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TOP STORIES 

1. Turkey reportedly preparing IPOs of large state bank stakes 
bne 
March 1, 2013 
 
Busy scrapping previously agreed infrastructure privatisations in a bid to get higher 
prices, Turkey's growing confidence has it preparing share sales of two state banks, 
according to unconfirmed reports, with IPOs of large stakes in Vakifbank and Ziraat 
Bank under preparation. 
 
Ankara will look to sell the stake in the country's largest state-run lender next year, 
in what it hopes will be one of the country's biggest stock market listings, unnamed 
sources told Reuters. The will go ahead in 2014 if international market conditions are 
favourable, the sources added. Turkey is also expected to seek an SPO in state-run 
lender Vakifbank in the third quarter of 2013, according to a source with knowledge 
of the subject. 
 
"It's being planned for 2014 ... The planned initial free float rate will be between 20-
25% percent," one of the sources told Reuters. Ziraat's General Manager Huseyin 
Aydin said earlier in February that the bank was being prepared for a possible IPO 
although there was no final decision on the timing. 
 
The planned sales of the state banks come as confidence in the Turkish government 
over the country's attraction for investors appears to be peaking, just as the markets 
start to pullback from their keen appetite for emerging market assets. Ever since 
October, when Fitch offered the country its first investment grade rating in close to 
20 years, analysts have been reporting an atmosphere of "euphoria" in the market.  
 
That was reflected earlier this week as the government - and more specifically, Prime 
Minister Recep Tayyip Erdogan - scrapped a $5.7bn deal for a package of roads and 
bridges with a consortium of local companies with a Malaysian partner. The sale 
agreed in December was originally welcomed as the assets finally found a suitor with 
the financing needed at the fourth time of asking. Erdogan however now insists the 
package should earn at least $7-10bn, and the PM is also mulling the cancellation of 
a January agreement to sell the Baskent gas grid - again following several failed 
attempts to offload it. 
 
However, that confidence is the result of the government's success last year in 
reining in the excesses that accompanied GDP growth of 8.5% in 2011, alongside the 
global appetite for higher yielding assets. However, both of those trends look about 
to run out of steam.  
 
Turkish imports have begun spiking again this year, risking the rise of the country's 
biggest risk - its current account deficit - once more. Meanwhile, the US Fed and 
European Central Bank have been sending signs that they are to start draining some 
of the huge volume of liquidity they have put on the markets, which is already seen 
limiting enthusiasm for EM assets.  
 
Although the Turkish banking sector is one of the most attractive around right now 
thanks to the economy's rapid development and appetite for credit amongst the 
population, there's also the worry of swamping the market with banking stock. 



Officials were forced to reassure investors late last year that they had no plans to sell 
any more shares in Halkbank in the near future. Following an SPO of a 24% stake in 
November - Turkey's largest-ever listing at around TRY4.5bn - concern over a 
potential overhang of shares was growing. 
 
 
2. Turkey's trade deficit begins re-widening  
Tim Ash (Standard Bank) 
February 28, 2013 
 
Turkstat just posted trade stats for January. These showed the monthly deficit at 
USD7.29bn, ahead of the USD7bn consensus and the USD7.1bn year earlier deficit. 
Now the data is interesting as this does suggest a turning point (just) perhaps in the 
improving trade/CAD trend evident over the course of 2012.  
 
Note that exports were pretty solid, showing 11.2% YOY growth, versus 13.1% full 
year growth in 2012 (underpinned by the big pick up in gold exports to Iran), but of 
note in the January data was the marked pick up in imports, which rose by 7.6% 
YOY, and which compares with the 1.8% full year contraction in imports in 2012 and 
which had shown the rebalancing story.  
 
Now this is all jolly interesting as it kind of dovetails with the CBRT's pretty efusive  
comments from the last MPC meeting in terms of the state of the recovery. Indeed, 
point 9 in the MPC release talked of "a remarkable uptick in domestic demand 
stemming from both consumption and investment" and evident in a range of recently 
released data/confidence indicators, and countering the weak December IP print. The 
last CBRT meeting with economists also gave the impression that the bank is 
confident that "real GDP growth will be at least 4%" in 2013. So according to the 
CBRT, recovery is on the cards, helped in its view by its policies, plus now a re-
acceleration in credit growth, evidence of fiscal loosening in recent months, plus 
continued success in job creation. The uptick in import demand would tend to 
support this view. 
 
