 0

Switzerland watch sector enjoyed the country reputation and branding

|
e *
i In 1980s, the Swiss watch l - 1
- industry was loosing share due Yagf " Bate BiiRe Bcaiited | o, Gt i ity IR
to poor management and i dial maker Cadrans i i USAendedtheyearas : i 70 storesacross USA; |
under-estimating the : Fliickiger to doubling the ; i world’s 2" largest market { i and Swiss luxury watch :
competition followed by the . staff and replacing the i | forSwisswatchesafter | : brands dominates the
------- mvention ot quartzwatches...: - majority of the equipment | .Y market by far _:
‘ 1990s- ! it
1980 1983 present 2006 2010s 2018
@- ® @ ® ® ® >
o ? ? ?
g ................................................................. g § ............................... g é’"'gwi"s"s"Wé{éi’{&'{éi&g;'";
Swatch brand founded by : [ The global revival of (UXUrY 800dS SPENGINg | seruerermrsmmmmmsmsnmssnsnnsicnnr; | DUCHErer acquires

entrepreneur Nicolas Hayek as i} also affected the booming US economy and | i The companies, especially ¢ Tourneau, America's :

| plastic-cased, fashionable line of ii accelerated the sales of Swiss watches ; | _Rolexand Patek Philippe, + i largest watch |
: : | strategically create shortages | : retailer to expand

; watches and became the world's :: . across all price point segments D Hioh-demand models | | s .
largest watch company with 18 ) & t In some high-demand models i : its footprint and
: tch brand @ Q i totighten the marketand i { customer base
S WaLCN PIANCS e = PATEK PHILIPPE : . ) N S s A oo A
swatche ROLEX ""eane ~ OMEGA make it healthier ; ——  BUCHEE
e e et e oo HE
CELIW BREITLING w PATEK%ZILIPPE
Tes4 TAGHeuer ROLEX CENIVE

¥ 1{ k,); "U,‘:; .
Source: US Department of Commerce’s International Trade Administration, Press Search, Market Reports, BCG analysis i_ : : & TAI K 31



South Korea

Success story: South Korea's total exports to the US have grown by
more than $40B with a national export strategy

Performance overview Key characteristics Key learnings
Export to US (SB) South Korea has built its economy across Government guidance is key
a1 1 all industries with government strategic to develop economy and
| | plans: industries
76.2

» Starting with export-led industrial
development by import substitution
- Followed by increasing Substitution and incentives
competitiveness with guided should be applied for the
capitalism for Chaebols and right direction
internationalization
2001 2018 » Updated with productivity growth
especially in encouraging new
A 5% growth vs businesses with "Creative Economy”
3% market growth

35.2

Source: International Trade Centre; BCG analysis ’+ : ‘ TAI K 32



Backup South Korea @

South Korea planned strategic expansion strategy and industrialization before
market liberalization

i South Korea quickly shift to Export Promotion :
Strategy to tackle the challenge: '

- Increase financial capital (e.i foreign loan)

Social reform,
liberalization, social

- Reward system to encourage export

 In the aftermath of Korean War, : (e.i export-import linkage, tax cut) - equity period is
South Korea suffered massive : i - Strong export promotion ecosystem led by i experienced with the
................. ?.?.9[‘.9.(‘.‘..‘.?...d..'?!m9.%?................5 government agency 3 i financial crisis and IMF
R . - Exclusive government support for selected ; i.............t?.é.‘.l.S?HE.J.f.!..l?.?.Z ..............
companies Chaebols :
i |(ot g ---Sompanies (Chaebols . ;
1961 1979 1980-1990 1990-2000 2000-2015
@ ﬂ. @ ’ >
i South Korea industrialization journey | Balance in market Productivity has grown by further
started with Import Substitution Strategy: : competition and income import liberalization (i.e. FTAs), :
- Imposing barriers to import for i distribution, also price privatization, and "Creative Economy"
protecting domestic products stabilization era has is announced in 2013 for the :
- Government-led capitalism (i.e. S started : convergence of science and technology i
subsidize and monopoly) % : with industry leading to deregulations,
o . o gma, Specialized regional programs
i - Prioritize early industry to meet basic

domestic consumption

Source World Bank, Kotra



Recall: Success stories indicate clear lessons for Turkey to
focus on key sectors and transversal levers

v @ O O

Poland Slovakia Vietnam India Israel Switzerland S. Korea

Key takeaways

0 Define and focus on key sectors

Q Know your target market

a Offer right products

° Focus on branding and country PR

o
L/
e Attract FDI and invest abroad 0
D
|

e Define your national export strategy

CAGR! of exports to the
US in selected industry

CAGR! of the US' import
vol.

@ O D O
Note: CAGRs' are for relevant sectors

1. Compounded annual growth rate, 2001-18 AN\ e .
Source: BCG, International Trade Center Go to homepage ﬁ 3 %% ¢ TAIK 34



Deep-dives for selected sectors and
levers for Turkey

> W15 &O., u)? .
Go to homepage TN % i : :TAIK 35
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We utilized a comprehensive approach to assess market
attractiveness and competitiveness at industry level

® Goods ® Services

L

Y-Axis

Market
attractiveness

e Market size: share
of industry in
import volume

« Market growth:
historical imports
evolution

« Degree of
competition

L.

X-Axis
Competitive
advantage

« Relative trade
openness of the
industry

» Revealed comp.
advantage

o Share of wallet
evolution

« Fitness to country

» Market openness

import profile

Source: BCG Analysis

Market attractiveness

A

\\\

>

Competitive advantage

o l§ & * Ty
@
¥ LYo ey .
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Multiple parameters leveraged to capture key traits
along each dimension

Market attractiveness parameters

Eﬂ Market size

Market growth

—— |7 Degree of
m competition

Ease of market

A
capture

Share of industry's imports in
total US imports

2011-2018 CAGR of US imports
in the industry

Herfindahl-Hirschman index
measuring the share of top 10
origin countries for US imports

Shift in sourcing base over
2011-2018 measured through
absolute changes in market
shares of top exporters

Note: 2014-2016 data is used for services except for competition measures

Source: BCG

Competitive advantage parameters

Relative trade

A openness
Revealed
comparative

advantage

- Share of wallet

= evolution

Fitness to US'

import profile

Difference of tariff applied to
imports from Turkey than the
average US tariff for industry

Ratio of industry's share in
Turkey's exports to its share in
global exports

Change in Turkey's share of
wallet in US imports over
2011-2018 period

Comparison of unit value of
Turkey's exports to unit value
of US' imports

| LR/
wo 4% 5, .
¢ :TAIK
2 B I 2 37
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Turkey perspective: Industry assessment reveals 4
groups of industries with different needs and priorities

@® Goods @ Services

Push for structural upgrade
High attractiveness, Low adv.
* Adopt structural
improvement initiatives to
gain further capabilities and
solid competitive advantage

Monitor
Low attractiveness, Low adv.
* Allocate minimal effort
* Review periodically to
capture any (sub-)sectoral
attractiveness or
competitiveness increase

Marléxo\t Pttractiveness \ |

Source: BCG Analysis

i\

2 . Pharmaceuticals

Electrical eq. & elect. —.

Marine vehicles

IP agreements

@ %
nergy

Y

ICT
Fin. services“ ,

Fashion accessories

Railway vehicles

Clocks & watches

Optical eq. & devices Food & Bev.
Oth. business services
< 4 Tobacco/'
. Education
Furniture

Wooden products

Insurance & pension

Jewel
ry‘. Iron & steel
Leather products
. . Mineral products .

Other vehicles
. Paper products

Building materials
Construction

Nurture
High attractiveness, High adv.
* Act on quick wins to realize
maximum potential
* Invest to protect core
competitive advantages

'S

Look for sweet spots
Low attractiveness, High adv.
* Support through broad-
based enablers

* ldentify high-potential sub-
sectors to leverage existing
advantages

Competitive advantage

o l§ & * Ty
v 2

:t TAIK 38
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8 industries with vast potential to uplift Turkish exports

Main criteria for industry selection

High competitive advantage
 Industries where Turkey has already built capabilities
are the primary focus

@ High market attractiveness
 Industries with stronger appetite for import as well as
attractive competitive environment are more favorable

© Large market size
 Industries with larger market size are more favorable
to form a higher base and thus drive tangible uplift

@ Favorable trade environment
 Industries with less complex trade environment are
more favorable

1. Other opportunity areas also listed in the document

Recommended focus industries’

%W Automotive (incl. parts)

Bo J m [of

Textile and apparel
Jewelry

Civil aerospace

White goods
Building materials

Furniture

Travel and tourism

1 A/
3\\ >. & o ! i, " r
: 1 ¢ :TAIK
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We detailed

Market attractivenes

to
increase Turkish
exports to the US

Sectors

Competitive advantage

VX -
S Y O A
<
Automotive Textile & Jewelry Civil
(incl. parts) apparel aerospace
T B M &
White Building Furniture Travel &
goods materials tourism
Transversal levers .
t~> (-:]b —l il
() \\ T_ PN
Business Country FDI and Joint Logistics
facilitation PR Ventures

o l§ e = 1

> ,"f,’ % .

5 % I 3 TAI K 40
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Our deep dive framework for 8 key sectors

Automative

Automotive: Significant upside potential in parts,
busses & coaches and LCV

Market averview Product prioritization Key recommendations
Set-up an organization led b
US mtomotive inpurt ($8) Prioritized segments: e o\

), buss. apiaciations (e.g. TATSAD)
Parts I Vehicles « Parts and Accessories for IS 1o increase SHE market access.
xp— Vehicles in auto parts to the US
- 310 = Busses & Coaches (Passenger f  Develop s specific Busses &
% 338 vchhnucs, >=16 pmsa:spl & cosches offering
= Light commercial vehicle Set up an action group o
so . attract FD) and IV in new
w1 e ettt L &y oo .
Top producers Investmants

China NN 15.5 Economiss of scale

&» GM avient Ouean. ® Upside patential
am India JJ2.9 Gov. support
aun

— Turkey can caprure sdditonsl -52.55
T ] Taivan | 1.9 RED cap. in o
s ALl L e
Main appertunities & risks
Geograghical dbtrinion o Capture 5o fram China in auto pars ~s0.58
_° oM Increase expurts in selected markets
W e, Busses and Canchas) 10
= o ttract OEMs production in LCV
; o mow w0
iy Trade Sarriees tigger prod. ik baselne  target S
from Turkey 12 NAFTa countries
= A Y CAGR

Turkey's 2030 baseiin s projectad

oot

CAGR; sadmomal pmas porentist 1 caleulated based o the expacted SOW cxpaire n priomzsd

.

Backup
Automotive

US Automotive import market is mainly served by Mexico, Canada, Japan and

Germany; China has strong presence in parts

US automotive imports (58)

Parts W Vehicles

259

2013 2018 d
gorts
bt Baimnkets TotaL vaiue (53} S
Key sector trend Personal Vehicias - o (+) (1) @&
G s i & Wi
Increase of EY pacetraion
[ 7 ) @ + o &
Increased speed of innovation in mobility Mexico China Canada Japan Germany
&
Commercial Vehicis » )« @ F S
Wity Retum to US & AMTA Wies Cots b X Sy
CE angine (Spark gnition) " ) = o @&

Source: Intematicnsl Trade Centre; expart interviews; 806 snalyshs

Nexico Canada Japan Gar

vy Chiha

A one pager summarizing
key points

8ackup

Automotive

Parts & Accessories is the most promising category with recent growth
trajectory; sizeable opp. for Turkish firms in busses & coaches

Export performance of Turkey vs key competitors in prioritized segments

| Parts & Accessories ($B) 203 WH2018} Busses & Coaches ($B) 2013 MM2018
P :
11.62 ] 0.22

iccess story In attracting FDI

1 from Beigium

H H 62%

| 74 | s 014

i : 0.09

H 5 +84% { b i

- +132% : 0.04) UD‘l004
op3

Macedonia  Mexico  Belgium  Turkey

Market size, sector trends, geographical
distribution, and top exporting countries

Backup
Automotive

Despite the trade polices shifting production back to the US, multiple
opportunities exist to tap into the market

A

Risks Opportunities

Capture share of wallet from China in
automative parts due to escalated trade
wars and increasing labour costs

Trade barriers trigger product shift
from Turkey to NAFTA countries

Tariff barriers
« Due to exclusion from GSP, vehicles and auto
parts will be subject to a 2.5 percent customs tax
« Additional tariffs on automobiles and auto parts is
under consideration with section 232 review

Increase exports in selected markets
e.g. Leverage production expertise in
Coaches and busses to reach fair market

share in $1B impart market in US
Non-tariff barriers

« Conflicting legal cases (e.g. Ford Transit) Attract OEMs production in LCV by

« Internal NAFTA req. (e.g. 62.5% to 75%) x. leveraging Turkey's positioning as a
@ew® production hub for and cost-efficient R&D

capabilities

s BCG sl

Export performance of Turkey vs. key

competitors in prioritized products

Additional back-up pages to focus on key themes specific to sectors

Identification of risks
and opportunities

Backup
Turkey has strong potential to share China SoW; but design and R&D
capabilities should complement cost position against potential competitiors

Product prioritizat o' Main competitor -

Parts @ Vehicles Product
China  Taiwan  India Macedonia Turkey
Parts & Accessores for vehicles 116 17 13 03
Body parts 17 0.5 0.02 0.1
Vecie or the transpert of good Drive Avtes G m el by
Brakes 19 0o 02 0.8
Suspension o3 01 01 0.03
§ Road Whe 8 o1 o1 0.0
H N el eng Passanger vehicles (+<10 porsons) 5y
£ | prsanger reices (10 persers) e oty Busses & Coaches 02 oo
g Oreet o e st engees - .
2 | ot 1 e v PR s (0510 parsa) Product Weaknesse:
% Scale of production Quality of production
5 e wreh ngine: @ o sccessore
§ ed with g i oot Good Infrastructure PR
@ rrutaccenoe  MEhRED cansbitte small scale
v manufacturing
B s @ accemories | SOYeTentsuppot  Poor infrastructure
- : o Efficient supply chain  Low design capability

Competitive advantoge

Turkey can capture market share thanks to its cost competitive
design and R&D capabilities

Product prioritization and
competitive analysis

Backup
Automotive

Sector organizations should play the leading role in boosting exports to the US
Action-oriented approach and cooperation among key stakeholders required

A

Key recommendations Potential upsides
p an organization with ke slders led by business assocaitions to increase SME 258
tive supplier’s market acce e US
An action group led by TAYSAD and involvement of other stakeholders to identify opportunities at product v
level and facilitate SME access to business & legal advisory for US market entry 4

+ TAYSAD and TIM to increase SME knowledge in key topics on trading with US by targeted trainings:
logal & tachnical regulations on auto parts by TAYSAD
how to do business in the S (by TIM)

+ TAIK, il and TR commercial service in the US to identify target buyers and to facilitate out reach by $0.58
SMES by a structured reach out plan ®
+ TiM and Goverment to support Turkish suppliers n trade fairs to showcase Turkey's RED capabilities Oy
velop L usses & coaches offering 15
OSD to identify key buyers in the US and identify local product requirements
+ Govemment to zet up a targeted structure to enable and product .
. i ud EIK, YASED and ISPAT to attract and 2018 2030 w/ 2030 at
ate FDI and JVs in new production and R investment baseline target
+ Actively identify and puriue opportunities from global OEMs and Tier 1 suppliers 2
+ Set up an action plan to promote Turkey's advantages and capabilities in automotive production and RED CAGR  SoW

Recommendations and
impact sizing

o 1§ 4 = 1z
\},\ Fhgt
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rags®

N
g cos®

(A\YE
¥

¢ .
>
2y . s w«,\e




Automotive and parts

Automotive (incl. parts): Significant upside potential in
parts, buses & coaches, and light commercial vehicles

Market overview

US automotive imports (SB)

Parts M Vehicles

+%3.6—> R2ATY
- 310 349
33% 33% 33%
2013 2018 2023

— Top producers —

F
e 4 FLEXlNlGATE , ¥ BorgWarner

Product prioritization®

Prioritized segments:

Parts and accessories for
vehicles

Buses & coaches (Passenger
vehicles, >=16 persons)
Light commercial vehicle

Selected products'’
exports to the US (5B)  Key strength

China [ 15.5 Economies of scale

India W 2.9 Gov. support

Taiwan |1 1.9 R&D cap.

