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Global Advantage of Turkey
Executive summary

Turkey has a great potential...

Turkey is a large and high growth potential
country with:
« Young, educated and entrepreneurial
population
« High manufacturing competitiveness
 Diversified economy with advanced
sophistication across specific sectors
« Unique geographical position and proximity to
both developed and developing markets
« Strong export potential and DNA

Global economic turbulence in recent years has
limited Turkey to fully realize this potential

... With strong prospects

Turkey can realistically realize this strong potential by
defining and executing a strategy built on its strengths

This long-term strategy should be built on:

« Transitioning to higher value-added and high-
technology products in manufacturing to increase
exports and minimize current account deficit

« Sustaining a predictable investment environment to
further attract FDI and domestic investments

« Leveraging opportunities in changing global dynamics
with Covid-19 and trade-wars to further strengthen
Turkey's global position
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This 1s the right time for Turkey to re-assess and promote its
global advantage in a changing world

: <db> Covid-1
Changing Global Amm\ Impactg
: 1
Economic Context ‘\‘ ','
Time to Re-
« Increasing national protectionism define Turkey's » Slowdown in global economic
and escalating trade wars Global activity, trade and FDI
« Changing regional and global Advantage « Shift in supply chains and trade
partnerships and Free Trade corridors
Agreements  Increase in digitalization and e-
 New developmental focus on commerce
increasing national capabilities « Emergence of new ways of

and sectoral maturity working
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Key dimensions of
Turkey's global
advantage

2. Labor and population

3. Foreign trade

4. FDI

5. Turkey's strategic importance

See details
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Key dimensions of
Turkey's global
advantage

Go to home page {ﬁ\
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Turkey has a strong economic potential and can continue its strong growth

path with macroeconomic stability and sustaining investor confidence

Key highlights

High
growth
history

with partial slow-
down in recent years

Stabilization
in inflation

approaching
single digits

Relﬁ: ‘:“,’ely Volatile
indebtness TL/FX rates
N — e ———
Relatively low Recently destabilizing
among peer
countries

High
CDS rates

High and volatile
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Turkey 1s one of the world's largest economies with strong growth performance

A major economy...

Nominal GDP ($B), 2019
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World's 19th

largest and
Europe's 6th
largest economy
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I Emerging market?

1. According to IMF

Source: EIU; Turkstat; World Bank; BCG analysis

... with solid GDP growth ...

8.5

s
11.1
/

8.5

6.1
5.2

TE

Growth (%)

5

0.9

'09 10 11 12 '13 14 ’15 16 17 '18 '19

—o— Real GDP growth (%)

B Nominal GDP ($B)

... which is among the highest
across EMs

Average Annual Real GDP Growth (%) 2009-2019

Copyright © 2020 by Boston Consulting Group. All rights reserved.



Turkey showed a stable growth performance in the last 20 years, but this trend

has partially deteriorated in recent years

Structural
= reforms
¢
R ©
= 3 EU
2001 Crisis membership
negotiations
1

GDP 15 -
growth (%)

—— e ] = = = ==

2008-09
Financial Crisis

FED policy rate Expansion of Credit COvID-
change Guarantee Fund (KGF) 19
I |
15t July coup US-Turkey

attempt

political tensions
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Turkey showed a sustainable growth through

structural reforms and EU membership process
2002-07 avg. Decreasing Decreasing debt

growth inflation burden?

70% 57% 0
2001 2007 2001 2007

The effects of
the crisis
started in 2008
continued until
2010

1. The ratio of external debt stock to GDP
Source: Turkstat, literature research, BCG analysis

Although Turkey's growth continues between

2010-2017, stability is disrupted
2001-17 avg. Increasing
growth inflation

Increasing debt
burden?

m B
2009 2017 2001 2007
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TL started to depreciate after 2013, stabilization of local currency important for

macroeconomic stability

Selective events and actions

- e 2 successive elections
k=) "E . FED rate hike o Terror attacks o Cross border military operations e TL depreciation
S 0 Ke expectations o FED rate hike expectations o Failed coup attempt e Slow-down in economic
= 5 P « Concerns on credit rating o FED rate hike expectations growth COVID-19
downgrades
TL/ 8- —l —l l +43.6% ! —l—
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. ! 1 1 I
c . S o Late liquidity window lifted by 300 bps « Inter. rate decr. by 100bps g
2 o Raised overnight lending . * Cut banks' borrowing limits by o FX deposit limits increased from €7.2B » FX required reserve ratios 15
o] . Increased daily 50% to TL11B o
S rate by 425 bps, overnight foreign exchange Cut reserve requirement ratios to € 208 reduced by 500 bps* £
© ® borrowing rate by 450 bps s s , 9 . e TL reserve limits decreased by 250bps, » Euro and gold swap 2
o~ auction amount for banks’ FX deposits by 50 bps e . S
- and one-week repo rate by by Up to $30M Cancelled some repo auctions other FX liabilities decreased by 400bps auctions started ©
g 550 bps yup P e CBRT increased interest rate 3™ time « Liquidity will be provided &
o with IW repo auction ;‘%
®
1. Currency basket is calculated as 50% USD, 50% Euro 2- Central Bank of the Republic of Turkey :;:
Source: CBRT; Press releases 8 ]



Interest rates and inflation stabilizing after the spike in 2018-19

Interest rates Change in year-end Consumer Price Index

Interest Rates?! (%) Inflation? (%)

