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How An Imported Crisis Affected Exports...

In the wake of the global crisis, many people have asked “why was the Turkish
economy, whose domestic demand outweighs external demand, so
negatively affected — particularly in terms of industrial production, capacity
utilization, and employment — by what was simply an external demand
shock?”. No satisfactory answer has yet been put forward. While the worst
seems to be behind us now, an analysis of the factors that negatively affect
economic activity will help reduce vulnerability when the global growth cycle
enters similar phases in future. We thus welcomed the Central Bank’s new tack
of relying solely on hard facts — even though this may not cover every eventuality.
The keen reader may want to read the “Global Crisis, External Demand Shocks,
and the Turkish Economy” in the Inflation Report, but we will attempt to
summarize the report’s key findings. The analysis starts by stressing the fact that
the decline in international trade was a key inhibitor of economic activity during
the global financial crisis. In fact, global trade had grown 20 percent annually on
average before the crisis and then contracted by over 20 percent in the year
2009 alone. One would naturally conclude, based on data from numerous
countries, that countries with a relatively high share of exports in their GDP
saw their growth rates more adversely affected by the crisis than those with
a lower share of exports. But in Turkey, exports make up a low share of
GDP, so the answer must be sought elsewhere. In countries considered to
have a high share of exports, exports make up 68.7 percent of GDP, while in
those with a low share of exports, this rate stands at 17.5 percent; Turkey has a
share of approximately 17 percent. The analysis notes that the effects of reduced
external demand on the Turkish economy were more pronounced than what
would have been expected given Turkey’s place in the country export share
rankings. Finally, the analysis suggests that that the export markets themselves
and the composition of exports played a key role in how the global crisis affected
Turkey.
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To put it simply, the share of exports in the Turkish economy may be
relatively low, but the negative effects of external demand shocks were
aggravated by two factors: our export markets include countries that have
suffered more from the crisis than others and our exports consist
predominantly of goods that are sensitive to cyclical changes in the global
economy. Developed countries and the EU in particular account for a significant
share — nearly two thirds — of Turkey’s total exports, such that Turkey ranks 49th
among 105 developed countries based on the share of developed countries in a
country’s export markets. Turkey is predominantly an exporter of manufactured
goods: automotive, machinery, transportation and iron & steel industrial products
make up 14 percent, 13 percent, and 13 percent of our total exports, respectively.
Furthermore, Turkey ranks among the top 10 of a total of 139 countries that have
high shares of automotive and iron & steel industrial products in their total
exports. As a result, the poor external demand associated with the global crisis
has had a similar negative impact on Turkey (whose share of exports in total
economic output is low) as on countries that mainly export capital goods and
consumer durables.

Export Orientation* and Average Growth for Sectors After Crisis Employment Changes and MENA** Share in Exports
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(*) Export share in total manufacturing exports divided by share in total output. (**) MENA: Middle East and North Africa
Source: EPRI

Beyond this macro view, EPRI (Economic Policy Research Institute) published
two policy papers (“The Effects of the Structure of Exports on Unemployment
during the Crisis Period”, September 2009, and “The 2008 Crisis: Asymmetrical
Recovery in the Sectors”, April 2010) that studied the micro effects of exports
on, for example, sector growth and employment in the provinces. The first
observation from these papers is that production in sectors that are more
export-oriented and more closely integrated with the global economy was
harder hit by the crisis. For instance, production in the export-oriented refined
petroleum products (PET) industry shrunk by 15.5 percent but production in the
less export-oriented tobacco products (TUT) industry rose by nearly 5 percent.
Similarly, production in the automotive manufacturing (TASIT) industry and in the
clothing (GIY) industry contracted by 14 and 11 percent, respectively, while
production was up in other less export-oriented sectors such as medical and
optical instruments (TIBBI), printing and publishing (BASIM), forestry goods
(AGAC), and food and beverage (GIDA).