Key recommendations
Set up a task force led by biz.
associations to increase SME

market access in auto parts to
the US

t Assess buses & coaches
R

opportunity in the US market

Set up an action group to
é\_ attract FDI and JVs in new
é":] production and R&D center

investments

wﬂ' | chrveLEe R/\
TOWOTA  womea e TENNECO
—— Geograph1cal dlstrlbutlon
2o | | -<§.aﬁb
‘~ i
[
e - X ii%

B o, o e

Main opportunities & risks

Capture SoW from China in auto parts

Increase exports in selected markets
(i.e. Buses and coaches)

Attract OEMs production in LCV

New NAFTA rules favor local/US prod.
Potential tariff uplift with Section 232

Upside potential

Turkey can capture additional ~$3B? in
automotive by 2030

|7$2 5B_¢
SO 5B—¢

~1.5
e B
2018 2030 w/ 2030 at
baseline  target SoW
CAGR

1. On 4- d]g]t HS code level 2. Turkey's 2030 baseline is projected at 50% of 2011-2018 CAGR; additional upside potential is calculated based on the expected SOW c;apture 1rF ﬁTbHIIK 4

segments in addition to baseline growth

Source: International Trade Centre; expert interviews; BCG analysis




Backup
Automotive and parts Simiey

US Automotive import market is mainly served by Mexico, Canada, Japan and
Germany; China has strong presence in parts

° Market overview ° Geographical distribution & top imported products

US automotive imports (SB) T \y

Parts Il Vehicles

e T
310 349
339 33%

2013 2018 2023

of all US of US of TR
. ts imports exports
mpor from TR to world Top products Total value (SB) Top exporters

Key sector trends Personal Vehicles 178 @ Q @

Japan Canada Mexico Germany S. Korea

L oo Increase in EV penetration
Automotive parts 71 . ‘ @ Q
& Mobility and sharing economy Mexico China Canada Japan Germany
Commercial Vehicles 28 . “ @ *
o Return to US & NAFTA Mexico Canada Japan Spain
ICE engine (Spark Ignition) 11 . 3 ‘ @ ]g ?
Mexico Canada * J"apam» rl/(

Source: International Trade Centre; expert interviews; BCG analysis



Turkey has a strong potential to capture Chinese share of wallet, but its design and

Backup

Automotive and parts

R&D capabilities should complement cost position against potential competitors

e Product prioritization

Parts @ Vehicles

A
Vehicles for the transport ofg,oodsn
E —Non-diesel engines

Engine parts
Diesel or semi-diesel engines

Passenger vehicles (<10 persons

N | e (o
Bodies for large pass. veh. Passenger vehicles (>=10 persons)
I I

Chassis fitted with engines

Market attractiveness

Competitive advantage

1. Country's official name is North Macedonia since January 2019
Source: International Trade Centre; expert interviews; BCG analysis

® Main competitors
Product (SB ‘ a
China  Taiwan
Parts & Accessories for vehicles 1.6 1.7
Body parts 1.7 0.5
Drive Axles 0.4 0.1
| Brakes 1.9 0.03
Suspension 0.9 0.1
Road Wheel 2.8 0.1
Passenger vehicles (>=10 persons)
L Buses & Coaches
° Competitive analysis
Product Strengths

Scale of production

Good infrastructure
High R&D capabilities

Adv. manufacturing

Government support
Efficient supply chain

' Parts & accessories
a Parts & accessories
Parts & accessories

- @ 6O

India Macedonia® Turkey

1.3 0.3
0.02 0.1
0.2 0.06
0.2 0.05
0.1 0.03
0.1 0.02
0.2 0.04
°
Weaknesses

Quality of production
IP Risks

Small scale

Poor infrastructure
Low design capability

Turkey can capture market share thanks to its cost competitive

design and R&D capabilities

154)"3
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Backup
Automotive and parts

Parts & accessories is the most promising category with recent growth
trajectory; potential opportunity for Turkish firms in buses & coaches

Export performance of Turkey vs key competitors in prioritized segments:

-------------------------------------------------------

Parts & Accessories (SM) 2013 I 2018 | Buses & Coaches (SM) 2013 M 2018
+57%
v
11,620 219 Success story in attracting FDI

from Belgium

-62%
! +113% |
V140
+18% oz —
| +84% v '-16%l
1,465 727 ‘1;54 +1327i, LI +
682 E
S in
Taiwan India E

------------------------------------------------------

Macedonia  Mexico Belgium Turkey

Source: International Trade Centre; BCG analysis ’1 ;;;}_ ‘ TAI K 45



Backup
Automotive and parts Simiey

Despite the trade polices aimed at shifting production back to the US, multiple
opportunities exist to tap into the market

Risks Opportunities
, _ Ii] Capture share of wallet from China in
va&4 Tariff barriers: _ . automotive parts due to escalated trade
| | « Due to the exclusion from the GSP, vehicles ol wars and increasing labour costs

and auto parts will be subject to a 2.5% duty

« Additional tariffs on auto and auto parts are

under consideration in the section 232 review (meeam,  Increase exports in selected markets
. Could lead to 20-25% duty e.g. leverage production expertise in buses

& coaches to reach fair market share in $1B

= Non-tariff barriers: import market in the US

A -+ New NAFTA requirements: A ..
= o . T ttract OEMs for production in LCV by
’ ‘7154’4 I}egﬂogal Vallue Content" (any EAFTA) - leveraging Turkey's cost-efficient R&D
’ 526/?1/()) gy ue Content” (workers @ @+ capabilities and its position as production
hub

o0 I¥ 5 .""-r, R
27 o, Ty

Source: Expert interviews; BCG analysis 3, i3 g TAIK 46
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Backup

Key recommendations for automotive and parts

Key recommendations

.’ ‘. Set up a task force with key stakeholders led by business associations to increase SME
. . automotive suppliers’ market access to the US
« An action group led by TAYSAD (Automotive Suppliers Association of Turkey) and involvement of other
stakeholders to identify opportunities and facilitate SME access to biz & legal advisory for the US market
TAYSAD and TIM (Turkish Exporters’ Assembly) to increase SME knowledge in key topics:
- legal & technical regulations on auto parts by TAYSAD
- how to do business in the US (by TIM)
« TAIK (Turkey-US Business Council), TiM and Turkish commercial service in the US to identify target buyers
and to facilitate out reach by SMEs by a structured reach out plan
e TIM and Min. of Trade to support Turkish suppliers with newly designed trade centers

@ Assess US specific buses & coaches opportunities
« Relevant biz. associations (e.g. OSD and OiB' ) to identify key buyers in the US and local product req.
« Min. of Trade to consider a targeted incentive structure to enable homologation and product
customization investment for the US market tailored for selected markets

__Q% Set up an industry-wide action group including TAYSAD, DEIK, YASED and Investment Office? to
= attract and facilitate FDI and JVs in new production and R&D center investments
» Actively identify and pursue opportunities from global OEMs and Tier 1 suppliers

» Set up an action plan to promote Turkey's advantages and capabilities in automotive production and R&D
1. OSB (Automotive Manufacturers Association), OIB (Automotive Industry Exporters' Association)
2. DEIK (Foreing Economic Relations Board of Turkey), YASED (International Investors Association)
Source: International Trade Centre; expert interviews; BCG analysis

Automotive and parts

Potential upsides
—$2.5B‘l

-4

2018 2030 w/ 2030 at
baseline target
CAGR  Sow

CRE S
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Textile & apparel

Textile & apparel: Untapped potential to be seized through
better design and brand image

Market overview
US textile imports (SB)

%1 .4——+%1.5—>

112 120 129
2013 2018 2023

Top Importers —

@ PeEenney Rauer fy Latken E
mln.ml #M SOBEL.WESTEX

Product prioritization’ —
Prioritized segments:
e Apparel (knitted)
e Apparel (non-knitted)
 Home textile
» Non-wovens

Selected products’

exports to the US (SB) e e

China | 42.4 Economies of Scale
India [l 8.5 Labor Cost

Italy | 2.2 High Brand Image

Key recommendations

Create an action group led by biz.
assoc.to attract US buyers in China

Create a task force for Turkish
apparel brands to raise country
image

Promote capability development in
the non-woven industry

Increase market penetration via
digital channels

Ox = ©

—— Geographical distribution

Key opportunities & riks
Grab SoW from China

Capture greater share via design
and brand image
Penetrate into non-woven textiles

Leverage online channels

Near-shoring and lead time
GSP ousting impact on textile tariffs
Automation drives production back

bbb%&%% |

to the US

Upside potential

Turkey can capture additional ~$3.4 B2
in textile

’7~$1.2 B—¢|7

201 8 2030 w/ 2030 at
baseline  target SoW
CAGR

1. On 4- d]g]t HS code level 2. Turkey's 2030 baseline is projected at 50% of 2011-2018 CAGR; additional upside potential is calculated based on the expected SOW c;apture 1rF ﬁTbHIIK 48

segments in addition to baseline growth

Source: International Trade Centre; expert interviews; BCG analysis




Backup
Textile & apparel

US textile & apparel market is dominated by cost-competitive Asian players

° Market overview ° o Geographical distribution & top import sources °

US textile imports (SB)

+9%1 . 4—>—+%1.5—>
] ] i
2013 2018 2023
of all US Qf us of TR’s
. ts imports exports
1mpor from TR to world Top Segments Total value (SB) Top exporters
¢ Key sector trends ¢ Apparel (knitted) 48 China  Vietnam Indonesia Honduras India
Z©5 \ Near-sourcing Apparel (non-knitted) 39 China Vietnam Bangla. Indonesia Mexico
@ Sustainability across the value chain Home Textile 16 China India  Pakistan Mexico Turkey
% Growth in technical textiles Carpets 6 India China  Turkey  Egypt Belgium

Non-Woven 1.6 China Germany Japa,n Canagia Turkey

Source: International Trade Centre; expert interviews; BCG analysis z IK 49
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Turkey cannot compete solely on price; quality and desigh elements of Turkish

products should be prioritized

Market attractiveness

Product prioritization

Apparel - Not Knitted
Knitted or crocheted fabrics
Home textile/

Apparel - Knitted
Plant based fibres

Silk

Coated or laminé

Cotton
Wool & other animal based yarn and woven fabric Synthetic filaments
\ Special woven fabrics;

_Fibers

N
7

Competitive advantage

Backup

Apparel & Home Textile

O

Textile & Apteral

Apparel

Source: International Trade Centre; expert interviews; BCG analysis

e

Non - Woven

Textile & apparel

Diverse product portfolio

Government support
Low labor costs

Brand image
Long standing relations

Top tier technology
High quality

® Main competitors °
= Yl = X
China India [Jordan Egypt| Italy Germany Turkey

Apparel (knitted) 15.3 1.8 1.1 0.5 0.5 0.2

Apparel (not-knitted) 13.4 2.1 0.4 0.4 1.1 0.4

ovens  Home Textile 9.0 2.6 ‘ 0.3

| Bed, Kitchen & other linen 2.2 2 FTA with 0.2

Wadding, felt and nonwovens 0.8 the US 0.2 0.1

| Nonwovens 0.4 0.2 0.1

° Competitive analysis °

ted textile fabrics Product Strengths Weaknesses
Scale Low brand awareness

Inc. labour cost

Rigid labour laws
Outdated infra.

Cost competitiveness
Long time to market

Long time to market
Inflexibility in pricing

o I§ 4 * Ty

vy -

] 50
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Textile & apparel

Turkey has been growing faster than its competitors in these 4 priority segments
Recent growth trajectory promises future growth for Turkey

Apparel (knitted) (S M)

-5%

7y 2013 M 2018
16,158
15,395
+11%
| ¢ +22%
2,015 2,235 l +|48f

404 491 165 245
-—__

China India Italy Turkey

Source: International Trade Centre

Apparel (not knitted) (S M)

-|13% 2013 M 2018
15,483
13,443
+11% 7Y%
60%
1%22’1801,008 N l
’ 1 1,075
W =520

China India Italy Turkey

Bed, kitchen & other
linen (S M)

2013 M 2018

+19%  *12%

l1,74|2 l -4%1

2,240 | 1,956 +27%
\ 1,001
B 158 20

China India Pakistan Turkey

Non-wovens (S M)

2013 M 2018

*82%  429%  +63%  +196%

A

208 379
= 13038 4370 2574

China Germany Italy Turkey

i - T
=0 ’.4% (:.‘: .
= ¢ = :TAIK
3 % T g 51
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Backup
Textile & apparel

Production will move closer to the US but Turkey still has potential in higher
value added segments

Risks Opportunities

Capture share of wallet from China in higher
value added products thanks to its decreased
competitiveness through escalated trade

@ Companies are near-shoring
@ production by moving production
wars and increasing labor costs

closer to end-markets for items with

short shelf life; requires fast reactions
Capture a greater share of the US apparel

=)

. and home textile market by leveraging
Turkish brands’ strong design capabilities and
high quality

Seize the momentum in non-woven exports

— manufacturing back to the US by (e.g. sport and leisure clothing) by leveraging
mitigating labor cost Turkey's cost competitive production and
disadvantage expertise

= Leverage established and emerging digital
- channels in order to penetrate the market

e.g. Amazon and StitchFix — .u.-u, _
STAIK =

OLO Increase in use of automation in
) ¥ ‘, textile production is bringing

. Source: Expert interviews; BCG analysis



Backup
Textile & apparel

5 key elements to boost Turkish textile & apparel exports in the US
Turkey will have difficulty in competing on costs alone

H

Achieving high quality Ensuring sustainable Improving country & Improve access to the US  Digital presence: Building
and reliability in large sourcing for US buyers brand image through textile & apparel industry brand awareness through
scale production across the value chain targeted positioning with US commercial bases e-commerce
» Sustain continuity » Educate and enable « Define what Turkish « Establish and operate » Develop digital market
and reliability in practices: textiles stands for Turkish trade centers: strategy and guide
large scale - Traceability » Keep messages - Meeting rooms Turkish firms in digital
production - Circularity consistent across all - Event halls sales channels for the US
- Social channels - Display area (e.g. how to sell online
responsibility e Invest in branding - Warehouses in the US, how to
(e.g. labor - Buy US-based manage supply chain,
rights, women brands logistics, returned items
rights etc.) - Run active via online channel)
marketing
campaign RUPEES .
© it 'TAIK s

. Source: Expert interviews; BCG analysis



Turkish textile & apparel companies should seize opportunities in digital

Backup

channels for growth and brand image

Significant opportunities in
e-commerce for Turkish firms

E-commerce retail sales in the US
» Expected to grow with %14 p.a.
e Forecasted to reach ~$1T in 2023

US e-commerce retail sales (SB)

/

+14% 999

2017 2018 2019 2020 2021 2022 2023

Note: Deflated by US CPI 2017 prices

Multiple mediums exist for market
entry in the US apparel e-commerce

amazon

Amazon just behind Walmart in the US
apparel market with a share of ~8% in
2017

STITCH FIX

Online styling service which
periodically sends subscribers five
pieces of apparel according to their
preferences and provides free returns

Turkish firms further use the US digital
market through online retailers,
building brand awareness & strength

Source: Statista; WTO; US Fed Reserve; BCG Henderson Institute: Center for Macroeconomics

Textile & apparel

However Turkish firms lack know-how
and infrastructure to penetrate

« Turkish textile & apparel firms lack
sufficient know-how to sell online in the
US market (e.g. how to manage supply
chain, logistics, returned items etc.)

« Insufficient infrastructure in software,
hardware, and handling operations

Turkish firms need to be supported via
training programs tailored for e-
commerce and the US market (esp. for
SMEs)

| LR/
ao 4% 5, .
¢ 2 :TAIK
2 S g 54
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Backup
Textile & apparel

Key recommendations for textile & apparel

DL °

L~

Key recommendations Potential upsides
@._ Create a task force led by business associations to unlock access to key US buyers

. ,. « IHKIB' to identify key products and buyers to target in the US market $2.2 B
®-® . TIM, IHKIB and TGSD' to set up induvial visits to key US buyers with Turkish textile association leaders ’ l

« TIM to facilitate participation of Turkish producers in Chinese textile fairs and to promote Turkish textile
industry targeting US buyers sourcing from China 5.3

« Turkish commercial service in the US to employ a textile trade rep. to facilitate access to US buyers

« TIM to create a US trade center that includes meeting rooms, show rooms and event hall to act as a base for
Turkish producers and all export promotion efforts in the US

> Create a task force for Turkish apparel brands to raise country image
@ « Relevant biz. associations (e.g. IHKIB and TGSD) to set-up a task force to promote Turkish brands and apparel »
industry in the US via country PR and social media campaigns
» Emphasize Turkish products’ sustainable sourcing and social responsibility features
» Help Turkish SMEs develop relationship with major US retailers

e Min. of Trade to consider a scheme to incentivize product development and R&D investments for Turkish

% Promote capability development and cooperation in hon-woven industry

— producers to adhere US norms and standards 2018 2030 w/ 2030 at
« ITHIB' to create a commercial set-up to pool complementary offerings to target large buyers baseline target
CAGR  SoW

Focus on digital channels and increase awareness through success stories
= » Training programs on digital sales channels in the US to be run by TIM and IHKIB

> 1§ &

1. IHKIB (Istanbul Apparel Exporters' Association), TGSD (Turkish Clothing Manufacturers' Association), ITHIB (Istanbul Textile and Raw Materials ;» g' i’é TAi K 55
Exporters’ Association)  Source: International Trade Centre; expert interviews; BCG analysis oy P



Jewelry: Turkey's design capabilities and brand image should be improved to

reach fair share in gold jewelry

Market overview
US jewelry imports from world (SB)

Metal I Stone

+%0.5—>——+%0.4—>

50.0 51.3 52.3
48Y% 46% 44%
2013 2018 2023

—— Geographical distribution

Product prioritization’

Gold jewelry prioritized due to large

market size, fast growth and Turkey's

competitive edge in the category
Gold jewelry

exports to US (SB) A8 ST

India [N 1.5 Gov. incentives
China [l 0.9 Lab. costs, scale
France [l 0.9 Brand strength
Italy [l 0.8 Brand strength
Thailand 0 0.3 Labor costs
Turkey 00.3 Design capabilities

Jewelry

Risks & opportunities

Increasing share of value-for-money
segment, where Turkey is positioned
Capture China's SoW due to the trade
relations between US & China
Target Italy's and France's SoW in the lower
premium segment

Marginal negative effect of loss of GSP pref.

