Merchant Banking | Global Markets | Economic Research & Strategy INVESTMENT RESEARCH

FORTIS -t

Macro Scope

21 December 2009 — 3 January 2010

Weekly Economic and Strategic Review

Haluk Burumeskei (Managing Director) New Year Special: Economy and Markets

Tel: +212 318 34 49

Email: haluk burumeekci@fortis.com.tr We believe that in this last weekly report of the year 2009, it would be of value to

H. Erkin Isik, CFA (Manager) see the year behind in numbers and to look at what the new year is set to bring
Tel: +212 318 34 05 about. Due to the backward-looking nature of most of the macroeconomic data, it
Email: erkin.isik@fortis.com.tr is no surprise that the year 2009 was very fruitful for the markets, while it
was a bad year in terms of the economy. Therefore, a possible reversal of
that picture next year seems to be the major risk. The economic growth is set
to be quite strong in 2010. However, in order for the forward-looking markets to
enjoy another very good year, they would need signs that eliminate worries and
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political risks or uncertainties have mounted and general election is set to be held
in 2011 under normal circumstances. While in the future, the year 2009 would be
remembered to have erased the extreme scenarios such as depression or
deflation, 2010 is candidate to be a year where recovery continues, fears as
to a double-dip fade and growth differentials between countries become
more apparent, resulting in weaker global coordination. In essence the
recent developments, such as the debt problems of Dubai, Greece and Austria,
suggest that we are at a new phase in the exit from recession. These themes
strengthen the impression that extensive monetary and fiscal expansionary
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policies. Decoupling seems also likely at this point. Those countries who can
suppress the worries about debt sustainability would be able to keep their
fiscal stimulus alive until seeing more concrete signs of recovery or they
may even introduce new measures. On the other side of the spectrum
would be the countries which would have to risk impairing the economic
recovery.

Nilufer Sezgin (Assistant Manager)
Tel: +212 318 37 90
Email: nilufer.s@fortis.com.tr

Industrial Output Indices In Emerging Countries (June 2008 (the beginning of the crisis) = 100)
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Glancing at the evolution of the recovery in 2009, the U.S. economy where the
crisis had first appeared, was believed to exit the recession quite late and hence
the Fed was foreseen to keep the zero rate policy for a long time. Therefore, the
US$ took the biggest hit from the revival in the risk appetite, sending commodity
prices, especially gold prices, higher. This period was also marked with
simultaneous increase in stock markets and bonds. On the other hand, more
recent data for leading indicators show that the recovery either paused or lost
steam in Europe and Japan, unlike the U.S. and the emerging economies, for
which the growth forecasts are being upgraded over the recent term. We do not
know whether this is going to be permanent, yet the markets started to price this
outlook, as evidenced by the slide in EUR/US$. Only a short time ago, the
EUR/US$ was speculated to ascend towards 1.60 by the year-end. However,
upsetting those bets, it is now testing 1.43 only days left to finish the year. Note
that the EUR/US$ market has the biggest transaction volume in the world
and it is a leading indicator for the perceptions regarding the economic
outlook. The commodities, such as gold and oil, has been hit since the
downtrend started in EUR/US$ in the beginning of December. In that period, the
U.S. Treasury yields rose. Meanwhile, the stock markets in developed and
developing universe extended gains, reaching the highest levels in the post-crisis
periods. On one hand, this shows that the main market themes in 2009 have not
been reversed yet and on the other hand it suggests that the market players’
expectations are also influenced by the difference between the average life of the
bear and bull markets (2 year and 5 year, respectively). In that context, we
expect the markets to be more volatile in 2010, unlike the stable one-way
direction of 2009. However, this would not change the underlying uptrend.
Note that especially Fed’s ability in managing the exit strategy without
causing abrupt and rapid increase in interest rates would be critical for the
severity of volatility.

MSCI Stock Market Indices (31.12.2008=100)
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We explained the main themes in the domestic markets in our monthly Glocal
Strategy report released within the week. Let us reiterate these themes below.

1) Upward tendency in the yields: The O/N rates would start increasing
towards normal levels in the year of 2010, most likely from 4Q10 onwards. We
expect 150 bps interest rate hike in 2010. We presume that there would be
further 200 bps rate hike in 2011, with the O/N rate stabilizing at around 10% at
the end of the tightening period. Even if the O/N rate hikes are introduced in
4Q10, the long term yields may start increasing earlier. We expect the
benchmark bond yield to ascend gradually and complete the year of 2010 at a
level of 11.0%, after surfacing in the range of 9.5% - 10.0% in 1Q10.

2) Flat F/X rates: On the F/X front, the interest rate differentials may appear
more important, going forward. The countries which exit from the recession
earlier either started raising rates or they are anticipated to start tightening
earlier. Therefore, these countries’ currencies would normally depict better
performances. Meanwhile, in parallel to the exit from the crisis and normalization
trend in the financial markets, the risk appetite is set to revive gradually,
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prompting appreciation tendency in the emerging market currencies. We expect a
slightly weaker performance in the Turkish economy. Therefore, interest rate
hikes are set to come later and accordingly TRY would continue underperforming
the peers. Yet, combined with the global risk appetite, this may lead to a flat
pattern, rather than visible surge in F/X rates.