The second observation is that the unemployment problem is growing in
provinces that are more directly linked to the global economy and heavily
reliant on export-oriented industries. In export-driven Hatay, for example, the
registered employment rate fell by 5.3 percent, while in the less export-focused
Giresun, the registered employment rate grew by nearly 2 percent. Similarly, this
rate contracted by 7.8, 8.2, and 8.8 percent respectively in Istanbul, Kocaeli, and
Manisa, but rose in the less export-driven provinces like Erzincan, Kilis, Isparta,
and Giresun. The final observation from these policy papers concerns the
variation in employment statistics between provinces: the region to which a
province’s exports are sent is as important as the province’s level of export
orientation. As an example, the MENA (Middle East and North Africa) region
accounts for 80 percent of total exports generated from Sanliurfa, while for Bursa
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this share is just 11 percent. In general, the greater the share of exports a
province makes to the MENA region, the better its employment situation.

To sum up, the slump in international trade has inhibited economic activity on the
macro level throughout the global crisis. Growth rates in highly export-oriented
countries have suffered more than those in countries with a lower share of
exports in national output. And while the share of exports in the Turkish economy
is relatively low, the impact of external demand shocks was stronger in Turkey
because our export markets are for the most part the developed countries that
bore the brunt of the global crisis, and our exports consist primarily of goods
vulnerable to cyclic developments in the global economy. On the micro level, the
crisis had a greater negative impact on production and employment in sectors
and provinces that are more export-oriented and more tightly interconnected with
the global economy. What is more, the destination of those exports made a
difference to the ultimate impact of the crisis.
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Economic and Political Agenda

= This week at home on Monday, April cash based primary surplus and March
industrial output and on Tuesday March C/A deficit will be closely eyed. At
abroad, in the Eurozone, Q1 flash GDP and industrial production data are going
to be the most important data. Furthermore, in the US, March foreign trade
balance, April retail sales, industrial production and May Michigan sentiment
index will be tracked by investors.

Data issuances at Home

Importance Indicator Unit Date of issuance  Fortis (Consensus)
Medium Cash Based PS, Apr. TRY bn May. 10" -
High Industrial Output, Mar. % yly May 10", 7:00 GMT 21(19.8)
High C/A deficit, Mar. US$ mn May 11", 7:00 GMT -3,900 (-3882)

Data issuances Abroad

Importance Country Indicator Unit Date of IssuanceConsensus
High Eurozone GDP Flash, Q1 %, a/q  May, 12", 9:00 GMT 0.2
High Eurozone Industrial Production, Mar. %, m/m  May, 12", 9:00 GMT 0.9
Medium u.s. Foreign Trade Balance, Mar. US$bn May. 12", 12:30 GMT -40.0
High us. Ret. Sales, Tot.&ex-auto, Apr. %, m/m May, 14", 12:30 GMT 0.3 & 0.5
Medium us. Capacity Use, Apr. % May, 14", 13:15 GMT 73.6
High u.s. Industrial Production, Apr. %, m/m May, 14", 13:15 GMT 0.5
High us. Michigan Sent. Ind., May - May, 14", 13:55 GMT 73.2

Macro-Economic and Financial Forecasts

Macro Economic Outlook of 2009-2012

2009 2010f 2011f 2012f
GDP (TRY - bn) (*) 954.0 1,090.1 1,197.4 1,310.7
GDP (US$ - bn) () 616.6 721.9 776.7 834.3
GDP Growth (yly % chg) (*) -4.7 6.0 4.0 4.0
PPI (yly % chg) 5.9 5.0 5.0 5.0
CPI (yly % chg) 6.5 8.0 6.0 55
Trade Balance (US$ - bn) -38.6 -62.4 -70.6 -70.5
Exports (FOB, excl. luggage trade) 102.2 113.1 132.6 144.4
Imports (CIF, incl. gold) 140.8 175.5 203.2 214.8
Current Account Balance (US$ - bn) -13.7 -35.0 -39.8 -36.9
Current Account Balance / GDP (%) -2.2 -4.9 -5.1 -4.4
(*) 2010 values are our forecasts
Financial Indicators Forecasts
May 7*" m 3M 6M 12M 2010 2011
USS$/TRY 1.5291 1.5500 1.5200 1.5200 1.5300 1.5200 1.5600
EUR/TRY 1.9536 1.9400 1.9800 2.0100 2.0500 2.0100  2.1500
FX Basket 3.4827 3.4900 3.5000 3.5300 3.5800 3.5300 3.7100
EUR/US$ 1.2776 1.2500 1.3000 1.3200 1.3400 1.3200 1.3800
Policy Rate 6.50% 6.50% 7.00% 7.50%  10.00% 8.50% 10.00%