Now this is all well and good, but a wider trade and likely current account deficit will 
just refocus attention back on the CAD and its financing. And therein the weakness 
remains 80% plus financing of the CAD in 2012 via hot money inflows, and these are 
big numbers we are talking about, i.e. USD40bn net portfolio inflows in 2012, of 
which USD32bn were debt-related. This is potentially worrying as over the past week 
investors have just begun to signal a turnaround in flows to EM debt funds, and 
evidence emerging of some outflows as investors move into equities. The Turks will 
hope that a reversal of debt related flows will be replaced by equity inflows, but I 
just dont expect this to be smooth and a 1:1 conversion. Indeed, if the FX adjusts, 
and rates are forced higher Turkish banks will be facing losses on their loan books, 
and remember the ISE-100 is made up signicantly of banks, which might again 
counter equity inflows.  
 
Against this backdrop, note our more downbeat views on the lira from our trip notes 
from last week. The line is EM's which have seen the biggest weight of inflows are 
most vulnerable to outflows. In Emerging Europe, Poland is top of the pile, but 
Turkey caught up significantly in 2012, with net inflows of around 5% of GDP, i.e. 
huge by comparison to its peers and history. 
 
 



3. Construction of third Bosporus bridge to kick off in May  
Hurriyet Daily News 
March 1, 2013 
 
The construction of the third bridge in Istanbul is to start by May, as seven Turkish 
banks agree on supplying a total of $2.4 billion for 10 years of funding, _brahim 
Çeçen, chairman of the IC _çta_ company that was part of the winning consortium, 
announced.  
 
"The project preparations have begun and the loan agreement with seven banks is at 
a final stage so we plan to get the approval of the Treasury in April to lay the 
foundation of the bridge in May," the chairman said. 
 
The construction of the third Istanbul bridge was awarded to the Turkish-Italian 
venture _çta_-Astaldi construction consortium. They will complete the construction of 
the bridge in 36 months at a total cost of about $4.5 billion. The bridge should be 
ready for use by the end of 2015, Turkish Transportation Minister Binali Yıldırım has 
said.  
 
By setting a precise date and sharing the details of project proceedings, Çeçen 
cleared the worries aroused after no loan agreements with banks were reported to 
the public since the tender was established nor were there any signs of construction 
beginning.  
 
The consortium has reached and tentative agreement with seven Turkish banks on 
$2.4 billion of financing and currently the lawyers of each party are working on 
forming a contract that fits the legislation, the chairman said.  
 
As soon as the contract with the banks is readied, the Treasury's approval, which he 
expects to be within April, will be awaited. 
 
"This bridge will be a millennium engineering masterpiece," Çeçen said, without 
giving any further information about the project as it will be presented by the Prime 
Minister. He said all aspects of the project are ready and only hinted that the legs of 
the bridge will look like the letter "A." Drilling on the construction of the bridge is 
ongoing, he added. 
 
_çta_ _n_aat-Astaldi won the bid, proposing plans to complete the project in the 
shortest period of time - 10 years, two months and 20 days - while its only final 
challenger, the Cengiz _n_aat-Kolin _n_aat-Limak-Makyol _n_aat-Kalyon _n_aat 
Consortium, submitted a much longer timeframe of 14 years, nine months and 19 
days. The large time gap between the two proposals - four years and seven months - 
was seen as controversial.  
 
Interest in third airport 
 
In cooperation with German airport operator Fraport, Çeçen's company, IC _çta_, 
also eyes the other gigantic Turkish project in the works: construction of a third 
airport in Istanbul.  
 
The two companies have gathered information about the details of the project and 
the tender to be held in May, according to Financal Times reports referring to two 



people present at the German and Turkish businesspeople's meeting with the Turkish 
economy minister and German Chancellor.  
 
"We're looking at tender documents but we look at many tender documents. As a 
matter of principle we do not comment on which privatizations we might plan to 
participate in," the Financial Times reported Fraport as saying.  
 
Fraport operates 13 airports worldwide including Frankfurt Airport in Germany and 
Antalya Airport in Turkey, which it has operated with IC _çta_ since 2007. The 
consortium won the operational rights of the airport until 2024 for $3.2 billion. 
 
The tender for the third airport to be built in Istanbul has received applications from 
16 firms thus far. 
 
The third airport's passenger capacity is planned to gradually reach 150 million 
passengers and the first phase in its construction is set to be completed by 2017. 
 
 
4. Turkish funds see USD 1.2bn outflows 
Erste 
March 1, 2013 
 
According to the CBT data, there were USD 1.2bn in outflows from the standard 
portfolio channels last week, driven by the bond market.  
 
Foreign investors sold USD 1.0bn to the local bond market during the week of 
February 22, after the sizeable USD 2.3bn of inflows registered in the preceding 
week. