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Daily Bulletin

IN TODAY’S DAILY

e Yunsa tender call begins today at price of TRY4.34 per share

e BRSA announced draft regulation reducing instalments to 3 months
for mobile phones prices higher than TRY3.5K

¢ Automotive Sector: Strong December light vehicle sales was
encouraging

MARKET SUMMARY

Local equities pointing to a lower open in line with global equities while
intensifying geopolitical tension that would keep risk assets on
defense. USD/TRY pair seen little changed in the early morning, just above
5.97 handle while macro agenda is silent for the day. Given worries over
potential retaliation from Iran, local equities likely to drift lower throughout
the day with supports at 113.1k - 112.6k and resistances at 114k - 114.8k
for BIST-100.

EVENTS CALENDAR

Date Period Data Last
7-Jan Budget Gudiance by Akbank

8-Jan Budget Gudiance by Garanti & Isbank

8-Jan Dec  Cash Budget Balance TRY7.9bn
10-Jan Oct Unemployment Rate 13.8%

COMPANY and SECTOR NEWS

Yunsa (YUNSA TI) announced tender call for floating shares on the BIST
commence today (January 6) at price of TRY4.34 per share and will be for a
period of 15 days ending on January 24. The Capital Markets Board gave
approval for the tender call on January 2. Majority shares of 57.88% in Yunsa
were acquired by Surmegoz Tekstil that prompted the tender call.

A new BRSA draft regulation reduces the number of monthly instalments for
mobile phones with a price tag of more than TRY3,500 to three, in order to
curtail imports. Once enacted the regulation will likely have some negative
impact on demand and so is negative for listed mobile phone distributors
Indeks Bilgisayar (INDES Tl), Datagate (DGATE Tl) and Teknosa (TKNSA TI).

Automotive Sector: According to data from Turkey’s Automotive
Distributors Association, total light vehicle (LV) registrations (passenger cars
plus light commercial vehicles) posted 16% y/y increase to 90.5k units (well
below 10y December average of 127k). Recall that Nov-Dec 2018 retail sales
were supported by tax cuts (VAT on CVs was pulled down to 1% from 18%,
the SCT on bulk of the PCS with engine sizes below 1,600cc was reduced by
15pt) and tailor made campaigns launched by companies to induce demand.
Hence, similar to what we had seen in November, we were anticipating a
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BIST 3/1/20 PERFORMARMCE {TRY)
Indices Close (TL) Daily YTD
BIST-100 113,684 -1.94% -0.65%
BIST-30 138,025 -1.89% -0.58%
BIST- Banks 157,181 -3.10% -1.87%
EQUITY MARKET DATA
BIST100 MCap (TRYmn) 780,177

Banks MCAP [TRYmn) 319,215
BIST100 Volume (TRYmn -3m avg) 8,761
BIST100 Aggregate Free Float 33.8%
MOMEY MARKET
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flat y/y performance. Nevertheless, December sales brought 4Q19 and full-year LV sales volume to 198k and 479k,
respectively denoting +26% and -23% y/y changes. Our take on December data is positive, particularly for Tofas and Ford
Otosan. Passenger car (PC) and LCV sales were up 16% and 17% y/y to 71k and 20k units, respectively. This brings 4Q19
volumes to 159k PCs and 39k LCVs; +28% and +16% y/y rise. Against the 46% y/y plunge in overall LV sales during the 8M19
period, the sector saw a V-shaped recovery in the remaining 4-months (+33%) thanks to improving consumer confidence and
easing loan rates.

- Tofas’ sales were up 54% in Dec to 18.9k units (+62% y/y 4Q19) driven by 57% jump in PC sales. PC market
share surged to 19.5% in Dec vs. 14.4% in Dec’18. We expect some normalization in Tofas’ PC market share and
recovery in its LCV market share in 2020.

- Ford Otosan’s total domestic sales were up 33% y/y to 10.1k units in Dec (+41% in 4Q19). Given Ford Otosan’s
focus on exports and its willingness to cede market share, if necessary, to support profitability, our take on the
monthly figures of the company is slightly positive.

- Dogus Otomotiv saw its total sales decline 15% y/y in Dec to 12.1k units (+20% in 4Q19), which we think is
related to insufficient stock levels to meet unprecedented demand recovery in 4Q19.

Valuations no longer warrant an Outperform rating for Tofas. We are raising our TP for Tofas to TRY27.00/share (prev.
TRY24.40/share) to reflect better than expected sales performance in the domestic market. However, the stock posted a 42%
nominal gain and outperformed BIST 100 index by 25% since our upgrade report dated 24 September. And at 2020F
EV/EBITDA of 5.6x, the stock is no longer offering a meaningful discount to its EM peers. Hence, we are cutting our rating for
Tofas to Neutral (prev. Outperform).
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DISCLAIMER

