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Real Estate and Construction
Sector Overview

A balanced economy seemed to have been achieved to
a large extent in 2019, particularly with the New Economy
Program (YEP) decisions taken in economic aspects and
subsequent regulations against the exchange rate fluctuations
experienced in 2018 and the accompanying developments.
Annual GDP, as a chained volume index, increased by 0.9%
in 2019 compared to the previous year. On a sectoral basis,
the total added value of financial and insurance activities
rose by 7.4%, public administration, education, health care
and social care activities increased by 4.6%, other service
activities by 3.7%, and the agricultural sector by 3.3%,
however the construction sector activities decreased by 8.6%
and professional, administrative and support service activities
by 1.8%. This sharp fall in the construction sector appears to
be due to the lack of demand since 2018, cost increase and
cash flow problems of the contractors.

The construction sector had a 5.4% share in GDP in 2019
with current prices, while the real estate sector had a 6.7%
share. The two sectors reached 12.1% of GDP. Although
the 2020 Q1 GDP data has not yet been released, when the
sales figures are examined, the general trend in the sector is
expected to be more positive.

The Construction and Real Estate sector seems to have
sustained the impetus it achieved at the end of 2019, in 2020
Q1 as well. When 2019 Q1 and 2020 Q1 are analyzed, a
3.4% increase is seen in total housing sales. The 119%
increase in second-hand sales during such period indicates
that the houses in the market are demanded. On the other
hand, the supply seems to have continued to adapt itself to
the conditions. Between 2019 Q1 and 2020 Q1, the number
of building licenses fell by 23.4%. On the other hand, an
important issue that should be carefully examined both in
terms of the sector and the economy is the development in
mortgaged housing sales. The mortgaged housing sales in
the same period increased by 90%. The low interest rates
during this period and its effect on credit costs seem to have
affected the mortgaged housing sales quite positively.

Presentation And Evaluation

The sector, together with its components, is considerably
affected by macro and micro economic conditions, and it is
one of the business lines where the changes to occur are
felt the most. For this reason, it is important to follow both
the global and our country’s macroeconomic developments
in order to comprehend the ‘sensitivity’ and ‘trends’ related
to the sector. In this context, the COVID-19 outbreak, which
started in Wuhan, China in December and then rapidly spread
across the world, started to have an adverse impact on the
global economy. Significant restrictions in daily life had a
limiting effect on the construction and real estate sector, just
as in all sectors. The effects of the pandemic on social life,
consumer preferences and on other economic variables will
be determinant in economic aspects in the upcoming period.
Construction and Real Estate sector has to determine a road
map for itself according to these changes in the world. It is
obvious that the variables of the construction sector should
be analyzed very carefully and for a specific period. That’s
why the dynamics and expectations of the market should be
handled through analysis.

As in all asset prices, the initial impact on housing prices is
shaped depending on the change in supply and demand. The
change of demand and structure in housing prices directly
affects the supply, and the supply change in the construction
sector is slightly slower than the demand. However since
2001, the actors of the housing sector, who have undergone
various shocks both internally and externally, have been
adapting to the current conditions by performing in a flexible
mannetr. more effective
financing management as a result of their becoming more
institutionalized and the demand holders’ becoming more
rational in their demands increase the efficiency of the housing
and construction market.

The construction companies’

When we look at from the perspective of housing, we see
that a demand for about 750 thousand houses continues due
to demographic factors (natural factors). However, depending
on buyers’ expectations, purchasing can sometimes be
deferred, or a stronger demand can be seen with the deferred
demand in some cases depending on the conjuncture. The
construction and real estate sector that encountered a short
cessation after the 2008 global financial crisis came across




a much stronger demand after 2009 until 2014. The rise in
exchange rates followed by the increase in interest rates in
August 2018 adversely affected even the natural demand,
resulting in a cessation in the sector. However, as of the end
of 2019, demand and expectation started to normalize due to
the decrease in interest rates and depending on the economic
conditions.

The Turkish construction and housing sector will continue to
be one of the leading sectors of growing Turkey. When the
demographic and economic developments are taken into
consideration and compared with the world, it will be seen
that the sector contains countless potential. Therefore, as the
stability and dynamic structure continue both for our country
and for the sector, the trend in the medium term will be in the
direction of growth.

Recommendations for the

Construction and Real Estate Sector

The growth of the Construction and Real Estate sector in a
predictable and sustainable manner is vital both for the overall
economy and the industry. Within this context, it is obvious
that there is a need for both legal and institutional regulations.
For this purpose, the things-to-do list can be summarized as
follows:

m The establishment of an analysis-data center, where
statistics regarding the real estate and related rights are
kept and analyzed, is required. For better analysis of the real
property investments and the market, more transparent and
detailed data is essential. Such structure could be achieved
through an autonomous structure with the participation
of public organizations, professional associations and/or
academic circles.

m The accomplishment of legal regulations for the completion
of an infrastructure for the financial products based on real
estates and for diversification of products will be appropriate.
Besides, opening a market on securities and rights based on
real estate within the BIST will ensure the development of the
secondary market required in this area.

m For this purpose, it would be appropriate to maintain an
infrastructure that is capable of making securitization with
mortgage systems available abroad and provide long-term
low-interest loans to low income earners. Also, the fact of its
being specialized in securitized real estate and becoming a
market maker would be a gain for our economy.

B The country’s economy as well as the industry and
consumers are in need of a bank (such as Freddie Mac or
Fannie Mae) that offers real mortgage loans by issuing long-
term mortgage-backed securities, and that issues securities
with its market maker feature.

m Providing special incentives on the basis of provinces
in order to accelerate the urban transformation by making
arrangements in accordance with the conditions and cases
such as population density, infrastructure, earthquake,
epidemic and other natural disasters as well as according to
urbanization plans in the ongoing bylaws,

B Establishment of Infrastructure Real Estate Investment
Trusts and maintaining incentives to the Municipalities
regarding this issue, and completion of Agricultural
Infrastructure REITs,

B Providing ease of payment to flat owners by reducing the
deed and other fees, provided that the related settlement
conditions are fulfilled, for the buildings for which at least
seventy percent completion certificates have been issued
by the Municipalities but the occupancy permits have not
been granted yet (due to the contractor’s insolvency or other
reasons),

B Qualifying the housing sales to foreigners as exports,

m Establishment of special cooperatives (or unions) for
fulfilling the housing needs of medium income and medium-
low income households,

m Providing tax advantages to those who buy their first
houses.

Sincerely yours,
GYODER Training, Publications and
Information Production Committee

Presentation And Evaluation
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The Global And Turkish Economy During And in
The Aftermath Of Covid-19 Pandemic

Climate change problems becoming increasingly
severe, the COVID-19 pandemic and the subsequent
economic recession... We are now entering a new era in
which we had better not regard the outbreaks or similar
disasters as “black swan”.

To better evaluate the COVID-19 process and the
aftermath, it is necessary to make analysis starting from
2019. We entered the year 2020, where the stock’s
market price is artificially inflated, the global recession
in growth despite the interest rates at historically lowest
levels. 2.9% global growth in 2019 is only slightly above
the recession threshold of 2.5%. Our top trading partner,
the European Union, recorded its lowest growth in 2019
after the global crisis. In summary, the global economy
was caught in this pandemic while it was becoming
increasingly fragile. The opposite could not be expected;
abundant financial resources after the 2008 global
financial crisis could not remedy the structural problems,
on the contrary further deepened them. Turkey could not
stay out of it. The period when corporate and household
debts rose sharply, which was the major problem to be
remedied, was the period after the global financial crisis.
In summary, it is possible to say that before the
COVID-19 crisis, we were going through a period when
household and corporate debts were already very high
and the dominant system was in obstruction. We can say
that one of the main reasons is the fact that the share

Expert Opinion

of wages in national income is gradually decreasing.
People are producing more with their increasing
efficiency, but they cannot earn income to consume
these goods and services. For this reason, deepening
financial markets provide households and companies
with more resources to continue their consumption and
stir up a future debt crisis. It is clear that the next global
crisis will put its stamp in history as a debt crisis.