The rise in inflation is
24 A 30 1+ driven by exchange rates

1. Average TRY deposit interest rate up to 1 Year (Arithmetic average of monthly rates) 2. Annual rate of change 3. As of July 2019
Source: TCMB, IMF, BCG analysis 9

and high food prices
29 - g p
20 - Central Bank of the Republic of Turkey
decreased interest rates 5 times in 2020, 20.3
18 - 1 week repo rate was 12% in the 20 -
16 - beginning of 2020. Currently it is 8.25%
14 1 11.8 11.8 ;
12 - 10.4 g
10 ——— ——-,-82-88-85 4299
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Turkey's overall debt is not high in international comparison; yet FX-
denominated obligations creating a burden with depreciating currency

Total gross debt % GDP, Q4 2019

400 -
Although Turkey's overall debt is not
330 . .
high compared to other countries, FX-
301 . . . .
300 - denominated debt is relatively higher
200 - N -:
1
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:
1
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|
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o: M E _Ebheem B Il

B FX denominated M Local currency

Source: |IF Global Debt Monitor; Deutsche Bank; BCG Analysis

49172

FX-denominated debt % GDP, Q4 2019

100 § 97
Treasury-backed loans for energy and
infrastructure projects account for
80 - . / significant portion of non-financial
FX-denominated debt

dg 4
AR TR HU PL KR ZA CZ BR MX RU CN IN
i —_—u o = e I @
I Household M Financial corporates
B Government M Non-financial corporates
10
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Turkey has performed well in managing its public debt with a careful policy
approach and this performance needs to be continued

Budget Balance / GDP3 | Maastricht criteria

1. EU Defined General Government Debt Stock data published by the Ministry of Treasury and Finance 2. IMF General gross public debt / GDP is used, 2018 data
3. One-time revenues are not included in IMF calculations
Source: IMF April 2019 World Economic Outlook Database; EIU; BCG Analysis 11

Turkey's public sector debt to GDP ratio ... positioning Turkey as a strong performer
is within recommended levels... among peers
Public-sector debt / GDP? (2010-2019)
(%)
40.0 300 - Debt too high
36.4
327 4, 32.8 < 7
B I S ~ _304_ S 240 -
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8 180 - ® Greece Size refers to .
- Italy public-sector E
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T 120 ‘Denmark .Canada France 2
2 ./ ‘/pam USA 2
~ S 907 /Germany '\ g
8 60 - e Ireland ° Hungary ‘ I
= Turkey 19 India . g
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Turkey's risk perception is adversely affected by multiple factors

Both external and internal factors

Turkey's CDS is above the critical level of 300 points causing increasing CDS
Turkey 5Y CDS
- e External fgctors. o .
1,000 1, ! B e Increasing uncertainties with the
v : SR COVID-19
o : : L « Global slowdown and liquidity prospects
o6 ! v 5401
5161 ! ! !
1 l l y ! I
500 o osma D e Internal factors:
1433 . ini
IV A VO 257 AN Declining GDP growth
T : v « Rising inflation
Vo 116 218 . : o « Increasing external debt
0 H—— | : S e Misalighment between official interest
T 2010 2015 T 2020 rates and market expectations
Global financial Turkey's CDS level increase to 2009 level for
crisis the first time again with the depreciation of TL

1. As of 26 August 2020
Source: S&P Capital 1Q; Press search 12
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Despite drawbacks;
Turkey's geographical
location, young
workforce, competitive
cost structure and
sectoral maturity
represent significant
opportunities

Geographic
location

Young
workforce

Competitive
|| cost structure §j

Sectoral
maturity

Macroeconomic
fundamentals

Turkey can reach different markets with various logistics modes
due to its proximity to Europe and Asia, also can compete with
other developing countries in logistics costs

Turkey has a young population which will come to the fore in
terms of integration into the labor market and acquisition of
required competencies for global competition

Turkey's production costs are competitive, even with the decline
N energy prices and increasing exchange mobility

Labor costs still 5%-20% lower than Eastern European countries

Industrial products account for ~ 60% of 2019 exports
Automotive, textile & apparel, steel and white goods stand out,
while exports in machinery and defense sectors are also growing
rapidly

Tourism another opportunity, Turkey is ranked 12t globally

& -

Go to home page
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Key dimensions of
Turkey's global
advantage

2. Labor and population

Go to home page {ﬁ\
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Turkey's growing and young population will continue to fuel economic growth

and further rise of the middle class

Key highlights
Large and Afford:ble
young an
population qualified
labor
S ————— — e

Turkey is expected to rank
Turkey has the

with a countries by 2030 in terms
median age of 32 of

with a highly competitive
labor cost

Urbanized
country

Urban population
population
with an appetite for
consumption

Growing
middle-class
population

There are +10M

in the last decade

Rising
Unemploy-
ment

|

Unemployment still
an issue to be further
addressed in Turkey,
in
2019, and even
higher in
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Turkey has a large, young and growing population

17th most populated country

in the world...

Population in 2019 (M people)

China
India
USA
Indonesia
Pakistan
Brazil
Nigeria
Bangladesh
Russia
Mexico
Japan
Ethiopia
Philippines
Egypt
Vietnam
Congo
Turkey?
Germany
Iran
Thailand
France

0 100 200

1
1,400

...and the youngest in
Europe...

