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The Turkish government is strongly
committed to improving the business
climate for foreign investment. The
law guarantees the free transfer of
profits, fees and royalties as well as
the repatriation of capital.

Turkey has an independent Judiciary
and regulations are generally
harmonized with EU norms ensuring
transparency.

The economy continues to
outperform expectations recording
an 11.6% growth in the first quarter
of 2011 and then 8.8% growth in the
second quarter.

Industrial production in the third
quarter is expected to be up and
domestic demand will remain strong.

Government spending is likely to
remain stable. The medium term
outlook remains bright with the
control of inflation remaining a
permanent challenge.

3rd QUARTER AT A GLANCE

Prime Office Rents ‘

Prime Office Yields l

Vacancy Rates '
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OVERVIEW

The Turkish economy continues experience a
steady growth resulting in an increase in
living standards; GDP growth was recorded
at 8.9% in 2010 and the economic growth
was recorded at 10.2% for the first half of
2011. Being integrated in the global
macroeconomic  system, the  Turkish
economy is the 17" largest economy in the
world according to the latest official statistics
and the fastest growing in the OECD
market.

The Turkish economy still remains volatile as
the current account deficit growth of the
country is some $75bn/year equating to
10.0% of GDP and the Turkish Lira has
weakened against Euro and US Dollars by
some 20.0% in the past year and this in
spite  of the GDP per capita steadily
increasing each year which stands at three
times its level in dollar terms since 2002.

There are also visible improvements in some
parts of the economy which are growing too
fast such as tourism revenues and foreign
trade. On the development side, new
infrastructure projects were announced such
as a third bridge over the Bosphorus and
Marmaray tunnel project to bypass the
Bosphorus.

As a result of the government’s privatization
programme, state involvement in several
sectors of the economy such as banking,
industry, transport and communication has
been reduced.
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Therefore, the country has become
increasingly reliant on foreign funds and
private equity. According to Central Bank
figures, the country will need $200bn.
foreign financing next year.

In October 2011 new tax regulations
have been announced in an effort to
reduce the current account deficit: taxes
on alcohol, cigarettes, mobile phones
and luxury cars have been increased by
significant amounts. The government
aims to collect approximately $3.0bn
from these increased taxes.

The year 2023 will mark the 100"
anniversary of the foundation of Turkish
Republic and Prime Minister Erdogan has
announced that the government will aim
to double Turkish GDP per capita to
$25,000, making Turkey one of the Top
10 economies in the world.

The real estate sector is benefiting greatly
from this economic expansion. Major
projects are continuing unabated with
land prices and capital values being
maintained at record levels.

Turkish real estate has still a long way to
go before catching up with the standard
of most European markets.
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THE OFFICE MARKET IN ISTANBUL
PRIME OFFICE RENTS AND YIELDS

The office market in Istanbul continued to be active in

the third quarter of the year as many multinational o
companies have completed a number of leasing 00
transactions. o
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CBRE advised on many of these transactions achieving
for example a rental level of $40sgm/m in the Tekfen 10,0 40
Tower. Several lease renewals were also competed by o ZZ
a few multinational companies in their existing

buildings following a five year occupation at full

market rates. Source: CBRE
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In the Levent Ofis building, behind the Tekfen Tower,
a rate of $27/sgm/m for a 1500sqm office space by a OFFICE AREAS IN ISTANBUL

new occupier. —

3

The vacancy rate on the European side of Istanbul
remains slow in spite of asking rents in prestigious
office towers remaining between $35-$45/sgm/m
range in Levent and between $30-$40/sqgm/m in
Esentepe. The vacancy rate in the secondary market of
Maslak is around 4% and the rents here vary between

$23-$34/sqgm/m.

In the decentralized neighbourhoods of Kozyatagi on
the Asian side of the city there are plenty of space still
available at rents varying between $15-$25/sgm/m
and between $19-$23/sqm/m in Umraniye and
Kavacik. The CBD of Levent continues to see many
new developments such as the Zorlu (70,000sgm) and
Cyristal Towers (50,000sgm).

Source: CBRE

The new mixed use project (retail, offices, residential SOYAK CYRISTAL TOWER
and hotel) being developed by Eria Partners and
known as Skymark, designed by Foster & Associates,
Inc. is expected to be completed in 2014. The project
will comprise 35,000sgm GLA in total.

ZORLU TOWER — LEVENT
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THE RETAIL MARKET

ISTIKLAL STREET The Retail market also continued to be active in the third
quarter of the year. According to Turkey’s Council of Shopping
Centers, consumer spending has risen sharply, by around 15%
in Istanbul’'s prime shopping centres and at least 10%
elsewhere in the country.

CBRE recently advised Nike on the lease of a 651 sgm retail
space in Bolu and on the lease of a further 1,131 sgm in
Ankara.

In the prime retail street of Abdi ipek¢i in Nisantasi VastNed
has acquired their eighth prime-high street shop at No:37. This
property is to be redeveloped to provide 2,000 sqgm of prime
retail space where rent is expected to be approximately
€150/sgm/m.

Elsewhere, VastNed has also announced that they have signed

an agreement for 15 years with Spanish fashion brand Zara ot

No:161 in Istiklal Street, Istanbul’s busiest retail street
120 downtown at an annual rent of €2.3 million in the property to
100  be redeveloped for completion in March 2012.