COVID-19: Meet Diablo

COVID-19 crisis came in this very day in a way to make
these problems insoluble. The global economy was
just like a player on video games who had very little
hits before coming face to face with the major enemy
monster that gave its name to the game. In front of us,
there was a serious monster. We can characterize this
period as a double-layer supply shock, which spreads
much faster than previous outbreaks, disconnecting
the key factor of production, the human, from the
production process. In the first place, we should ensure
the recovery of people, and then we should share the
economic costs arisen. But it is not as easy as it seems,
because we do not know how long the first phase of the
crisis will take. This is why there are many different crisis
and exit scenarios. What we know for sure is that this
crisis will be harsher than it was 12 years ago. Goldman
Sachs, JP Morgan, Morgan Stanley expects 6% drop in



U.S. first quarter GDP and 24% in the second quarter.
U.S. Treasury Secretary Mnuchin said unemployment
could hit 20%, which is twice the unemployment rate
of the global economic crisis. That’'s why Roubini said
this crisis would be “I-shaped” rather than “V-shaped”.
To summarize, since the 1930s, the world has not
undergone such a period in which global trade flows
have been upended, commodity prices collapsed, and
bankruptcy risks and unemployment expectations have
reached a peak point.

First Reactions To The Crisis

The first mistake that decision-makers made was that
they perceived the COVID-19 crisis as a demand
shock at first. That’s why the U.S. FED announced on
Sunday that it would cut interest rates near zero. In
the demand shock, you compensate for spending and
investments that people or companies postpone due
to uncertainty with public spending or investments. Or,
with the expansionary fiscal and monetary policy, you
aim to speed up private consumption and corporate
investments. However, COVID-19 is a supply shock:
Production has come to a halt. What’s more, you cannot
say to people and companies that are adversely affected
by the crisis, “Take this money go spend!” because
people should stay home. If public health comes before
everything else, which should be so, then people should

not go out to spend. In other words, the financial aid
packages that are being offered now are for the purpose
of compensating the losses that people will suffer. There
are two stages to overcome crisis; the first stage is to
ensure that people are re-engaged in production and
consumption by taking effective health measures, and
the design of economic policies is important only in the
second phase.

Developed Countries vs. Developing
Countries

It should also be noted that developing countries have not
started to feel the economic impacts yet. In developing
countries, companies with a limited access to financing
and having limited equities comprise the substantial part
of the private sector. Therefore, we have been going
through a period where the bankruptcy risks are quite
high. On the other hand, the most innocent party of this
crisis, the employees, are likely to become unemployed.
This will both further overwhelm the low wages that |
mentioned at the beginning of the article and avoid the
revival of the demand necessary for the recovery of the
economy. Undoubtedly, for minimizing all these adverse
effects, a very comprehensive and expansionary fiscal
policy is required.

Expert Opinion
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Well, is there any fiscal space required for this?
Developed countries have such an opportunity. In such
countries, policy makers are able make public spending
and, as a result, allocate a budget to help businesses
and transfer money to households. Then, they can
implement policies to finance the deficit through
monetary expansion and to reduce the inflation in the
medium/long term that is likely to rise.

Developing countries are not that fortunate. Turkey is
also amongst these countries, unfortunately, because
of a very simple reason: The considerable proportion
of public and private sector debt is in foreign currency.
Therefore, an expansionary policy to be adopted by
developing countries does not facilitate the payment or
conversion of debts in foreign currency; on the contrary,
it makes it complicated. Increasing public debt and
large budget deficit in such countries will increase the
country risk premium and place further pressure on the
local currency of such country. This is the main reason
for the increase in CDS premiums, which we consider
better reflecting the country’s risk premium in the recent

Expert Opinion

period, and the currency depreciation of countries that
are particularly vulnerable in terms of short-term foreign
debt or saving gap. These findings remind us that the
economic policies to be adopted by developing countries
should generate solutions for the problem of external
sources. Especially if the central bank reserves are
not strong enough to overcome a balance of payments
problem that may occur in the short term, this external
sources problem appears to be the primary setback
you need to find a solution. In this process, it is difficult
to claim that the IMF and the U.S. Central Bank FED
are prompt and inclusive towards the external resource
problems of developing countries.

What Awaits Us In The Aftermath Of The
COVID-19 Pandemic?

It is important to analyze the real sector as of the end
of 2019 to properly assess how the economic outlook
will be in the aftermath of the COVID-19 pandemic. We
observed significantincreases in the non-performing loan



volume also before the COVID-19 crisis. For example,
the non-performing loan volume of SME companies
increased by 42% at the end of 2019, compared to
the same period of the previous year. In other words,
bankruptcy risks were already getting higher before
the COVID-19 crisis. In this respect, | believe it is very
important to identify the companies with strong financials
in the medium and long term, to increase the measures
to remedy their short-term problems such as cash flow
and to take these measures within the framework of a
program that will settle the external resource problem. If
we take into consideration the sharp fall we expect this
year in foreign currency generating activities and the
obvious decline observed in the CBRT’s gross reserves,
it is clear that the program to be followed should offer
substantial solutions on the external source side. | think
we will mostly discuss this topic in the upcoming period.
When we look at the process after COVID-19 on a global
scale, the protectionist tendencies that started before

this pandemic will most probably continue to increase.
This, of course, is not very positive for developing
countries such as Turkey. The fulfillment of export-led
growth strategies seem to be more challenging than
ever before. In addition, the fact that the localization
of the global value chains that we observed before the
pandemic will speed up shows that an era has come in
which we will pay more regard to local value chains and
domestic demand balances. All these developments
imply that we are at the end of globalization era as we
know it.

Prof. Umit Ozlale
Ozyegin University
Head of Departmant of Economics
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GDP Grew By 1.9% In 2019 Q4

Compared To The Previous Period

In the fourth quarter of 2019, seasonally and calendar
adjusted Gross Domestic Product (GDP) grew by 1.9%
compared to the previous period, and annual growth
rate was realized as 6.0%. Thus, in overall 2019, GDP
grew by 0.9%, remaining above the New Economic
Program (YEP) expectation of 0.5%. During 2019, GDP
in dollar currency fell from the level of US$ 789 billion 43
million in 2018 to the level of US$ 753 billion 693 million,
while GDP per capita fell from US$ 9 thousand 693 to
USS$ 9 thousand 127.

Forecasted data show that the recovery trend in
economic activity continued in the first two months of the
year. While industrial production in January and February
reached an average growth rate of 7% on annual basis,
the real growth rate of retail sales on annual basis was
recorded as 9.5%. As the COVID-19 pandemic began
to show up in our country, economic activity started
to slow down in March. Despite the fact that the data
for March indicated a slight decline in the consumer
confidence index, the real sector confidence index and
the manufacturing sector purchasing managers index
(PMI) declined sharply.

Inflation rate, increased due to the base effect in January
and February, declined in March. CPI annual inflation,
which was 11.84% at the end of 2019, fell to 11.86% in
March after rising to 12.15% and 12.37% in January and
February, respectively. PP| annual inflation that ended
2019 at 7.36% rose to 8.84% and 9.26% in January and
February, respectively, and then fell to 8.50% in March.
This development reflects the fall in crude oil prices and
accordingly the decline in energy group prices, despite
the upward trend in exchange rates.

In the first quarter, while there was a decrease in foreign
demand, the foreign trade deficit widened as domestic

demand maintained its strength. Despite the widening
in the foreign trade deficit, the increases in the current
account deficit remained relatively limited owing to the
ongoing increases in the service sector in the first two
months. The current account deficit, which was US$ 297
million in January-February 2019, was realized as US$
2.8 billion in January-February 2020, with an increase
of US$ 2.5 billion.

Data for March weakened due to the measures taken to
limit the impacts of COVID-19 pandemic. While budget
revenues declined due to the deferral of tax collections,
increases in expenses continued at a reasonable pace.
Budget realizations throughout 2020 Q1, despite the
unfavorable results in March, revealed a better outlook
compared to the same period of the previous year.
In January-March period, tax revenues increased by
14.2% compared to the same period of 2019, non-
tax revenues by 24.4% and total revenues by 17.2%.
Annual increase in interest expenses was 14.6%, while
the increase in non-interest expenses remained limited
at 11.8%. Thus, the budget deficit of TRY 36.2 billion in
the first quarter of the previous year narrowed to TRY
29.6 billion, while the non-interest balance shifted from
a deficit of TRY 2.8 billion to a surplus of TRY 8.7 billion.
With the moderate course of inflation dynamics and
global trends, following the front-end-loaded interest
cuts in 2019, the CBRT continued the interest rate cuts
also in the first quarter of 2020. Having cut the policy
rate by 75 basis points in its meeting in January and
by another 50 basis points in its meeting in February,
the CBRT lowered the policy rate to 10.75%. Upon the
developments in March, the CBRT lowered its policy
rate by 100 basis points to 9.75%. In addition, TRY and
foreign currency liquidity measures were taken to limit
the economic impacts of COVID-19 and to strengthen
the financial stability.

Main Economic Data
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Gross Domestic Product by Expenditures at Current Prices

Avarage rate
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Gross Domestic Product by production approach with chain volume index (2009=100) increased by 0.9% in
2019 compared to the previous year.

