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GENERAL EVALUATIONS AND EXPECTATIONS

Economy in growth mode again

After contraction for successive four quarters with the effect of the global crisis, Turkish
economy started to grow by 6% in the last quarter of 2009. Started in the last quarter
of 2009, the growth has continued in the first quarter of 2010 considering the leading indicators.
While current deficit and inflation entered into a rising trend in connection with the economic
revitalization in the first quarter of 2010, unemployment has remained at high level. Despite the
pressure by the inflation and economic recovery, the Central Bank announced the interest rates
shall remain low for a long term.

CONSTRUCTION, HOUSING AND COMMERCIAL

Contraction in the
construction sector
slows down

A lthough Turkish economy started to
grow again in the last quarter of
2009, contraction in the construction sector
continued. Thus the construction sector
has shrunk for eight quarters successively.
However, shrinkage slowed down in the
last quarter period. In the last quarter period
of 2009, housing construction licenses
and building permits, housing sales and
housing loans utiized have experienced
increase compared to the third quarter
period. And while a limited increase
occurred in the new investments in the
last quarter period of 2009 in the
commercial real estate sector, the
regression in the asset prices, rents and
- ey proceeds came to a halt, reaching at the
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FOURTH QUARTER AT A GLANCE

Whie US economy grew
by 1.4 percent, the
growth in Eurozone
remained at 0.1 percent.

points.

Construction sector
operations in the
European Eurozone
contracted by 6.1
percent.

186.992.

Real sector expectations
indices in USA and EU
continued their strong
increase, approaching to 60

Turkish economy
started to grow
again by 6.0
percent.

A strong increase was
seen in the number of
housing construction
licenses taken, i.e.

Utilization of the housing
loans for transfer and
restructuring increased.

OECD Composite Leading
Indicators,103.6, exceeded the
pre-crisis level.

While housing
construction spending
in USA is on the
increase, the housing
prices regressed.

Commercial real estate prices
index in USA went down from
112 to 108.

TR Central Bank
keeps the interest
rate at 6.5 percent.

Housing loans increased
by TL3,1b in the last
quarter.

Housing loan monthly
interest rate is below 1.0
percent, e.g. 0.96 percent.



FOURTH QUARTER AT A GLANCE
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Housing prices index rose % I;L;-/,i
(2007=100) to the level of -
92.1 and the housing rents V [ﬂ
index (200=100) to 90.8. . &
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Together with 7 shopping centers
started up, the number of
shopping centers reached to 214
and total leasable area to 5.23
milion m2.

After five quarters, finally,
household consumption
expenditure grew with
4.7 percent.

Types A and B office rents
have not changed in CBA
and off-CBA compared to
the third quarter.

Construction permits
taken for new office
building, industrial
building and logistic
buildings have
considerably increased
by mz,

Real estate sales to the
foreigners were USD555m and
foreign capital investments

uSD81m. Construction sector contracted

by 6.6 percent and private
sector construction
expenditure increased for the
first time after five quarters.

Portfolio investments by
the foreigners reached to
USD84b.
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PERIOD GNP MANUFACTURING INDUSTRY COMMERCE Emﬁm}gﬂ:g“ FINANCIAL SERVICES
2008 Q1 7.0 8.5 9.7 8.1 9.3
2008 Q2 2.6 39 41 43 9.6
2008 Q3 0.9 0.6 1.7 1.6 8.0
2008 Q4 7.0 -12.0 -16.6 1.5 9.4
2009 Q1 145 22.3 -26.2 -16.3 10.8
2009 Q2 1.7 -11.7 -15.2 -10.3 75
2009 Q3 2.9 4.5 1.2 5.0 7.8
2009 Q4 6.0 12.8 10.3 3.6 8.1

SOURCE: TURKISH STATISTICAL INSTITUTE

Re-growth in Turkish economy -

W Contracted for four quarters successively with the effect of the global crisis, Turkish economy grew
by 6 percent in the last quarter of 2009. In the same quarter, the manufacturing industry grew by 12.8 '
percent, trade by 10.3 percent, transportation-communication by 3.6 percent and f|nanC| | services

by 8.1. This recovery of growth should be considered as a driving force in the re?l estf:lte seg:; r_ as well.