. . . 2
Population split by age in 2020 (%)* .-

0-14 15-34 35-49 50-64 65+ Age

Germany 23 19 2200 | 48 |
France 23 19 210 | 42 |
Czechia 22 24 200 | 43 |
Hungary 23 23 200 | 44 |

UK 25 19 IECHE 19 | 41 |

Poland 24 23 190 | 42 |
USA 27 19 170 | 39 |
Australia 27 20 16" | 38 |
Russia 24 22 161 | 40 |
Thailand 6 22 EEM13 | 39 |
China 28 22 HEM12 i
Argentina 31 20 A1l | 32 |
___Brazil JmE_ 2___2 EHW0 33
| __Turkey [SE7s 312 EEe | 32 |
India 35 20 EEl7 | 29

1. Excludes, ~4 M refugees 2. Estimation by United Nations, Department of Economic and Social Affairs

Source: World Bank; Turkstat; CIA Factbook; BCG analysis

...growing above 1.5% per
annum

Avg. population growth in 2014-2019 (%)

Turkey
Indonesia
Mexico
India
Vietnam
Brazil
UK

us
Germany
China
Thailand
France
Russia
Japan

16
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Turkey has a dynamic labor force, yet unemployment is an issue that needs to be

addressed

Labor force is growing

Labor force (M people)?

32 32 33

31

27
26
25 26

14
15
16
17

18
19

0 O O «H N ™
et

Employment growth is

higher than other
countries

Employment growth? (%)
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Women participation in the
workforce rising, yet still low
compared to other countries

With unemployment
remaining as an issue to be
further addressed

Year-end unemployment (%) Female labor force participation (%)

N ’/. 24.1
.\.\ 22.8 23.5
21.9 ’
20.6% ~ \/ 2014
19.1
18.4 18.4 0.3%
. 0
1??;;:4 128 131 3 3
1u5s 1028 g9/ 1287 OECD
. Wn.ov average:
52.5%
—®—= Unemloyment - % 2019
—®— Youth Unemployment
34.3%
’08709'10'11712°13°14'15°16°17°181’19'20?
L © >
£ £ ¢
[

1. Labor force decreased to 29M as of April 2020 due to COVID-19 Impact 2. CAGR employment from 2009 to 2019 among developing countries 3. Union of
chambers and commodity exchanges Source: Turkstat; IMF; Ministry of Labor and Social Security 17
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Turkey's labor force is not only cost competitive and sizeable; but also well
educated

1. Annual average 2009-19 2. OECD forecast for 25-34 year-olds with a tertiary degree in Science, Technology, Engineering and Mathematics across OECD
and G20 countries 3. Average estimations based on expert interviews . R&D loaded labor rates vary significantly between regions in China. Turkey has 18
competitive advantage over Chinese eastern coast Source: Turkstat, IMF WEQO, EIU, OECD BCG analysis

Cost competitive Turkish labor force within ... with competent and Turkey's R&D labor
CEE / EU with increasing productivity ... highly skilled workforce rate is competitive
Labor Cost Per Hour, $ US (2019) Expected Share in STEM Graduate Pool R&D loaded labor rates3 ($ k)
30.0 in 2030 (%) ? 190
21.4 :
16.5 China ‘ 37.0
96 11.411.411.813.9145 India f 267 140
4.1 4.4 53 Russia .
us .
s &8 8 8 2 T & & Y £ x :
2 ¥ 8§ 8 £ 8§ € &8 5§ § o 8§ ° Indonesia .
= 8 = £ S 3 9 g 2 5 v Saudi Arabia . 50 55 .
@ g T U Mexico g
e Brazil . ¢
Labor productivity growth? , % Japan Turkey is B
3.2 Korea 16 | expected to Turkey China USavg. Silicon p
< 3.0 Turkey 156 rank11th Valley g
23 22 o
19 17 17 14 Germany across G20 g
4 12 11 UK and OECD .
Argentina countries Turkey offers well-trained f
5 & © © = © © & © o France engineers for R&D centers with E
S £ § = £ § ¥ B 5 £ lower costs, even more cost 5
5 & ®» 8 5 g ¢ 3 § ¢ Canada . : : : g
g ng: > - F & &2 2 5 3 Spain competitive than Chinese regions %



Affordable labor cost makes Turkey attractive in total manufacturing-cost index
across top 35 manufacturing export economies

Manufacturing-cost index, 2019 (US = 100), productivity adjusted

120 120

|||l|l|iiiiiiiiiiiiiiiiillliiiii%3

81
o X o > > T &8 ®© C = £ v c =T 8 8 © v & > T © s o cl>cs «© o S
G)LUE_'CCE:G)EN'_UNN'_U'—_-Q’G) CCECLNQ_)-—-—UC.—.—
e 8 £ 3 & 8§ 35 5 8§38 8§ P8V c 8§ 5§ 8 85 5§58 358 sl h x5 83
E 8 W — g 2 5 o0 B £ S « S c S5 B8 2 = zZ - ='5 £ 3 o0 = & c
£ c 3 o E £ 2 & =225 < - ® 35 s b X 500 L 2§ S 2IT &35 8 5 6
.-I: s Q): > op— — E
Z 3 z 5 £ 3 ”
@ P o 5 ¢
o
S @)

M Laborr I Electricity B Natural Gas B Other

1. Range shows average of All China (95) and Yangztee River Delta region (97); 2. Represents US Southern States; 3. Productivity-adjusted

Note: Index covers four direct costs only. No difference assumed in “other” costs (for example, raw-material inputs, machine and tool depreciation); cost structure calculated as a weighted
average across all industries; Ukraine, Norway and Romania also tracked by index, but not shown as no longer in Top 35; Philippines tracked due to similarity to SE Asian peers

Source: US Economic Census; BLS; BEA; ILO; Euromonitor; EIU; Oxford Economics; NDRC Price Monitoring Center; |IEA; Eurostat; BCG analysis 19
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Turkey is already an urbanized country with a growing middle-income population