ﬁ Fluctuation of gold prices due to economic
uncertainty

Key recommendations

CnY Consider negotiating tariffs in order to
eliminate Turkey's primary disadvantage against
its competitors (e.g. loss of GSP preference)

@90 Place efforts on marketing and branding with
aa sector firms under jewelry associations

B & Place business facilitation efforts via key
~— stakeholders to dev. relations with department
stores, Amazon and mass merchandisers

1. On 4-digit HS code level 2. Turkey's 2030 baseline is projected at 50% of 2011-2018 CAGR; targeted 2030 share of wallet (SoW) is three times the 2018 SoW

Source: International Trade Centre; expert interviews; BCG analysis

Upside potential
Turkey can capture additional ~$1.2 BZ in jewelry

|7~$0.7B—¢
~1.5
’7"50.53—*

~0.8
0.3

2018 2030 at projected 2030 at
baseline CAGR target SoW

NS
2
o
A =
R

.y TAIK 56
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Backup
Jewelry

Value-for-money and brand strength stand out as the key success factors of the
US jewelry market

° Market overview .o Geographical distribution of imports °
US jewelry imports from world (SB)
Metal I Stone \L\A \
+%0.5—>—+%0.4 —>
50.0 51.3 52.3
48% 46% 449%
D ———— . e ——————— \\‘ 5 %\,,l
2013 2018 2023 N e
of all US gf us of TR's ; -
imports! imports exports :
from TR! to world' W
° Key sector facts & trends °
Growing value-for-money segment driven by increasing GD\Q/@ Opportunity via marketing of jewelry; US consumers' top
(g; value-consciousness, and the growth of internet retailing \/ reason for not buying jewelry is "not having a reason”
Q which offer lower prices and promotional activities at —
department stores Digital is crucial because it provides the medium for

J o _ _ better product discovery and convenient shopping
Branding is a key success factor; American consumers give

C?@ increasing importance to brand image and strength S _ .
@\J@ Market consolidation towards larger chains driven by
@’ convenience and value

1. 2018 figures e My .
Source: International Trade Centre; Mintel; US Census Bureau; Euromonitor; BCG analysis .:—1;_ %}_ R &5 TAI K 57



Efforts should be focused on seizing the substantial opportunity in the US

Backup
Jewelry

precious metal jewelry market where Turkey is highly competitive

o Product prioritization °

Turkey is highly competitive in precious metal jewelry and should
focus its efforts on capturing a larger share of the substantial market

@ Metal Stone
AN

Platinoid metals (Int.)
Legal tender coins

Diamonds
y

Silver (Int.)
\

.Articles of pearls
/\

Scrap of precious metal

|

Imitation stones

e ———
Articles of precious metals

Market attractiveness

Metals clad with silver (Int.)

Pearls (Int.) Metals clad with platinum (Int.)

\ 4

Competitive advantage

Source: International Trade Centre; expert interviews; BCG analysis

® Product mix analysis
ersn o @ () @ () @
D Highest exported
product of a country India  China  Italy Thailand France Turkey

Precious metal jewelry 1,840 1,256 966 903 886 296

Gold 1,518 922 803 336 880 279
Silver 316 329 161 566 5 17
Base metal 5 5 2 2 1 1
° Competitive analysis °
Product Strengths Weaknesses
Gold I.'OW la.b or costs, government Limited design capabilities
incentives

Low durability of products

o
=3
o

Low labor costs, scale, design

Product portfolio limited to

Brand strength, design, country PR premium & high priced products

Silver Low labor costs & product design Increased taxation

Product portfolio limited to
premium & high priced products

Tariff & quota“dlﬁdlaﬁaii(

91 Vos pu‘s‘e

Gold Design, brand strength

Low labor costs, design & quality,

Gold high durability of products

Yy J=f YO



Backup
Jewelry

Gold is the most attractive market among precious metal jewelry and Turkey's
recent performance is very promising

Export performance of Turkey vs. key competitors in prioritized products

Q US total import market CAGR' (13-18) for a given product

-----------------------------------------

Gold (S M) 2013 M 2018 Silver (5 M) B 2013 Il 2018 Base metal (S M) 2013 I 2018

N N N

]

i i

! '

! '

! '

| '

! +14% E

| 0 !

L +30% ra6% i

L] g |

: +19% '

| 1,518 i

I | % . ! -35%

1166 | +%l/ | 7o 3 +192%

: 922 880 | 12% 206 8711 +6%

i 803 i ‘ l | l -13% 236% -60% 10% -53% .

’ 410 PO | 446329” 200 -36% | S e A I I Bt
]

| 283 336 279 | 01316 186161 | 112.45.0 13.41.6 07 | |

E B oy B s 5 2717 7749 _1201.8 | | 03] 0.20.6

| India China Italy Thai. France Turkey i India China Italy Thai. France Turkey India China Italy Thai. France Turkey

]

S O®@U=0® 200=0® QOO@OQ

________________________________________ !

. ded l h
gogr%rg:plc;\lfcgrr?at?onnr:iaTr%rgg\/ éer:'?ss; BCG analysis TAI K 59



Backup
Jewelry

Favorable US market trends and foreign trade dynamics outweigh the risks

Opportunities

Increasing value-consciousness of consumers

Tariffs on gold jewelry up from 1% to 6% as a o) |§ leading to the growth of the share of value-
result of loss of GSP preference <f\|_ for-money segment, where Turkey is

positioned

Fluctuating gold prices due to economic
uncertainty, e.g. concerns over foreign
policy

Opportunity to capture China’s share of
wallet due to the developments in trade
relations between US & China

@\Q ® Opportunity to capture Italy's and France's
- share of wallet in lower premium segment
am through aggressive marketing and branding

Negative effect of economic downturn in
Turkey on cost structure of producers

()

o0 I iy ."J.‘, .
AN

Source: Mintel; Euromonitor; expert interviews; BCG analysis ";& i3 g TAI K 60
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Backup
Jewelry

Key recommendations for jewelry

9 L~

Key recommendations Potential upsides

Consider negotiating tariffs and quotas in order to eliminate

t.,'}' Turkey's primary disadvantage against its competitors
(A

Q Put effort on marketing and branding with sector firms under
E’\H/@ jewelry associations (IMMIB)2: ~$0.7B1
— » Provide transparency on ethical sourcing of materials on l
product labels, catalogues, websites etc. in parallel with
increasing sensitivity of US consumers
» Increase digital presence through websites (each firm's
own website, a single website for all members of IMMIB,
retailers’ websites etc.) to provide consumers with better » ~$0° 5B v
product discovery and convenient shopping -0.8
» Establish strong brands - as brand strength is increasingly ‘
becoming a key success factor - by building stories on

modernized heritage design behind Turkish products and 0.3
emphasizing Turkey's competitive edge on value-for-money -
—~ Place business facilitation efforts via TIM, IMMIB and other .
i | key stakeholders to develop relations with consolidating 2018 2030 at. projected 2030 at
—=_>"  department stores, Amazon and mass merchandisers baseline CAGR target SoW
1. Turkey's 2030 baseline is projected at 50% of 2011-2018 CAGR; targeted 2030 share of wallet (SoW) is three times the 2018 SoW ;‘}U ‘j“ ”J’V'%. TAi K
2. IMMIB (Istanbul Minerals and Metal Exporters’ AssociatioN) %, ?}'t';‘s\“g 61

Source: International Trade Centre; Mintel; Euromonitor; expert interviews; BCG analysis



Civil aerospace

Civil aerospace: Turkey needs to focus on R&D, human capital, and

ndustry 4.0 to reach its full potential

Market overview
US civil aero. imports from world ($B)
Aircraft I Engines & parts & gear

A== A
70.8

49.6 299 582'3% 21%
°
2013 2018 2023

—— Top importing companies

@__ﬂﬂf]ﬂa -
Aviation
e

GOODRICH

Product prioritization

Engines & engine parts and aircraft
parts are prioritized; Turkey is
competitive especially in aircraft parts

Selected products' exports to the US (SB)

Poland NN 1.2
China NN 1.1
S. Korea N 1.0
Israel (I 0.6
India [lH 0.3
Turkey I 0.7

—— Geographical distribution

Issues to be addressed

«an.  Current R&D capabilities are limited
and Turkey is positioned lower in the
value chain, exporting mainly
commoditized components

® Scarcity of skilled labor (engineers

) . .
@" and mechanics/technicians)
B Room for improvement in production

1 teChnOlOgy

Key recommendations

Increase investments in defense aerospace
and R&D to further accelerate the way up
the value chain

Collaborate with private sector to update
university and vocational school curricula
and invest in foreign language training

Invest in Industry 4.0 and production
technology to optimize cost and increase
price competitiveness

Upside potential

Turkey has a total upside of $1.5B" in civil aero.

~$1B—¢
’i~$0.53—¢’7 99

-1.2
0.7
[
2018 2030 at projected 2030 at target SoW

baseline CAGR

1. Turkey's 2030 baseline is projected 50% of 2011-2018 CAGR; targeted 2030 share of wallet (SoW) is two times the 2018 SoW
Source: International Trade Centre; expert interviews; BCG analysis
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Civil aerospace industry is consolidating in the US and the production of

Backup

aircrafts is expected to ramp up

° Market overview
US civil aerospace imports from world ($B)
Aircraft M Engines & parts & gear

+%3 2__»/4‘%4.0_"
) 70.8
49.6 >8.2 219%
2013 2018 2023

of US of US of TR's
imports’ imports exports
P from TR! to world’

o——— Key sector facts & trends ———

@ Demand for next-generation, fuel-efficient aircraft
L continues to surge due to the rise in oil prices

Production ramp-up likely as commercial aircraft order
watl backlog remains strong

3131 New entrants from Russia and China could challenge the
08¢ current duopoly of the US and Europe in the long run

' Risk of suppliers facing difficulties in ramping up

=  production to accommodate OEMs

@ Increasing M&A activity as suppliers are consolidating for
scale, cost-effectiveness, and higher negotiating power

1. 2018 figures

Geographical distribution of imports

12
54
0
R KL\/‘
¥
}
)

3
N
A
1
—
R
I

Civil aerospace

Base in the US

@ﬂﬂflﬂﬂ Washington

o

I

GOODRICH California

f GE
Aviation Kentucky

Source: International Trade Centre; Mintel; US Census Bureau; Datamyne; BCG analysis

Importing companies

Top products

Aeroplane and helicopter parts,
aircraft seats

Aeroplane and helicopter parts,
turbojet & turbopropeller parts

Turbojet & turbopropeller parts

Top countries of origin

China, Japan, Italy
Belgium, China, France

Japan

1;4~1

: TAI K
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Turkey's target markets are commoditized aircraft and engine parts where

Backup
Civil aerospace

quality, price, and timely delivery are key success factors

Product prioritization °

Engines & engine parts and aircraft parts are prioritized; Turkey is
competitive especially in aircraft parts

A

Market attractiveness

Launching gear

v

Competitive advantage

1. The term "gas turbines" encompasses all aircraft engine types
Source: International Trade Centre; expert interviews; BCG analysis

® Product mix analysis °
Exports to the US (SM) G ' @ @
Poland China S. Korea Isel India  Turkey
Engines & engine parts 1,037 548 265 215 103 318
@Turbojet & turbopropeller parts 969 302 199 158 70 284
Turbojets of a thrust >25 kN - 128 5 - 17 14
Other gas turbine! parts 35 50 2 41 4 5
Aircraft parts 205 555 689 354 174 333
@Aeroplane and heli. parts 134 532 685 345 171 320
Under-carriages and parts 69 19 3 2 1 4
® Key purchasing criteria of OEMs °

OEMs produce technologically critical components themselves and outsource
commoditized components to establish a global supplier base

Quality Price Timely delivery

o I§ 4 * Ty
v e Ty .
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Backup

Civil aerospace

Turkey currently competes in commoditized aircraft components; opportunity
to increase export volume by moving up the value chain

Segmentation Description

Original equipment manufacturer
——— « Aircraft Design & Engineering, with control over value chain logistics
« Examples: Airbus, Boeing, Embraer, Bombardier, Comac

Structures & systems suppliers
« Suppliers of complex systems to OEMs, with control over design,
Sy5tem5+ — assembly, services
« Examples: Aeroengines, fuselage, empennage, wing, landing gear
assemblies, avionics systems

Components suppliers

» Suppliers of components to systems suppliers
Components - « Examples: pumps, motors, sensors, cables/connectors,
windows, filtration

Parts suppliers
» Suppliers of basic parts to components suppliers
« Examples: electric components, bearings,
mechanical components

Source: BCG analysis

Example Countries

*
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Expected
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o
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Starting point on the value chain
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Key recommendations for civil aerospace

Continue investing in
defense aerospace

Civil aerospace generally
follows the developments in
defense aerospace regarding
aircraft components

Developing know-how and R&D
capabilities quickly will bring
Turkey up the value chain and
increase its exports to the US

Turkey is on the right track with
current defense aerospace
programs

Increase investments in
defense aerospace and R&D
further accelerate on the
way up the value chain

Invest in education &
skilled labor

Ease of finding skilled labor is
very important for the quick
development of Turkish
aerospace industry

Current bottlenecks

« Engineering graduates
lacking practical/sectoral
knowledge

« Scarcity of vocational
schools and qualified
technicians/mechanics

 Scarcity of English
speaking labor force

Update curricula
collaboratively with private
sector, invest in foreign
language education

Invest in Industry 4.0 in
aerospace industry

Upgrade and automatization of
production have many benefits

Higher quality

\_/ Lower labor costs

%\S Less waste/scrap

Y Higher price

LI 0 competitiveness

Invest in production
technology to optimize cost
and increase price
competitiveness

1. Turkey's 2030 baseline is projected 50% of 2011-2018 CAGR; targeted 2030 share of wallet (SoW) is two times the 2018 SoW
Source: International Trade Centre; expert interviews; BCG research & analysis

Civil aerospace

~$1.5B total potential
upside in civil aero.

_~$1B_l

~2.2

-~$0.5B
|

~1.2

] I

2018 2030 at 2030 at
projected target
baseline SowW
CAGR
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White goods: Considerable market potential and right to win for TR
in fridge freezers, freezerless fridges and A/C units

—— Market overview
US white goods imports from world (SB)

@ /y/+%3.1 —>
- +%7.2 - 293
2013 2018 2023

—— Top importing companies

@ [{] electrolux @LG

U Haier
—— Geographical distribution

Product prioritization

Fridge freezers, freezerless fridges and
A/Cs prioritized due to substantial
potential and competitive edge of TR

Prioritized products’

exports to the US (SB) N ST

Mexico [N 8.5 NAFTA, proximity
china [l 5.9 Labor, scale
S. Korea 1.5 Presence in all channels
Turkey | 0.2 Quality & value

White goods

Risks & opportunities
High potential in fridge freezers through
product matching and branding

Opportunity to capture China's dominant
position in freezerless fridges

Opportunity to capture China's SoW in
window A/C market

C Marginal negative effect of loss of GSP --
tariff on A/Cs up from up from 0% to 1%

Protectionism and "Made in USA" campaign,
effective especially in Midwestern USA

Investment requirement & production

A

ramp-up period for product matching

Key recommendations

1 Improve product matching by addressing US

=B consumer demands (e.g. larger refrigerators with
multiple doors) and technological improvements
(e.g. noise reduction)

Klkvﬁ Set a task force by key biz. associations to
0% identify opportunities by capturing Chinese share
of wallet

1. Turkey's 2030 baseline is projected at 50% of 2011-2018 CAGR; targeted 2030 share of wallet (SoW) is three times the 2018 SoW

Source: International Trade Centre; expert interviews; BCG analysis

Upside potential

Turkey can capture $0.7B" in white goods

|7+$0.5B—¢
~1
’i+$O.ZB—¢

~0.5

0.3
I

2018 2030 at projected
baseline CAGR

2030 at target SoW

A
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Backup (= o=
White goods @

Branding, large capacity, technological improvements, multi-functionality, and
efficiency are key selling factors in the US

° Market overview .o Geographical distribution of imports °
US white goods imports from world (SB)
3
Y} 29.3
B . .
2013 2018 2023
of US Qf us of TR’s
imports’ imports exports
from TR! to world'
Y . .
Key sector facts & trends , Importing companies .
Brand strength is more important than country of origin . . ..
- for US consumers, as brand is associated with reliability Base in the US Top products Top countries of origin
Fridge freezers, washing machines, . .
@ Large capacity remains a key selling point across major @ New Jersey cooking appliances 5. Korea, Thailand, China
Eﬁ appliances Fridge freezers, microwaves, A/C
4 Compact living trend in urban areas creating demand also Hdlef California parts China, Hong Kong, Malaysia
[958 for relatively smaller appliances
@ LG New Jersey Fridge freezers, laundry appliances  S. Korea, China, Vietham
@\2,9 Consumers prioritize technological improvements and
aa i-f i f f i . . .
muilti-functional features for appliances E] Electrolux  North Carolina Freezers, microwaves, A/Cs China, Hong Kong, Sweden
High energy /water efficiency associated with cost
»_/ savings, consumers willing to pay a premium "‘QII_ESCL{EII%HI Georgia A/Cs, A/C parts, cooking appliances Japan Tha1land China
:TAIK s