3) Bourses are volatile but the direction is upward: For the stock market
performance, the pace of economic recovery will be important. In tandem with the
signals which suggested that the worst point of the crisis is over in 1TH09, the
equity markets had priced that the economy would normalize in the upcoming
period. However, in order to secure the continuation of the uptrend there must be
strong signals which suggest the production and consumption will improve
towards their pre-crisis levels. The data regarding manufacturing industry and
labor market still point to weak outlook. This is in line with our baseline scenario
which assumes a U-type recovery with an extended bottom. In line with this
scenario, the recovery signs should be expected to become more apparent in
1H10. Accordingly, although we can not say that the outlook is much promising in
terms of the stock markets in the short term, the uptrend may continue in the
medium-long term.

In conclusion, we think that 2010 is candidate to be a year where recovery
continues, fears as to a double-dip fade and differentials in growth rates become
more apparent among countries, resulting in weaker global coordination.
Meanwhile, “weak economy — strong markets” theme may be reversed going
forward and in our opinion, this is the most important risk for 2010. We expect the
markets to be more volatile in 2010, unlike the stable one-way direction of 2009.
However, this would not change the underlying uptrend. Note that especially
Fed’s ability in managing the exit strategy without causing abrupt and rapid
increase in interest rates would be critical for the severity of volatility. Coming to
home, while we foresee the yields increasing and F/X rates remaining flat, the
bourses would be volatile, with the underlying trend being upward.
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Economic and Political Agenda

= Next week will be quiet in terms of local data agenda. However, the last week
of the year will be loaded with some key disclosures, such as the Real Sector
Confidence Index, foreign trade and Treasury’s borrowing program for 1Q.
Glancing at the foreign agenda, the 3Q GDP, housing data and durable goods
orders appear to be the major releases in the U.S. in the week of December 21%,
Meanwhile, foreign markets are getting ready for the Christmas holiday. Many will
be closed on December 25" and January 1°.

Data issuances at Home

Importance Indicator Unit Date of issuance  Fortis (Consensus)
Medium CB'’s Expectation Survey, Dec. Il - Dec. 22™ -
High Real Sec. Confid. Index, Dec. Dec. 29", 15:00 GMT -
High Imports & Exports, Nov. US$ mn  Dec. 30", 15:00 GMT -
Medium Treasury’s Borrow. Prog., Jan.-Mar. - Dec. 31% -
Medium ICC Price Index, Dec. % m/m Jan. 1%, 10:00 GMT -
Medium TEA's Preliminary Exports, Dec. US$ mn Jan. 2" -
Importance Country Indicator Unit Date of IssuanceConsensus
High u.s. GDP (final), 3Q % g/q Dec. 22™, 13:30 GMT 2.7
High U.S. Existing Home Sales, Nov. mn  Dec. 22™, 15:00 GMT 6.3
High u.s. Core PCE, Nov. % m/m  Dec. 23", 13:30 GMT 0.1
Medium u.s. Michigan Sent. Ind., Dec. - Dec. 23", 14:55 GMT 74.0
High U.S. New Home Sales, Nov. mn  Dec. 23", 15:00 GMT 0.44
High us. Durable Orders, Nov. % m/m  Dec. 24", 13:30 GMT 0.3
Medium U.S. Case Shiller House Price Ind., Oct. % yly Dec. 29", 14:00 GMT -
Medium U.S. Consumer Confidence Index, Dec. - Dec. 29" 15:00 GMT -

Macro-Economic and Financial Forecasts

Macro Economic Outlook of 2008-2011

2008 2009f 2010f 2011f
GDP (TRY - bn) 950.1 976.6 1,087.2 1,190.2
GDP (US$ - bn) 734.9 630.0 701.4 723.9
GDP Growth (yly % chg) 0.9 -5.7 5.0 4.0
PPI (yly % chg) 8.1 6.0 5.0 4.0
CPI (yly % chg) 10.1 5.9 6.5 55
Trade Balance (US$ - bn) -69.8 -38.2 -64.8 -65.6
Exports (FOB, excl. luggage trade) 132.0 100.4 127.0 122.9
Imports (CIF, incl. gold) 201.7 138.6 191.8 188.5
Current Account Balance (US$ - bn) -41.8 -14.4 -35.7 -34.5
Current Account Balance / GDP (%) -5.7 -2.3 -5.1 -4.7
Financial Indicators Forecasts
Dec. 18" 1M 3M 6M 12M 2009 2010
US$/TRY 1.5099 1.5200 1.5400 1.5700 1.5600 1.5200 1.5600
EUR/TRY 2.1702 2.1890 2.2300 2.2600 2.2460 21890  2.2500
FX Basket 3.6801 3.7090 3.7700 3.8300 3.8060 3.7090  3.8100
EUR/US$ 1.4373 1.4400 1.4500 1.4400 1.4400 1.4400 1.4400
O/N 6.50% 6.50% 6.50% 6.50% 8.00% 6.50% 8.00%

Benchmark Bond 9.30% 9.40% 9.70%  10.10%  11.00% 9.20%  11.00%
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