Urban accounts for 76% of total
population

Population in M

100 -
CAGR CAGR
83 (09-'14) ('14-19)
21 -0.4% -0.5%
21 (27%)
(30%)
50 -
B 0.8% 0.7%
50 (76%) -070 /70
(70%)
0 _

2009 2014 2019

B Rural ™ Urban

Source: Turkstat; BCG Analysis

There are over 10M middle-income
households

Household Income Distribution in M

Annual 23.1
Disposable
Income 3.9

€3] 15.5
>50 k S

25-50 k 4.1

2019 vs 2009

+3.4M
4% CAGR

10-25k
5-10k\
1-5k\

2009 2019

Growing middle-class
and urbanized
population stimulates
consumption-driven
growth and promises

opportunities in
multiple sectors

20
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Emergence of the Turkish middle-class observed in many key dimensions:
Finance, Telecom, Media, Technology & E-commerce

Consumer loans, TL B Credit card ownership, millions Credit card spending, TL B
vagw +16%
. 45— —
Finance
—— ﬂ nl =
2009 2019 2009 2019 2009 2019
Mobile and b::;ﬂg::ld subscribers, Active social media users, millions Smartphone users, millions
. M Broadband +14%
—
Telecom, Media, B vobile e—
Technology o 77 }
63 81
2009 2019 2015 2020 2015 2020E é
%
E-commerce market size ($ B) E-commerce per capita ($) g
L +13% o +11% 2
E-commerce :
2015 2016 2017 2018 2019 2015 2016 2017 2018 2019 2
Ja\ g
Note: CAGRs are provided in the graphs Source: BDDK; TBB; BCG Analysis Go to home page ﬁ 21 ]



Key dimensions of

Turkey's global
advantage

3. Foreign trade

Go to home page {ﬁ\
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Turkey has a strong competitive advantage in international trade

Key highlights

Increasing
trade
volume

Turkey has
in
the last 20 years, with
higher export growth rate
compared to imports

Balanced
sectoral
composition
in export

Trade deficit stems from
energy and high technology
products while

Diversified
trade
partners

Turkey has a

with new trade opportunities
likely to be seized in US,
Africa and in new
geographies driven by

Copyright © 2020 by Boston Consulting Group. All rights reserved.



Turkey has significantly increased trade volume in the last 20 years
Recent export performance has been much better compared to imports in a context of global slow-down in trac

Although depreciation of TL has
positively affected exports, slowdown in CAGR
Turkey foreign trade volume (Billion $) world trade had negative reflection on 2001-2019
Turkey's trade
4% -4%
Imports B8 Exports T
8.2%
Trade gained great Imports
momentum after joining 14% 20—
the Custom Union in 1996 y%————”"”“’*—_—~ °
252
/150/0 // 0 202 56 207 199 201 Exports
1
171
1% 7 152 152 158 =
140 132 141 135

29 21 23 29 23 36 43
1612 13 14

6.2%

Trade
deficit

m
&
3
N
8
3
N
N
N
2
2002 |y o
2003 |y = &
& |-\
2005 | 5 S
2006 | —
2007 | — O
2008 | —

49 46 41 4 41 51 47 I
-
o
o
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1994 gy
1995 igm
1996 g
1997 g o
1998 g
1999 g
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Source: World Bank; International Trade Centre; BCG Analysis 24



Turkey's trade deficit stems from energy and high technology products
Turkey's key (e.g. automotive and textile) industries help minimize the trade defici

Industries with trade deficit in 2019 (S B)

Chemicals

Electrical equipment
Energy
Petrochemicals
Medicine

Optical equipment
Other metals
Aerospace

Paper products

Machinery

Note: "Other" sector with a trade deficit of $ 30 billion is not shown
Source: International Trade Centre; BCG Analysis

Textile

Automotive

Jewelry

Processed food
Furniture

Mineral products
Building materials
Agriculture products
Other equipment

Accessories

Industries with trade surplus in 2019 ($ B)

17.5
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Turkey has diverse geographical coverage; Europe is still the largest trade partne

Turkey's exports by country, 2019 (%)

European countries
constitute 50% of
Turkey's exports

WAl 16%
s 3% 3% 2/0_.
4% _ - -
5% _
5% _ -
5% par -
6% mimr-
> > (] [%2] - (4] (7] —
c = =2 § 5 ¢ 5 4 T ZF 530
] + = ) o 8 o o nw O = _'—C__,
£ - S o & 2 S 2E 0
= i = x 2O 5
o Q S O
(&) = w O
o] -
pd ()
<
=
(@]

H European countries

Source: International Trade Centre; BCG Analysis

Total

Exports to European countries by years

(2019, $ B)

Export value
Billion $

57 58

B value = Percent

Share in
total exports(%)

60

40

20

Although Europe is still the most
important trade partner for Turkey,
European share in trade has
declined with Turkey's geographical
diversification strategy

26
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Despite this solid performance, there is still potential for improvement

Turkey Poland
H

’7+9% _l |7+99%_l
0.