PRIME RETAIL RENTAL LEVELS
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< ‘0 Many foreign developers & occupiers are actively investigating

= 20 the industrial market in Turkey for the first time in many months
0 following the steady economic growth experienced last year
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Logistics companies such as Kuehne & Nagel and DHL
continue to expand in the Gebze area where some 30,000 sgm
industrial space has been leased in the third quarter of 2011.
Elsewhere, Turkcell, the Turkish mobile telephone operator,
INDUSTRIAL AREAS IN ISTANBUL acquired a site of 26,000 sgm in the Organized Industrail Zone
of Gebze (GOSB) at a price of $400/sgm.

Source: CBRE

Rents continue to remain stable in the industrial sector at
around $6.0 to $7.0/sgqm/m in Hadimkoy and $5.5 to
$6.5/sqm/m in Gebze. Yields have yet to be tested in the
current quarter.

INDUSTRIAL RENTAL LEVELS
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LEASE TERMS

Occupational leases are generally short, being for periods of up to five years,
usually quoted in US dollars or Euros. A form of indexation generally revises
rents annually, which may be to a fixed percentage of a variable such as US
inflation or treasury bills. Rent is currently subject to VAT @ 18.0% (which is
recoverable by corporate tenants) or to a non-recoverable withholding tax of
20.0% with a 10.0% surcharge when landlords are private individuals. Retail
rents are generally based on turnover subject to a minimum basic rent.
Insurance premiums and property taxes are generally paid by the landlord.
New properties are leased on a “shell and core” basis with tenants being
responsible for fitting-out costs although landlords can sometimes be persuaded
to participate in these costs by granting rent-free periods. Services charges are
payable by tenants and currently represent approximately US$7.00/m2/month
to US$12.00/m2?/month in modern air-conditioned offices. They are significantly
higher in shopping centers because of extra services required such as security,
cleaning of common areas and other high maintenance costs associated with
heavy pedestrian traffic.

YIELDS

Although there have been few transactions to test yields in the various sectors of
the markets; office, retail and industrial, it is safe to assume that yields generally
are coming under pressure not least because of interest shown in the Turkish
market by foreign investors. Hovewer, we estimate the prime yields for offices
would be in the region of 7,75% , 8,0% in the retail sector and 10,0% in the
industrail sector.

= is{am.: Samsun® .Hupa
i stfocasl " Trabzon (A
= = (lzmit} ARMENIA
« Gemlik
Bursa ANKARA P
b i b ® Sivas Erzurum
Balkesir Eskisehir =
e Manisa "
o e Anatolia «Kayseri Wvan
lzmir
Konya Diyarbakir®
- Sl Kahramanmaras y
.
- - 3 Sanh Urfa
_Antalya igel  Adana Gaziantep Sa
(Mersin) o
Iskenderin
A RA
© 2011 CBRE

(0($ 21ILFHV5 (&%

n-Provence
49

(33) 001 31

Amst

e rdam
(31)20 26 2691
Barcelon
(34 ) 93 444 7700
Berlin
(49)3072 61540

Irmln
BmingheB s 7666

Bristol
(44)117 943 5757

Bru sse\s
32)2 643 3333

Bucho es
40)21 312 7000

PdoPesto 626

Bulawayo
(63 963020

Copenhagen
(45)70 22 96 01

Dublin
(353)1 618 5500

NS
3 w3
wS =3

~O

071183

S

2
P69 7666
rt

=0
N
—3

O =
o 0Q
o —3
—0 oA
3 “Oc
3 o
(I
o
o
~
~
o

=@

S
7]
—Q

=0
(OSONgES
S3
D
=]
~No —3=

oI =T
e 9o
3 3
== AT
D Oc

S

ac
=0
—Q

5657700

5 @
7]
—

534 874141

nnesbur
11 444 0462

o
NS

VQ =3

13 394 8800

o

|Isbon

1)21 311 4400

|
1227 4611

= wmE
(@]

<
)
o
=3

S
Kt
o9

=

ondon

Lyon
(33) 472 43 48 48

Madrid
(34) 91 598 1900

Malaga
(3495 207 0710
Mallorca
(34) 97 145 6768

Manchester
(44) 161 4557666

Marbella
(34) 952765130

wZ

o
Q
=

L=,

7

)

14562 5132

v
N
=S
oQ
=

ague
(42%) 224 814 060
Rome

(39) 06 3232320
Stockholm

(46)8 4101 8700
Valencia

(34)96 316 2890
Vienna

(43) 1 533 4080
Warsaw

(48)22 653 7000

Zurich
(41)1 226 3000
&RUUHVSRQGHQ!'

bngleommlobohfo Oy

0
Sofia
Elta Consult Ltd
(359)29 87 7647
pere
Tollbe Toimitilajohto O
(358) 3235 9035 !

Tel Aviv,
M A N ‘Properties Real

(972)356T 6161

For more information please contact:

Feroze Bundhun

feroze.bundhun@cbre.com

& 9% (

Siileyman Seba Cad. No. 48
BJK Plaza A Blok AT-06

Akaretler 34357

Tel (+90) 212 259 3629
Fax (+90) 212259 5598

www.cbre.com.r

CBRE