1. 2018 figures
Source: International Trade Centre; Mintel; US Census Bureau; Euromonitor; Datamyne; BCG analysis :u

‘u o



Backup

oz
White goods @

Refrigerators and A/Cs prioritized products for Turkey
Turkish producers currently lag behind in product fit and brand strength

° Product prioritization ° ® Product mix analysis °
Exports to the US (SM) |
Substantial addressable market in refrigerators and air conditioners Sub-products g
where Turkey is highly competitive T Mexico China S. Korea Turkey
A Refrigerators 4,630 2,593 1,110 227
@ Household fridge freezers 3,282 800 964 100
Refrigeration equipment 618 416 33 0
Parts 379 255 48 12
Refrigerators D]Splay counters 269 368 48 14
§ @ Freezerless refrigerators 40 390 13 56
g Air conditioners 3,834 3,292 346 3
s ‘ Parts 2,542 978 299 2
S \ Cooking appliances A/C with refrigeration unit 853 494 11 0
5 Microwaves @ Window or wall A/C 60 1,566 32 0
-
%’ Electric water heaters /. ° Competitive analysis 1
2 Dishwashers Product Strengths Weaknesses
| E Household fridge freezers NAFTA Rising US' brotectionism
() A/C parts Proximity guop
\
Boilers .\ Household fridge freezers Low labor costs Lower quality perception
Laundry appliances Window or Wall A/C Economies of scale US-China trade relations
I S . . .
> . Presence in all segments Lower quality perception
@ Household fridge freezers and sales channels Increased tariffs on exports

Competitive advantage

Quality & value-for-mone Productlmi.STmatch
1. Household @ Household fridge freezers 1. e¥1er officienc y Low p?%ﬁ&§f?§nmritkus
Source: International Trade Centre; expert interviews; BCG analysis g 8y y Dist&’gcé;*&flo‘g*ls 69
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Turkey's recent growth in exports of prioritized products shows that initial
steps have been taken but further effort is required

Backup

Export performance of Turkey vs. key competitors in prioritized products

O US total import market CAGR' (13-18) for a given product

Household fridge freezers (SM)

2013 M 2018

®

Freezerless fridges (SM)

@ @

1. Compounded annual growth rate

+32%
-
3,282
2,480
w94 1
- ;
1,129 +216%
413800 = | i
. 32 100
Mexico China S. Korea  Turkey

C

Source: International Trade Centre; BCG analysis

2013 M 2018
+52%
v
390
256
9 135%
+51/i’ +432% +‘ |
‘ 40 Y 56
26 24
1 2 13 ]
Mexico China S. Korea  Turkey

® «

C

White goods

Window or wall A/C (SM)
2013 M 2018

(+ o)
N

+16%
¢ No existing
exports but
1,566 significant
1,345 potential
+17% +38% +233%
v IR
51 60 2432 0 0
Mexico China S. Korea  Turkey

C@@

TAI K 7
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Mismatch between Turkish products and American consumer demand requires

o3
White goods @

further commitment and investment focusing on the US market

Trend towards larger fridge freezers with higher
number of doors in the US; Turkey needs to adapt

<

Sales of household fridge freezers
by format in the US (% of vol.)

it iSingle door

4+ doors
3 doors

Double
door

2013 2018

C

Sales of household fridge freezers
by format in Turkey (% of vol.)

Single door
4+ doors
3 doors

Double door

2013 2018

Shift from double
door to 3+ doors

Source: Euromonitor; BCG analysis

Shift from single door
to double door

Unlike Turkey, window and room A/Cs are common in
the US; investments in Turkish production required

=

Sales of A/Cs by type in the US
(% of vol.)

Split A/Cs

Room A/Cs

Window
A/Cs

2013 2018

C

Sales of A/Cs by type in Turkey
(% of vol.)

I I Split A/Cs

%99 %99

Room A/Cs
Window A/Cs

2013 2018

Window & room A/Cs
dominate the market

Split A/Cs dominate
the market
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o3
White goods @

Although some risks exist, opportunities should inspire Turkish exporters to
focus on the US white goods market

Opportunities

Turkish white goods are high quality and
good value-for-money; high potential in
fridge freezers through product matching
and effective branding and marketing

Marginal negative effect of loss of GSP;
tariff on A/Cs up from up from 0% to 1%

Although relatively smaller in market size,
opportunity to capture China's dominant
position in freezerless fridges, as Turkey
currently holds the second place

Protectionism and "Made in USA" campaign,
effective especially in Midwestern USA

)

Opportunity to capture share of wallet from
China's dominance in the window A/C
market by product matching and leveraging
US-China trade developments

Investment requirement & production ramp-

up period; risk of losing opportunity to

competitors such as Thailand and Malaysia

o0 I iy ."J.‘, .
AN
Source: Mintel; Euromonitor; expert interviews; BCG analysis ";& i3 g TAI K 72
ay Vos ELS\‘X
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White goods @

Key recommendations for white goods

L~

Key recommendations Potential upsides
l—g Focus on product matching

» Invest in manufacturing larger double door refrigerators,
refrigerators with multiple doors and window A/Cs in order
to match US market demands

« Aim for technological improvements that American
consumers give importance to, e.g. noise reduction, faster
cooling cycles, even heat distribution that

» Provide multifunctional features such as convertible
compartments in fridge freezers

Klkj Set a task force by key biz. associations (e.g. BEYSAD? )
to identify opportunities by capturing Chinese share of

wallet
» List sub-sectors and products to focus on
» Interact with key OEMs and potential buyers in the US

market
2016 2030 at projected 2030 at
baseline CAGR target SoW
1. Turkey's 2030 baseline is projected at 50% of 2011-2018 CAGR; targeted 2030 share of wallet (SoW) is three times the 2018 SoW e

2. BEYSAD (White Goods Suppliers Association) A .
Source: International Trade Centre; Mintel; Euromonitor; expert interviews; BCG analysis "'1_ %, R 5; TAI K 73



Building Materials: Strong position in cement & marble
create opportunities; ceramic tiles shows potential

Market overview
US building materials imports (SB)

e oy %367
+/)5.5 23 9 28 5
2013 2018 2023

—— Top importers —
ARIZONA TILE y /A

-
aonatolia | = ‘c/
TILE4+ STONE Emser Tile

Product prioritization®

Prioritized segments:
e Cement

e Marble

e Ceramic Tiles

Selected products’
exports to the US ($B)

China [l 1.2 Economies of scale
Italy [lllllll 1.2 Brand image
Spain [l 0.6 Service level

Key strength

Building materials

Key recommendations

Ensure access to import
@& terminals in the east coast of
the US for cement exports

@ Improve brand image and
country positioning in ceramic

tiles segment

/\ I Attract US marble buyers
sourcing from China

—— Geographical distribution

—— Key risks & opportunities ——

Expected increase in US cement
imports due to infrastructure boom

Marble exports of China up for grabs
due to trade developments

Untapped potential in ceramic tiles

Increasing construction costs to

e e o

slow down growth

Upside potential

Turkey can capture ~$0.6 B2 in
building materials

rso ZB_Jf S0. 4B—¢

0.6

2018 2030 w/ 2030 at
baseline  target SoW
CAGR

1. On 4- d]g]t HS code level 2. Turkey's 2030 baseline is projected at 50% of 2011-2018 CAGR; additional upside potential is calculated based on the expected SOW c;apture 1rF ﬁTbHIIK 74

segments in addition to baseline growth

Source: International Trade Centre; expert interviews; BCG analysis
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Building materials %

Turkey lags behind Italy and Spain in country image and lead time

° Product prioritization 4 ® Main competitors °
posc @£ 0 DO
China Greece Italy Spain Turkey
A
Cement 0.1 0.1 0.2
Ceramic Tiles 0.6 0.7 0.3 0.1
(%]
§ Building stones 0.7 0.5 0.3
Q | Marble & travertine 0.3 0.3 0.3
9]
S
S Ceramic Tiles o Competitive analysis o
Q
E ) Sets, curbstones Product Strengths Weaknesses
< | Articles of Stone Abrasive powders Scale
AL TS . Al Diverse product portfolio Low brand awareness
| ® Refractor :
Marbels and other building stones @ Cement Cost competitiveness Weak domestic
- market
o - Ceramic Tiles & Marble Brand image Cost competitiveness
Competitive advantage - Travertine Superior design P
- - Short lead time to Follower in design &
s
Ceramic Tiles market technology

o0 ¥4 T

;¢ (TAIK 75

4 o
a9y . Us gus‘e

as®

\Y
oF
A

Source: International Trade Centre; expert interviews; BCG analysis
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Infrastructure boom and untapped potential in ceramic tiles presents main

Building materials

opportunities; expected economic downturn poses a risk

Risks

m Building materials sector influenced

‘\v/' heavily by economic activity. Likely

Adl economic downturn in the US would
negatively affect imports

Increasing construction costs may
halt construction growth; slowing
down the building materials sector

. Source: International Trade Centre; expert interviews; BCG analysis

Opportunities

<IN

4
24

Infrastructure boom in the US expected to
double US cement imports

Substantial room for growth in ceramic tiles
exports to the US

Chinese marble exports up for grabs due to

trade developments

» natural stones sector is part of the
products hit by recent 25% tariffs

| LR/
J,v >. & o ) iy, . .
: 1 ¢ :TAIK
N 76
L L
2y . Usgysy



US cement import will double by 2030 due to infrastructure boom

Infrastructure investments will boost
cement imports

Annual cement import by the US (mn tonnes)
30

15
11 14 14

w=EHEEE

2010 2015 2016 2017 2018 2020e 2030e

o The US administration plans to invest ~ $1 T in
infrastructure investments creating additional demand

« Current industry utilization rate is ~80% and the likelihood

of major greenfield investment estimated to be low,
promising significant opportunity for imports

Source: International Trade Centre; expert interviews; BCG analysis

Building materials

Turkey is expected to export additional
2 mn tonnes p.a. by 2030

Increase in exports to the US by countries (mn tonnes)
7

SEA Latin Canada Turkey Greece Mexico
America

« Countries from SEA, Europe and Latin America will cover
significant part of the cement supply gap

» Cement price level will rise due to the significant demand
upkeep

» Access to terminals in the US is key to increasing exports

o 1§ 4 = Ty
*
w Lo, ey .
] 77
& f‘}‘ . e‘v
Ay " Usgys©



Opportunity to capture share in ceramic tiles from Italy and Spain with enhanced
product image; Chinese share is up for grabs in cost-competitive segment

Grab share from Italy and Spain by focusing on
product image & service level

Ceramic tiles import by US (USD mn)

+22%) 2013 Il 2018
660
542 +1 99%
335
+80%—¢
112 5 6 101
Italy Spain Tu rkey

Key Success Factors
o Country Image: Higher brand image in key
decision influencers

» Service Level: Shared logistics backbone to
service small batch orders with short lead times

P e

1. Country export product profiles should be further examined at IHS 10 product level
Source: International Trade Centre; expert interviews; BCG analysis

Building materials

Chinese ceramic tiles exports are up for grabs;
Turkey's unit price provides good fit with Chinese
exports'

Chinese Exports to US -
2018 (mn sgm)

Average ceramic tile unit price - 2018 (Sk
per thousand sqm)

| Export volume to relocate

in the short term 19.4
65 Export Value

~$180mn 11.6

~$400mn

China China Italy Spain Turkey Brazil Mexico

Key Success Factors
A o Capacity: Ability to produce and deliver large
> orders

e Quality: Consistency of quality in large order is
the key differentiator among the buyers

TAI K 7
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Key recommendations for building materials

Key recommendations

Ensure access to import terminals in the east coast of the US for cement export
(aoon) » Relevant association (e.g. TCMB' ) to set up a sector wide organization to act as a vehicle to
organize cement exports by pooling sector resources to gain access to terminals in the east

coast

Improve brand image and country positioning in ceramic tiles segment

» Relevant biz. association (e.g. SERFED" ) to set up a PR and marketing campaign targeting US
architects to promote Turkish ceramic tiles

» Set up Turkish pavilion in ceramics fairs in the US with side events to showcase and promote
Turkish ceramics and to ensure quality of representation by Turkish exhibitioners

» Establish design academy to train specialist designers for ceramic tiles sector

» Set up a structure to enable pooling logistics of smaller size orders from different producers in
Turkey by US wholesalers

/ Attract US marble buyers from China
» Relevant biz. association (e.g TUMMER') to identify buyers to target in the US market
» Organize induvial visits to key US buyers with sector players

Source: International Trade Centre; expert interviews; BCG analysis

Building materials

[

Potential upsides

$0.4B—¢
1.2

$0.23—¢
0.8

2018 2030w/ 2030 at
baseline target
CAGR L, 00W

1. TCMB (Turkish Cement Manufactuers Association), SERFED (Turkey Ceramics Federation), TUMMER (Turkish Marble, Natural Stone and Machinery Manufacturers ASsomaElonF) TAI K 79
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Furniture: Turkey has a tiny share in a huge market; seats

and furniture show some potential

Market overview
US furniture imports (SB)

0o . —>
%69~ T#1D

72.9 78.5
x 0 B
2013 2018 2023
—— Top importers —
RO@O®OMS
e CORSTER.

Fine Furniture

Raymour & Flanigan 2983 N[3

FURNITURE
FURNITURE | MATTRESSES

—— Geographical distribution

v

SOW capture in prioritized segments in addition to baseline growth

1. On 4-digit HS code level 2. Turkey's 2030 baseline is projected at 50% of 2011-2018 CAGR; additional upside potential is calculated based on the expected
Source: International Trade Centre; expert interviews; BCG analysis

Product prioritization®

Prioritized segments:

o Furniture (excl. seats)
e Seats

Selected products’
exports to the US ($B) Key strength

China [ 24.3 Economies of scale

Superior brand
Italy || 2.1 e

Poland | 0.5 Goverment support

Key recommendations

@ Target US buyers in preselected
sub-segments to replace

Chinese exports

' Help SMEs develop capabilities
® to compete with other
®  European producers in design,
quality, and logistics

Key risks & opportunities — ]

Q{ Huge market is up for grabs from
China due to trade developments

Q? Potential to capture SOW from
European peers

Upside potential

Turkey can capture ~$0.6 B2 in
furniture

S0. 4B_¢
$0 ZBj|7
0.2
[
2018 2030 w/ 2030 at
baseline  target SoW

CAG R

TAI K =




Turkey has substantial room to grow its exports in furniture and seats

Backup

Focusing on brand and quality is the key to compete with European peers

. Product prioritization
A
(%]
(%)
v
o
= Furniture and parts
9]
S
S
-~
S
~J
Q Lamps and lighting fittings
S
= Glassware
* Medical furniture

Mattress

A4

Competitive advantage

Source: International Trade Centre; expert interviews; BCG analysis

i

Furniture

® Main competitors °
s ® O ¢ ©
China Italy Poland Turkey
Seats 10.6 0.3 0.1 0.03
Furniture & parts 13.7 1.8 0.4 0.03
® Competitive analysis °
Product Strengths Weaknesses

Economies of scale

Furniture & seats Success in attracting FDI

Brand image

Furniture & seats High quality level

Strong state support
Specialized workforce

©CO e

Furniture & seats

Low brand image
Inc. labour cost

Low number of large
scale producers

Lack of strong brands
Rising labour costs

SUUVTAIK s
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Key recommendations for furniture

Key recommendations

©

Q.
o o
\ /

Target US buyers in preselected sub-segments to replace Chinese exports

Relevant biz. association (e.g. TORID, MOSFED)' to set-up a working group to identify key
products with potential to replace Chinese suppliers to the US market

TAIK to help Turkish producers to reach out US buyers via site visits in both US and Turkey

TIM to lead creation of targeted promotion campaign in key trade fairs to position Turkey as an
alternative value for money segment to substitute China

Help SMEs to develop capabilities to compete with other European producers

Relevant biz. association (e.g. TORID, MOSFED) to set up a working group to identify customer

preferences and trends

Set up a structure to promote Turkish brands and furniture in the US via targeted PR Establish
specialized programs under industrial design faculties for furniture design to improve local talent
Create joint local logistical solutions to enable SMEs fulfil small-scale orders with shorter lead

time

1. TORID (Turkey Forest Products Manufacturers Assocaition), MOSFED ( Furniture Associations Federation)
Source: International Trade Centre; expert interviews; BCG analysis

Furniture

[

Potential upsides

—$0.4B—¢
0.8

2018 2030w/ 2030 at
baseline  target
CAGR SoW

> 1§ &

TAIK s
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Travel & tourism: Significant upside potential in culture,

sun & beach, and healthcare tourism

Market overview
US T&T imports from world (SB)

Business! M Leisure

0 g
/+%8'5/,/+A5.0
146 ke
97 1% 11%
73% | 89%
2013 2018 2023

Main purpose of trip

Holiday [ Other
24% 27%

13% 0 9
7% 00 8/) 10/’ 00 0 [o)
i . [ | A 2% 2%

— Prioritization of travel types —

Culture & city trips

Sun & beach

Healthcare

Exports of the above
to the US (SB)

Spain - 2.2

Greece I 0.4

Key strength

Sun & beach

Culture & city

Sun & Culture Nature Well- Other Friends Busi' Edu. Health. Relig.
beach & city ness holiday & Rel.