This research report is for distribution only under such circumstances as may be permitted by applicable laws. The information
and opinions in this report were prepared by AK INVESTMENT (Ak Yatirim Menkul Degerler A.S.) with information and data
obtained from public sources, which are believed to be trustworthy. However, this research report is not guaranteed to be a
complete statement or summary of any securities, markets, reports or developments referred to herein and, AK INVESTMENT
does not guarantee that the information contained herein is true, accurate, complete or unchangeable. The views of AK
INVESTMENT reflected in this document may change without notice. Investment information, recommendations and opinions
contained in this report are not under the scope of investment advisory services. Investment advisory services are provided by
authorized investment institutions to persons and entities privately by considering their risk and return preferences in
accordance with the investment advisory services framework agreement to be executed by and between authorized
investment institutions and clients, whereas the comments and advices included herein are of general nature. The statements
indicated in this report should not be construed as an offer, invitation or solicitation to sell or purchase any securities or other
instruments under any circumstances. This research report and any investment information, opinion and recommendation
contained herein have not been prepared based on and may not fit to specific investment objectives, financial situation,
investment goals, risk return preferences or particular needs of any specific recipient, and investments discussed or
recommended in this report may involve significant risks, may be illiquid and may not be suitable for all investors. Therefore
making an investment decision only by relying on the information given herein may not give results that fit your expectations.
Investors must make their own investment decisions considering the said circumstances and based on their specific investment
objectives and financial situation and obtaining independent specialized advice as may be necessary. In addition, AK
INVESTMENT research department produces various types of research including, but not limited to, fundamental analysis,
guantitative analysis, and trade ideas. Recommendations contained in one type of research product may differ from
recommendations contained in other types of research, whether as a result of differing time horizons, methodologies, or
otherwise. AK INVESTMENT is under no obligation to disclose or take account of this document when advising or dealing with
or on behalf of customers. Readers are thus advised to have the accuracy of the information contained confirmed before acting
by relying on such information and the readers shall bear the responsibility of the decisions taken by relying thereon. Neither
AK INVESTMENT nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error,
inaccuracy or incompleteness of fact or opinion in this research report or any losses or damages which may arise from the use
of this research report. Furthermore, the personnel and consultants of AK INVESTMENT shall not have any responsibility in any
case for direct or indirect damage caused by such information. Moreover, AK INVESTMENT shall not be held liable for any
damage to the hardware or software of the receiver caused by any viruses, detected transfer or any other technical reason in
case of the receipt of the reports via the internet or through e-mail.

Ak Investment Research Stock Rating Methodology

Our rating system aims to indicate a relative value and is therefore based on a graduated scale (Outperform, Neutral and
Underperform). While the BIST-100 (XU100) Index is treated as the point of reference when assigning our ratings, each analyst
also takes into account views towards stocks in relation to the sectors under coverage and the sector call relative to the market.
We also categorize the stocks in our coverage under two groups, principally in accordance with their liquidity (based on free-
float market capitalization and historical average daily trading volume) as small-cap stocks exhibit different risk/return
characteristics than more-liquid large-caps. In conjunction, the individual stock ratings reflect the expected return of the stock
relative to the broader market over the next 6 to 12 months. The expected performance equals to the sum of forecasted share
price appreciation and expected cash dividend income. It is a function of the near-term company fundamentals, the outlook
for the sector, the confidence in earnings projections and the company valuation, along with other factors. In light of this
expected return, the target price for a stock represents the value the analyst expects the stock to reach or sustain over a 12-
month horizon. However, this should be interpreted as a notional reference price and must be discounted by the stock’s cost
of equity to calculate the current fair price estimate.
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A key element of our rating system is the benchmarking of the 12-month expected return against the cost of equity. We apply
a required rate of return for each stock, calculated on the basis of our assumed risk-free rate and equity risk premium. A stock
is normally assigned an Outperform rating if the implied return over the next 12 months exceeds the required rate of return
(cost of equity) by at least 10 percentage points for our larger-cap stock coverage, or by 15 percentage points for the small-
cap group. As the average potential upside of the stocks in our coverage may be considerably higher or lower than the average
cost of equity, we also filter stocks according to their potential upside with respect to other stocks under coverage, with the
practical aim of attaching an Outperform rating to the top group (generally 30-50% of the companies under our coverage), a
Neutral rating for the next 40-50% and an Underperform rating to the lowest group (no less than 10%, and typically between
10-20% of the coverage group). The expected returns on some stocks may fall outside the range of the applicable rating
category, due to movements in market prices and other short-term volatility or trading patterns, or analyst discretion. While
temporary deviations from the specified ranges are permitted, they would subsequently become subject to review. Note too
that the analyst’s short-term view may occasionally diverge from the stock’s longer-term fundamental rating.

Outperform. An outperform rating conveys an expectation that the stock will outperform the BIST-100 Index (XU100) within
the next 6 to 12 months.

Neutral. A neutral rating would convey an expectation that the stock will perform broadly in line with the BIST-100 (XU100)
Total Return Index.

Underperform. An underperform rating conveys an expectation that the stock will yield a return below that of the BIST-100
(XU100) Total Return Index within the next 6- to 12-month period.

Not Rated (N/R). A not rated rating is assigned when the analyst does not have adequate conviction about the stock’s total
return relative to the BIST-100 (XU100) Total Return Index or to the average total return of the analyst’s industry coverage
universe, on a risk-adjusted basis, over the next 6 to 12 months.