Benchmark Bond 9.56%  10.00% 10.20%  10.80% 11.50% 11.00% 11.50%




Fortis Bank SA/NV
Montagne du Parc 3
B-1000 Brussels
Belgium

Tel: +32 2565 11 11

Fortis Bank, Succursale en France

30, quai de Dion Bouton
F-92824 Puteaux Cedex
France

Tel: +33 1 55 67 72 00

Fortis Bank Hungary
Deak Ferenc 15

1052 budapest
Hungary

Tel: +36 14 83 81 09

Fortis Bank Polska S.A.

P.O. Box 15

02-676 Warszawa
Poland

Tel: +48 22 566 90 00

Fortis Bank Romania
Tipografilor 11-15
013714 Bucharest
Romania

Tel: +40 21 401 17 02

Fortis Bank SA/NV, UK Branch

5 Aldermanbury Square
EC2V 7HR London
United Kingdom

Tel: +44 20 32 96 80 00

Fortis Bank Austria

Euro Plaza/D
Wienerbergstrasse 41
1120 Vienna

Austria

Tel: +43 181 1043 81 85

Fortis Bank Germany
Céacilienkloster 8
50676 Cologne
Germany

Tel: +49 221 1611-0

Fortis Bank ltaly

Via Cornaggia 10
1-20123 Milano

ltaly

Tel: +39 02 57 53 24 61

Fortis Bank Portugal

Rua Alexandre Herculano 50-6 Andar

1250-011 Lisboa
Portugal
Tel: +351 213 13 93 16

Fortis Bank Sweden
Birger Jarlsgatan 25
10396 Stockholm
Sweden

Tel: +46 8 505 375 59

Fortis Bank USA

520 Madison Avenue, 3rd Floor

New York, NY 10022
United States
Tel: +1 212 418 87 00

Fortis Bank Czech Republic
Myslbek Building

Ovocny Trh 8

117 19 Prague 1

Czech Republic

Tel: +420 225 43 60 10

Fortis Bank Greece
Sygrou Ave 166

17671 Athens

Greece

Tel: +30 21 09 54 43 70

BGL

50, avenue J.F. Kennedy
L-2951 Luxembourg
Luxembourg

Tel: +352 42 421

Fortis Bank SA/NV, Singapore Branch
63 Market Street #21-01

Singapore 048942

Tel: +65 65 38 03 90

Fortis Bank Switzerland
Rennweg 57

8021 Zurich

Switzerland

Tel: +41 58 322 09 70

Fortis Bank Denmark
Gothersgade 49 3.
1123 Copenhagen
Denmark

Tel: +45 3271 19 09

Fortis Bank Hong Kong
27/F, Fortis Bank Tower
77-79 Gloucester Road
Hong Kong

Tel: +852 28 23 04 56

Fortis Bank Norway
Haakon VII's gate 10
0161 Oslo

Norway

Tel: +47 23 11 49 50

Fortis Bank S.A., Sucursal en Espafia
Serrano 73

28006 Madrid

Spain

Tel: +34 91 436 56 00

Fortis Bank Turkey
Yildiz Posta Caddesi
No: 54 Gayrettepe
34353 Istanbul

Turkey

Tel: +90 212 274 42 80

Each research analyst primarily responsible for the content of this research report certifies that with respect to each security or issuer that the analyst covered in this
report: 1) all of the expressed views accurately reflect his or her personal views about those securities or issuers, and 2) no part of his or her compensation was, is,
or will be, directly or indirectly, related to the specific recommendation or views contained in this report.

