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Most-Preferred Stocks (MPS): We are adding Aygaz and Logo Yazilim to our MPS list while removing Aksa Akrilik, Soda Sanayi and Tupras. We favor
Aygaz as on top of an increasing contribution from EYAS, the LPG business is in a good position to generate consistently strong cash flow going forward
with the improving net debt position and margins mostly protected from FX volatility. With its strong top-line growth Logo Yazilim achieved economies
of scale and it continues to grow organically and through acquisitions. We find a considerable upside potential for the stock price.

We are removing Aksa Akrilik, Soda Sanayi and Tupras from our MPS in a profit-taking move, after the 21%, 11% and 6% relative gains recorded by the

three names respectively since their inclusion to the portfolio. The mentioned names are generally considered as defensive picks particularly against
the volatility in local currency, and we believe this is a good level to realize profits considering the current rebound in the value of Turkish Lira.

Most-Preferred Stocks

Company Ticker Current price 12M Target Upside Potential
Aygaz AYGAZ 14.00 16.80 20%
Garanti Bank GARAN 8.80 9.30 6%

Logo Yazilim LOGO 54.20 69.00 27%
Migros MGROS 20.20 23.00 14%

Sise Cam SISE 3.93 4.50 15%

Tofas Oto TOASO 26.36 28.65 9%

Yapi Kredi Bank YKBNK 3.91 4.20 7%

Source: Ak Investment Upsides are as of February 14, 2017

Performance of the Most-Preferred Stocks Portfolio
Since its inception at the beginning of 2014, our MPS portfolio has notched up a total nominal return of 76% and a relative return of 24%. The relative
return is measured against the XU100 Total Return Index as a benchmark, which is adjusted for dividend payments.

Performance since latest update in portfolio Performance since inclusion
Share Price * Return Date of
MPS Ticker 13.01.17 14.02.17 Nominal Relative **|inclusion Nominal Relative**
Aksa Akrilik AKSA 10.05 11.48 14.2% 5.7% 25.08.2016 39.2% 21.2%
Garanti Bank GARAN 7.85 8.78 11.9% 3.6% 08.06.2015 14.4% -1.5%
Migros MGROS 17.83 20.15 13.0% 4.6% 11.01.2017 16.8% 3.0%
Sise Cam SISE 3.99 3.92 -1.7% -9.0% |26.10.2016 18.5% 6.8%
Soda Sanayi SODA 5.61 5.55 -1.1% -8.5% [13.05.2016 27.2% 11.4%
Tofas TOASO 24.37 26.40 8.3% 0.2% 11.01.2017 12.0% -1.3%
Tupras TUPRS 75.02 85.55 14.0% 5.5% 11.01.2017 20.4% 6.1%
Yapi Kredi Bank YKBNK 3.43 3.90 13.7% 5.2% 26.10.2016 4.0% -6.3%
Portfolio Return 9.0% 0.9%
BIST-100 Total Return Index 124,783 134,821 8.0%

Source: Ak Investment
* Performance of the stocks that are included/excluded from the list are calculated with the weighted average price of the following trading day
** Relative to BIST-100 Total Return Index (BIST-100 TRI)

Most-preferred-stocks performance: Nominal and Relative to BIST-100 Total Return Index
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Please see penultimate page for additional important disclosures. Ak Yatirim Menkul Degerler A.S. (“AK INVESTMENT”) is a foreign broker-dealer
unregistered in the USA. AK INVESTMENT research is prepared by research analysts who are not registered in the USA. AK INVESTMENT research is
distributed in the USA pursuant to Rule 15a-6 of the Securities Exchange Act of 1934 solely by Rosenblatt Securities Inc, an SEC registered and FINRA-
member broker-dealer.



AKINnvestment

Most-Preferred Stocks

AYGAZ IAYGAZ TI GARANTI BANK |GARAN TI
Current Price (TL) 12M Target (TL) Upside Current Price (TL) 12M Target (TL) Upside
14.00 16.80 20% 8.80 9.30 6%
2016E  2017F 2016E  2017F 2016E  2017F 2016E 2017F
EV/EBITDA 4.0 3.6 PE 9.9 8.4 PB 1.1 1.0 PE 7.3 6.9

- We think that the LPG business of Aygaz is in a good position to
generate consistently strong cash flow going forward with the improving
net debt position (16YE: TRY63mn vs. 15YE: TRY263mn) and margins
mostly protected from FX volatility. In addition, the Company is set to
benefit from its indirect stake at Tupras.

-In 2017, we expect auto-LPG sales volume to increase slightly by 1.5%
YoY to 804,000 tonnes while canister LPG sales to contract by 0.7% YoY
to 339,000 tonnes. Our forecast for total sales volume stands at 2.1mn
tonnes (+0.9% YoY). In light of strong EBITDA expectation and
contribution from EYAS, our net profit forecast for 2017 stands at
TRY489mn (+23% YoY).

- We expect Aygaz to distribute a TRY291mn dividend from the 2016
operations in 2017 (TRY0.97 per share), implying a yield of 7.1%.

- Garanti Bank remains as one of our banking picks primarily thanks to its
strong solvency ratios, enhanced free capital base and efficient inflation
hedge with CPI linkers. With a 2017F RoE of 14.3%, compared to 13.4%
for the peer group, we think Garanti deserves its current premiums on
its P/B and P/E multiples relative to the peers.

- After the classification of old shipping loans into NPL category, front
loaded provisioning for these bulky sized loans may help the bank to see
an easing in its provision burden in 2017.