Under Review (U/R). An under review rating is temporarily assigned when the analyst starts an appraisal process of the rating
for a potential revision, or the issuer has a significant material event with further information pending or to be announced.
This does not revise the previously published rating, but indicates that the analyst is actively reviewing the investment rating
or waiting for sufficient information to re-evaluate the analyst’s expectation of total return on equity.

Disclosure

AK INVESTMENT does and seeks to do business with companies covered in its research reports. AK INVESTMENT may rely on
information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or
affiliates of AK INVESTMENT. While the analyst will have endeavoured to be objective in the preparation of this report,
investors should be aware of any implications of such a relationship on the objectivity of the report, or unintended conflicts of
interest which may have arisen in its preparation. Investors should consider this report as only a single factor in making their
investment decision. AK INVESTMENT, any of its parents, subsidiaries or affiliates, agents, and/or their respective officers,
directors or employees may hold positions and at any time make purchases or sales as a principal or agent of the securities
referred to herein.

Analyst Certification

The analyst(s) listed on the cover page of this report certify that the views contained within this report accurately reflect their
own personal views regarding the securities and the issuers referred to therein. The analyst(s), employed by AK INVESTMENT
and named in this report, are not aware of any actual or material conflict of interest that may exist concerning any of the
companies mentioned here at the time of this certification, and have not and will not receive any compensation for providing
a specific recommendation or view in this report. AK INVESTMENT research reports are distributed internally only after they
are distributed to clients. Research analysts will not conduct any disclosure of research reports they are planning to publish
with any personnel outside the research department, except to legal and compliance personnel.

IMPORTANT DISCLOSURES FOR U.S. PERSONS
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This research report was prepared by Ak Yatirim Menkul Degerler A.S. (“AK INVESTMENT”), a company authorized to engage
in securities activities in Turkey. AK INVESTMENT is not a registered broker-dealer in the United States and, therefore, is not
subject to U.S. rules regarding the preparation of research reports and the independence of research analysts. This research
report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption from registration
provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial
instruments based on the information provided in this research report should do so only through Rosenblatt Securities Inc., 40
Wall Street 59th Floor, New York, NY 10005, a registered broker dealer in the United States. Under no circumstances should
any recipient of this research report effect any transaction to buy or sell securities or related financial instruments through AK
INVESTMENT. Rosenblatt Securities Inc. accepts responsibility for the contents of this research report, subject to the terms set
out below, to the extent that it is delivered to a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial
Industry Regulatory Authority (“FINRA”) and may not be an associated person of Rosenblatt Securities Inc. and, therefore, may
not be subject to applicable restrictions under FINRA Rules on communications with a subject company, public appearances
and trading securities held by a research analyst account.

Ownership and Material Conflicts of Interest

Rosenblatt Securities Inc. or its affiliates does not ‘beneficially own,” as determined in accordance with Section 13(d) of the
Exchange Act, 1% or more of any of the equity securities mentioned in the report. Rosenblatt Securities Inc., its affiliates and/or
their respective officers, directors or employees may have interests, or long or short positions, and may at any time make
purchases or sales as a principal or agent of the securities referred to herein. Rosenblatt Securities Inc. is not aware of any
material conflict of interest as of the date of this publication

Compensation and Investment Banking Activities

Rosenblatt Securities Inc. or any affiliate has not managed or co-managed a public offering of securities for the subject
company in the past 12 months, nor received compensation for investment banking services from the subject company in the
past 12 months, neither does it or any affiliate expect to receive, or intends to seek compensation for investment banking
services from the subject company in the next 3 months.

Additional Disclosures

This research report is for distribution only under such circumstances as may be permitted by applicable law. This research
report has no regard to the specific investment objectives, financial situation or particular needs of any specific recipient, even
if sent only to a single recipient. This research report is not guaranteed to be a complete statement or summary of any
securities, markets, reports or developments referred to in this research report. Neither AK INVESTMENT nor any of its
directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or incompleteness
of fact or opinion in this research report or lack of care in this research report’s preparation or publication, or any losses or
damages which may arise from the use of this research report.

AK INVESTMENT may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas,
units, divisions, groups, or affiliates of AK INVESTMENT.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may
present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S.
Securities and Exchange Commission. Information on such non-U.S. securities or related financial instruments may be limited.
Foreign companies may not be subject to audit and reporting standards and regulatory requirements comparable to those in
effect within the United States.
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The value of any investment or income from any securities or related financial instruments discussed in this research report
denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse
effect on the value of or income from such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is
made by AK INVESTMENT with respect to future performance. Income from investments may fluctuate. The price or value of
the investments to which this research report relates, either directly or indirectly, may fall or rise against the interest of
investors. Any recommendation or opinion contained in this research report may become outdated as a consequence of
changes in the environment in which the issuer of the securities under analysis operates, in addition to changes in the estimates
and forecasts, assumptions and valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without
the prior consent of AK INVESTMENT and AK INVESTMENT accepts no liability whatsoever for the actions of third parties in
this respect.