Cumulatively, as of the end of Q4, it increased by 6% compared to the same period of the previous year as the
chain volume index (2009=100)

Source: TurkStat
*Chain Volume Index (2009=100)
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In CPI (2003=100), there was an increase of 0.57% in March 2020 compared to the previous month, 11.86%

compared to the same month of the previous year, 2.29% compared to December 2019 and 13.33% on the
average of 12 months.

Source: TurkStat
*Change according to the same month of the previous year
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Foreign Direct Investment Inflow
Foreign Direct Investment (million USD)
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u D] ® DI in Real Estate

At the end of February 2020, net foreign direct investment inflow (actual inflow) was realized as US$ 1.450 million.

Compared to the investment inflow of US$ 1.552 million in the same period of 2018, a 6.6% decrease was seen in 2020.

Source: The Ministry of Treasury and Finance
*End of 2020 February

Foreign Direct Investment (million USD)
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Source: The Ministry of Treasury and Finance
*End of 2019 - 2020 / February

Age 15+ Unemployment*

Nov'18 Dec'18 Jan'19 Feb’19 Mar19 Apr1i9 May19 Jun’19 Jul’19 Aug’19 Sep'19 O0ct’19 Nov'19 Dec'19 Jan’20
12,30 | 13,50 | 14,70 | 14,70 | 14,10 | 13,00 | 12,80 | 13,00 | 13,90 | 14,00 | 13,80 | 13,40 | 13,30 | 13,70 | 13,80

The number of unemployed of aged 15 and above in overall Turkey in January 2020 decreased by 306 thousand
compared to the same period of the previous year and fell to 4 million 362 thousand. The unemployment rate fell to 13.8%
with 0.9 points decrease.

Source: TurkStat
*Labour Force Status (Seasonally-adjusted)
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Annual Average
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Source: TurkStat
*Labour Force Status (Seasonally-adjusted)

Population Growth in Major Cities (thousand)

2015 2016 2017 2018 2019

The population of istanbul increased

Istanbul 14.657 14.804 15.029 15.068 15.519 by 451 thousand 543 compared to
Ankara 5.271 5.347 5.445 5.504 5.639 the previous year and was recorded
Izmir 4.168 4.224 4.279 4.321 4.367 as 15.519.267. Population growth in
B » 843 5 901 0936 » 995 3,056 metropolitans indicates that the demand
ursa : : : : : for the housing sector will continue to
Antalya 2.288 2.329 2.364 2.426 2.512 increase.

Source: TurkStat

Population by Age Group and Gender, 2019
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The active population rate of 15-64 ages (working age population) in our country increased to 67.8% in 2019.

The share of the population aged 65 and over in the total population rose to 9.1% from 7.1%.

Source: TurkStat
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Expectation and Confidence Index
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Share of Construction Received from the GDP by

Production Approach at Current Prices

Share in GDP (%) — grow rate — ( on Annual Basis)
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The construction sector’s share of GDP with production method at current prices on annual basis was 5.4% as of the

end of 2019. During the same period, while the construction sector regressed by 13.2%, the growth rate of real estate
activities was 13.1%. GDP, on the other hand, increased by 14.9% and reached TRY 4 trillion 280 billion 381 million.

Source: TurkStat

Main Economic Data




Share of Construction Received from the GDP by

Production Approach at Current Prices

Share in GDP on Quarter Basis (%)
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Source: TurkStat

Growth on Quarter Basis (%)*

40 31,7

30 218 26,5 23,1
17,2 ’ 1817 16,5
20 2149 13,9 139140 : 114

v =B nll- ] O -

-10 2015 2016 2017 2018

- -10,7_14’0 -10 o

-26.9

N

8

Q1 mQ2 mQ3 uQ4

Source: TurkStat
*Comparison with the same period of the previous year.

Construction Sector - National Income Growth Figures Comparison (%)*
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Source: TurkStat
*Comparison with the same period of the previous year.
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2020 Q1 Housing Sales
Increased By 33% To 341.038

In 2020 Q1, housing sales increased by 33% compared
to the same period of the previous year and recorded
as 341.038. The continuation of decline in housing
loan interest rates, which started in August 2019, also
in the first quarter of the year affected the housing
sales positively, and the actual rate of return of housing
prices turned into positive again as of January, after 29
months. However, the housing demand has started to
lose momentum as of March 11, the date of the first
confirmed case of the COVID-19 in our country.

In 2020 Qf1, first-hand sales decreased by 0.4% and
second-hand sales increased by 57.2% compared to
the same period of the previous year. The ratio of first-
hand sales to total sales fell to 31.5% on a quarterly
basis, which has been the lowest level since the data
set started to be published. While mortgage sales
increased by 238.6% compared to the same period
of the previous year, with the decline in housing loan

interest rates, other sales fell by 3.0% on quarter basis,
close to the level of the previous year.

Together with the decline in housing loan interest rates,
the increase in demand with the effect of accumulated
demand and the slowdown in the new stock addition
reflected positively in the housing prices in the first
quarter. The annual increase in the housing price index
increased from 3.56% in February 2019 to 13.94% in
February 2020.

The increase in housing sales to foreigners in the
previous year has decelerated, and an increase of
around 13.8% was recorded compared to the same
period of the previous year. Its share in total sales was
recorded as 3.2% in the first quarter. In housing sales to
foreigners in Q1, Istanbul ranked first with 49.1% share
and Antalya ranked second with 19.6%.

Housing
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Building Permits Statistics and Percantage Changes

Year Housing Stock

Rate of
Change

The building permits granted by the municipalities decreased by 48.3%
on the basis of number of buildings, 52.4% on the basis of area, 43.8%
2013 24.803.909 : on the basis of value and 53.9% on the basis of number of apartments,
in 2019 compared to the previous year.

2014 28.252.598 14%

The occupancy permits granted by the municipalities decreased by 26.6%
on the basis of number of buildings, 14.5% on the basis of area and

2016 29.340.118 29, 17.8% on t_he basis of _number of apartments, but it i_ncreased 0.2%

on the basis of value, in 2019 compared to the previous year.

2015 28.727.506 2%

2017 32.802.435 12%
2018 35.040.843 7% Source: TurkStat
2019 38.801.537 11%

Surface Area (million m?)

60 54,5
49,0 52,6
50 45,4 45,2
40,9 39,3 39,8 39,9 37,7
40 32,0 31,1 28.9 30,0
30 ’ 24,9
19,7

20 115 14,5
° Il =i »

0 - L - - - - - - -

Q417 Q118 Q2’18 Q3’18 Q418 Q119 Q219 Q319 Q419

® Construction permits ® Occupancy Permits
Source: TurkStat

Number of Flats (thousands)

300 280,0
o 257,5 s 250.5
oo 1987 207,5 ' "202,3 203,8 189,8
165,1 145,8 148,2
150 140,9 138,2 82 e g
100 77.0
. ] L]
Q417 Q1’18 Q2’18 Q318 Q418 Q119 Q219 Q319 Q419

m Construction permits = Occupancy Permits

Source: TurkStat




Housing Sales on Quarterly Basis (number)

Share of Mortgage Sales

Secosn:I :I S 'sl'glt:; Mo;g:ged in Total H?;:;.ing Sales
Q1’16 139.860 163.604 303.464 95.861 31,6
Q2’16 152.305 175.030 327.335 105.223 32,1
Q3’16 142.585 162.427 305.012 102.297 33,5
Q4'16 196.936 208.706 405.642 146.127 36,0
2016 Total 631.686 709.767 1.341.453 449.508 33,5
Q117 145.826 179.954 325.780 125.093 38,4
Q2'17 150.397 178.186 328.583 120.282 36,6
Q3’17 180.466 195.899 376.365 117.852 31,3
Q417 183.009 195.577 378.586 109.872 29,0
2017 Total 659.698 749.616 1.409.314 473.099 33,6
Q1'18 138.777 165.100 303.877 89.380 Y
Q2'18 160.100 182.055 342.155 112.425 32,9
Q3’18 167.198 189.161 356.359 54.478 15,3
Q4'18 185.497 187.510 373.007 20.537 5,5
2018 Total 651.572 723.826 1.375.398 276.820 20,1
Q1'19 107.859 148.574 256.433 38.189 14,9
Q2'19 98.295 151.068 249.363 44.696 17,9
Q3'19 130.958 228.719 359.677 105.023 29,2
Q4'19 174.570 308.686 483.256 144.600 29,9
2019 Total 511.682 837.047 1.348.729 332.508 24,7
Q1'20 107.432 233.606 341.038 129.299 37,9

Housing sales in Turkey increased by 3.4% in March 2020 compared to the same month of the previous year

and was recorded as 108.670.