0.86 0.94 1.34
67

Sharein Sharein Sharein Sharein
global  global global  global
GDP trade GDP trade

Source: International Trade Centre; BCG Analysis

Malaysia

+13 1%—i

0.42

0.97

Sharein Sharein

global
GDP

global
trade

Singapore

H

— +509%—¢

2.62

0.43

Sharein Sharein
global global
GDP trade

Germany

4.59

Sharein Sharein

global
GDP

global
trade

27
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To diversify trade, Turkey can proactively seek FTAs with a large array of countries

FTAs FTAs with Top 4 economies
FTA Global Main trade
number ranking? USA EU China Japan blocks
EU 42 1 (X ] = (] & EEA, EU28
India 16 14 (> ] (%] (> ] (/] SAFTA Although Turkey isin a
........................................................................................................................................................................................... good position in the FTA,
China 15 16 (] (] %) it has limited agreements
s with major economies
Singapore 24 7 (/] (/] (/] (/] iggﬁz ’ that it plans to develop
S ....... h ............................................................................................................................................................................... ]ts trade relations
out

Korea = 10 0 ° 0 e
USA 14 17 (] (] @ NAFTA

1. Global ranking is determined by the total number of signed and implemented FTAs 2. Trans Pacific Partnership Agreement. Members: Australia, Brunei,
Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru, Singapore, Vietnam 3. Association of Southeast Asian Nations. Members: Indonesia, Thailand,
Singapore, Malaysia, Philippines, Vietham, Cambodia, Brunei, Myanmar, Laos 4. Negotiations are still continuing, UK agreement is uncertain after Brexit
Source: WTO RTA database; BCG analysis
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Turkey can capture more share in US imports with the "new normal”

US is diversifying its trade partners Turkey can be an alternative importer of US
Current political issues and pandemic led US to change its Turkey's export to US has been increasing while US exports
trade strategy and diversify its trade partners to Turkey is stagnant
Turkey exports to US ($ B) Turkey imports from US ($ B)
¢ Political issues -——————————————————————-
| \ Amplified US-China US imports from I
| »/« trade war China reduced by :
| ) 16% ($ 90 B) in one |
: Concerns in the US year only (2018- |
| \ﬂ about growing trade 2019), expected to : 2010 2019 2010 2019
: deficit with China decline further |

____________________________________ ! Q Turkey can increase its export in its main export sectors by
: leveraging its existing capabilities
Q COVID-19 impacts ~——————————————————————

I . o . .
o . _ _ | %We Automotive - parts |©| White goods @ Textile & apparel

| &= Transition of supply National security |

: 0 chain focus from cost concerns have risen | % Building materials Furniture

| efficiency to resiliency especially on medical :

I , , technologies, biopharma | Turkey can seize opportunities from high potential sectors
: Re-shoring, nearshoring and information |

| I

| |

\ﬁrﬂ and diversification technologies by building required capabilities
expected to increase J @;. Electrical equipment and @ ICT (conventional ICT and

electronics startup ecosytem)

Copyright © 2020 by Boston Consulting Group. All rights reserved.

Source: International trade center, BCG analysis 29



Turkish firms can seize opportunities, especially in Sub-Saharan Africa

Africa has high potential ... Turkish firms eligible to do business in Africa
of 10 fastest-growing of world's population will Dynamic and 4 High-skilled @ Resistant to
economies are 40% ) live in Africa by the turn g ﬂqu;i:fndecmon poN ;r;fkﬁv;’feo“ 2§;Z?tions
African in 2019 of this century? s

. ' #Ng Easily develop @ Favorable /si%&\  Strong cultural
of African population are "'& relationships geopolitics ®$% relations

60% | under age 25, represents location

immense workforce potential Turkey's interest intensified towards to mainly the Sub-

Saharan Africa (SSA)

... but needs major infrastructural upgrading o Turkish ‘)Turkish R .
Q embassies in is the major a $258B ; $188B g

Big infrastructure investments required to unleash the potential Sub-Saharan airline providing Q Tanzania Sudan 2
Africa in 2020 flights to 55 é”

- (There were cities in 34 SSA O $0.7B @ $05B 5

== Construction and @ Public network only 7 in 2009) countries Nigeri - 5

== L./ IEI ’ y igeria Mozambique 2

[at real estate = and energy 5
Opportunities also occur in some sectors depending on the 8

./@ , , regional development g
e\. Transportation Health and education —— c s
@’"\@ infrastructure rmm| infrastructure @ White goods Furniture \E onsurmer g
— e ¢ goods o

1. IMF 2. UN World Population Prospects 30



Turkey needs to leverage Belt & Road Initiative to access new geographies and to
increase its trade —potential risks also need to be considered

Diversifying Trade Routes: Belt & Road Initiative

* In 2013, China announced BRI to connect Asia with
Africa and Europe via land and maritime networks
along with 6 major economic and a maritime corridors

« With BRI, China aims to improve regional integration,
increase trade and stimulate economic growth

o China-Mongolia-

Russia

e New Eurasia Land
Bridge

e China-Central
Asia-West Asia

0 China-Pakistan

Duisbukg

Venice

e Bangladesh-China-
India-Myanmar

G China-Indonesia
@ Maritime Silk Road

1. Estimated before COVID-19 pandemic

~$1 Trillion of investment along the BRI

corridor is planned
>440 \ already funded [ ~80
$B /asof2019 %

COVID-19 context will further incentivize China on BRI

of investments initially
planned to be provided
by end-of 20211

« Trade war and COVID-19 have impacts on Chinese trade,
particularly in the corridor with US

« With BRI, China aims to unlock new trade opportunities

Turkey can increase its trade through BRI

Geopolitics location makes Turkey an influential
player on BRI route and this would bring new trade
opportunities
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We expect a serious change in the global trade volume in the short term and
in the trade flow routes in the medium-long term

