Turkish Markets Research / Macro and Equities

8 August 2018

Daily Bulletin
IN TODAY’S DAILY










Aselsan signs contract worth US$37.6mn + TRY214.9mn.
TAV Airports announced its passenger traffic performance for July 2018.
Teknosa posted 2Q18 net loss of TRY6mn in line with estimates.
Turkcell repurchased its Eurobonds with a nominal value of USD2mn at
an average price of US$91.5K.
Vakifbank posted TRY1,074mn net profit in 2Q18 in line with estimates.
Aviation Sector: Total number of pax handled by the Turkish airports
grew by 6.5% YoY in July 2018, roughly in line with our estimates.
Banking Sector: Dogus Group plans a new repayment plan for EUR2.3bn
bank debt.
Defense Sector: Executive Committee for Defense Industries discussed
projects worth TRY13.5bn; positive for Aselsan.
Albaraka Turk, Coca Cola Icecek, Kordsa and Petkim are expected to
announce their 2Q18 financial results today.

MARKET SUMMARY
BIST-100 managed to recoup its losses in yesterday's trading with 2.1% gain.
Today, the index is expected to start the day slightly positive parallel to the
constructive global mood. All eyes will be on the headlines to come out from
the meetings between US and Turkey delegations in Washington. This
morning, the US$/TRY is hovering above the 5.27 level. We are seeing the
supports at the 95.5k and 94.8k levels whereas resistances are at 96.68k
and 97.2k for the BIST-100 index.
EVENTS CALENDAR
Date
Period Data
Last
7-Aug
Jul
Cash Budget Balance
-TRY26.7bn
8-Aug
2Q18
Financial results: CCOLA, PETKM
Financial results: KORDS, AEFES, EKGYO,
9-Aug
2Q18
MGROS, ULKER, KOZAL, TUPRS, AYGAZ
10-Aug
Jun
Current Account Balance
-TRY5.89bn
COMPANY and SECTOR NEWS
Aselsan (ASELS TI) signed an agreement regarding the Digital
Communication Network Project, the settlement of which was disclosed on
June 6 with the Undersecretariat for Defense Industries, worth US$37.6mn
and TRY214.9mn (US$40.8mn at current exchange rate). Deliveries will be
made in 2019-2020. With this addition, we calculate Aselsan has signed
contracts worth a total of US$2,725mn year-to-date in 2018. As of endMarch, Aselsan had backlog of US$7.5bn and backlog to trailing 12-month
sales ratio of 4.8x. We deem the news positive for Aselsan shares.
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broker-dealer unregistered in the USA. AK INVESTMENT research is prepared by research analysts who are not registered in the
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TAV Airports (TAVHL TI) yesterday announced that the total passenger traffic at the airports it is operating (both domestic
and int’l) grew by 48% YoY in July 2018 and by 34% in 7M18. Note that Antalya International Airport operation, which was
added to the portfolio as of May 2018 after the acquisition of a 49% stake, inflates the YoY growth calculation. Total pax
number in Antalya Airport grew by 34% YoY in May, 29% YoY in June and 19% in July. Without Antalya, we calculate the total
pax growth of TAV Airports at 7% for June and 8% for 7M17. TAV Airports management had guided over 30% growth in total
pax for 2018, including Antalya operation
Teknosa (TKNSA TI) posted 2Q18 net loss of TRY6mn in line with the consensus estimate. This figure compared to net profit
of TRY8mn in 2Q17 and net loss of TRY4mn in 1Q17. The 1H18 net loss grew to TRY10mn compared to net profit of TRY9mn
in 1H17. Net FX losses and interest expenses were the main drivers of the net loss figure. 2Q18 EBITDA margin was 3.3%
which is below the 2Q17 margin of 5.1% and the 1Q18 margin of 3.8%. 1H18 EBITDA margin is 3.5% compared to 1H17 margin
of 4.8%. 2Q18 EBITDA of TRY29mn fell by 32% YoY and is in line with the consensus estimate of TRY28mn. 2Q18 revenues
grew 6% YoY and are in line with the consensus estimate of TRY907mn. The revenue growth is a decline in real terms as
average inflation was 12% during the same period. Teknosa’s online revenues (included in the total revenue figure) grew 14%
YoY in 1H18 to TRY98mn. Like-for-like sales grew by 12% YoY in 1H18. According to GFK independent research, the
Technology Retail market in Turkey grew by 17% YoY in 1H18 to TRY29bn. The fastest growth was in the Telecoms sector up
by 29% followed by Small Kitchen Appliances with 19% growth, Consumer Electronics (TVs, photographic equipment, etc.)
that grew 15%, IT grew 9% and White Goods (including air conditioners) grew 0.7% YoY. Teknosa continued with a net debt
position of TRY207mn at end June compared to TRY188mn at end March. As results are in line with estimates, we believe
market reaction will be neutral.
Turkcell (TCELL TI) repurchased its Eurobonds with a nominal value of US$2mn at an average price of US$91.5K.
Vakifbank’s (VAKBN TI) 2Q18 net income at TRY1,074mn (up 2% QoQ) was in line with our forecast of TRY1,050mn and
market consensus of TRY1,082mn, bringing the cumulative figure for 1H18 to TRY2,125mn (flat YoY), with an RoE of 17.2%
vs. 17.4% in the 2017FY. On the revenue side, (i) net interest income was up 12.4% quarterly with ~20bps QoQ increase in
NIM at 3.9% for 2Q18 (ii) net fees and commissions up 15% QoQ in 2Q18 and 58.5% YoY in 1H18. Additionally, Vakifbank
generated a total of TRY188mn treasury gain on FX volatility in 2Q18 (vs. TRY113mn income in 1Q18). On the provisioning
side, the IFRS-9 calibration reduced the bank’s both gross stage-III provisions and collections. Net provisions for Stage-III loans
went up to TRY 417mn in 2Q18 up from TRY239mn in 1Q18. Thus, its net CoR (Stage-III) in 1H18 was realised as 64bps vs. a
management expectation of 95bps for the 2018FY. Meanwhile amount of provisions for Stage-I & Stage-II remained stable
QoQ, with no material increase in Stage-II loans. Quarterly operating cost growth at 6.9% for 2Q18 carried the annual growth
rate for this item to almost 25%. With upward trending inflation, annual cost growth for 2018FY can be around 20% vs. an
initial growth guidance of high teens by the management. Comment & rating: With slowdown in loan growth, surging CPI
linkers’ income and frontloaded FX wholesale funding, Vakifbank looks comfortable for 2H18 especially in regard to its NIM
outlook. Despite, a higher provisioning expectation, management maintains its RoE expectation at around 17% for the
2018FY. Following the 2Q18 results, we have increased our net earnings estimate by 3.5% to TRY4.25bn for 2018 and 2% to
TRY4.7bn for 2019 for Vakifbank, implying an RoE of 16.5% and 15.5%, respectively. Our 12M price target stands at
TRY6.0/shr. with a ‘Neutral’ rating.
AVIATION SECTOR: According to State Airports Authority, total number of pax handled by the Turkish airports grew by 6.5%
YoY to 22.7mn in July 2018, roughly in line with our estimates. There is a 0.6% YoY decline in domestic pax (worse than
expected), yet this was more than compensated by the 13.8% YoY increase in int’l pax (better than expected). July figure
points to a slowdown in growth after the 14% increase recorded in June, yet we note the negative impact of the high base at
July 2017 on the YoY comparison (a 25% YoY growth was recorded back then). As a result, the sector’s overall pax traffic
growth stood at 14.3% YoY for 7M18, following the 16.2% YoY growth recorded in 6M18. At the Istanbul Ataturk Airport
(IAA), the main hub of Turkish Airlines and core operation of TAV Airports, total pax was down 0.2% YoY in July (driven by the
7% YoY drop in domestic pax), after the 12.8% growth in 6M18. Total pax growth in IAA in 7M18 is now at 10.4%. IAA’s
domestic pax read a 6% YoY drop in the last 3M, however this was offset by the 6% YoY growth in int’l pax. At Sabiha Gokcen
Airport (SGA), the main base of Pegasus Airlines, total pax was up 8.7% YoY in July (+13.5% YoY in int’l pax) after the 12.3%