Source: TurkStat
First Sale: The first sale of a housing by producer or by people making an agreement with the producer in return for a flat.
Second hand sale: Resale of the housing by the person obtaining the house from first sale.




Housing Sales on Annualy Basis (number)
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m First Sale (number) ® Second Hand Sales (number)

In March 2020, there was a 22.8% decrease in the first-hand housing sales compared to the same month of the

previous year and it reached 34.089. The second-hand sales increased by 22.5% in March 2020 compared to the
same month of the previous year and it reached 74.581.

Source: TurkStat

First Sale: The first sale of a housing by producer or by people making an agreement with the producer in return for a flat.
Second hand sale: Resale of the housing by the person obtaining the house from first sale.

Mortgage Housing Sales

<
N~
250.000 S
S
[aN]
200.000 3 = o~
D po ~
4 [ce]
< § e o 3
© © 3 — A > — ~ 2
150.000 S _ — 2 sy - © - S
. o o — o
o ~ ™ —
N~ 3 = 2 < S - - o =
o Q2 — © — —
100.000 & o < = rs = _ -
. N N~ ™ co — s N~ N~ ™ »
= b ) N~ = > o Q 2 &
S = © © = & 3 o S i o o
<t .
< < < <
50.000 ~ 3 N N > ) S =)
e © N N < ™ I3}
-1 . =1 -0.11

Jan'19  Feb’19 Mar19 Apr19 May’'19 Jun19 Jul19 Aug19 Sep’19 Oct'19 Nov'19 Dec’19 Jan’20 Feb’20 Mar20
= Mortgage Housing Sales (qty) = Total

Mortgaged sales increased by 90.4% in March 2020 compared to the same month of the previous year and

reached 43.329. The share of mortgaged sales in total sales was recorded as 39.9%.

Source: TurkStat




Housing Price Indexes (Country-wide)

REIDIN GYODER New Home Price Index (January 2010=100)*

1938 Index Value: Monthly Nominal
200 173,7 180,1 184,3 ’ December 2020 Change (%)

150 193,8 0,62%
100
Annual Nominal Nominal Change According
50 Change (%) to Start Period
0 5,15% 93,80%
Mar17 Mar’'18 Mar’'19 Mar’20

REIDIN Turkey Residential Property Price Index (January 2012=100)**

Index Value: Monthly Nominal
300 251,7 December 2020 Change (%)
250 219,7 228,8

197,6

200 251,7 0,28%
150
100 Annual Nominal Nominal Change According
50 Change (%) to Start Period
0 o e o e 10,01% 151,70%
Mar17 Mar’18 Mar’19 Mar’20

REIDIN Residential Rent Value Index (Ocak 2012=100)**

250 220.2 Index Value: Monthly Nominal
188,9 198,2 December 2020 Change (%)
200 175,4 ’

150 220,2 0,36%
100 : . :
Annual Nominal Nominal Change According
50 Change (%) to Start Period
0
Mar’17 Mar’18 Mar’19 Mar’20 11,10% 120,20%

According to the REIDIN-GYODER New Housing Price Index, there was a price increase of 0.62% in March 2020

compared to the previous month and of 5.15% compared to the same period of the previous year.

Source: REIDIN
*REIDIN-GYODER New Home Price Index is calculated on 70 projects and with a monthly average number of 22.500 properties presented by 34 developers.
**REIDIN Turkey Residential Property Price Index (81 province average)




REIDIN Home Return on Investment Time (Year)™**
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® REIDIN Housing Investment Return Duration (Year)
Source: REIDIN

*REIDIN Turkey Residential Property Price Index (81 province average)

Real Estate Purchasing Power Index (120-Month Term Loan)
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—8— TR-81 Real Estate Purchasing Power Index (120-Month Term Loan)

Housing Purchasing Power Index Turkey average increased by 2.4% compared to the previous quarter and by

44.6% compared to the same quarter of the previous year and was recorded as 136 in 2020 Q1.

*It is an important economic indicator that measures whether a family lives in any 81 cities of Turkey with an average income can
own a house by using a 120-month term housing loan or not. The index values of 100 and above indicate that one can own a

house by using a 120-month term loan with the existing interest rate; values below 100 indicate that a family cannot own a house
by using a housing loan under current financial terms.

Source: REIDIN

Housing




Real Estate Confidence Index
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Real Estate Price Expectation Index
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Source: REIDIN
*Rate of Increase given according to previous quarter

The Confidence Index was measured as 33.3 in the second quarter of 2020 and the average of the recent one

year was announced as 82.3. The Price Expectation Index was measured as 61 in the same period and the
average of the recent one year was announced as 98.5.




Branded Housing Projects Indicators T I —
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Number of House Sales to Foreigners in Turkey

Q1 Q2 Q3 Q4
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The number of housing sales to foreigners was recorded as 10.948 as of the end of 2020 Q1, with an increase of

13.8% compared to the same period of the previous year.

Source: TurkStat




Top 10 Cities Preferred by Foreigners for Housing Purchase

In 2020 Q1, the most
preferred province by
foreigners in real estate
investments was Konya.
When we examine all kinds
of real estate investments of
foreigners made in Turkey
in 2019 and 2020, 59.9%
increase was recorded in
2020 Q1 on the basis of
area compared to the same
period of 2019, while 34.6%
increase in the number of
transactions.

Q1°20 Q119
: : Surface Area Surface Area
Q1°20 Ranking First 10 Total Number Total Number
(Q1°19 Ranking) Cities per T?::)Stock of Transactions per T(ztr:!)Stock of Transactions
1(-) Konya 661.324 56 6.233 70
23) 1 Manisa 639.822 48 175.179 23
3(1) \l, Istanbul 322.901 6.297 325.623 4.561
4(5) ’]\ Antalya 243.497 2.762 152.013 2.065
5(-) Edirne 153.669 57 1.336 37
69) T Sakarya 150.328 262 68.713 237
7() Denizli 84.704 37 711 6
8(7) Mugla 76.581 265 98.413 212
9(-) Aksaray 76.048 11 2.128 6
10(10) Bursa 69.609 462 66.418 521
-(2 Diyarbakir 324 4 228.425 4
) y
- (4) Canakkale 41.159 16 169.874 3
- (6) Eskisehir 12.192 86 123.966 79
-(8) Ankara 61.730 822 81.026 601
Other 441.309 2.423 398.635 1.695

Source: General Directorate of Land Registers Department of Foreign Affairs
*Figures include all real estate sales.




Top Ten Countries Preferring to Purchase Housing from Turkey*

When we examine all kinds
of real estate investments of
foreigners made in Turkey,
we observe that Palestine,
Dominika, Afghanistan and

the U.S. took part in top 10
countries that preferred Turkey
in 2020 Q1, different from the
same period of 2019.

Q1'20 Q1'19
(e} ’?0 Rank?ng First 10_ S:ountries pi:‘rTf:; T g:gzk Total Number pz:"Tf:t(;\ ? g:gca:k jots ':'f"mber
(Q1°19 Ranking) Citizen (m?) of Transactions m) Transactions
1(5) ’]\ Jordan 534.805 370 101.086 399
2(-) Palestine 295.305 307 21.588 221
3(1) 4 Saudi Arabia 295.127 274 326.407 372
4 (-) Dominika 231.449 13 1.502 19
52) Iraq 195.947 2.341 247.036 1.911
6(7) 1 Qatar 190.876 143 74.886 191
7(-) Afghanistan 143.244 875 31.883 553
8(4) | Egypt 138.226 282 137.359 227
9 (10) 'I‘ Iranian 125.543 2.405 55.939 994
10 (-) United States of America 101.794 140 11.733 157
-(3) Korea (South) 1.252 11 229.032 12
- (6) Germany 79.821 418 78.957 376
-(8) Kuwait 62.675 311 58.644 414
-(9) Israel 37.072 100 57.717 100
Other 602.063 5.591 464.925 4.142
Total 3.035.199 13.581 1.898.694 10.088
Gulf Countries 899.518 5.540 811.554 3.984
Rati_? of Gulf Countries in 30% 4% 43% 399%
otal Investments

Source: General Directorate of Land Registers Department of Foreign Affairs
*Figures include all real estate sales.
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As Of The End Of March 2020, Housing Loan
Volume Recorded As Try 211 Billion

The downward trend in housing loan interest rates that
started in July 2019 continued until the end of May 2020.
The housing loan interest rate, realized as 1.65% at the
beginning of July 2019, fell to the level of 0.9% in May
2020. The annual interest rate that was 21.65% at the
beginning of July fell by 10.2 points to 11.38% at the
beginning of May 2020.