Production of the document

Fortis Bank SA/NV, with registered office at Montagne du Parc 3, 1000 Brussels, Belgium ('Fortis"), is responsible for the production and the dissemination of this
document, which has been prepared by the individual(s) working for Fortis or any of its affiliates and whose respective identity is disclosed in this document (the
"persons involved") (together the "producers of the document”). This document can be distributed (i) by an affiliate of Fortis Bank SA/NV that is not registered
as a U.S. broker-dealer to major U.S. institutional investors only and (i) by Fortis Securities LLC, a U.S. registered broker-dealer, to all U.S. persons.

No public offer or financial promotion

This document does not constitute an offer or solicitation for the sale, purchase or subscription of any financial instrument in any jurisdiction. It is not directed to, or
intended for distribution to, any person or entity who is a citizen or resident of or incorporated or located in any jurisdiction where such distribution would be contrary
to local law or regulation and/or where Fortis would infringe any registration or licensing requirement within such jurisdiction. This document has been provided to
you for your personal use only and should not be communicated to any other person without the prior written consent of Fortis. Should you have received this
document by mistake, please delete or destroy it, and notify the sender immediately.

Sources and disclosure

Fortis believes that the information and/or the interpretations, estimates and/or opinions regarding the financial instrument(s) and/or issuer(s) to which this document
relates (respectively, the "financial instrument(s) concerned" and/or the "issuer(s) concerned") are based on reliable sources. Fortis makes no representations
as to the accuracy or completeness of those sources and, in any case, the recipients of this document should not exclusively rely on it before making an investment
decision. The interpretations, estimates and/or opinions reflect the judgement of Fortis on the date of this document and are subject to changes without notice.
This document has not been disclosed to the issuer(s) concerned prior to its dissemination by Fortis.

No investment advice

The information contained herein does not constitute investment advice nor any other advice of whatever nature (including advice on the tax consequences that
might result from making any particular investment decision). Investments in the financial instrument(s) to which this document relates may involve significant risks,
are not necessarily available in all jurisdictions, may be illiquid and may not be suitable for all investors. The value of, or income from, any financial instrument(s)
concerned may fluctuate and/or be affected by external factors such as exchange rates fluctuations. Past performance is not indicative of future results. This
document is intended for general circulation and does not take into account the recipient's particular financial knowledge and experience, investment objectives
and financial situation or needs, and is not intended as a personal recommendation to invest in the financial instrument(s) concerned. Before making an investment
decision on the basis of this document, an investor should consider whether such investment is suitable in light of, amongst others, its particular financial knowledge
and experience, investments objectives and financial situation and, if necessary, should seek appropriate professional advice. Neither Fortis nor any of its group
companies (including any subsidiary, affiliate or holding company), directors, officers and employees shall in any way be liable or responsible (whether directly or
indirectly) for any costs, claims, damages, liabilities and other expenses, including any consequential loss, arising from any use of this document, except in the
event of wilful misconduct or gross negligence on their part.

Supervision

Fortis Bank SA/NV is authorised by and subject to the supervision of the "Commision Bancaire, Financiéere et des Assurances/Commissie voor het Bank-, Financie-
en Assurantiewezen" (the "CBFA") in Belgium and each of its affiliates is regulated by the supervisory authority of the country in which it carries out its activities.
Copyright

This document contains information, text, images, logos, and/or other material that is protected by copyrights, database rights, trademarks, or other proprietary
rights. It may not be reproduced, distributed, published or used in any way by any person for any purpose without the prior written consent of Fortis or in the case
of third party materials, the owner of that content.

To check the occurrence of possible (conflicts of) interests please visit our website through the link:
http://www.fortisbusiness.com/fbweb/service/disclosures/companies.jsp