- With a core Tier-1 ratio of 13.6% and CAR of 14.7%, Garanti is one of
the most comfortable banks with solid solvency ratios. Additionally,
Garanti Bank has the highest amount of CPI linkers as a proportion of its

IEA, to benefit from a possible rise in inflation.

LOGO YAZILIM |LOGO TI MIGROS IMGROS TI
Current Price (TL) 12M Target (TL) Upside Current Price (TL) 12M Target (TL) Upside
54.20 69.00 27% 20.20 23.00 14%
2016E 2017F 2016E 2017F 2016E  2017F 2016E 2017F
EV/EBITDA 15.7 119 |PE 29.9 17.2 EV/EBITDA 9.3 6.9 PE n.m. 43.9

- With strong top-line growth Logo achieved economies of scale and
continues to grow orgnically and through acquisitions. There is still
considerable upside.

- Logo Yazilim is a leading provider of Enterprise Application Software

for SMEs and mid-sized companies. Logo ranks second in terms of sales.
Logo has the largest network with ¢.900 business solution partners
(distributors) throughout Turkey. No business partner has a share of
more than 1% in Logo’s overall sales.
- Well-positioned to benefit from the growth in the market as a local
leader. In contrast with the large multi-national players in the market
(SAP, Oracle, Microsoft) Logo is focused on the SME segment
(organizations with less than 500 employees). By focusing on SMEs Logo
has differentiated itself from its larger competitors. The company
estimates that only 8% of its revenues are at risk of being lost to larger
competitors.

- We favor Migros in the retail space with its ongoing operational
strength (material sales growth of 16% YoY with accelerated store
openings, stable EBITDA margin of c.6% and a strong FCF yield of 13% -
the highest among the sector — through negative ~35 days net cash
cycle), and we find it hard to justify the low 2017F EV/EBITDA multiple of
6.2x.

- Robust operational performance in 3Q16; despite weak demand
conditions, Migros’ top-line grew by 16.5% YoY in 3Q16. Domestic sales
growth was better at 18.5% YoY in 3Q16.

- Tesco-Kipa acquisition recevied approval from CB. The acquisition
process of Tesco-Kipa was approved by the Competition Board on Feb.
10, 2017. We think that Tesco-Kipa acquisition will further strengthen
the Migros investment theme and a successful integration of Tesco-Kipa
will support the growth prospects of Migros in the long run.

SISE CAM ISISE TI TOFAS OTO |TOASO TI
Current Price (TL) 12M Target (TL) Upside Current Price (TL) 12M Target (TL) Upside
3.93 4.50 15% 26.36 28.65 9%
2016E 2017F 2016E 2017F 2016E  2017F 2016E 2017F
EV/EBITDA 8.4 6.6 P/E 12.2 9.8 EV/EBITDA 10.8 9.0 PE 13.6 13.2

- We had upgraded our recommendation for Sise Cam on November 23,
2016. By that time, following an 8% drop in share price in three months
(and 17% avg underperformance vs. the listed participations), Sise Cam’s
premium over the value of the stakes owned in listed participations had
slid to 41%, which stood as the lowest level seen in 2016 and compared
with the 2016 peak level of 89% seen in May as well as the 5 year
historical average of 59%. Since then, the stock put on 21% and
outperformed the benchmark by 5%.

- Regardless of the recent share price gains, we do not think the
investment story is over. We note that during its strong run against the
benchmark in the past 1.5 months, Sise Cam only slightly outperformed
its listed participations.As a result, Sise Cam’s premium over the value of]
the stakes owned in listed participations did not post a significant change
compared to November 23, thus the company shares stand still
attractive from a valuation perspective.

- Tofas Oto was among the top performers in our coverage universe in
the last 2 years. Tofas Oto outperformed the market by 24% in 2016. The
commercial success of the Egea PC family (translating into a significant
earnings momentum) as well as the stock’s defensive characteristics
(protected P&L structure, balanced revenue generation between local
sales and exports, sound balance sheet, dividend payments) were the
reasons behind the strong investor interest.

- We believe the stock’s story remains intact for 2017. With the full-year
contribution of Egea’s HB and SW versions, and extra volumes to come
from the ongoing capacity increase, we foresee another round of sound
expansion in revenues and EBITDA (by c.20% at both lines).

- We calculate that Tofas is trading on a 2017F EV/EBITDA of 9.0x, at
slighlty above its 4Y historic multiple. The figure also compares with the
EM peer average of 8.5x. We think the company’s defensive qualities
and strong P&L outlook deserve a more significant premium.
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Most-Preferred Stocks

YAPI KREDI BANK |YKBNK TI
Current Price (TL) 12M Target (TL) Upside
3.91 4.20 7%
2016E 2017F 2016F 2017F
PB 0.7 0.7 PE 5.8 5.4

- Yapi Kredi remains as another banking pick, since we believe the bank
had been oversold due to its CAR’s sensitivity towards currency volatility
and Italian banking risks via joint owner, Unicredit.

- Its shares were the worst performing among peers in the last six
months and have underperformed the BIST-banking index by 20% during
this period. Beside its high sensitivity towards the volatility in currency
and interest rates (with a stretched core Tier-1 ratio relative to peers),
the ongoing uncertainty in Italian banking system also affected its share
price negatively.

- Yapi Kredi has relatively more tightened solvency ratios ( CAR: 13.2% &
core Tier-1: 9.5% on a consolidated basis at end-2016) than most of its
peers and expects approx. 100bps reduction due to Fitch’s rating
downgrade. Yet management was confident to solve the possible
pressure on its capital strength and/or asset growth through several

measures without a capital injection.
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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 Yatirrm 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, 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 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.
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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
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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.