At the end of March 2020, the volume of housing loans
was recorded as TRY 211 billion. While the share of
public deposit banks in total housing loan volume was
49.6% in March 2019, it rose to 56.93% in March 2020.
The share of domestic private and foreign deposit banks
was on the decline in March 2020 compared to the

same period of the previous year. While the ratio of non-
performing housing loans to total housing loans was
on an upward trend as of the beginning of September
2018, the downtrend started as of October 2019, and it
was realized as 0.55% as of the end of March 2020.

Total consumer loans were at the level of TRY 510.6
billion in March. The share of housing loans in total
consumer loans, which was 45.7% in March 2019,
dropped to 41.3% with 4.4 point decrease as of March
2020. While the total loans were recorded at an amount
of TRY 2.89 trillion, the share of personal loans in total
loans was 21.6%. This rate was around 20.2% in March
2019.

Housing Loans
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Mortgage Extension

Period

Q117 Q2'17 Q317 Q4'17 Q1'18 Q2’18 Q3’18 Q4’18 Q1’19 Q2’19 Q3’19

Total Credit Extension
(million TRY)

18.815

17.790

16.343

15.501

12.713

17.303

7.368

1.837

5.920

6.790

18.216

Credit Extension
Figure (number)

134.212

125.085

123.674

112.592

90.788

119.714

54.734

16.637

42.379

46.789

113.120

Average Mortgage Loan Amount (thousand TRY)

100

50

Q117 Q217

The amount of housing loans used in the third quarter of 2019 increased by 147% compared
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—8— Average Mortgage Loan Amount (thousand TRY/number)

to the same period of the previous year and reached TRY 18.216 million. The average loan
amount provided in 2019 Q3 was recorded as TRY 161.000.

Source: The Banks Association of Turkey

Mortgage Loan - Total Consumer Credits Comparison
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the same month of the previous year and was recorded as 33.8%.

Source: Banking Regulation And Supervison Agency
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Mortgage Loan Interest Rate (%)
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—8— Monthly Interest —8— Compound Interest

As of March 2020, monthly interest rate on housing loans was 0.90% and compound

annual interest rate was 11.41%.

Source: Central Bank of Turkey

Distribution of Mortgage Loan According to Banks

Distribution of Number of Sector MortDIaStg?.l:;:nvz:ume The total housing loan volume
Sector in General Banks Shares %bﬁlion TRY)* was around TRY 211 billion
141 million as of March 2020.
Total Banking
Sector 51 %100,0 211.141
Total Deposit
Banks 32 %92,5 195.323
Public Deposit
Mléng/ Banks 3 %56,9 120.196
SRSy 8 %20,8 43.978
Deposit Banks with
Foreign Partners 21 %14,8 31.150
Development and o
Investment Banks 13 70,0 1
Participation Banks 6 %7,5 15.817

Source: Banking Regulation And Supervison Agency
*The latest published data are the data of BDDK 2020 Fabruary.

**The number of participation banks increased to 6 with Tlirkiye Emlak Katiim Bankasi A.S. upon the official authorization
received on February 27, 2019.
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Mortgage Loan Stock and Non-performing Loan*
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m Total Stock (million TRY) = Total Loans Under Supervision (million TRY) = Ratio of Non-Performing Loans to Total Stock (%)

The share of nonperforming loans in total housing loans was

recorded as 0.55% as of March 2020.

Source: Banking Regulation And Supervison Agency
*Cumulative total of Mortgage Loan Stock and Non-performing Loan

Housing Loans




Top 10 Cities Used Housing Loans
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As of the end of 2020 Q1, Istanbul was the city where the housing loans are mostly used in total housing

loans with 29.2%. Istanbul was followed by Ankara with 11.7% and Izmir with 7.7%.

Source: BRSA-FinTtirk
*End of 2020 Q1
**Cumulative total of Mortgage Loan Stock and Non-performing Loan
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The Leasing Transactions, Realized Nearly
As 90.863 m?, Increased By 39.62%
Compared To The Previous Quarter

In the last quarter of 2019, Turkey’s economy grew by
6% growth compared to the same period of the previous
year, however a substantial decrease was recorded in
financial and real sector confidence indices in March
2020, compared to the previous quarter, with the effect
of the COVID-19 pandemic, and the global outbreak
sweeping across the world causes extreme uncertainty
in growth projections. However, the seasonally adjusted
unemployment rate continued its decline during the last
quarter, reaching 12.6% in January 2020. On the other
hand, while the annual inflation rate was recorded as
11.86% in March, the year-end inflation is expected to
drop with the fall in energy prices. Yet, besides the effects
of the COVID-19 pandemic, the ongoing exchange rate
fluctuations will have an impact on office leasing and
investment activities.

The overall supply in the Istanbul office market
remained at the same level as 6.46 million m2. The lease
transactions realized in the first quarter were recorded
as 90.863 m? and increased by 39.62% and 6.48%,
respectively, compared to the previous quarter and the
same period of the previous year. With the completion
of ongoing leasing transactions, the demand for leasing
gained a significant momentum in the first quarter of the
year.

In the first quarter, 46.13% of the contracts on the
basis of square meter were made at the Anatolian
side, decreasing significantly compared to the previous
quarter, 21.21% at the Central Business Area (MIA) and
32.66% at the European side other than the Central
Business Area (MIA), with a noteworthy increase

compared to the first half of the previous year. It took
place on the European side, except for the CBD. At the
end of Q1, the vacancy rate was recorded as 24.1%,
with a slight decrease.

While there were no high-volume office investment
transactions in the first quarter of the year due to the
pandemic, the investment activities are expected to step
up again in the short and medium term with repricing.

The pandemic started to show its affects in Turkey
towards the end of the first quarter. This has led to
some changes in the work order and work from home
discipline was considerably tested by companies. As a
consequence, the workplaces that are the driving force
of the office market will be flexible office areas focusing
on employee health and safety in the coming period.
In addition, strategies for workplace optimization will
shape office demands in the long run. Smart office
and buildings will also be restructured with advanced
technology and automation applications since the
social distancing measures will be widely in effect. The
momentum gained in the leasing demand in Q1 with the
completion of ongoing leasing transactions is expected
to slow down in the coming period with the effect of
the COVID-19 pandemic and substantial fluctuations
in exchange rates. In this context, the pressure on the
landlord is expected to increase and the environment
in favor of the tenant will continue in the medium term.
Investment activities in the office market are expected
to revive soon with opportunistic buyers, following the
repricing of real estates for sale.

Office and Commercial Real Estate




Istanbul Office Market by Regions

Q1’19 Q4’19 Q1’20
European Stock V Prime Rent Stock Prime Rent Stock V Prime Rent

P (thousand Ratca”:/’y @/mY  (thousand ;{/aca”;y ($/mY  (thousand Ratca”:/’y (S/me/

Side m?) ate (%) month) m?) ate (%) month) m?) ate (%) month)
Levent - Etiler 867 18,2 32 881 19,5 32 881 18,2 32
Maslak 862 22,8 19 891 23,4 19 891 18,8 19
Z.Kuyu - Sigli Line 498 17,0 19 539 14,6 19 539 14,5 19
Vel i) e 184 33,6 13 187 31,8 13 187 23,1 13

surrounding area

Kagithane 292 30,9 13 302 43,7 13 302 443 13
Begiktas™* 103 16,2 13 103 11,7 13 103 11,6 13
Western Istanbul** 825 6,9 10 829 6,2 10 829 5,8 10
Cendere - Seyrantepe 422 735 13 422 75,9 13 422 75,8 13

Anatolian (O, Ve TUECT ey Vaoaney TRRT g Yooy TR
Side m2) Rate (%) month) m2) Rate (%) month) m2) Rate (%) month)
Kavacik 105 26,6 13 105 29,4 13 105 23,1 13

Umraniye 751 16,0 17 753 14,6 15 753 13,1 15
Altunizade 84 29,7 17 84 30,5 15 84 30,5 15
Kozyatagi™** 758 34,0 22 789 34,4 22 789 32,1 22
Eastern Istanbul**** 579 29,8 9 583 28,5 9 583 33,9 9

In 2020 Q1, the general supply was 6.46 million m?, remained at the same level as in the previous quarter. The
leasing transactions were recorded as 90.863 m?. In the leasing transactions realized in this quarter, there was an

increase of 39.62% compared to the previous quarter and 6.48% compared to the same period of the previous

year.

