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Turkey

Bright Spot for
Japanese Companies



Why invest

10 reasons to invest in Turkey..

Robust Economy
Opportunities :
Domestic market + EU

Strategic Location

in Turkey?

Benign R&D Ecosystem

Favorable Demographics

Lucrative Incentives %

Business—friendly OPEN

for BUSINESS

Skilled workforce with cost advantage

q
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Continuous reform process..




Robust

Track record growth and bright future with proven resilience..
Economy

Average Annual GDP Growth (%), 2003-2017
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Strong macroeconomic fundamentals have been based on successful public finance managemént & |

Economy e

Robust & Resilient

Gross Public Debt Stock as % of GDP Budget Balance as % of GDP
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Robust Driven by a diversified structure, Turkish economy has more

Economy than tripled over the past 15 years

Driven by a robust domestic market

and entrepreneurial private sector

which has spurred investments and
exports

Turkish Economy (GDP at current prices, $Billion) Contribution to GDP Growth 2002-2017 (%)

Turkish economy has more than tripled
over the past 15 years and is
promising more growth in future

.

2002 2017

Domestic Investment

) ) Exports
Consumption  Expenditures

Imports

Source: TurkStat



Domestic Turkey’ s economic growth has paved the way for emergence of a sizeable middle—class

Market with an increasing purchasing power- -

Tripling Income per capita GDP per capita in countries with population over 50 million, 2017 Stock of Automobiles
(GDP per capita, current prices) (millions of passenger cars)
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The Rise of Turkish Middle Class Annual House Sales

(# of individuals by annual disposable income per capita) (million of houses)

2002

[CELL
REF]

miIIion High income (>$55K)

million Upper-middle ($25K — $55K) 21.2 million

17.8 million Middle ($10K — $25K) 40 million [CELL
REF]

Low (S5K — $10K) - .

21.3 million Poor  (<$5K) 3 million
o 2008 2017

Source: IMF, Turkstat, Euromonitor, ICTA



Domestic
Market

The domestic market is further supported by emerging urban centers across Turkey---

More than 20 urban centers with populations over 1 million
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® @ 1 million

Source: TurkStat, 2017



Domestic
Market + EU

Domestic market + EU market + Free Trade Area

Customs Union
with the EU
allows direct

access to the

EU Market

b Jordan
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- Moldova*
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Kosovo*

ol

©,
U,
2%
Chile

Faroels?ands*_

Bosnia&Herzegovin
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Israel Singapore
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Syria s

Source: Eurostat, Population as of 2017, Ministry of Economy

* In ratification process

Free
Access

395

million in
FTA Area

045

million consumers

in 27 countries
with Free Trade
Agreements

+

81

million in

Turkey
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Strategic ,
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. to manufacture, export and manage-*- AT )
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1.5 billion people and $24T GDP in CONNECTIVI FOR MANAGEMENT HUB
Europe, MENA and Central Asia at Turkish Airlines connects you to FOR

4 hour flight—distance 255 destinations in 122 countries MULTINATIONALS MULTINATIONALS

& TOYOTA Exporting 85% of its production

@ Exporting 77% of its production

, Nestle Production base for MENA

BOSS Its largest production facility worldwide

HUGO B OSS

B/S/H/ 89 countries

@- GE Healthcare 80 countries

I{”ﬂ" 80 countries

@ 72 countries

thyssenkrupp

[il‘ltElk 67 countries
() POWERCHINAG63 countries

lVerifone: 60 countries

0 30 countries
Source: *IMF and World Bank




Favorable

half of population under age 31..

Demographics
TURKEY EUROPE
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Skilled Workorce with § Turkey s education system has been upgraded to support a skilled labor pool that ;\1

Cost Advantage meets business requirements.. x

¥

e

Annual Number of Graduates (thousands)
m 2002 m2016

801
515
287

University Vocational & Technical High
School

Labor Force by Education Level

‘ University High School & below ,

2017

Availability of Qualified Engineers
(10=Available; 0=Unavailable)

Turkey
Poland
Romania
Slovakia
Czechia
Hungary

Availability of Competent Senior Managers
(10=Available; 0=Unavailable)

2017

Turkey
Poland
Czechia
Slovakia
Romania
Hungary

Labor Cost per hour
in Manufacturing

USA
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Remuneration of Management/Engineer

Total base salary plus bonuses and long—term incentives

$K, 2017

USA
France
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Turkey
Czechia
Romania

>
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Source: Ministry of National Education, Council of Higher Education, Turkstat, IMD World Competitiveness Yearbook Executive Opinion Survey based on an index from 0 to 10; Eurostat, US BLS




Turkey has implemented sweeping reforms in many areas and continues to introduce

new reforms..