fﬂ"”"””‘f ‘ I o=
T IHEE
PN |1 0 =
== ——————== -
| ' ——t—t —ij_:_ifﬂq_:_:_,
=t T




14 ‘ THE REAL ESTATE SECTOR OF TURKEY AND THE WORLD

L
THE ASSOCIATION OF REAL ESTATE INVESTMENT COMPANIES

PERID coNSUMER PRICES | OISt S0CONNT - BUDGET DEFICIT | UNEMPLOYMENT | DOLLAR/ TURKISH | CENTRAL BANK
%0/ YEAR P BLLION. | giLL1ON USD/YERR % LIRA INTEREST RATE %
2008 01 9.15 410 159 107 132 15.25
2008 2 10,61 14 5.9 9.0 123 16.25
2008 03 11.13 185 6.6 103 1.26 16.75
2008 Q4 10.06 416 176 136 153 15.00
2009 01 7.89 313 37.9 158 167 10.50
2009 Q2 5.73 209 130 130 154 8.75
2009 03 5,07 147 53.7 134 1.50 7.5
2009 04 6.53 138 52.6 135 152 6.50
201001 9.56 18.80 4720 : 152 6.50

SOURCE: TURKISH STATISTICAL INSTITUTE, CENTRAL BANK OF THE REPUBLIC OF TURKEY, MINISTRY OF FINANCE

DATA AS OF THE LAST MONTH OF THE QUARTER PERIOD (1) February

Increase in inflation, current account deficit and
unemployment

B Turkish economy started to grow again in the last quarter of 2009. However, the revival of the
economic activities as source of the growth has also led to increase of the current account deficit.
Inflation was 9.56 percent by the end of March 2010. Spurred by the increased tax impositions and
public price rises, the inflation has increased. Unemployment rate ended up with 13.5 percent in 2009.
In connection with the revival in the economic activities, the budget deficit also reduced to TL47.2b on
annual basis by the end of February. In spite of recovery of the economic activities and the increased
inflation, the Central Bank keeps the interest rate at 6.50 percent.

Rapid increase again in the confidence and
expectations indices

B With the rapid contraction in the
confidence index of the real sector, it
rapidly increased in the second and third

my Confidence And
Indices

quarters of 2009, with a reduction again REAL SECTOR CONSUMER
in the last quarter. The real sector PERIOD EXPECTATIONS CONFIDENCE
confidence index in 2010 increased 2008 01 'l'\(‘)zE:( IleDgEZ
rapidly, reaching to 110.6, well above 2008 Q2 503 75 01
the pre-crisis levels. And the consumer 2008 Q3 85.2 80.72
confidence index followed the same 2008 Q4 52.3 69.90
trend. With a limited reduction in the last 2009 Q1 67.8 7477
quarter of 2009, the consumer 2009 Q2 994 85.27
confidence increased again by February 200903 918 8L92
2010. Rapid increases in the 200908 222 680
2010 Q1 1106 81.85"

expectations and confidence indices
also reinforce expectations for economic
recovery.

SOURCE: CENTRAL BANK OF THE REPUBLIC OF TURKEY

DATA AS OF THE LAST MONTH OF THE QUARTER PERIOD (1) February
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V. TURKISH HOUSING SECTOR

Sharp increase in the housing construction licenses
issued in the fourth quarter

W Quantity of construction licenses issued
which indicates new housing start-ups in
the housing sector boosted with a number

ion Licenses And
s Issued

of 186.992 dweling units in the last quarter CONSTRUCTION BUILDING
of 2009. Rapidly contracted by the effect LICENSES OCCUPANCY PERMIT
L PERIOD NUMBER OF DWELLING NUMBER OF

of the crisis and went down below 100 UNITS DWELLING UNITS
thousands in the third quarter of 2009, 2007 Q4 161.564 114.799
the quantity of housing construction 2008 Q1 121.403 73421
licenses signals a significant recovery in 200802 135,861 67.868

he housing sector. And the quantity of 2000 e 272
the T 9 - And the quantity 2008 04 113.492 91.357
buiding occupancy permits was 113.549 2009 Q1 117.666 100.350
dwelling units in the last quarter of 2009. 2009 Q2 114.754 111.429
And the increased number of the buiding 2009 Q3 88.622 73.283
occupancy permits also shows a strong 2009 Q4 186.992 113.549

Improvement Of the hOUS|ng demand and SOURCE: TURKISH STATISTICAL INSTITUTE

sales in the last quarter of the year.

Continuous increase in the volume of housing loans

B Increase in the housing loans continued in the first quarter of 2010. With an increase of TL2.4b in
the first quarter of 2010, the stock of housing loans reached to TL45.0b at the end of the quarter .
While the share of the housing loans in the total consumer loans was 47 percent, its share in the total
loans was 10.4 percent.

ans And Their Share In The Total Loans

PERIOD Hog|s|_||!\|‘8|\lj-?/|:\NS CONSUMER LOANS TOTAL LOANS
BILLION TL HOUSING LOAN SHARE % BILLION TL HOUSING LOAN SHARE %
2008 Q1 33.9 69.9 48.5 319.5 10.6
2008 Q2 36.2 75.0 48.3 342.7 10.6
2008 Q3 376 80.7 46.6 361.8 10.4
2008 Q4 374 78.8 47.5 367.6 10.2
2009 Q1 374 78.2 47.8 366.2 10.2
2009 Q2 38.6 81.0 47.6 368.2 10.5
2009 Q3 39.5 84.9 46.5 373.7 10.6
2009 Q4 42.6 90.6 47.0 405.6 10.5
2010Q1 45.0 95.8 47.0 431.8 10.4