Macro-economic Geopolitical Supply chain
expectations location changes
Downward revision in IMF 2020 global Actions focused on protecting local Transition from cost and efficiency
economy expectations needs and economy in many countries focused supply chain to resilience and
flexibility principles
COVID-19 e~ The previous 3.3% growth o ) e
“. expectation in the global » Export restrictions, especially on
: 3% g s sanitary wares and basic . 60%
3% contraction, another agricultural products (protective
GO e e expected equipment in the EU, respiratorsin

India, grain in Russia, etc.)
e L e - Re-shoring and nearshoring According to the interviews with
supporting activities 300+ companies in 55 countries,
.-5.9% : -7.5%: | -5% 60% of the companies started to
negotiate with alternative suppliers.

us EU TR
77 According to the first analysis we made 777 We expect that global trade will
* in line with these changes and - * reach its former volume in 2021-
: 0 : . . : : : . . .
30% / expectations, global trade may shrink m i 2023 period, but with a much different

up to 30% in 2020. " route distribution ...
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We expect significant opportunities for Turkey after COVID-19 in global trade

Companies need to anticipate changes and prepare for emerging opportunities

Automotive
One of the locomotive sectors of
Turkey's export with 25$ B volume

Turkey represents %2 percent of
global automotive trade volume
and is the 17t largest exporter

Some risks are on the table, but
Turkish automotive parts suppliers
can further integrate into global
value chains

Source: BCG

Textile
Turkey is the 7th largest textile

exporter with 28% B export volume

Historically strong industry
despite Asia's competitive
challenge in recent years

High growth potential with the
diversification of supply chains and
increasing role of agility, fast
fashion and responsible production

Agriculture

Turkey is the 27th largest
agricultural exporter with 11$ B
export volume

Sustainability and reducing
dependence will be key trends after
Covid-19

Turkey should aim for high value
added production with advanced
tehcnology and efficient logistics
network

Tourism

Turkey is an important tourism
location with a 35$ B revenue
generated from tourism

We expect significant decline tourism
reveneues but recovery will be fast
after Covid-19; Turkey has strong
potential to reach 60+$ B revenues

)
Go to home page {ﬁ\
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Key dimensions of

Turkey's global
advantage

4. FDI

Go to home page {ﬁ\
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Turkey should aspire to attract more FDI with its potential and track record

Key highlights

Solid track
record

Turkey attracted over
in the

Business-
friendly
environment

Turkey offers easier to
manage environment for

Promising
examples in
Technology

are
attracting FDI

Copyright © 2020 by Boston Consulting Group. All rights reserved.



Foreign direct investment inflow (Billion US$)

Foreign investment has increased with the
acceleration of the EU integration process.
:/ However, even in this period, privatizations

|
Tu rkey's F Dl 20 1 : 19.1 are dominant, while investments from
' 176 : scratch are limited
I .
performance . ; e
: | ) Deterioration of
had been Strong 15 A : 14.7 macroeconomic stability
. . 3 B caused to dampen
n the paSt, W]th 12.1 | foreign investor appeal
108 105 in Turkey .
some slowdown o HEBBEB Bmum B 4
. 8.5 . | g
N recent years ! 2
63 6.3 . 2
5.6 :
5 A | 8
! z
15
0 - < LN o D~ 0] (o)) o L N o <t N (o] D~ [e 0] (o)) Z%
55 € 8 &€ ¢ 8 8 8 8 ¢ g8 8 8 8 ¢ :
Y ~ 13 ~ N ~ ~ N ~ ~ I3 ~ ~ N ~ 13 o

Source: CBRT; BCG Analysis 36




However, Turkey has business-friendly environment to attract FDI

Number of Days to Setup a
Company (2019)

Turke .
Y Easier to setup

a company

a2

Russia
Japan
Spain

Finland
Brazil

India
Romania
Austria
Bulgaria
Czechia
Poland
South Africa

37
40

FDI Regulatory Restrictiveness
Index (2018)

1 =Closed to FDI
0 = Open to FDI

More open
to FDI

0.2

0.2 Down from

0.283 in 2003

0.1 0.1 0.1
= 0191
-+\0.1

India
USA
Brazil

T
8 g
b £
2 5
o

Canada
Switzerland
Poland
OECD
Turkey

Source: Presidency of Republic of Turkey Investment Office, World Bank, OECD

Ease of Doing Business Ranking
(2020)

Turkey Higher

rankings

a

Switzerland
Poland
Czechia
Hungary
Romania
Italy
Bulgaria
India

Brazil 124

37
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Significant deals between 2015-2019

Selective examples

oo > e
trendyol OpsGenie p f k
e i Acquired for . Acquired for
Rather than Majority stakes” | gposm 8188
conventional sectors, ac‘y;‘zrgfﬁf‘” . e
. R S 5 : 4
high-value added 0 . First
. : L eeeeeeeenerenenenenenerananana—ananananan : : unicorn?
Turk-lsh technology ............................................................ ; . from
companies started furkey
attracting FDI, with” I il
? X2 examples to . . . ............................ . ......... .. %
follow lyzico
..... A cqu1redfor ® gﬁ
Received $38M . $ 165M Insider é
........ investment
. Received $32M : 2
..investment i &
Source: Presidency of Republic of Turkey Investment Office f;
1-Startup company reaching over $1B valuation 38 ]




Foreign direct investments yield considerable returns on Turkish firms

peak ) uLusoy
GAMES
U.N.RO-RO

Hummingbird Investment in Actera Investment in Eaton Investment in
Peak Games UN Ro-Ro Ulusoy Elektrik
e 2011: Hummingbird Ventures « 2014: Actera, together with Esas « 2019: Eaton (Irish domiciled power
invested $1.5M in Peak Games and Holding, acquired UN Ro-Ro with company) acquired 82.27% of Ulusoy
acquired 20% of its equity price of ~700M Euro Elektrik's equity