MAJOR REFORMS

New FDI Law
Production Reform
Investment Package
Incentives Removing Restrictions on
Ease of company Tax Reform (Corporate New Commercial Foreigners’ Purchases of Real
H 0
establlshment Ta:( %20 down from R&D and Code Estate Upgrading Investment
(Law No: 4884) 33%) Innovation I i
Incentives ncentives New Labor Courts
New Capital Istanbul Arbitration Code
Establishment and New Market Law Center
stablishment an
Goordination Council Oporsting Livenses t‘nsurance gve.rf;agl of . o Amendmen.ts to
for the Improvement aw oclal Security . Unifying All Industrial improve doing
of the Investment New Labor System Upgrading New Gode of Upgrading Exchanges (Stock, Property business
Environment Law New Banking ISPAT Investment OE\IIY : e o Investment Derivative, Gold, etd|) Personal Data Law (PR) (Law 7099)
Law @ Incentives igations Incentives under BIST Protection Law
2001 2003 2004 2005 2006 2007 2008 2009 2011 2012 2013 2014 2016 2017 2018
Number of Days to set up a Comp 2018 FDI Regulatory Restrictiveness Index, 2016
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South Africa
Romania
Czech Rep.
Bulgaria
Austria
Brazil
Russia
Canada
Brazil
Switzerland
Poland
OECD
Turkey

Source: OECD, World Bank



Business—friendly

offers protection and ease of doing business..

Foreien Direct Investment Law Bilateral Investment Protection
& Treaties with 75 countries

Treaties to avoid Double Taxation

with 80 countrles
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Source: Ministry of Economy, Ministry of Finance, WB Doing Business Report, Total Tax Rate: Profit or corporate income tax, social contributions and labor taxes paid by the employer, property taxes, turnover taxes and other taxes (such as municipal fees and vehicle taxes). Tax
Foundation (Tax competitiveness measures countries’ tax policies five categories: corporate income tax, consumption taxes, property taxes, individual taxes, and international tax rules.)



Lucrative
Incentives

Manufacturing Incentives Employment Incentives

v' Tax deduction & exemption + v' Payroll & Training support + Free Zones

O

Investors are offered lucrative incentives in many ways..

v" Tax deduction & exemption +
Organized Industrial Zones

. i‘w il"!\ )

v" Developed infrastructure

Incentives for Service Exporters Technology Development Zones R&D and Innovation Incentives

v Tax .dedulction for exporting v To support R&D v' Tax deduction & exemption +
services in;
v Tax deduction & exemption+
Engineering
Architecture

Design
Software
Medical Reporting
Accounting

Call Center

Datacenter
EDUCATION

Healthcare




Benign R&D

Ecosystem

40 -

Turke
160 -
Poland
120 A /
80 -
Hungary

foreignh companies
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R&D incentives are further supported by a favorable ecosystem..

Number of Researchers (thousands) Over 100 R&D centers by Increasing R&D Spending ($ Billion, PPP)
200 -

17.3

9.2
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TOYOTETSU SRiEAMY M d monitise
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Source: OECD, Eurostat, Turkstat, PPP: Purchasing Power Parity




Opportunities Turkey offers abundant opportunities in a variety of sectors..

PRI NNININRRS

itle

MACHINERY & AEROSPACE &
AUTOMOTIVE ELECTRICAL EQP. DEFENCE ENERGY FOOD & BEVERAGE INFRASTRUGTURE FINANGE
—14th |argest manufacturer —Largest TV & white goods -$15 billion defense spending —Market: $70 billion —Market: $74 billion Export: —-$123 billion PPP —Robust growth with double
=1 million vehicle production producer in Europe —Maket: $6 billion (industry) —Growing demand $17 billion investment (2003-2016) digits
~Market: $24 billion —Market: $38 billion —Export: $2 billion —Energy corridor —Exports 1,781 products to —More opportunities in ~Islamic finance to grow
—Export: $24 billion ~Export: $22 billion —Air passengers: 193 million —Untapped renewables 190 countries transport, energy, health ~Istanbul Financial Center