SOURCE: CENTRAL BANK OF THE REPUBLIC OF TURKEY

DATA AS OF THE LAST MONTH OF THE QUARTER PERIOD
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uarter Periods

PERIOD CURRENCY AND TOTAL AMOUNT LOAN MILLION TL NUMBER OF LOANS
1 4.279 65.139
Yp 0 2
20073 T 4.280 65.141
i 4,686 69.991
2007 Q4 Yp 1 8
0 T 4,681 69.999
T 5.377 78.428
2008 Q1 P 0 3
T 5.338 78.431
1 4735 72743
2008 Q2 Yp 2 7
0 T 4737 72.750
! 3.701 58.641
Yp 4 20
200803 T 3.705 58.661
i 1578 27.418
Yp 3 23
2008 Q4 T 1.581 27.441
1 2.475 40.979
Yp 4 38
200901 T 2.479 41,017
1 3.968 64.598
2009 02 YP 4 35
¢ T 3.972 64.633
1 5,985 96.757
2010 Q3 Yp 5 51
T 5.991 96.808

SOURCE: THE BANKS ASSOCIATION OF TURKEY

Increased use of housing loans for restoration
purpose in the fourth quarter

M In the third quarter of 2009, a strong increase was seen in the quantity of housing loans extended
quarterly. With the effects of the crisis, the fourth quarter of 2008 was the period of the lowest use of
housing loans, i.e.. 27.441, amounting to TL1,58b. Expanded by quantity and amount in the subsequent
quarters, the housing loans showed a strong increase in the third quarter, i.e. 96,808, amounting to

) T‘“ﬂ-_ b. Although no detailed data was announced, there was also a significant increase in the last quarter

of 2009. The loans newly extended in the last quarter were for purposes of transfer and restructuring

’ | | asaresult of the further reduction in the interest rates. Extension of especially new loans in the second-
|
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Decrease in the housing loan interest rate
continues

B Reduction trend in the housing loan s Monthly Loan Rates By Percentage
interest rate continued in the last quarter of

2009 and in the first quarter of 2009. PERIOD MINIMUM AVERAGE MAXIMUM
Minimum and maximum interest rates 2008 Q1 1.30 1.49 1.54
decreased in the first quarter of 2010 and, 2008 Q2 148 160 L77
together with it, the average interest rate of 2008 03 1.16 1.49 179
the housing loans used went down to 0.94 2008 Q4 151 1.78 210
percent by the end of the first quarter of 200901 149 164 L84
2010. It is estimated that the decrease in ;ggz gi ;é: (1)32 i;g
t.he. mterest.ra.l.tes is about to epd, with a 2009 04 085 0.96 "
limited possibility of the average interest to 201001 082 094 103

reduce below 0.90 point.

SOURCE: STATE PLANNING ORGANIZATION

DATA AS OF THE LAST MONTH OF THE QUARTER PERIOD

Housing Loans, Share By Percentage
TURKISH LIRA)

PERIOD 112 13-36 37-60 61-120 121-180 181-240 241
MONTHS MONTHS MONTHS MONTHS MONTHS MONTHS MONTHS +
2008 Q3 0.3 6.5 24.7 49.4 16.4 18 0.9
2008 Q4 0.3 6.2 24.4 49.7 16.7 19 0.8
2009 Q1 0.2 59 23.6 50.7 17.0 19 0.7
2009 Q2 0.4 58 232 51.0 17.1 18 0.7
2009 Q3 0.4 6.2 25.0 49.8 16.4 1.6 0.7
2009 Q4 0.4 6.8 28.3 48.4 14.3 1.2 0.6
2010 Q1 0.4 6.7 28.5 48.9 13.9 1.0 0.6

SOURCE: CENTRAL BANK OF THE REPUBLIC OF TURKEY

DATA AS OF THE LAST MONTH OF THE QUARTER PERIOD

Share of medium-term loans in the housing loans
increases

B Share of the medium-term loans extended as housing loans has increased. Share of the medium-
term loans (13-60 months), 30.6 percent by the end of 2008, reached to 35.1 percent by the end
of 2009 and to 35.2 percent by the end of the first quarter of 2010. While the share of loans with a
term of 37-60 months has expanded rapidly, the share of the loans with a term of 61-120 months has
decreased. With the retreating interest rates and reduction of monthly repayment amounts during the
last two quarters, the demand for and extension of the medium-term loans have soared. And the banks
are seen more wiling to extend of medium-term loans depending on their respective resource structure.