Desti nations of travel

Main opportunities & risks —
Cost comp. via curr. depreciation

Rich cultural heritage
Variety in beach tourism offerings
Advanced healthcare infrastructure

Security concerns

Ineffective marketing & country PR

1. Includes conventions, conferences, trade fairs 2. Travel & tourism 3. Turkey's 2030 baseline based on 3% CAGR, target based on Turkey's fair share in US 1mports 1?’)

Source: International Trade Centre; expert interviews; BCG analysis

2B B B AR,

Low levels of skilled labor in T&T?

Travel & tourism

Key recommendations

Manage security concerns through proactive
@ communication with the US government
officials and international rating authorities

Publicize the diversity of cultural destinations
in Turkey by leveraging American media
productions and social media influencers

Increase the number of blue flag beaches,

leverage American media productions for

~& marketing, invest in T&T? labor to assure end-
to-end customer satisfaction

Bundle health & vacation, use digital channel
and local communities for market access

Upside potential

Turkey can capture ~$2.6B3 in travel &
tourism

$2'4B_¢
~S3B
|— ~$0. 2B—¢ .

— _
2018 2030 at projected 2030 at
baseline CAGR target SoW
—L ‘TAIK &

b &
JI - cg“se




Turkey competes primarily with Mediterranean countries in relevant T&T

categories

° Market overview
US travel & tourism imports from world (SB)

Business' M Leisure

0 N
. ””,,,,—+£5.0
- +%8.5 186
146 1%
97 1%
27%
89%
m B
2013 2018 2023

Avg.
spending
per trip

Backup
Travel & tourism

Destinations of travel o
ﬁﬂ v %,«/\ S _:,_M < )
}:f N ) AL -
Cangoa 9 ......

ey o0 ¢
.......

A4 | Travels to China, India
and Israel mostly to
visiting friends/relatives

High demand mainly
due to proximity and
seasonal offerings

¢ o
/

. . )
Spain, France, Italy, Croatia, & 4 \

~a

Greece, Turkey, Lebanon and U oA
Egypt stand out as holiday travels "
around the Mediterranean

° Main purposes of trip of US outbound travelers °

Holiday HM Other
24%
13%

7% 8%

4%

Sun & Culture & Nature Wellness Other

Friends & Business' Education Healthcare Religion

27%

Traveling for
friends/relatives,
education and religion not
addressable for Turkey

10% O
., -

beach city trips holiday  Relatives
1. Includes conventions, conferences, trade fairs S 3
Source: Euromonitor; US National Travel & Tourism Office; Statista; BCG analysis 'a* %, R eg‘ TAI K 84
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Travel & tourism

Turkey can outperform its competitors in culture & city, sun & beach, and
healthcare tourism by improving factors affecting all travel types

Prioritization of travel types

» Very high potential in culture & city trips through key
improvements; Turkey's strongest suit

e Substantial addressable market in sun & beach tourism where
Turkey is competitive

» Turkey's competitive advantage could be leveraged to

capture the small but niche healthcare tourism market

o Holiday ® oOther

.ﬁiends & Relatives

[

®

Market attractiveness

o

Nature\..‘Business

. Wellness
Education @-Religion

./

Healthcare

~
7

Source:

I

Competitive advantage

Euromonitor; US National Travel & Tourism Office; Statista; Global Wellness Institute; World Economic Forum; BCG analysis

Sun &

S@}} beach

Competitive analysis

Comparative scoring of countries by travel types (5: Highest)

|:| Main strength

P2VODEDS

Healthcare 3.4

Turkey Spain France Italy Croatia Greece Lebanon Egypt
3.5 4.2 3.8 3.5 3.7 3.9 3.2 3.4
3.3 4.3 3.4 3.0 2.7 3.8 2.4 2.5

3.9 3.6 3.2 3.4 3.6 2.7 2.6
Potential uplift of T&T exports to the US mainly
through improvement of cross-cutting factors
Factors specific Cross-cutting
to travel types factors 1
: it 'TAIK s

. .
*
2y . g gus®



Although Turkey has strong fundamentals in main T&T types, non-satisfactory
performance in cross-cutting factors prevent Turkey from achieving its full potential

Backup

Factors specific to travel types

Culture & 9 @
city [[1]
’7? Sun &
A@ beach
Healthcare ‘

Source: World Economic Forum; BCG research & analysis

Cultural richness

 Number of cultural World Heritage
sites

« Number of Intangible Cultural
Heritage elements

Richness in offerings

« Number of blue flag beaches

« High number of 5-star hotels and
resorts (~600), third in the world
after China and Mexico; and
outperforming Spain, Italy and Greece

e Mainly located in Antalya and sun &
beach destinations

Healthcare service level

« Physician quality

» A+ hospital infrastructure and tech.
o Cost-effectiveness

=HO@@®@

=

Travel & tourism

Cross-cutting factors

Safety and security
e.g. index of terrorism incidence

T&T marketing and country PR
e.g. effectiveness of marketing and
branding to attract tourists

International openness
e.g. visa requirements

Price competitiveness
e.g. purchasing power parity

Air transport infrastructure
e.g. available international seat-
kilometers

Tourist service infrastructure
e.g. number of hotel ropoms

1t S TAIK



Strong potential in Turkey's T&T sector can be achieved with
effective PR and targeted marketing

Group@OO@@

Primary areas of
improvement for Turkey

Backup

Travel & tourism

infrastructure

average Turkey Spain France Italy Crtia Greece Lebanon Egpt

éiii‘;ypggf] security 9 g 1.6 4.5 3.0 3.0 4.3 3.5 1.3 1.2
Zﬂgjmfj‘gﬁ 3.7 2.5 4.9 4.2 2.8 2.7 4.6 4.1 3.9
et 3.5 3.5 3.8 4.5 4.2 4.3 4.1 2.1 2.0
zgir%(;etitiveness 2.7 3.0 2.1 1.5 1.4 2.1 2.4 4.2 5.0
A ransport 4.0 4.6 4.8 4.6 4.3 3.5 4.3 2.6 3.3
Tourist service 4.1 3.8 5.0 4.5 4.7 4.9 4.5 3.1 2.3

1 Travel & tourism

Source: World Economic Forum; BCG research & analysis

| LR/
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While low performance on cross-cutting factors pose risks, Turkey's strong

Backup

fundamentals promise great opportunities

Culture &
city

Sun &
beach

Healthcare

-

o
wn
N
wn

= @ @9

@

Safety & security perception

Tourist awareness limited to Istanbul; unawareness
of other culturally rich destinations (e.g.
Gobeklitepe, Sumela Monastry etc.)

Ineffective country PR & marketing of
current alternatives

Insuffiecnt skilled labor in T&T' potentially
leading to customer dissatisfaction

Very limited market access

1. World Economic Forum Competitiveness Index, "Ease of finding skilled employees

Source: BCG analysis

Travel & tourism

Opportunities

Very rich in culture and history with multiple
alternatives

Increased cost competitiveness due to
currency depreciation

High uplift potential in the humber of blue
flag beaches in Turkey

High cost competitiveness due to currency
depreciation and excessive supply of rooms

Advanced health infrastructure and hospitals,
well-trained doctors

Cost-efficient healthcare services, especially
compared to the US

> 1§ &
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Turkey needs to focus on effective communication with relevant authorities to address security
perception and leverage new channels to publicize its rich and diverse offering

s

Proactively communicate reduced security risks to US
government and international rating authorities

US Bureau of Consular Affairs
Currently classifies Turkey as a risky travel
destination

International SOS
Currently classifies Turkey's travel security risk as
medium

World Economic Forum
Ranked Turkey 116t in safety and security among 136
countries in its latest 2017 report

Source: US Bureau of Consular Affairs; International SOS;

Travel & tourism

Leverage strong Turkish brands, tourism partnerships
and media to improve T&T marketing and country PR

Turkish Airlines
ZFRRLlI(I:IsEIg @ ; Leverage the Turkish Airlines brand for marketing

and cross-sell tourism with connecting flights

US tour operators
Uﬁlgﬁ Partner up with the biggest tour operators in the
US to attract large groups

Netflix

N ETFL I x Contact Turkey representative of Netflix in order

for some productions to take place in Turkey

N MTV Awards
g Proactively pursue to host MTV Awards to reach
MUSIC TELEVISION millions of Americans

Celebrities & social media influencers
Reach out to celebrities & social media
influencers and host them '« ™

in Turkey for marketing % TAIK s
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Healthcare tourism focus: Turkey should attract more
tourists from the US for healthcare services

Sizeable and growing healthcare tourism in the world:
||II « Market size of $37 billion and expected CAGR of 20% for the foreseeable future
« Medical tourism expected to exceed $100 B in revenue within the next five years

o Reversing trend from developed to developing world:
J\H e Previously, influx was from developing to developed world for higher quality healthcare
« Healthcare tourism industry is increasingly dominated by affordable healthcare in developing countries

- Turkey has significant potential in affordable healthcare tourism:
PN e High-quality affordable healthcare; among top 10 health tourism destinations in the world
« ~$1.5 B annual revenue from healthcare tourism

3 US is an attractive market for Turkey, yet its potential unfulfilled:
(=2 e Most expensive healthcare system in the world and the largest supplier of healthcare tourists
« ~$10 K per capita in healthcare spending
e 1.4 M healthcare tourist outflow per annum from US
» Turkey has a relatively low market penetration in US healthcare tourism
« US ranks only 24t in country of origin for healthcare tourists in Turkey

| LR/
=0 g oy .
- TAI K 90
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Travel & tourism

Healthcare tourism focus: Turkey is one of the most cost-competitive countries
India is the only country with lower costs but cannot match Turkey' service level

&E
- Qo - - E =
Turkey Cimpet1tor Mexico Costa Rica  Colombia India Malaysia Thailand
verage
» Heart Bypass 123,000 13,900 17,300 27,000 27,000 14,800 7,900 12,100 15,000
> Cardiac
Angioplasty 28,200 4,800 8,200 10,400 13,800 7,100 5,700 8,000 4,200
Hip Resurfacing 28,000 10,100 12,000 12,500 13,200 10,500 9,700 12,500 13,500
L Orthopaedic
Knee Replacement 35,000 10,400 11,500 13,000 12,500 15,000 6,500 8,000 14,000
'O Rhinoplasty 6,500 3,100 3,300 3,800 3,800 4,500 2,400 2,200 3,300
D Cosmetic
|
Hair Transplant 12,000 1,500 3,750 4,000 4,000 2,000 1,500 7,000 4,000
Lasik 4,000 1,700 2,200 1,900 2,400 2,400 1,000 3,450 2,310
€ Ocular
3,500 1,600 2,000 2,100 1,700 1,600 1,500 3,000 1,800
Cataract
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Healthcare tourism focus: US promises significant

Backup

opportunities for Turkey

Turkey is globally competitive
in healthcare tourism...

| 5t highest # of JCl-accredited
L= hospitals in the world

® Among highest healthcare
@4 operation success rates in
developing world

%\S Cost-competitive in majority of
the 20 most common ops.

© Attractive holiday destination
E=2 due to variety of travel sights

i

...but faces competitive
disadvantages when serving
American patients

=1 Lower % of English speaking
care personnel than Asian
competitors

&~ No well-developed medical
= malpractice litigation

Further away from the U.S.
than Latin American
competitors

% Not covered in most U.S.
health insurance systems

Travel & tourism

Turkey should sharpen its
competitive edge by
capitalizing on strengths and
addressing weaknesses

Design language training
programs for care personnel

» Develop medical malpractice

litigation

t:‘_ﬂ Lobby U.S. insurance
“® companies to cover
operations in Turkey

_""| Design travel packages
=—" combining leisure with
healthcare services
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Backup
Travel & tourism

Key recommendations for travel & tourism

3¢° L~

Key recommendations Potential upsides
Cross- * Manage security perception through proactive
cutting communication with the US government and Room for ~$2.6 B? additional export in

factors ® international rating authorities travel & tourism

Increase and diversify US citizens' awareness on cultural - 2
Culture & ~32.4B ]

city

& historical destinations in Turkey (e.g. Gobekli Tepe,
Sumela Monastry) by leveraging American media
productions and social media influencers ~$3B
Increase marketing effectiveness by utilizing THY
synergies, partnering with US tour operators, addressing
US media productions and social media

Place effort on increasing the number of blue flag
beaches

Create an end-to-end tourism ecosystem assuring safety
and quality from arrival to departure

Effective go-to-market strategy targeting local
communities and utilizing digital channels for promotion 2018 2030 at 2030 at

and marketing of especially dental health and hair projected target SoW
transplantation; and bundle with vacation baseline CAGR

1. Travel & tourism 2. Turkey's 2030 baseline based on 3% CAGR, target based on Turkey's fair share in US imports (1.1%) ~ f‘, ‘ .

Source: BCG analysis 5 0% 3 \&:" TAIK 93
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Even though less sizeable, other opportunities also exist for
Turkey in the US market

P\
W7

Edible agricultural
products

e Strong comparative
advantages in high
value add products
(nuts, figs, dried
fruits etc.)

e Growing demand in
the US market

Computer
Games / software

e Niche services
market growing in
the US market

« Growing competence
in Turkey

e Strong incentive
structure stimulates
TR market
capabilities

O
J

vehicles

e Increasing
comparative
advantage in Turkey

» Potential to serve US
market

« Other competitors in
the Mediterrenean
region

Food &
beverages

« Turkey has strong
advantage in
packaged food and
beverages

« Better go-to-market
and logistics
required for
enhanced market
access in the US

- 1
5_‘:\\ >.4 o ! "’-t’ r
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Insights from key sectors indicate that Turkey needs to put more
effort on multiple fronts to capture rising opportunities

Multiple opportunities exist for Turkey
to be seized in the US market...

2
o

Seize opportunities rising from
developments in US-China trade relations

Capture market share from Europeans
with balanced price, design, quality, and
brand/country image

Utilize opportunities in sub-segments /
products where Turkey has a comparative
advantage but has not achieved its fair
share

S
&

i

A
(D

O}
o

[
A
o

£,

... Which require extensive progress in
four major areas

Turkish firms need to have better business ties and
go-to-market strategies. Access to the US market
needs to be facilitated via business associations and
government via targeted programs

Turkey's country image needs to be improved via
targeted campaigns to polish brand image of Turkish
products and services

Turkey needs to attract more FDI (from the US and

other countries) to better engage with global value
chains, and increase its exports to the world and to
the US

Turkey needs to optimize its logistics structure to
better serve to the US market

| LR/
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We detailed

Market attractivenes

to
increase Turkish
exports to the US

Sectors

AVAYA

Competitive advantage

AV <y
G [ | O A
<
Automotive Textile & Jewelry Civil
(incl. parts) apparel aerospace
T B M &
White Building Furniture Travel &
goods materials tourism
Transversal levers .
t~> (-:]b —l il
() \\ T_ PN
Business Country FDI and Joint Logistics
facilitation PR Ventures
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Business facilitation will help the Turkish business

Business facilitation

community better penetrate into the US market

Turkey's barriers

Historical and cultural ties are
not as strong as with Europe and
MENA' region

4
(J
S

l

Geographical distance is a
barrier

Insufficient familiarity with US
market dynamics and business

D @B

e

culture
Key success factors
—~_ Business and legal consulting
c} {? » Trade data coll. & analysis

e Market research

Training
» US market & target sectors
o Business & legal aspects

[

A\ Exhibitions
» Increase presence in domestic,
US and intl. exhibitions

~—_  Business partnerships
D » Business matching programs
— & platforms

M

=)

Turkey

&

Norway

Canada

S. Korea

—

Thailand

&

Malaysia

e

Oman

Competitive analysis

e = &
~ T
Biz. & legal  Training Exhibitions

consulting

>G>0 6 00 06
000606
O 60 06 6 e

—
wan
HH
s
1]

Biz.
partnerships

25

6 000 0 O

©]

A\ °

;i
,_(

| B

~—

=

Key recommendations

Prepare a tailored business facilitation
strategy for the US market including
US-specific consulting, training,
exhibition and partnership strategy

Promote national brand in international
exhibitions via culturally-themed
booths to market Turkish design and
quality features

Improve business partnership
facilitation via:

« Expanding the Turkish Trade
Centers both geographically and
functionally -to be decided after
sectoral meetings

» Improve capabilities and capacity
of the Turkish commercial service
/ representation in the US

» Encourage US and Turkey
Eximbanks' collaboration

1. Middle East and Norht Africa
Note: List of topics not exhaustive
Source: BCG research & analysis
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http://upload.wikimedia.org/wikipedia/commons/d/d9/Flag_of_Norway.svg
http://upload.wikimedia.org/wikipedia/commons/a/a9/Flag_of_Thailand.svg