OPPORTUNITIES

Source: Turkstat, Ministry of Science, Technology and Industry, market values as of 2016, exports as of 2017
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Foreign Direct , : e e . : x
& Turkey s value has been appreciated by foreign investors with increasing FDI inflow to Turkey*-

Investment (FDI) AN

FDI Inflows ($ Billion) Number of Foreign Companies in Turkey ( ‘000)

193 58.4

[CELLREF]

15 ]
= 2002 2017
1973-2002 (30 years) 2003-2017 (15 years)
[CELLREF] [CELLREF] [CATEGORY [CELLREF]
[CATEGORY NAME]
NAME] 2% [CELLREF]
[CELLREF]
[CELLREF]
Finance
34%
To
[CELLREF] P

Sectors*

Manufacturing
24%

Source: CBRT, Ministry of Economy, ISPAT Team Analysis *Geographic (adjusted) and sectoral breakdown of cumulative gross inflows of equity FDI from 2003 to 2017



Foreign Direct

Europe is the largest investor in Turkey..

Investment (FDI)

FDI Stock (Million USD) FDI Stock (Million USD) FDI Stock (Million USD) FDI Stock (Million USD)
18,2
65
11,73
11,3 6
84 7,89
6,640 s 5,61
2,78 2,94 3
2 8
2011 2017 2011 2017 2011 2017 2011 2017
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Source: CBRT



Foreign Direct

Investment (FDI)

FDI Stock (Million USD)

3,150

1,205

2011

Major Japanese Investors
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Asian countries have been increasing their investments in Turkey dramatically in recent years? =
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- . Turkey and Japan have strong commercial and economic relations--

INVESTMENT TRADE

$3.2bn 227 45 $4.7bn
Japanese FDI Japanese M&A deals Bilateral trade
Stock in Turkey companies 2011-2017 Ex: $412 mn
as of 2017 as of 2017 Im: $4.3 bn
2017
MAJOR JAPANESE COMPANIES IN TURKEY
@svﬁASA Marubeni Sumitomo Corporation I8 KANSAIPAINT % MITSUBISHI
(W TIKWORKS | - =
@ d[)h @ Beyond Steel I H I YAZAKI m
HONDA w

SunChemical
TOYOTA TOYOINC  unbhemica

Mipponkham Group
NIPPON PAINT
\—

m@ =X sojitz  (¢) MUFG Znicesrone HITACHI

Source: CBRT, Ministry of Industry and Technology, Turkstat




Foreign Direct
Investment (FDI)

Japanese companies have been investing in Turkey for almost a century..