growth in June. For 7M18, total pax growth is now at 11.9% YoY (after the 12.6% YoY growth in 6M18). Comment: Our take
on June pax performance of the sector is neutral for the aviation names. We keep our 10% pax growth estimate for 12M18,
with a slight change in breakdown in favor of int’l pax.
BANKING SECTOR: At an interview with Hurriyet news daily, Dogus Group chairman Mr. Ferit Sahenk stated that the group
offered a 6-year debt repayment plan to banks, that includes payment of interest for first two years and payment of interest
and principal for the following four years. Mr. Sahenk stated that the group pledged a total of EUR3.6bn collateral for a total
of EUR2.3bn debt. Deal involves loans of five Dogus companies and total amount makes around 42% of total Dogus Group
bank loans. Dogus Group expects the deal to be signed soon.
DEFENSE SECTOR: The Executive Committee for Defense Industries met yesterday with the chairmanship of President
Erdogan. A total of TRY13.5bn (US$2.6bn at current exchange rate) were discussed. The projects discussed are related to
equipping ATAK helicopters with new capabilities, new unmanned drones, jamming equipment, modernization of command
control systems and various needs of security forces. Aselsan (ASELS TI) is active in most or all of these projects that implies
larger backlog for the company going forward which was US$7.5bn at end March. Backlog to trailing 12-month sales ratio is
4.8x. We deem the news positive for Aselsan shares.
2Q18 FINANCIAL RESULTS ANNOUNCEMENTS DUE TODAY
Company

Ticker

Albaraka Turk
Coca Cola Icecek
Kordsa
Petkim

ALBRK
CCOLA
KORDS
PETKM

2Q18 net profit estimate (TRYmn)
Consensus
Ak
76
85
36
5
54
63
208
261

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 Yatırım Menkul Değerler A.Ş.) 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,
quantitative 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 freefloat 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 12month 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.

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 smallcap 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
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.
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.