Source: Office data were prepared by Cushman&Wakefield specifically for GYODER.
*Covers Nisantasi-Akaretler-Barbaros-Macka-Tesvikiye

“*Covers Glinegli-Yenibosna-Bakirkdy-Ikitelli

“** Covers Igerenkéy-Géztepe-Atasehir

**** Covers Kliglikyali-Maltepe-Kartal-Pendik

Office and Commercial Real Estate




. Mia/CBD
@ Mia Disi Avrupa /Non-CBD Europe
~ Asya /Asia

REPRDT
ELUPEY MAR OTOYOLU

(T

Source: EVA Real Estate Appraisal Consultancy

Leasing

Total Occurring Take-up Transactions
(thousand m?)

Prime Rent (USD/m?month)
Prime Yield (%)

Stock Vacancy Rate (%)

The total leasing
transaction in 2019 Q3
was 90.863 m? and

the vacancy rate was
recorded as 24.1% in
total.

*It is the average of the rental values in the highest quarter segment excluding extreme values within the actual leasing transactions.

Office - Current and Future Stock Information

8.000
6.330
6.000
4.000
2.304
2.000 > .
el
0 —
Q119

m Total Stock (thousand m?)

6.460 6.460

2.203 2.203
< <
) 0
‘il ‘ol
Q419 Q120

m Future Supply (Under construction, thousand m?)

m Green building Certificate Office Stock (thousand m?)

Source: Office data were prepared by Cushman& Wakefield specifically for GYODER.
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Commercial Real Estate Price Index (Overall Turkey)

Commercial Real Shop and Store Office Average
Estate Average Unit Average Unit Sale Unit Sale Price
Sale Price (TRY/m?) Price (TRY/m?) (TRY/m?)

Istanbul 6.575 6.399 6.376
Izmir 5.154 5.277 5.035
Bursa 3.681 3.767 3.599
Antalya 3.752 3.926 3.163
Ankara 3.654 3.737 3.156
Kocaeli 3.346 3.443 3.386
Adana 3.040 3.599 2.497

Source: Endeksa

Endeksa Commercial Real Estate Price Index
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Endeksa Commercial Real Estate Price Index (January 2014=100)*
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Source: Endeksa

136,97

Mar’'18

149,15

Mar’19

149,95

Mar’20

Index Value:
March 2020

149,95

Annual Nominal
Change (%)

0,53%

Monthly Nominal

Change (%)
0,98%

Nominal Change According
to Start Period

49,95%

Turkey Commercial Property Index was recorded at the level of 149.95 points as of the end of March 2020. The index

increased by 0.80 points compared to the same month of the previous year, rising by 1.45 points on monthly basis.
Starting from 146.97 points in 2020, the index increased by 1.30 points in 12-month period.
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Transition to TRY Challenges the
Shopping Malls

In accordance with the Law on the Protection of the
Value of Turkish Currency adopted by the Presidency
upon the fluctuations of the currency exchange rates in
August, the rental contracts were converted into Turkish
Lira (TRY) from foreign currencies. In addition to the
rental contracts being converted into TRY, due to the
considerableincreaseinthe energy andlaborcosts,itwas
witnessed that the costs of the shopping mall investors
increased in a higher rate than their incomes. The fact
that the rentals, operating expenses and overhead
costs increase according to the CPl/Inflation for retailers
and the turnovers do not increase satisfactorily is one
of the important problems and this may pose a risk for
in terms of sustainability. Some retailers have started to
adopt a decision for the closure of unsatisfactory stores
more aggressively by setting specific ‘turnover/rental’
targets. At this point, turnovers should be carefully
analyzed and projected by both retailers and shopping
mall investors. Monitoring turnover is important for
retailers to check the turnover/(rental + common area
expenses) balance, while for shopping mall investors
to measure the productivity on the basis of turnover
rent difference, m? and category upon shifting to TRY.
Besides, in terms of sustainability, this process enables
the retailers to determine unproductive stores and
shopping mall investors to make necessary operational
interventions for the risky category/stores. At this point,
in order to determine the impact of Communiqué no

32 on shopping mall investors and tenants, the fierce
competition amongst E-commerce that has been rapidly
increasing recently, existing shopping mall competitors,
shopping malls under construction and shopping
streets should be taken into account. The positions and
attempts of foreign funds having shopping malls in the
sector and foreign-invested retailers, especially in 2019,
should be closely monitored. At this stage, it will not be
wrong to say that it will be a difficult year for shopping
mall investors that are unable to generate income at the
current exchange rate and achieve a foreign currency
debt restructuring with the transition to TRY during the
process in which banks/financial institutions carry out
the lending process over the foreign exchange indexed
contract revenues of the shopping malls.

The total number of shopping malls in overall Turkey as
of the end of November 2019 was 454.

The cities with the highest number of shopping malls
are respectively; istanbul with 147, Ankara with 39 and
izmir with 28. The total leasable stock is 13 million 508
thousand m2. When examined in terms of leasable area,
istanbul constitutes approximately 39% of the total
leasable area stock. In Turkey, the average leasable
area per 1.000 people is 162 m=2.

Shopping Malls
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Growth of Shopping Mall in Turkey

GLA* Volume and Number of Shopping Malls according to Cities

Ardahan

Bartin
®
00, © Rize
Ordu® @ o
2 Giresun Kars

.
7 2 Kastamonu
‘12 i
Diizce,
@®
2 ® Bagu
Glimtishane
Bi

" *1
“ '| Tug:eli il
@ 1 Mus
—
®
a  Ela @ Bitlis
1 @t"‘a" ®siit
lyaman .
Q hramanmaras 1 ® 1 1 5 @© Hakkari
Burdur o Vandin
®

zI§ 2
3 Sirnak
s]naniy“ @ 2
® Sanlurfa
@ Kilis

Igdir ®

151 +

[ |
B 101-150m?
[ |

_ 2
Source: EVA Real Estate Appraisal Consultancy 51-100m

*Shopping mall area per 1,000 persons as of the end of Novemver 2019

Shopping Malls Opened by Years and GLA
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As of the end of November 2019, the total number of shopping malls was 454 and the total leasable area stock reached
13 million 508 thousand m?. istanbul constitutes approximately 39% of the total leasable area stock. In overall Turkey,
the leasable area per 1.000 people is 162 m?.

Source: EVA Real Estate Appraisal Consultancy

Shopping Mall definition: Leasable area over 5.000 ¥, at least 15 independent sections organized shopping areas that create synergy with centralized and
common management approach

*End of 2019 November
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Revenue Index Turkey in General
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The turnover index increased by 27.3% and reached 340 points in January 2020 compared to the same month of the

previous year (not inflation-adjusted).

Source: Council of Shopping Centers Turkey

Number of Visitors Index
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When the January 2020 data is compared with the same period of the previous year, it is observed that the Visitor

Index decreased by 1.9%.

Source: Council of Shopping Centers Turkey
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3.5 Million Tourists visited
our country in 2020 Q1

The expenditures of the 44.8 million tourists visiting
Turkey in 2019 indicate that an average spending
per capita was US$ 642. Considering the fact that
the aforesaid figure was at an average of US$ 682 in
2018 Qf1, it can be said that per capita expenditures
decreased in the last year.

According to the data obtained from the Ministry of
Culture and Tourism, the total number of foreign visitors
coming to Turkey was nearly 5.4 million in 2019 Qf1,
while it was 3.5 million in 2020 Q1.

56% of 3.5 million foreign tourists coming to Turkey
as of 2020 Q1 visited Istanbul, 9.4% came to Antalya
and 2.1% to Ankara. These three cities were followed
by izmir and Mugla with 1.7% and 0.1%, respectively.
When the number of tourists is compared with 2018
Q1, approximately 35% decrease is observed. It can
be said that the reason for this decline is because of
the suspended tourism activities due to the COVID-19
pandemic, which has been affecting all over the world.
When the number of the facilities with Operation
Certificates and Investment Certificates are examined,
it is seen that there are There are 4.088 facilities
holding operation certificates with a total capacity of 477
thousand rooms and 692 facilities holding investment
certificates with 82 thousand room capacity in overall
Turkey. In respect of the breakdown of the facilities with
operation certificates, Antalya is at the top of the list
with 801 facilities and a room capacity of 214 thousand,
followed by istanbul with 623 facilities and room capacity
of 62 thousand. Mugla has 404 facilities with operation
certificates with the room capacity of 51 thousand.

Considering the facilities with investment certificates,
the greatest share belongs to istanbul with 101 facilities
and 11 thousand rooms amongst 692 facilities which
will be included in the existing hotel supply in the near
future, and Antalya follows istanbul with 89 facilities and
19 thousand rooms. Mugla remains at the third rank
with 80 facilities and 9 thousand rooms.