MAJOR INVESTMENTS OF JAPANESE COMPANIES IN TURKEY

Dentsu’ s fully

Hitachi’s e .
acquisition acquisition of Sesli
of Harfler

Kurt&Kurt's Marubeni’s

Mitsui&Co’ s
acquisiton of

75%

acquisiton of
Saide Textile’s

Sarten Ambalaj Ajinomoto’s
JV of Kansai ’ arten Ambalay aull . 46% .
Paint & AltanMitsubishi Corp." s acquisition MItSLIIbIShII
Boya acquisit?n of Toyo Kohan's  of Orgen Elect_rl_c’s_alr
Piyale un’ s 50% investment in Gida _condtltlonl?g
. ’ Adana with ) investment in
Construction of The construction ) . Aiinomoto’s 1 i Group I;ginni?sl Manisa Bridgestone’ s
2nd Bosphorus Toyota opened contract was Nitto Denko' s acquisition of - Soiitz i ted in invesment in
. : : : isition of Kemal Kilkrer's ~GS Yuasa's ~acquisition S0Jllz Invested in i
Bridge by Itochu its plant in assigned to a acquisition o emil ukrer's e of PoIisan’sPPP City Hospital Aksaray with
Sakarya Japanese—Turkish Bento 50% share : af“:i't[ms‘(’)fv 50% share i Istanbul with abanci Group
. 0
c ion of consortium led by Bantailik Panasonic Corp. netARus ’ Ronesans IHI
ZZTZZ;CEZ:: Bridgestone’ s Taisei. acquired 90% of Sumitomo Ajinomoto’s full manufacturing
invesment in Viko Elektrik - i Turbo
. : Rubb t acquisition of
TL.erISh Japanese Bridge by IHI Kocaeli with Sompo Japan . i:veser;eitlir: Ke?nal Kiikrer Compressor JV
Slljlk.V\t/?thlng ?Rld Sabanci Group Honda opened itls  Aisin opened its Insurance BTML: st;rted e Cankiri with the Hitachi’s with Dalgakiran
aint factory ; lant in Istanbul ) . anking
Bursa in 1929 by plant in Gebze|  Plant in standu ac;:t;laresdi i::t/"aOf operations AKO group acquisition of
Otani Kozui & Mars Logistics’s l
15%
1929 1974 1985 1989 1994 1996 2002 2004 2010 2013 2015 2016 2017 2018
oy e
IHI TOCH\ 2MwGesTone TOYOTA HONDA AISIN !) Comonors Gy X sojitz THI
Realize your dreams I’uc““ . . _) _/ Realize your dreams
SOMPO MITSUISCO.
TAISEI . MITSUBISHI
JAPAN Panasonic ELECTRIC ~ ZBIIDGESTONE
° Rsl}galznn I'ng Changes for the Better
S~MITSUBISHI f
(DMUFG  (Gsyuasa Cironorsy
N KANSAI PAINT
TK WORl(a Marubeni
Nitto Beyond Steel
HITACHI HITACHI
TOYOINK dentsu

KANSAI PAINT
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Foreign Direct

Investment (FDI)

Japanese companies realize 45 M&A deals in Turkey over the last 7 years..

Year Acquirer Target Sector Stake
2011 Fuijifim Corporation Filmed Tibbi Cihazlar Healthcare 100.0%
2011 Mitsubishi Corporation Piyale Un Food & Beverage 50.0%
2012 Fujiflm Corporation Filmat Services 100,0%
2012 Konica Minolta [Transteknik Teknoloji \Wholesale & Distribution 100,0%
2012 Nissin Foods Bellini Gida Food & Beverage 50,0%
2012 Nitto Denko Bento Bantgilik Manufacturing 100,0%
2013 Globalturk Capital & Mitsui Private Equity [Tempo Cagri Merkezi Internet & Mobile Services 43.8%
2013 IAjinomoto Kukre Gida Food & Beverage 50.0%
2013 Hitachi Transport System Mars Lojistik Grup Logistics & Transportation 51.0%
2013 Kagome [Tat Tohumculuk IAgriculture & Breeding 51.0%
2013 Mitsubushi Electric Genel Teknik Sistemler Services 100.0%
2013 Panasonic Corp \Viko Elektronik Manufacturing 90.0%
2013 [Terumo Corp. Gada Turkey \Wholesale & Distribution 100.0%
2013 [Toshiba Medical Systems [TMST Tibbi Sistemler \Wholesale & Distribution 100.0%
2014 Denso DJ Cool Klima ve Sogutma Cihazlari Manufacturing 50.0%
2014 Marubeni Corporation [Temsa Is Makinalari \Wholesale & Distribution 49.0%
2014 Mitsubushi Electric Klima Plus \Wholesale & Distribution 100.0%
2014 Mitsubushi Heavy Industries Kirklareligaz Eneriji Energy 50.0%
2014 NH Foods Ege-Tav Food & Beverage 60.0%
2014 Nikkei Business Publications Mutlu Dergi Grubu Media 80.0%
2014 Ricoh Ofis Teknik \Wholesale & Distribution 100.0%
2014 Ricoh Saral Biro \Wholesale & Distribution 100.0%
2014 lYusen Logistics inci Lojsitik Logistics & Transportation 32.0%
2015 DyDo DRINCO Inc. Della Gida, Bahar Su, ilk Mevsim Meyve Sulari Food & Beverage 90.0%
2015 GS Yuasa International Ltd. inci Akii Manufacturing 50.0%
2015 Kubota Corporation Marubeni AG Makine Manufacturing N/D

2015 Kyocera Corporation Bilgitas Document Solutions Turkey Manufacturing 60.0%
2015 Mitsubishi Corporation Calik Eneriji Energy 4.0%