Backup

Existing barriers in the US market can be overcome through targeted programs

Major barriers impede the Turkish business
community's active presence in the US market

Historical and cultural ties with the US are not as strong as with
Europe and MENA region

o Smaller Turkish community in the US

« Turkish firms and brands are less known in the US

e« No FTA or CU (e.g. EU Customs Union)

>

0"‘

Geographical distance is a barrier
e Costs of flying to the US, and travelling within the wider
geography of the US
« Time zone difference is a challenge for handling operations

v,

A1l

Insufficient familiarity with US market dynamics and business
culture
« Doing business with the US firms (e.g. markets, potential
business partners, establishing JVs, attracting FDI)
« Legal requirements
Source: BCG

Business facilitation

Turkish exporters to the US can be
supported through multiple means

/N

Business and legal consulting
g} ® . Trade data collection and analysis
~— o Comprehensive market research
« Tailored biz. and legal consulting
Training
Q e On the US market and target industries
e On business and legal aspects

¢| Exhibitions
e Increase presence in domestic, US, and
international exhibitions through
- Financial support
- Logistic services
- National image promotion booths

Business partnerships
« Finding business partners
e Business matching programs
o Electronic platforms .«

STAIK s
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Backup
Business facilitation

Summary: Country overview of export facilitation methods
Business partnership programs emerge as the key improvement area for Turkey

0 Topic applies to country P o
O £ W w = &E @
! .

Framework Topic Turkey Norway Canada  South Korea  Thailand Malaysia Oman
Market research 0 0 0 0 0 0
= Business &
g} 4_? legal Business consulting o /] o /] /] /]
~—  consulting
Legal consulting 0 0 0 0 0 Q
Target country 101 (/] o o o (/] Q o
@ Training  Sector/market trainings (/] /] 0 o (/] 0
SME basic skills trainings 0 0 0 0 0 0 0
- Financial support 0 0 0
A\
11 Exhibition Logistic support 0 0 0 0 0
National image promotion 0 0
Potential biz. partner search Q 0 0 0 0 0
Business
) [ partner-  Biz. partnership meetings 0 0 0 0
—=_>" ships
Biz. matching e-platforms 0 0 0 0 0 0

1. Key topics addressed within each country’s framework

Note: List of topics not exhaustive M " °
Source: BCG research & analysis 5 0% 3 &5 TAI K 99
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South Korea stands out in the comprehensive variety of its export promotion

policies

‘S,
N
Promotion
of linkage

Business clusters
encourage
collaboration among
academia, SMEs, and
large firms

Support SMEs entering
foreign markets by
utilizing large firms'
distribution networks

Kib0Oo

Focus on
SMEs

Legal syst. protects
and promotes SMEs

Entire ministry for
SMEs and start-ups

KIBO'! guarantees
lending to tech SMEs

Backup

K5Ure

Export
insurance

Comprehensive export
insurance by K-SURE?

Import insurance to
secure resources
crucial for exports

Among highest export
insurance utilization
rates in world (30%)

1. Korea Technology Credit Guarantee Fund 2. Korea Trade Insurance Corporation
3. Export-Import Bank of Korea 4. Export processing zones 5. Korea Trade-Investment Promotion Agency

% Korea Eximbank

Fiscal
incentives

Extensive duty
drawback scheme

Generous export credit
mechanism thru EXIM3

EPZs* with less
regulations

kotra

Global
presence

120+ KOTRAS offices in
86 countries, providing
market research,
consulting, and buss.
matching services

Logistic & financial
support for int'l exhibs

Business facilitation

ZHA Y
™\

3 T

KOREA
CUSTOMS
SERVICE

1878

State-led
digitization
Mandatory electronic

issuance of all trade-
related documents

Electronic customs
system

Online training
programs for exporters

> 1§ &
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Backup

The German Center is a business incubator that offers extensive

Business facilitation

management and logistic support around the world

Founded by LBBW and Bayern LB', the two largest regional state banks in Germany, German Center positioned as a

commercial base for the German Companies in export markets

- : = _y
v DUsiness support ss22 Logistic support

Business advising

ﬁ GERMAN CENTRE ° Market entry gnd start-up consulting -~ ..
FOR INDUSTRY AND TRADE o Legal ConSUltlng ’ 'L "
q » Sparring partner for existing businesses AP CALVAL
» Financial support and advising through

LBBW and Bayern LB’

Network facilitation

Exchange platforms

Networking events

Business matching services

Fostering relationships with experts
Connecting with contacts in gov't agencies

1. Landesbank Baden-Wirttemberg and Bayerische Ladesbank, the two largest regional state banks in Germany

Event organization

Event ideas and management
Digital advertising
Interpretation services
Technical support

Catering services

Space provision

« Functional spaces, e.g. offices, exhibition
areas, and parking lots

» Social spaces, e.g. cafes, reception halls,
and meeting rooms

» Residential spaces, e.g. apartments

| LR/
\}‘\3 3. & o ) iy, n .
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Turkey needs to adopt a tailored approach for export

Business facilitation

promotion in the US market

Source: BCG

Prepare a tailored business facilitation strategy for the US market including US-specific
consulting, training, exhibition, and partnership strategies

Promote Turkey's national brand in international exhibitions via culturally-themed
booths to market Turkish design and quality features

Improve business partnership facilitation via:
» Expanding Turkish Trade Centers both geographically and functionally having them
serve as box office, meeting and working space, display and storage center in the US
« Improve capabilities of the Turkish commercial service / representation in the US
(research and engagement staff for key sectors, enhanced analytical and
communication services)

i - =T
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Country PR activities will improve Turkey's image in the US

and contribute to its exports

Key success factors &

Turkey's barriers
1.6
3.2
Diplomatic engagement 4.7
C‘ﬁ? Cultural influence 3.5
@ Education & skilled labor 2.2
@'" Digital capabilities 2.9
Safety a'nd security 1.6

perception

4.1

3.1

3.7

2.8

3.7

3.7

3.6

Competitive analysis

1.3

3.1

3.1

2.5

4.1

4.3

4.1

4.0

2.8

1.0

2.1

2.6

3.3

3.9

3.4

2.1

3.4

2.6

3.3

3.4

3.7

2.6

2.4

4.3

3.5

2.5

1.7

1.7

Comparative scoring of countries (5: Highest)

3.0

3.7

2.5

4.0

3.8

3.3

1.5

1.9

3.0

2.6

2.4

3.9

2.7

3.3

TUR POL CZE ROU HUN IND THA VNM KHM

1.5

1.3

1.2

1.0

1.8

2.0

2.4

Source: World Economic Forum; 2019 Fragile State Index; Lowy Institute; BAV Group; BCG research & analysis

Country PR

Key recommendations

A central message should be
developed, adopted and
communicated by all entities,
creating a coherent country
image.

Targeted campaigns to address
Turkey's image in the US and to
enhance awareness of national
brands. This should be
orchestrated by the Ministry of
Trade with relevant biz.
associations and other key
stakeholders

Innovative use of digital and
alternative channels for country
PR utilizing digital influencers,
international awards and events,
Netflix and Hollywood films,
Turkish airlines etc.

o I$ &
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Improving country image requires strong communication and marketing efforts

Theme
Description

Key activities

Backup

:@i Centralized Messaging

Country PR

@ Targeted campaigns

A central message is adopted and communicated by all
entities, creating a coherent country image

Targeted campaigns are to be planned to espouse the
country's core message and influence its image

« Country's core message

» Aclear, unified and simple articulation of the
“collective” interest

» Influence international perception of country

« Identify gaps in domestic and international opinion
and target groups to be addressed

» Strategize to convey positive image and influence
perception

» Track performance of campaigns

Associated
Functions

Source: BCG

Strategy Development

Narrative Development
(also through international hubs)

Campaign Planning and
Coordination

Campaign Performance Tracking

b5 o v 1
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Backup

Presence of governmental bodies responsible for the development and

Country PR

conveying of a coherent country image is essential for effective country PR

© \/

Targeted campaigns

*,_»
A

Centralized messaging

»

Poland's centralized messaging strategy

» The Government Information Center (GIC) within the
Chancellery of Prime Minister (CPM) handles
communication, whereas the "social communication
strategy” is defined by the Secretary of State, also under
the CPM

» GIC plays a reactive role, as its role is confined to working

for and answering to government spokespersons and the
Secretary of State

Source: Government Communication: Cases and Challenges, Karen Sanders et al.; BCG analysis

Lv 2013-2014
"German Year" in Brazil

DEUTSCHLAND +BRASILIEN

Survey to identify current negative stereotypes, select
stereotypes to address (e.g. "Germans are only good at
manufacturing”)

Targeted initiatives such as events and social media
competitions (e.g. highlighting relatively unknown
German companies in non-manufacturing sectors)
Targeted mainly well-educated young population
(students and young professionals)

Collaborated with German embassy to establish contacts
with local partners

Contracted with German PR firm that set up partnerships
with Brazilian media outlets

| LR/
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Backup
Country PR

Countries have innovatively utilized digital channels in order to promote their
image globally

visit

"B 1 GEORGIA

n n MAKING BUSINESS EASY

50% increase in arrivals to New Georgia's strong presence on Estonia's "The Stress
Zealand since the Lord of the Rings international channels Buster” video campaign
e Currently, tourism is New « Special issue for Georgia by e Promotion of Estonia’s
Zealand’s second largest industry, National Geographic nature: "Let Estonia’s pure
after dairy « Showcasing of Georgia on nature relieve your stress.”
e The movie industry is estimated international television programs « Filmed in many European
to be ~NZDS3 billion, of which such as CNN's "Georgia - Making cities including Stockholm,
80-90% is contributed by the Business Easy” and "9 Reasons to Oslo, Berlin, London
North American productions Visit Georgia Now" » Videos available on
YouTube

Source: Forbes; World Bank; BBC; BCG ’a : 1: & TAI K 106




FDI & JV attraction will help increase Turkish export

competitiveness

Key success factors

;'\ Regulatory framework
@ i
(2 Ease of business

Tax rates

Labor Costs

E@ Market size
(8]
—
[

® :
= Skilled labor

F™™}  Infrastructure

Competitive analysis
e Turkey's advantage
a Turkey's disadvantage

Central and Eastern European competitors
Poland Czechia Romania Hungary

G * Lower labor costs
» Larger market size

Q » High corporate tax rates

Southeast Asian competitors

- = ©

India Thailand Vietnam

» Better infrastructure
6 » Better access European and MENA
markets

e » Higher labor costs
» Weaker access to Asian markets

FDI & Joint Ventures

Key recommendations

Prepare a holistic country FDI strategy with
all key stakeholders -strategic focus on key
countries and sectors (e.g. Turkey as a
regional hub, protecting existing US FDI
etc.)

Engage in a PR campaignh to improve Turkey's
international image (e.g. addressing
questions of investors, organizing a large
Turkey Investment Conference)

Implement simplified tax code that
conforms to international standards

Invest in education and skill development
with a long-term vision ( e.g. vocational
schools and university-industry cooperation)

Develop strategies to integrate SMEs
into the global value chain

1§

Sources: 2019 Fragile State Index; World Justice Project 2019 Rule of Law Index; 2019 Ease of Doing Business Rankings; Trading Economics Credit Ranking Aggregates,? IEJ\F:
2019 World GDP Ranking; KPMG 2017 Tax Table; IMF 2019 nominal GDP per capita; World Economic Forum Competitiveness Index, "Ease of finding skilled employees®, u e
World Bank, Logistics Performance Index; BCG analysis
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FDI inflow and JVs increase overall export competitiveness

FDI & JVs help stimulate economic
growth and export capacity via...

ol
R

(o)

1)\

Integrating local firms into
global production networks

Accelerating technology
transfer

“@ Advancing worker training and
skills development

Strengthening export
competitiveness

171

...but do not always increase trade
volume between two countries

A
® 4
o

FDI & JVs usually aim:
« to access the large domestic
market
e to serve nearby markets

FDI & JVs rarely intend/lead to
exporting back to investor country:
» Resource-extraction as an
exception (e.g. mining)
e Global value chain integration

FDI & JVs hence do not directly
contribute to the volume between
two countries, but contribute to
the overall export competitiveness

FDI & Joint Ventures

Hence, Turkey should follow a
holistic FDI strategy focusing on

Maximizing overall FDI inflow
and JV attraction rather than
only from the U.S.

Increasing overall export

2| competitiveness and not just
intending to boost trade with
the US
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Turkey competes with both Central/Eastern European and SEA

countries for FDI inflow and JVs

Central and Eastern European competitors

w & O O

Poland Czechia Romania  Hungary
a * Lower labor costs
Turkey's  Larger market size

advantages
g » Higher corporate tax rates

Turkey's

FDI & Joint Ventures

Southeast Asian competitors

- = QO

India Thailand  Vietnam

Better infrastructure
Better access to European and MENA
markets

Higher labor costs
Weaker access to Asian markets

disadvantages
Competes for FDI and JV opportunities
from mainly advanced EU economies

Source: BCG analysis

Competes for FDI and JV opportunities
likely to arise from the US-China trade
developments

| LR/
3P g, My .
= ¢ ¢ (' TAIK
SO EL B 109
Yoy 2 s gus®



FDI & Joint Ventures

Turkey has strong fundamentals to attract FDI and JVs, but needs to focus on
improvement areas

Comparative scoring of countries (5: Highest)

Group Average Turkey Poland Czechia Romania Hungary India Thailand Vietnam
I~ ?eg“latory 3.1 1.9 4.1 4.3 4.0 3.3 3.0 2.8 2.7
—_— ramework
@ Easeof
A 3.5 3.9 4.1 4.1 3.6 3.6 3.0 4.3 3.2
B Ve 3.9 4.5 4.4 3.8 3.8 3.5 4.8 4.3 3.8
S1ze
::;‘es 3.4 2.9 3.7 3.7 4.0 4.7 1.0 3.6 3.6
gl Lebor 2.4 1.9 1.5 1.1 1.6 1.5 3.8 2.2 3.5
Costs
-~ ls:l‘)lcl)fd 2.5 2.6 3.5 2.8 1.5 1.5 3.7 2.6 2.6
pmj Infra- 3.5 4.0 3.9 4.2 3.4 4.1 3.4 3.7 3.5
structure

Sources: 2019 Fragile State Index; 2. World Justice Project 2019 Rule of Law Index; 3. 2019 Ease of Doing Business Rankings; 4. Trading Economics Credit }
Ranking Aggregate; 5. IMF 2019 World GDP Ranking; 6. KPMG 2017 Tax Table; 7. IMF 2019 nominal GDP per capita; 8. World Economic Forum Competitiveness Sy
Index, "Ease of finding skilled employees”; 9. World Bank, Logistics Performance Index; BCG analysis "1_ %
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FDI & Joint Ventures

Key recommendations for FDI and JVs

E Prepare a holistic country FDI strategy with all key stakeholders aligning on key countries and sectors

lb Engage in a PR campaign to improve Turkey's country image

wewy Simplify tax code to conform to international standards

,ﬁ‘ Invest in education and skill development with a long-term vision, e.g. increasing the number and
" quality of vocational schools for blue collar workers, and improving university-industry cooperation

m Better integrate SMEs into the global value chain through business facilitation
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Logistics

Logistics optimization will help the Turkish business
community better serve to the US market

Success stories

Turkey's barriers

Geographical distance to
the US

Development opportunity
international logistical
capabilities

Collaboration opportunity
among sector participants

Key success factors —

Efficient infrastructure
and rules & regulations

Quality logistics services
with competitive pricing

Timeliness of shipment &
tracking transparency

-

India

O

Italy

-

UAE

India has launched an
integrated logistics action
plan driving logistics dev. and
efficiency in the country

Italian ceramic tile cluster in
Sassuolo uses shared logistic
services among SME producers
to reduce min. order size and
average lead time per product

Dubai provides fully
integrated trade services
through a Single Window
Platform incl. integrated
document processing,
electronic payment gateway,
electronic booking and real-
time tracking

Source: BCG

Key recommendations

Develop an action plan to improve
logistic operations
e Launch a comprehensive review

« Revise key acts, guidelines, and
polices

e Set up a robust governance structure

Facilitate shared logistics services
among producers
e Launch sector specific logistic serv.

e Promote sharing of logistics
resources among producers
e Set up scheduled routes with

dedicated capacities for key sectors
Leverage technology across the value

chain
« Drive the digitalization of logistics

services through incentives and
regulations
» Leverage data and digital

technology to optimize trade routes




Backup

Turkey has improvement potential in international logistics capabilities

Selected Examples

European peers has substantial advantage over Turkey in all dimensions

International Logistics Performance Index (LPI)