The occupancy rate of facilities with operation certificates
in overall Turkey in 2018 was 58%. In 2019 in overall
Turkey, bed occupancy rate of facilities was recorded
as 59%. The city with the highest occupancy rate was
Antalya with 70% followed by istanbul and Mugla with
62% and 61%. Bed occupancy rates of izmir and Ankara
were nearly 54% and 42%, respectively. As of the first
2 months of 2020, the bed occupancy rate of facilities
holding operation certificates in overall Turkey was 37%.
The occupancy rates and prices of the hotels across
Turkey and Istanbul were affected severely due to the
regression in tourism in 2016. Although there was no
increase in falling prices in 2017 due to the depreciation
of the exchange rate, occupancy rates increased.
This indicated that the tourism influenced negatively
by the factors such as the agenda, terrorist incidents,
foreign affairs, etc. started to recover as from 2017. The
occupancy rate in overall Turkey exceeded 67% in 2019
and continued its rise started in 2017, and the occupancy
rate of istanbul was 74%. The average room price
during the same period across Turkey was EUR 77.49
and EUR 89.67 in istanbul. In 2020 Q1, the occupancy
rate across Turkey was 43.7% while in istanbul, it was
53.8%. The average room price in this period in overall
Turkey was EUR 38.28 and EUR 76.54 in istanbul.

Tourism And Hotel
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Tourism and Hotel Performance

Total Number of Foreign Visitors (million people)
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56% of 3.5 million foreign tourists coming to Turkey as of 2020 Q1 visited Istanbul, 9.4% came to Antalya and 2.1% to
Ankara. These three cities were followed by [zmir and Mugla with 1.7% and 0.1%, respectively. When the number of
tourists is compared with 2018 Q1, approximately 35% decrease is observed.

Source: Republic of Turkey Ministry of Culture and Tourism
*The Q1 data includes the period of January-February.

Number of Facilities with Investment and Operating Permits

With Operating Permit With Investment Permit There are 4.088 facilities holding operation

Facility Room Facility Room certificates with a total capacity of 477
Artal ] S © EE thousand rooms and 692 facilities holding
ntalya : : investment certificates with 82 thousand room
Mugla 404 50.961 80 9.557 capacity in overall Turkey.
Istanbul 623 62.456 101 10.764
Izmir 214 19.392 39 3.721
Ankara 183 14.206 11 874
Turkey 4.088 477.733 692 82.132
Source: Republic of Turkey Ministry of Culture and Tourism
*Updated on 08.04.20
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Total Tourists & Expenditures

Total Foreign Per Capita In 2019, per capita expenditure

made by nearly 44.47 million

el Tourist Expenditure ($)

foreign tourists coming to Turkey
e Ll I was recorded as US$ 642.
Q2'14 9.926.316 759
Q3'14 14.664.611 712
Q414 7.118.835 867
2014 35.850.286 775
Q115 4.314.332 884
Q2’15 9.637.458 691
Q3’15 14.761.540 670
Q4’15 6.878.830 737
2015 35.592.160 715
Q116 4.014.546 717
Q2'16 6.330.571 602
Q3'16 9.466.509 622
Q4'16 5.453.780 626
2016 25.265.406 633
Q117 3.772.293 637
Q217 7.675.032 570
Q317 13.770.308 634
Q417 6.861.894 687
2017 32.079.527 630
Q1'18 4.908.831 682
Q2'18 9.855.102 602
Q3'18 15.904.734 589
Q4'18 8.283.235 649
2018 38.951.902 617
Q1'19 5.460.380 678
Q2'19 11.499.211 607
Q319 18.438.139 623
Q4'19 9.315.240 702
2019 44.712.970 642

Source: TurkStat
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Hotel Occupancy Rate (%)* and Average Daily Rate (ADR)
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In 2019 in overall Turkey, bed occupancy rate of facilities was recorded as 59%. The city with the highest occupancy
rate was Antalya with 70% followed by Istanbul and Mugla with 62% and 61%. Bed occupancy rates of zmir and

Ankara were nearly 54% and 42%, respectively. As of the first 2 months of 2020, the bed occupancy rate of facilities
holding operation certificates in overall Turkey was 37%.

Source: Republic of Turkey Ministry of Culture and Tourism
*Occupancy values published by Ministry of Tourism show bed occupancy instead of room occupancy.

Tourism And Hotel




Turkey - Istanbul Yearly Room Occupancy (%)
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Source: STR Global
*Data of 2020 January - March.

Turkey - istanbul Yearly ADR (EUR)
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100 90,51, 95 7633 2,7 °0 77 49 7654
80 66,81 %/0.44
60 38, 28
40
20
0
2014 2015 2016 2017 2018 2019 2020

m Istanbul mTurkey

Source: STR Global
*Data of 2020 January - March.

As of 2020 Q1, the occupancy rate of the hotels in Turkey was 43.7%, while the occupancy rate was

53.8% for Istanbul. During this period, the average room price in Turkey was EUR 38.28, while in
istanbul it was EUR 76.54.

Tourism And Hotel




LOGISTICS |




According to the available data, there is a logistic
supply for commercial use of 6.46 million m? in the total
warehouse stock of 10.23 million m2 in the istanbul-
Kocaeli region, which is the primary logistics market. As
of 2020 Q1, there is a vacancy of 12.1%. The volume of
projects under construction was recorded nearly as 712
thousand m? and almost all of such projects appear to
be the logistics supply for commercial use.

The COVID-19 pandemic has created a significant
uncertainty in the performance of real estate investment

The Volume of Projects
under construction for Commercial Use
recorded nearly as 712 thousand m¢

market. Possible consequences of the humanitarian
tragedy emerged across Europe on economic activities
and all real estate sectors involve variations in terms of
its course, duration and scope. The economic and social
policies followed amid the pandemic have mitigating
effects depending on the market and the industry;
however it is still quite early to provide a quantitative and
qualitative assessment of the impact of the outbreak as
of March 31, which is our date of analysis.

Logistics




Logistics Total Area (A, B, C Class (thousand m?)

Istanbul Europe Istanbul Asia Kocaeli
6.000

5.000 1.400 1.400 1.400 1.400 1.400
524 524 524 524 524
4.000 376 376 376 376 376 i o0 o0
3.000
334 334 334 334 334
35 35 35 35 35
2.000 4.022 4.022 4.022 4.022 4.022 3.892 3.892 3.892 3.892 3.892
1.000 2312 2312 2312 2312 2312
0

Q1’19 Q219 Q319 Q419 Q120 Q1’19 Q219 Q319 Q419 Q120 Q119 Q219 Q319 Q419 Q120

m Existing Stock = Under Construction m Under Project

As of 2020 Q1, the current stock in istanbul and Kocaeli was recorded as 10 million 226.141 m2. While the project

stock was recorded as 2 million 257.040 n?, the stock under construction was 711.916 m?.

Source: Logistics data were prepared by Jones Lang Laselle specifically for GYODER.

Commercial Logistics Total Stock (A, B, C Class (thousand n¥))

Istanbul Europe Istanbul Asia Kocaeli
5.000

4.000 1.400 1.400 1.400 1.400 1.400
3.000
524 524 524 524 524
374 374 374 374 374
2.000 334 334 334 334 334
2.883 2.883 2.883 2.883 2.883
1.000 2111 2111 2111 2111 2111
1.464 1.464 1.464 1.464 1.464
0

Q119 Q219 Q319 Q419 Q120 Q119 Q219 Q319 Q419 Q120 Q119 Q219 Q319 Q419 Q120

m Existing Stock m Under Construction mUnder Project

As of 2020 Q1, the current commercial logistics stock in istanbul and Kocaeli was 6 million 457.579 m2. While the

project stock was recorded as 2 million 257.040 m?, the stock under construction was 691.916 m?°.

Source: Logistics data were prepared by Jones Lang Laselle specifically for GYODER.

Logistics




Total Leasing Transactions (thousand m?)
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No leasing transaction was recorded in Istanbul and Kocaeli as of the end of 2020 Q1.

Source: Logistics data were prepared by Jones Lang Laselle specifically for GYODER.

Free Space Ratio (%)
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As of 2020 Q1, 87.9% of the total stock was used in istanbul and Kocaeli. In the

same period of the previous year, this rate was 88.3%.

Source: Logistics data were prepared by Jones Lang Laselle specifically for GYODER.