2015 Mitsui & Co. Sarten Ambalaj Manufacturing 15.0%
2015 Nissan Motor Co. Ltd. Nissan Otomotiv A.S. \Wholesale & Distribution 99.0%
2015 Sumitomo Corporation MKS Transformator Ekipmanlari Manufacturing 19.0%
2015 [Takeda Neutec Kalite Yonetimi (Portfolio of 13 products) Pharmaceuticals 100.0%
2015 [Toyo Ink SC Holdings Co Ltd Dyo Matbaa Miirekkepleri Manufacturing 75.0%
2016 IAjinomoto Orgen Gida (Bizim Mutfak) Food & Beverage 100.0%
2016 Canon Eurasia Mas-Deha \Wholesale & Distribution 100.0%
2016 Hitachi Kokusai Electric BCS Teknoloji Yayincilik ve Haberlesme Sistemleri Services N/D

2016 Hitachi Ltd Kurt & Kurt Healthcare 75.0%
2016 Kansai Paint Polinas Plastik Sanayii ve Ticaret A.S. Chemicals 50.0%
2016 Mitsui & Co. Inventram IT & Technology 30.0%
2016 [Takii Seed Rito Tohumculuk (Breeding Division) IAgriculture & Breeding 100.0%
2017 Ajinomoto Kukre Gida Food & Beverage 50.0%
2017 Dentsu Aegis Network SesliHarfler Media 100.0%
2017 DyDo Group Holdings Merpez Ticaret Food & Beverage 80.0%
2017 Hitachi Transport System Mars Lojistik Grup Logistics & Transportation 15.0%
2017 Marubeni Corporation Saide Tekstil Textile 46.0%

Source: Deloitte M&A report
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Foreign Direct Japan and Turkey have strong economic ties as Japan being the first foreign investor in Turklshé\if/
Investment (FDI) | Republic in 1929..

Priest, Explorer, Entrepreneur Kont
Otani Kozui invested in Turkey in
1929

Japanese expats in city of Bursa in 1929

View from Turkish Japanese Silk
Weaving and Paint factory in 1929

Source: Kont Otani Kozui ve Tlirkiye, D. Kiglkyalgin



Foreign Direct

Japanese giants have been increasing their investments in Turkey..

Investment (FDI)

~

MITSUBISHI
ELECTRIC

Manufacturing Room Air Conditioning in
Turkey since 2016

Currently one manufacturing plant in Manisa
400 employee

500.000 units of air conditon per year

IHI

Realize your dreams

Active in Turkey since 1974

Engaged in Infrastructure, energy, industrial
systems, machinery aeroengine, space and
defense

Turbo Compressor Manufacturing JV with
Dalgakiran

Manufacturing automotive parts in Turkey
since 2002

Three manufacturing faclities and Technical
Design Center in Tuzla, Istanbul

80 million € sales which 20% is from exports

593 employee

Manufacturing Automotive in Turkey since
1994

%90 of production is exported
5.400 employee

2nd biggest exporter of Turkey (In 2018: 4.4
Billion US $)

SUMITOMO RUBBER AKO
Lastik Sanayi ve Ticaret A.S.

Producing tyres for passenger cars in Turkey
One factory in Cankiri

Has been in Turkey since 2012

Exports 85 % of its production

1700 employee

Producing automotive battery & industrial
batteryin Turkey

3 production facilities in Manisa.
782 employees

GS Yuasa acquired 50% shares of inci Akl
A.S. in 2015 and inci GS Yuasa was formed




What can Invest in
Turkey do for you?

A governmental agency reporting to
the President

General & customized
business information &
Sectoral analysis & reports

O
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Facilitating your
investment at all stages

--+ assist you before, during and after your entry into Turkey

PRIVATE

Private sector approach with public
sector capabilities
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Site selection support to find Arrangements of meetings

appropriate location/land for with governmental bodies
your investment and other stakeholders
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Matchmaking with local partners & Project launch & Press
establishing business linkages release Services

Acting as your solution
partner
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Facilitating your visit
to Turkey




PRESIDENCY OF THE REPUBLIC OF TURKEY

INVESTMENT OFFICE

o [investturkey @ /invest-in-turkey o /investinturkeysocial /investinturkeyispat



https://www.linkedin.com/company/invest-in-turkey
https://www.youtube.com/user/investinturkeyispat
https://twitter.com/InvestTurkey
https://www.facebook.com/investinturkeysocial
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