- 2018

Logistics

Group Average Turkey Italy Spain Poland Czhecia China India Taiwan Vietnam
LPI Rank 47 17 19 28 2 26 44 27 39
i~ (S)C"oerf“ P! 3.5 3.2 3.8 3.7 3.5 3.7 3.6 3.2 3.6 3.3
o9 Infrastructure 3.4 3.2 3.8 3.9 3.2 3.5 3.8 2.9 3.7 3.0
'f Customs 3.2 2.7 3.6 3.5 3.3 3.3 3.3 3.0 3.5 3.0
o) nternational 4 5 3.1 3.8 3.5 3.7 3.8 3.5 3.2 3.5 3.2
shipments
? E‘(’)f:pt:tsence 3.5 3.1 3.8 3.7 3.6 3.7 3.6 3.1 3.6 3.4
{7 Egi:‘r‘]gga”d 3.6 3.2 3.8 3.9 3.5 3.7 3.7 3.3 3.7 3.5
o@ Timeliness 3.8 3.6 4.0 4.1 4.0 4.1 3.8 3.5 3.7 3.7

Comparative scoring of countries (5: Highest)

Source: International Logistics Performance Index (LPI)

- the World Bank

1 - =
3\1 3.4 ’»,1 (:.‘: .
: 1 ¢ :TAIK
- 113
¢, &
7r Ug gys™



Backup Logistics

Geographical analysis at the state level is essential for the US market

US' imports from Turkey by state (SM)

[ T
0 1,307 —%

Preliminary analysis
/l/

i
)
;
g
J

\ { A"

New York's top import clusters
from the world and Turkey

Jewelry « Textile & app.
California's top import clusters ol | Textile & app. ° Jewelry
from the world and Turkey Electrical eq. e Petrochemicals
Electrical eq. « Automotive'
Automotive’ o Textile & app. ) | .
Machinery e Agri. products i Florida's top import clusters
Texas' top import clusters from from the world and Turkey
the world and Turkey
. Electrical eq. e lron & steel
Electrical eq. e lIron & steel Agri. products  Building mat.
Energy + Energy Automotive' . Textile & app.
1. Including parts Automotive’ o Automotive’

Source: US Census Bureau; BCG analysis

B TAIK 114




Backup

3 key initiatives identified to improve Turkey's international logistics

capabilities across six main areas

= o

d o
Develop action plan to Facilitate shared logistics
improve logistics operations services among producers

@ O Infrastructure ! International Shipments

@/ Raise quality of trade and Increase availability of
- transport related infrastructure competitively priced shipments

‘=== Customs Q Logistics Competence
A Improve efficiency of the Improve competence and quality
clearance process " of logistics services

Source: BCG, Expert Interviews

Logistics

o

I
ol
oo
| O

o

Leverage technology across
the value chain

00-0-0
)
0o O
00--00

Tracking and Tracing
Increase transparency to track
and trace consignments

(/)
Timeliness
6\5 Improve timeliness of shipments

in reaching destination within
the scheduled delivery time

| LR/
ao 4"4 o, .
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Success stories indicate potential areas of development for Turkey

Develop action plan to
improve logistics operations

India has launched an integrated
logistics action plan driving logistics
development and logistics efficiency
in the country:

» Plan focused across the complete
value chain of logistics including
transportation, warehousing etc.

« Plan aims to bring down logistic
costs to 10% of GDP, from current
level of 14%

I

India

Source: BCG, Expert Interviews

Backup

,_p
S

Facilitate shared logistics
services among producers

Italian ceramic tile cluster in Sassuolo
has been using shared logistic services
among SME producers enabling:

e Reduction in minimum order size due
to decrease in feasible order size via
shared logistics

e Reduction in average lead time per
product due to higher frequency of
shipments

Italy

00-0-0

g

Logistics

o
00--00

0532z

Leverage technology across
the value chain

Dubai Single Trade Window is a fully
integrated platform including

Integrated document processing
replacing physical doc. submission
Electronic Payment Gateway provides
multiple payment options

Electronic booking to manage
transportation and warehouse bookings
Real-time tracking allows real time
tracking of vessels

UAE.™ " TAIK 116



Backup .
Logistics

Shared logistic services in Sassuolo cluster enables SME tile producers to fulfil
LCL" orders and decrease lead time

Sassuolo is hub for ceramic tiles, Shared logistic services enable SMEs to cooperate
shipping products >150 countries to create scale with specialized offerings
80% of the Italian Specialized logistic services manage | .
_80Y% production of tiles Dgcrease n
° ) with more than 80 -ﬁ collection of tiles from production 9 min. order
companies o=yl plants W size

collective storage and preparation »

23 mn tons of ceramic »
of shipments

materials passing

through each year .

Decrease in
average
lead time

L/ $

optimization of mode of transport
and distribution

e 0

A daily go of 4850
4850 trucks, loaded with
truck twenty tons of goods
each

optimization of delivery times

1. Less than container load B :4! b .
Source: BCG analysis, expert interviews 3, ;;;}_ I oz TAI K 117



Logistics

Key recommendations for logistics optimization

(o)

5205
OOO——

00-0-0
00--00

=2 .

d e
Facilitate shared logistics
services among producers

Leverage technology across
the value chain

Develop action plan to
improve logistics operations

« Facilitate the launch of sector  Drive the digitalization of

e Launch a comprehensive

review across the value chain
to understand bottlenecks &
problems and to propose
solutions

Rationalize & revise key acts,
guidelines, and polices based
on outcomes of the study

Set up a robust governance
structure that will own and
drive the process for each sub
sector

specific specialized logistics
services via collaboration
between producers

Promote sharing of logistics
resources among producers via
central sourcing and shared
transportation structures
Cooperate with global logistics
companies to set up scheduled
routes with dedicated
capacities for key sectors

logistics services through
incentives and regulations to
create transparency and
predictability across the value
chain

e Leverage data and digital
technology to identify
required actions to optimize
trade routes for key sub-
sectors

| LR/
=0 g oy .
¢ ¢ (' TAIK
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o Sectors °

We detailed e Y O A

Automotive Textile & Jewelry Civil
(incl. parts) apparel aerospace
!’.O asSess :@a E e ®
potential upside Cl G2
White Building Furniture Travel &
goods materials tourism
) . Transversal levers .
)
c
N
5 ("N C :]b il
: " y Ta .
*§ Business Country FDI and Joint Logistics
E facilitation PR Ventures
&3

Competitive advantage TAi K 119




Turkey's exports to the US have substantial potential by leveraging
both sectoral and transversal initiatives

Turkey's goods and services export volume to the US (SB)

2018 Baseline 2030 Potential 2030 total 2030-2035
growth’ Baseline upside from  forecasted upsides*
scenario sectoral? & volume
transversal3
initiatives

2035 total
forecasted
volume

High level forecast

2023 2030

Baseline

scenario (SB) 15-16 Q 27-29
Total

forecasted 18-19 50-55
volume ($B)

Additional impact on Turkish export
competitiveness will increase
Turkey's exports to other countries

1. 5% annual growth is assumed for non-prioritized sectors for 2018-2030 period 2. Based on share of wallet growth targets for each focus sector 3. Based on 15% increase in projected
2030 SoW; 2030 SoW is projected based on 4% US imports growth and 5% Turkey's exports growth to US 4. Average of 2018-2030 baseline and upside lmpact growth assumed for 2030-2035

period
Source: International Trade Centre; expert interviews; BCG analysis
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Deep-dives for selected sectors and
levers for the US
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US perspective: Industry assessment reveals 4 groups of
industries with different needs and priorities

Push for structural upgrade
High attractiveness, Low adv.
 Adopt structural
improvement initiatives to
gain further capabilities and
solid competitive advantage

@® Goods @ Services

f'g 2 Electrical equipment & electronics

Optical eq. & devices
Petrochemicals

Chemical products .

Pharmaceuticals

Automotive

Mineral products

Jewelry

g

Machinery

Monitor
Low attractiveness, Low adv.
* Allocate minimal effort
* Review periodically to
capture any (sub-)sectoral
attractiveness or
competitiveness increase

Marxgt\attractiveness \

Source: BCG analysis

\ \

4

=
Textile & apparel

. Clocks & watches
o

Fashion accessories

Transport
Leather products;

Construction @

Building materials

Other vehicles
= Personal, cultural, and recreational services

Marine vehicles

. Furniture ‘

‘\Charges for IP

ICT .
Insur

Paper products

Railway vehicles

Travel 3
‘ Education
ance and pension services

Q

Financial services

Competitive advantage

Nurture
High attractiveness, High adv.
* Act on quick wins to realize
maximum potential
* Invest to protect core
competitive advantages

Look for sweet spots
Low attractiveness, High adv.
» Support through broad-
based enablers

 ldentify high-potential sub-
sectors to leverage existing
advantages

o 1§ & * 1,
= Fhgt
1
)

oo

TAIK »

\Y

~
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4 industries with potential to uplift US exports

Main criteria for industry selection Recommended focus industries
© 5Size and potential impact -, o
« E.g. civil aerospace and energy . ‘ Civil aerospace
<
© Growth potential
e E.g. medical technology driven by city hospitals and Ener
rising demand for healthcare services gy
® us competitive advantage » ”
e E.g. chemical products as one of the few industries Medical equipment & devices
US has trade surplus @
Value add to Turkey's economy e .
o Industries where Turkey has a low competitive adv. @ Chemical products
and US exports will have the most value add (e.g.

aerospace, chemical etc.) .
: ¢ ¢ :TAIK 123



Civil aerospace

Civil aerospace: Substantial opportunity through offset agreements

Market overview
TR civil aero. imports from world (SB)

/'
+%9.3
_+%7. o——'/ 5.5
2013 2018 2023

Top importing companies
TURKISH @ ' Z SunExpress

AIRLINES
@ Onwurair
PEGASUS (A atlasjet

A I R L I N E 8

Product prioritization

Engines & engines parts and aircraft are
priority markets for the US in Turkey

Prioritized products’ exports to TR (SB)
France

Germany
Spain

UK

USA

Opportunities & risks

Expansion of Turkish civil aircraft fleet
% o Turkish civil aircraft fleet
expected to grow at ~8% CAGR!

and reach 750+ aircraft by 2023

Industrial collaboration opportunity
{ between the US and Turkey
o The US is an exporter of aircraft &

aircraft engines
o Turkey is an exporter of aircraft
parts & aircraft engine parts

Exposure to bilateral political rel.

Highly exposed to political and
diplomatic relations between two
countries

Key recommendations

US aerospace companies consider
=l seeking for a direct offset agreement
E/ « Aircraft exports
| o | » JV export parts (e.g cabin interior

and aviation seats)

Upside potential

Total upside potential of $5BZ in civil aerospace

r ~$2.5B —¢
~S2. 5B—¢

-4.5

2018 2030 at projected 2030 at target SoW
baseline CAGR

1. Compounded annual growth rate 2. The US’ 2030 baseline is projected at 75% of 2018-2023 CAGR'; targeted 2030 share of wallet of the US is 150% of its

current share of wallet in Turkish exports of aircrafts & engines & parts
Source: International Trade Centre; EPDK; TTK; Oxford Energy; expert interviews; BCG analysis
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Backup
Civil aerospace

Aircraft, aircraft engines and parts prioritized for the US where Turkish import
market promises significant growth

° Product prioritization ° ® Product mix analysis °
e O @& % o £
Engines & engines parts and aircraft are priorit kets for the US
g g P PrIOMIty markets for the Sub-products not exhaustive
France  Germany Spain USA
- Engines & engine parts 257 123 118 13 896
Turbojet & turbopropeller parts 26 46 23 10 459
g Turbojets of a thrust >25 kN 207 50 94 4 328
Aircraft 659 140 - 145 985
" / @Aeroplanes >15 tons 659 140 - 145 946
V’ . .
2 Engines & engine parts ® Facts & opportunities ®
.g Airline companies are focusing on fuel efficiency due to rising oil prices;
‘g 'S replacement is expected to be a key reason of purchase as well as fleet expansion
E m Turkish civil aerospace industry is forecasted to grow at ~10% CAGR' until 2023, in
E terms of the number of air passengers
) v i i O
2 Kireratt parts Exporting companies
g &—— Engines & engine parts —@ &—— Aircraft

O S SAFRAN
Launching gear ('\
MTU
> * Rolls-Royce’
Competitive advantage .
% GE Aviation ol

1. Compounded annual growth rate % ‘eg
Source: International Trade Centre; Turkish Airlines; Euromonitor; expert interviews; BCG analysis P g TAI K 125
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Backup

Civil aerospace

Offset agreements between American OEMs and Turkish parts suppliers can be
leveraged to further penetrate rapidly growing Turkish civil aerospace market

Rapid growth expected in Turkish
civil aerospace industry

Rapid growth mainly driven by two factors
» Passenger demand growth
« Expected uplift in air traffic through
Istanbul Airport

Turkish aviation passenger growth (mil.)

%9—
 gg— 240

111 154 .
N B B B

2013 2018 2023

Turkish civil aircraft fleet growth (#)

/%8/
——%6 761
mm B
2013 2018 2023

1. The US’ 2030 baseline is projected at 75% of 2018-2023 CAGR; targeted 2030 share of wallet of the US is 150% of its current share of wallet
Source: International Trade Centre; Turkish Directorate General of Civil Aviation; Turkish Airlines; Euromonitor; expert interviews; BCG analysis

US OEM’s current share in Turkish

fleet has room to improve

US OEM’s share in Turkish commercial fleet
stagnant around 50% since 2014

US OEM’s share in major airlines’ fleet (%)
2014 1M 2018

o 2018 fleet size

91%  100% 100%

. 0% 0% 0% 0%

Turkish Pegasus Sun  OnurAir AtlasJet

Airlines Express

o THY is planning to increase fleet size to
~500 by 2023, significant opportunity for
US OEM

» Pegasus preferring A320 over B737; US
OEM needs to respond

Reciprocal upside potential
through an offset agreement

US OEMs consider signing a direct offset
agreement with Turkish airlines companies
» US exports aircraft
» JVs export parts such as cabin interior
and aviation seats

Total upside potential of $5B' in civil aero.

~$2.5B _$
~$2. SB_¢|7
~4.5
] I

2018 2030 at 2030 at
projected target SoW
baseline CAGR

oI5 g * 11
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Energy

Energy: Considerable market potential and right to win for the US in
liquefied natural gas (LNG)

Market overview
TR natural gas imports from world ($B)

/_'_%5 1_—>—”+%2.6-—}
| 64.3
45.3 55.3
2013 2017 2023

Top importing companies

S EgeGaz @

BOTAS etkiliman

Key recommendations

Assess opportunity to sign long-term LNG
|ﬂ/_ | | contracts with Turkey to secure export
volume

Exploit opportunities of hub pricing

- compared to oil-indexed pricing

Product prioritization

Liquefied natural gas prioritized due to
very high market attractiveness in
Turkey and the US' competitive edge

LNG exports to Turkey, 2017 (SB)

Algeria [IIEGEGEGEGEGEGE 1.0
Nigeria [N 0.5
Qatar [N 0.3
Norway [l 0.2
usAa [l 0.2

Opportunities & risks

Increasing capacity in Turkey via
add. capacity investments in LNG
terminals

Opportunity to shift from spot
trading to contract trading of LNG

Fluctuation of oil prices may
lead to loss of cost-
competitiveness (e.g. oil-

indexed pipeline natural gas
prices to fall)

Upside potential

The US can capture $2 B' in LNG

+1.51 -
~2.0

‘ ~0.5
0.2
[
2017 2030 at projected 2030 at target SoW

baseline CAGR

1. Turkey's 2030 baseline is projected at 50% of 2013-2017 CAGR; targeted 2030 share of wallet for the US is the half of contracted LNG trade vol. of Turkey

Source: International Trade Centre; EPDK; TTK; Oxford Energy; expert interviews; BCG analysis

I§ 4
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LNG should be the focus of US due to its competitive advantage and promising

Turkish import market

e Product prioritization °

Petroleum gas and coal very attractive markets, the US is highly
competitive especially in petroleum gas

A

Products of coal tar distillation

Mineral tars

()
/ Coke of coal, lignite, peat
\

Market attractiveness

—Peat

Bituminous mastics

Pitch & pitch coke Petroleum jelly & wax

Electrical energy .