« 2020: Peak sale to Zynga drives

8 6x oross fund return for « 2018: 4 years later, UN Ro-Ro » 2020: Stock value of $1.86 on the
H‘umriin bird Ventures was sold to DFDS with price of date of the acquisition reached to
g 950M Euro $5.96 in September 2020
1. Turkish stock pricing is in terms of TL, stock value calculations are made from present currency value on the days of transactions, investments were made /\
in terms of dollars Source: Press search, BCG analysis Go to home page ﬁ 39
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Key dimensions of

Turkey's global
advantage

5

5. Turkey's strategic importance

Go to home page {ﬁ\
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Turkey has strategic advantages in its geo-political positioning; strengthened

with its improving technological, social and cultural assets

Key highlights

Strategical
importance

Turkey is strategically
important acting as a

in Caucasia, Central Asia,
Balkan states and the Gulf

Global
economic
and political
cooperation

Turkey is a
of the global
economical and political
scene

Techno-
logical
importance

Turkey is also becoming

globally

Social and
cultural
importance

Turkey has strong

Copyright © 2020 by Boston Consulting Group. All rights reserved.



Turkey is strategically important
A natural link to markets in Caucasia, Central Asia, Balkan states and the Gulf

Proximity to major markets and Strategic location
trade corridors

Global connectivity

!m! Turkey is strategically located between the EU and Asia

Turkey offers easy access to Easy reach to markets Turkish Airlines connects
Tﬂ « 1.5 billion people across 16 different time X 255 destinations in
\ « Combined market worth of US$ 24 trillion GDP in Europe, zones 122 countries
MENA, and Central Asia within a 4-hour flight radius

Hub for multinationals

Turkey is a gateway to energy resources such as gas
and oil pipelines in the region, also to strategic trade

) b At Multinationals have chosen Turkey as a preferred hub for
corridors such Belt & Road Initiative (BRI)

manufacturing, exports, as well as management

}A DI Lj A\ B Selective examples
Link Lot P 2
—— g Nestis. BOSS
An integrated multi- + Baku-Tbilisi-Ceyhan pipeline TovoTA N
fi . k iveli Exports over 90% Exports over 77% Uses Turkey as a Has its largest
pass fiber optic network « lIrag-Turkey pipeline of its production of its production production base production
Lut O in Turkey in Turkey for MENA region facility globally
L SRLS T
Turkey also serves as a management hub for several multinational

Global infrastructure Trans-Adriatic natural gas line companies
development strategy adopted Russia-Turkey natural gas line S—

by the Chinese gov't to invest + Iran-Turkey natural gas line B/S/H/ k”ﬂ”f (@ (intel)’

in nearly 70 countries Baku-Thbilisi-Erzurum line thyssenkrupp

Copyright © 2020 by Boston Consulting Group. All rights reserved.

Note: JADI name derives from the initials of the following cities; Jeddah (Saudi Arabia), Amman (Jordan), Damascus (Syria) and Istanbul (Turkey)
Source: BCG analysis, TT, ISPAT 42



Turkey has an expanding technology ecosystem

Growing its capabilities in IT sector...

R&D centers

+5 Kk | IT companies +190 for IT
+120 +50 Engineers join
k Developers K workforce
each year
Further increasing qualified labor force with
project
%
17% Turkish companies started developing
0 expertise in verticals of IT and IT-software,
CAGR X

1. TUBISAD ICT Market Data 2. The Global Startup Ecosystem 2020 Report by Startup Genome

... with an accelerating startup ecosystem

There are with
established each year

is selected amongst
2

with 66% annual increase and
are in 2020

Turkey generated its company in
June 2020 and is

Source: CBRT, BCG Analysis

>
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Domestic production of electric car is a major breakthrough for Turkey

Electrification is the new trend in
automotive industry which will re-shape it

o101 10
L © foo Automobiles are the mass-
é‘:’é : °é produced industrial products
Profit pools for OEMs are limited,
:-/ \-:
disrupts the industry and
requires OEMs to adapt their business model

Established car makers still need to catch up in
, providing a entry window

(=

Turkish government has launched an
initiative to produce a domestic electric car

. In December 2017, a consortium has
l‘\/ been formed by

o0

by the end of 2022

Exporting electric car to surrounding
geographies is on the government's agenda

E_R and
- are potential export
destinations

>

Copyright © 2020 by Boston Consulting Group. All rights reserved.



Technological developments and scientific research increasing

Scientific and technical

Patent registrations journal articles Technoparks
Numbers Numbers Numbers
15000 - 13720 40000 - 100 -
33535
71
10000 - 25155
5510 20000 - 50 A 39
5000 -
6830 16
1136
0 - 0 - 0 -
2000 2010 2019 2000 2009 2018 2005 2010 2018
R&D spending R&D workforce (FTE?!)
Million TL Numbers
38533
40000 - 200000 ~ 172119

20000 - 100000 -

73521

8087

@D : CAGR 0 L 0 -

2000 2009 2018 2000 2009 2018

27003

1. Full time equivalent
Source: TPE,,Turkstat, ISPAT 45
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Turkey 1s socially and culturally important with further potential in diverse

tourism areas

Unesco World Cultural Heritage (18) "Discover the potential” of Turkey Healthcare Tourism

In the UNESCO World Cultural Heritage List
there are 18 heritage sites from Turkey, out
of 1121 properties around the world