Logistics







The Ratio Of Foreign Investors In 2020 Q1
Was 19.18% And The Ratio Of Institutional
Investors Was 51%, In Parallel With 2019

The REIT index started with a rapid rise in January of
2020 and closed January at the level of 45.000 with an
increase of over 10%. However, the decline that started
in the world stock markets with the effect of COVID-19
pandemic also had an impact on the REIT index and
led to a fall to the level of 33.000. Besides, due to the
depreciation of TRY against USD especially in the recent
period, the total volume of REITs reduced to USD 3.5
billion. While the ratio of foreign investors was 19.18%
in 2020 Q1, the ratio of institutional investors was 51%,
in parallel with 2019. The U.S., Netherlands, United
Kingdom, Virgin Islands (British) and Luxembourg are
amongst the top 5 foreign investors. It is noteworthy that
all investors among the top 10 countries are western
countries, except for Kuwait and Bahrain.

The COVID-19 pandemic affected all sectors and the
REIT sector was also negatively affected. Considering
the closed shopping malls, vacant offices due to work
from home measures, and the hotels that suspended
their services, the negative impact on REITs investing in
the commercial real estate sector is high and it indicates
that this process may be more troublesome with the
environment of heightened uncertainty. Even though the
mortgage sales reached 39% with the decline in interest
rates in the first 3 months of the year and a significant
increase was observed in housing sales, it is worth noting
that this trend will reverse with the April data and this will
affect the sector adversely. Considering the decreasing
household income due to COVID-19 outbreak, which

has turned into an economic crisis, possible increases
in inflation and interest rates due to the increase in the
value of exchange rate, and the continuation of social
distancing measures, it is worth mentioning that the
shopping mall turnover and the number of visitors, as
well as the hotel and office occupancy rates will remain
low even during the normalization process. With the
reflection of fall in oil prices on the purchasing power
of foreign investors investing in the housing sector and
the decline in the demand for travels, it should also be
noted that sales to foreigners will also decrease. These
negative conditions will lead REITs investing in this field
to review their investment and sales policies.

With all these negative conditions and scenarios though,
if the return to normal is relatively quicker, especially the
foreign investors may speedily restore their purchases in
our country with the increase in the value of exchange
rates and the fall in stock values. In this perspective,
even though the recovery of the real markets will take
a little longer, the REIT index and shares may offer
considerable opportunities to its investors in the medium
term. Reading the expectations and trends correctly
in our changing lives due to COVID-19 pandemic,
transforming the existing investments on this basis and
making new investment decisions considering these
trends will be the right steps for the future and will create
positive consequences.

Reit’s



BIST REIT Index Performance*
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—8— BIST100 Closing (TRY) —8— XGMYO Closing (TRY)

The REIT index closed its course at 33.384 at the end of the first quarter, which started at 45.146.

Source: BIST
*Index closing prices for the first day of every month were taken into consideration.

Number of REITs in BIST

2011 2012 2013 2014 2015

Free Float Rate

2011 2012 2013 2014 2015

4% | 38% | 51% | 5% | 5% | 51% | 50% 53% 53% 54%
Free Float Rate (Actual Circulation)

2011 2012 2013 2014 2015 2016
2% | 5% | 3% | 3% | 4% | 3% | 39% | 38% | 36% | 36%
Foreigner Transactions - Net Inflow Outflow (Million US$)

2011 2012 2013 2014 2015 2016 2017 2018 2019

-151,41 273,15 -210,40 142,56 -18,63 130,01 -143,63 -38,81 -82,44 -61,14

Source: Central Securities Depository Institution (CSD)

All data obtained from CSD




Market Values (Million TRY)

10.864 15.800 18.119 21.731 21.465 25.447 26.924 18.3684 27.777 23.039

Market Values (Million US$)

5.751 8.888 8.505 9.339 7.356 7.231 7.138 3.481 4.676 3.507

Transaction Volumes (Million)

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020-Q1
19.912 13.739 15.669 18.255 14.587 15.356 32.351 26.701 48.836 30.494
44.373 26.873 34.113 38.088 33.581 37.003 74.348 49.174 70.436 57.698

27.261 15.036 17.496 17.427 12.519 12.334 20.464 11.230 12.376 9.564

Transaction Volume Distribution on the basis of Citizenship

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020-01

9% 10% 16% 18% 22% 20% 14% 16% 1% 14%

91% 90% 84% 82% 78% 80% 86% 84% 89% 86%
Number of Investors on the basis of Citizenship (Qty)

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020-01

1.002 1.135 1.390 1.406 1.402 1.378 1.250 1.053 1.096 1.198

131.866 118.523 143.312 134.521 132.375 129.320 145.995 154.833 181.382 211.702
132.868 | 119.658 | 144.702 | 135.927 | 133.777 | 130.698 | 147.245 | 155.886 | 182.478 | 212.900

Market Values on Nationality Basis (Million TRY)

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020-01
1.500 2.715 3.673 4.875 4.601 5.618 5.040 3.045 3.184 2.371
3.174 3.252 5.595 6.452 6.619 7.453 8.554 6.648 11.512 9.990

4.674 5.967 9.268 11.328 11.221 13.071 13.594 9.693 14.696 12.361

Source: Central Securities Depository Institution (CSD)
All data obtained from CSD




Market Value Ratios on Nationality Basis

Years 2013 2014 2015 2016 2017 2018 2019 2020-01
Foreign 32% 46% 40% 43% 4% 43% 37% 31% 22% 19%
Local 68% 54% 60% 57% 59% 57% 63% 69% 78% 81%
Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

Corporate - Individual, Domestic - Foreign Investment

Distribution According to Market Values (Million TRY)

Foreign Individual 17 58 45
Foreign Fund 1.526 1.342 1.028
Foreign Corporate 1.502 1.785 1.298
Domestic Individual 4.041 7.038 6.011
Domestic Fund 262 522 417
Domestic Corporate 1.766 3.097 2.825
Domestic Investment Trust 522 778 689
Domestic Other 57 76 48
Total 9.693 14.696 12.361
2018 2019 2020-01
Foreign Individual 0,2% 0,4% 0,4%
Foreign Fund 15,7% 9,1% 8,3%
Foreign Corporate 15,5% 12,1% 10,5%
Domestic Individual 41,7% 47,9% 48,6%
Domestic Fund 2,7% 3,6% 3,4%
Domestic Corporate 18,2% 21,1% 22,9%
Domestic Investment Trust 5,4% 5,3% 5,6%
Domestic Other 0,6% 0,5% 0,4%
Total 100,0% 100,0% 100,0%
2018 2019 2020-01
Individual 41,9% 48,3% 49,0%
Corporate 58,1% 51,7% 51,0%
Total 100,0% 100,0% 100,0%




2011 212.722.896
2012 376.228.029
2013 310.765.097
2014 697.442.121
2015 733.393.223
2016 676.305.697
2017 446.770.341
2018 1.131.165.144
2019 821.766.278
2020 367.231.600
Total 5.773.790.425

Total Dividend Amount (TRY)

Share in the Total

Dividend
Akis REIT 465.257.570 8,06%
Akmerkez REIT 104.339.200,00 458.091.012 7,93%
Alarko REIT 40.572.000,00 113.482.631 1,97%
Ata REIT 701.701 0,01%
Atakule REIT 94.571.941 1,64%
Deniz REIT 1.014.804 0,02%
Emlak Konut REIT 2.303.279.179 39,89%
Halk REIT 94.634.464 1,64%
is REIT 345.634.625 5,99%
Marti REIT 5.708.206 0,10%
Mistral REIT 3.900.000 0,07%
Ozak REIT 115.173.964 1,99%
Peker REIT 41.663.331 0,72%
Panora REIT 56.202.000,00 293.650.038 5,09%
Reysag REIT 1.135.609 0,02%
Saf REIT 391.323.255 6,78%
Servet REIT 2.388.675 0,04%
Sinpags REIT 104.597.723 1,81%
Torunlar REIT 194.726.434 3,37%
Vakif REIT 3.901.123 0,07%
Yeni Gimat REIT 166.118.400,00 738.954.140 12,80%
Total 367.231.600 5.773.790.425 100%

*Total dividend amount between 2011 and 2019.




Top 10 Countries as per the Addresses of Foreign Investors

31.12.2019

United States of America 1.039.357.609
United Kingdom 727.741.216
The Netherlands 287.198.909
Italy 135.846.803
Bahrein 127.020.000
Luxemburg 122.427.930
Virjin Islands (England) 116.916.137
Kuwait 96.206.942
Jersey 74.218.682
Canada 50.972.422
31.03.2020

United States of America 874.048.151
The Netherlands 383.227.359
United Kingdom 317.967.096
Virjin Islands (England) 145.957.458
Luxemburg 122.296.231
Bahrein 101.790.000
Kuwait 76.265.456
Hungary 39.221.225
Canada 38.873.452
Ireland 34.617.556
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