>

Competitive advantage

1. Converted from volume (Sm?3) to value by taking into account $1 above 2017 avg. NBP prices 2. Converted from volume (Kt) to value by taking into
account $128/ton for coking coal and $67/ton for thermal coal 3. Greenhouse gas

Backup
Energy

° Product mix analysis ®

I(-Zg(,a;rtstoTurkey, 2017 @ O @ % G e %

Algeria Nigeria Qatar Norway Russia Iran  Azer.  USA
Petroleum gas
@ Natural gas, liquefied 1,019 459 345 188 . . . 169

Natural gas, gaseous 6,329 2,041 1,444

I(Eg(ﬁ;)zrts to Turkey, 2016 G G @ % g

Colombia Russia Australia Canada S. Africa USA

Coal
Bituminous coal 1,051 872 292 172 155 144
® Sector facts & trends °

Share of natural gas in Turkey's primary energy sources for electricity production
n‘ down from 48% in 2014 to 33% in 2016, however share of LNG within total imports
= of natural gas increased from %14.8 to 16.5%
e Residential natural gas consumption expected to grow by 1-2 Bm3 per year (-15%
lml growth from 2015 to 2016) mainly due to population growth, new constructions,
——— gasification of south-eastern Turkey and low seasonal temperatures

The U.S. coal industry is declining due to lower-cost natural gas, renewable
u[o—oj energy, regulations regarding GHG3 emissions and public health

o 1§ 4 = 1z
o0 ¥ kT Moy

\Y

Source: International Trade Centre; EPDK; TTK; Oxford Energy; expert interviews; BCG analysis : f 5 j TAIK 128
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US can seize the growth of LNG's share in Turkey mainly by shifting from spot

Backup

trading to contract trading with Turkey

Risks & opportunities

ey

Gl

1. Turkey's 2030 baseline is projected at 50% of 2013-2017 CAGR; targeted 2030 share of wallet for the US is the half of contracted LNG trade vol. of Turkey

Risk of losing price competitiveness
e Fluctuation of oil prices may
cause oil-indexed pipeline natural
gas prices to fall, eliminating
LNG's price competitiveness

Increasing capacity in Turkey
« Additional capacity investments in
LNG terminals
o Turkey's 31 FSRU is in production

Opportunity to shift from spot trading
to contract trading of LNG

» Turkey and Nigeria's contract due
to expire in Oct. 2021

o Turkey and Algeria's contract due
to expire in Oct. 2024

DL
Key recommendations

Assess opportunity to sign long-term
LNG contracts with Turkey to secure
export volume following the expiry
of current contracts in 2021 and
2024

Continue with hub pricing (Henry
Hub for the US) instead of oil-

indexing in order to maintain
current price advantage over
pipeline natural gas suppliers

Source: International Trade Centre; EPDK; TTK; Oxford Energy; expert interviews; BCG analysis

Energy

[

High-level, outside-in
estimations

Potential upsides

~$1.8 B' upside potential by 2030 in LNG
exports to Turkey through contract trading

1.5 —

~2.0

2017 2030 at 2030 at
projected target SoW
baseline CAGR

Is &
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Medical devices: The US can aim to win the opportunity in the
medical device tenders for city hospitals

Market overview
Turkey medical devices imports (SB)

— #3491

2.4
1.8 1.5 .

2013 2018 2023

Top importers

(=) Private
¥ 2 .
xS Hospitals

T.C. SAGLIK BAKANLIGI

T

Medical devices

Product prioritization

» Medical imaging devices
e Medical instruments

Selected products' exports to Turkey (SB)

china |GG o.17
Germany _ 0.16
Japan - 0.06
usa | o.24

Risks & opportunities

20+ city hospitals
investments can be expected
in the next decade with
significant requirement for
medical decide tenders

Rising export appetite by
Chinese firms in non-US
markets

Key recommendations

Develop alternative strategies to capture
increasing demand via value for money
solutions

=y

2|

Source: Turkish Ministry of Health; Medikal Akademi; US International Trade Administration; BCG analysis

Upside potential
The US can capture additional $1.3Bin medical devices
per annum

~$1B—¢
1.6
’f~$o.3B—¢
03 0.6

]
2018 2030 at projected
baseline CAGR

2030 at
target SoW

| LR/
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Medical imaging devices prioritized for the US due to its high competitiveness

Backup
Medical devices

and the unique opportunity in Turkey

Product prioritization

Medical imaging devices prioritized due to high competitive

advantage of the US, medical instruments prioritized mainly due to

market attractiveness

A

Medical instruments

’_Orthopaedic appliances

Market attractiveness

Mechano-therapy appliances

v

Source:

Competitive advantage

International Trade Centre; expert interviews; BCG analysis

® Product mix analysis °
Exports to Turkey (SM) ‘ Q @ g
Sub-products
not exhaustive China Germany Japan USA
@ Medical imaging devices 47 45 22 65
Radiography, fluoroscopy & 11 11 11 28
mammography
Computed tomography 9 8 6 17
Medical instruments 123 119 39 177
° Facts & opportunities °

» Medical instruments market currently greater in size but stagnant

« Opportunity in medical imaging devices mainly due to the medical device
tender following the construction of city hospitals

° Exporting companies °

- a O =

PHILIPS SIEMENS ... FUJFILM GE Healthcare

Healthcare Healthineers *-°
HITACHI

TOSHIBA =™, .
MEDICAL : : - : TAIK 1
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The US can aim to win the expected medical devices tenders with competitive

bids

Construction of city hospitals
driving medical device demand

* 9 hospitals completed

e 10 under construction

o Potential of additional tenders in
the near future

Signed city hospital projects in Turkey

. Completed
Under construction

Backup

High value of medical devices
tender in progress for city
hospitals

Five types of devices demanded
e Magnetic resonance imaging
o Computed tomography
« Ultrasonography
- Digital radiography
» Patient monitors

Tender recently postponed; terms and
conditions will be updated
« New requirement that devices be
partially produced in Turkey
e Required local production ratio
expected to vary by product type

Multi-billion dollar opportunity
depending on the required
local production ratio

Medical devices

The US needs to focus on capture
the opportunity

US firms should focus developing value
for money solutions; ~$1.3B" total
annual upside potential

——-$1B—
1.6

~$0.3Bj
T e
0.3
2018 2030 at 2030 at

projected target SoW
baseline CAGR

1. Turkey's 2030 baseline is projected at International Trade Administration's 2018-2020 CAGR forecast (1.4%) of Turkish medical devices market. Targeted 2030 share of wallet
is based on the assumption that General Electric wins the tender with 50% local production requirement, plus an additional $5B of exports of aftersales and replacerﬁeni’z
Source: Turkish Ministry of Health; Medikal Akademi; US International Trade Administration; BCG analysis TAI K 132



Chemical products: Significant demand unmet by domestic players

Chemical products

Substantial opportunity for US firms with strong know-how and capability

Market overview
TR chemical imports from world (SB)

+%0.5—>—+%0.4—>

15.3 15.7 16.0
2013 2018 2023

Top exporting companies

O-BASF |NE(QS

We create chemistry

4@; S SOLVAY

Product prioritization

Hygiene products, binders &
agrochemicals are prioritized

Exports of prioritized products
to Turkey (SB)

Germany [IEGEGEGEGEGEGE 0.7
France | 0.3
Italy | 0.3
Belgium [N 0.2
usA I 0.2

Opportunities & risks

Rapid growth in demand in sel.
Qf products (e.g. hygiene products

and pesticides & agrochemicals)

Strong competitive advantage,
know-how and market position of

US companies

Negative impact of tariffs on cost
position

Key recommendations

LLU@ Assess opportunities in high priority areas
I i  (e.g. agro-chemicals)

«*. Establish and seize market position with
V/\N o 9 . op s
gy high brand image (e.g. reliability,
aftermarket services etc.)

/ Consider R&D investment for product
'i©). development, to define consumer trends
and to consolidate market position

Upside potential
The US can capture additional $0.8B" in chemicals

+0.71 "
1.6
+0.1
| v
0.8 0.9
2018 2030 at projected 2030 at target SoW

baseline CAGR

1. Turkey's 2030 baseline is projected at 2 times the CAGR of 2018-2023 CAGR; targeted 2030 share of wallet for the US is 125% of its fair share in prioritized

products, and the average of its current SoW and fair share for all other products
Source: International Trade Centre; EPDK; TTK; Oxford Energy; expert interviews; BCG analysis
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The US has right to win in hygiene products, binders and insecticides

e Product prioritization °

Hygiene products, binders & agrochemicals are prioritized

A

Organic chemicals

‘\ Essential oils and resinoids

\ /\
Binders & agrochemicals
Tanning or dyeing extracts \ /

Albuminoidal substances,
starches, glues, enzymes —_

Inorganic chemicals
/

Market attractiveness

Explosives & combustiles

Photographic or cinematographic goods

v

Competitive advantage

Source: International Trade Centre; expert interviews; BCG analysis

Backup

° Product mix analysis
Exports to Turkey (SM)

Sub-products not exhaustive

Chemical products

@ w o

=

Saudi S. Korea Egypt Kuwait USA

Organic chemicals 455 421 138 97 374
Methanol 10 - 138 - 0
Ethylene glycol 184 0 0 70 18
Terephthalic acid & salts 1 221 3
Fertilisers 0 29 380 11
Nitrogenous fertilisers - 29 375 - 3

@ O O O &£

Germany Belgium Italy France USA

@ Hygiene products 176 107 85 49 51
Surface active agents 84 98 62 18 19

@ Binders & agrochemicals 474 105 188 280 187
Pesticides & agrochemicals 99 14 17 111 32
Foundry binders 187 26 63 34 26

° Exporting companies °

O -BASF

We create chemistry

\Y

oF

1
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Focusing on rapidly growing and promising products is key to capture additional

share in chemical products

ﬁhi_

Surface active agents

Commodity chemicals make up
29.1%" of TR chemicals market

Sales value in Turkey (SB)

H Beauty and Personal Care
Home Care

T -5.6%— 43.1%*

6.6
4.9 >/
m B
3% 34%  30%

2013 2018 2023

Higher growth expected in
beauty & personal care
products

MESYN

PN

Pesticides & agrochemicals

Agrochemicals make up 12.4%'
of TR chemicals market

Pesticides & agrochemicals
gross output, Turkey (SB)

-~

+14.6%
—v/

_+7.9% 1.6

0.8
0.6

2013 2018 2023

Substantial opportunity in
agrochemicals, rapid growth
expected

1. 2017 figures 2. Compounded annual growth rate
Source: International Trade Centre; Euromonitor; EMIS; Marketline; BCG analysis

Backup

w
9,

]

Foundry binders

Specialty chemicals make up
37.8%" of TR chemicals market

2018-2023 CAGR? forecasts for
metal injection molding market
(MEA region)

Automotive | 9.5%
Consumer products | I 10.6%
Medical | 10.2%
Industrial | 11.3%

Defense | 9.7%

Others | 9.2%
Total (NN 10.6%

Foundry binders for consumer

products, medical & industrial

metal injection market offer
the highest potential

Chemical products

Product focus is key in
liftting chemicals exports

|y =

| o

Assess opportunities in high
priority areas (e.g. agro-
chemicals)

Establish and seize market
é; position with high brand
(=2 image (e.g. reliability,
aftermarket services etc.)

Consider R&D investment for
19 product development, to
%_)_ define consumer trends and
to consolidate market
position

1 - =
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Turkey-US bilateral trade volume has potential by leveraging both

sectoral and transversal initiatives

Turkey - US goods and services bilateral trade volume ($B)
Bl Turkey’s exports to the US
US’ exports to Turkey /
/ 2529 100-110
[ 14-16]

50-55

: _ 50-55
| -13 _ 39-42

High level forecast

2023 2030

Baseline

scenario ($B) 33-35 57-61
Total

forecasted 40-42 100-110
volume ($B)

~16
2018 Baseline 2030 Potential 2030 total 2030-2035 2035 total
growth’ Baseline upside from  forecasted upsides? forecasted
scenario sectoral? & volume volume
transversal3
initiatives

1. 2018-2030 CAGR assumptions for non-prioritizes sectors: 5% for TR, 4% for the US 2. Based on share of wallet growth targets for each focus sector L
3. Based on 15% increase in projected 2030 SoW; 2030 SoW is projected based on 4% TR imports growth (4% for US) and 4% US' exports growth to TR & :-"%f, S, C
(5% for TR) 4. Average of 2018-2030 baseline and upside impact growth assumed for 2030-2035 period 3, i3 oF TAI K 136

Source: International Trade Centre; expert interviews; BCG analysis
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Implementation plan
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=l ’ Define responsibilities, milestones and key deliverables for the
= recommendations in the implementation plan

Implementation
Qg Establish a task force to improve business facilitation services
Business (e.g. meetings with sector reps. to identify needs for trade

WVA Facilitation centers)

Initiate contacts and improve Turkey's image in safety &

3 )
« I security
\&] L hat ted ' tilizing digital ch ls and
aunch a targeted campaign utilizing digital channels an
for the Country PR 4 and advocates to improve country image
next 6 months
Set an action group to prepare a holistic FDI & JV strategy and
. 5 to promote Turkey as a hub for production and R&D investment
Fbland v center in key sectors (e.g. automotive)
0?0 Set up a committee to define and steer the communication
0’30 6 strategy of the overall program (e.g. communication with
Communication country leaders, selected large firms and SMEs)

Key stakeholders need to select and focus on
immediate actions to build a success story TYTATK 1




Backup

Detailed action plan for high priority areas (1/1ll)

@ Define responsibilities, milestones and key deliverables for the initiatives in the implementation plan

» Select relevant stakeholders (e.g. business associations and gov. entities) to sponsor, lead and

=1 | contribute to -should be defined for each initiative

‘ Define roles and responsibilities for each task of the initiative
Set key milestones and deliverables
Define KPIs for measuring initiative success
Identify associated risks and develop potential solutions
Set a program management office (PMO) to track and manage overall progress of the
implementation plan

Implementation

@ Establish a task force to improve business facilitation services

(" « Communicate with key sector representatives and identify necessities (e.g. functions and
"(o} geographies)
FchL:ﬂ:aetji)n « (Depending on identified needs) extend trade centers functionally and geographically
» (Depending on identified needs) improve capability and capacity of Turkish commercial service in
the US
« Stimulate cooperation between US and Turkish Eximbanks to collaborate and to steer common
projects
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Backup

Detailed action plan for high priority areas (l1/1Il)

@ Initiate contacts and improve Turkey's image in safety & security perceptions

 ldentify and contact key US government agencies to remove / soften travel warning (e.g. US
c-]» Department of State -Bureau of Consular Affairs, Executive Office of the President)
N\  ldentify and contact international rating agencies to better reflect Turkey's improvement in safety
& security in recent years
e Provide documentation and detailed information to confirm Turkey's improvement in safety &
security

Country PR

@ Launch a targeted campaign utilizing digital channels and brand advocates to improve country image

« Set a marketing strategy to promote Turkey in the US, with the involvement of key stakeholders
« Select and work with professional marketing and PR firm which has capability to promote Turkey
and to influence US citizens
ng' e Enable utilization of alternative channels (e.g. Youtube, Netflix) and brand advocates (e.g. social
media influencers)
« Help design use of multiple channels and synchronization in marketing (e.g. NY Times articles,
Netflix series, National Geographic documentary, CNN documentary etc.)

Country PR
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Backup

Detailed action plan for high priority areas (lll/11l)

@ Set an action group to prepare a holistic FDI & JV strategy

—l ¢
L °
FDI and JV °

Select key countries and sectors to attract FDI and to promote JVs in Turkey

Identify existing US firms and try to identify how existing investments could be increased

Promote Istanbul/Turkey as a regional hub for companies with a global footprint

Try to address question marks in investors' minds, convey clear messages about Turkey's investment
environment

Organize a large Turkey Investment Conference, select key spokesperson and invitees to maximize
impact

@ Set up a committee to define and steer the communication strategy of the overall program

2 2

Communication

Set a strategy to communicate with country leaders and execute strategy with utmost attention
Select key firms in Turkey to present program and the initiatives they can involve, contribute or
get benefitted

Select targeted SMEs to take input, to inform and to involve in initiatives (e.g. identify needs for
business facilitation, promote auto parts export to US etc.)

Go to homepage fN 2 ¢t S TAIK 141



Authors of the report can be reached for further

questions and comments

Burak Tansan

Managing Director &
Senior Partner, Istanbul
Head of BCG Turkey

Tansan.Burak@bcg.com

Asli Kurbay

Managing Director &
Partner, Istanbul

Kurbay.Asli@bcg.com

Michael McAdoo Emre Bayram, PhD
Partner & Associate Director, Project Leader,
Montreal Istanbul

Global leader of trade topic

Mcadoo.Michael@bcg.com Bayram.Emre@bcg.com
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Disclaimer

The services and materials provided by Boston Consulting Group (BCG) are subject to BCG's Standard Terms

(a copy of which is available upon request) or such other agreement as may have been previously executed by BCG.
BCG does not provide legal, accounting, or tax advice. The Client is responsible for obtaining independent advice
concerning these matters. This advice may affect the guidance given by BCG. Further, BCG has made no undertaking
to update these materials after the date hereof, notwithstanding that such information may become outdated

or inaccurate.

The materials contained in this presentation are designed for the sole use by the board of directors or senior
management of the Client and solely for the limited purposes described in the presentation. The materials shall not be
copied or given to any person or entity other than the Client (“Third Party”) without the prior written consent of BCG.
These materials serve only as the focus for discussion; they are incomplete without the accompanying oral commentary
and may not be relied on as a stand-alone document. Further, Third Parties may not, and it is unreasonable for any
Third Party to, rely on these materials for any purpose whatsoever. To the fullest extent permitted by law (and except
to the extent otherwise agreed in a signed writing by BCG), BCG shall have no liability whatsoever to any Third Party,
and any Third Party hereby waives any rights and claims it may have at any time against BCG with regard to the
services, this presentation, or other materials, including the accuracy or completeness thereof. Receipt and review of
this document shall be deemed agreement with and consideration for the foregoing.

BCG does not provide fairness opinions or valuations of market transactions, and these materials should not be relied on
or construed as such. Further, the financial evaluations, projected market and financial information, and conclusions
contained in these materials are based upon standard valuation methodologies, are not definitive forecasts, and are not
guaranteed by BCG. BCG has used public and/or confidential data and assumptions provided to BCG by the Client.

BCG has not independently verified the data and assumptions used in these analyses. Changes in the underlying data or
operating assumptions will clearly impact the analyses and conclusions.
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