Turkey captivates blend of antiquity and
contemporary and East and West

Turkey has 463 beaches in total that awarded
with the blue flag certification as of 2020

g ﬁq y ; —

: B s e
Antalya with %
203 blueflag
beaches Mugla with 102

Izmir with 50

Turkey is globally competitive in healthcare
tourism

5th highest # of JCl-accredited?
hospitals in the world

Among highest healthcare operation
success rates in developing world

oM Cost-competitive in majority of the
™ 20 most common operations
<= Relatively better healthcare

= performance against COVID-193

Epidemic hospital built in the land of
Ataturk Airport is planned to be used for
health tourism after the epidemic

1. The Blue Flag is an international environmental award given to safe, clean beaches from all around the world. 2. Joint Commission International is the
most reputable accreditation agency in global healthcare 3. COVID-19 death rate of Turkey is 2.4% while US' rate 3.1% and world's is 3.4%

Source: John Hopkins University, BCG analysis

Copyright © 2020 by Boston Consulting Group. All rights reserved.



Going forward, Turkey should further leverage its potential to strengthen its globa
advantage

Turkey has a great potential with:

.= Large, growing and diversified economy with
- advanced sophistication in specific sectors . .
— = Young and educated population Going forward, Turkey can realize
s Cost competition in manufacturing and this strong potential by defining and
= services executing a strategy with :
B Unique geographical position enabling Further focus on higher value-
- regional hub position > added products !
— Strong export potential Sustaining and business friendly
= Business-friendly environment to attract FDI environment to attract more EDI ;
:—'-'i;..'_' Strengthening its position in
T With changing global context, it is the right Slelorll e
= time for Turkey to re-assess and promote its
-~ S global advantage
~ 5
4 §



We expect Turkey to increase its competitive position and have a stronger share
in global economy in the upcoming decades

/\/J Ann|(1$a;)GDP 754 1,150 - 1,250 2,000 - 2,100 3,500 - 3,600

-‘ Cbi
glopal 0.86% 0.95%-1.05%  1.20% - 1.25% 1.45% - 1.50%
5 é} Foreign Annuzl;;;(ports 171 290 - 300 580 - 590 1,130 - 1,140

=
S 2 Trade Global
Share 0.91% 1.15% - 1.20% 1.50% - 1.55% 1.90% - 1.95%
AFnDr\IuI;alL:’Iv'l\E\ngl’)d 8 15-20 35-40 65-70

Global 0.55% 0.80% - 1.10% 1.25% - 1.45% 1.60% - 1.70%

Notes: The forecast reflects inflation adjusted numbers and is based upon historical data from World Bank, UNCTAD and TradeMap with following assumptions: GDP: Global; -
4.9% for 2020, 5.4% for 2021 and 3.5% CAGR for 2022-2050, Turkey; -5% for 2020, and 5.5% CAGR for 2021-2050. Foreign Trade: Global exports; -11.9 for 2020, 8% for 2021, 2%
for 2022, 4.3% CAGR for 2023-2050, Turkey; -10.3% for 2020, +8.1% for 2021, 3.3% for 2022, 7.1% CAGR for 2023-2039, 6.8% for 2040-2050. FDI: Global Annual Inward FDI flow; -
40% for 2020, 15% for 2021, 12% for 2022, 19% for 2023-2024, 7% for 2025, 4% for 2026-2050, Turkey; -40.8% for 2020, 18.8% for 2021, 25.5% for 2022, 21.2% for 2023-2024,
14.9% for 2025, 8.2% for 2026-2029, 6.9% CAGR for 2030-2039, 6.3% for 2020-2050
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Turkey has a
strong potential
to be realized 1n
the upcoming
decades
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Disclaimer

The situation surrounding COVID-19 is dynamic and rapidly evolving, on a daily basis. Although we have taken great care
prior to producing this presentation, it represents BCG’s view at a particular point in time. This presentation is not
intended to: (i) constitute medical or safety advice, nor be a substitute for the same; nor (ii) be seen as a formal
endorsement or recommendation of a particular response. As such you are advised to make your own assessment as to the
appropriate course of action to take, using this presentation as guidance. Please carefully consider local laws and guidance
in your area, particularly the most recent advice issued by your local (and national) health authorities, before making any
decision.

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.

The situation surrounding COVID-19 is dynamic and rapidly evolving, on a daily basis. Although we have taken great care
prior to producing this presentation, it represents BCG’s view at a particular point in time. This presentation is not
intended to: (i) constitute medical or safety advice, nor be a substitute for the same; nor (ii) be seen as a formal
endorsement or recommendation of a particular response. As such you are advised to make your own assessment as to the
appropriate course of action to take, using this presentation as guidance. Please carefully consider local laws and guidance
in your area, particularly the most recent advice issued by your local (and national) health authorities, before making any
decision.
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Please contact for further questions

DEiIK

DIS EKONOMIK ILISKILER KURULU
FOREIGN ECONOMIC RELATIONS BOARD

D1s Ekonomik iliskiler Kurulu
(DEIK) River Plaza, Biiyiikdere
Caddesi Bahar Sokak No: 13/9-
10 34394
Levent/istanbul/Turkey

Tel: +90 212 339 50 00

Fax: +90 212 270 30 92

info@deik.org.tr
www.deik.org.tr

Kanyon Ofis

Buyukdere Cad. N0:185 K:16
Istanbul, Levent 34394 Turkey
Phone: +90 212 339 0110

Fax: +90 212 339 0110
islreception@bcg.com
www.bcg.com
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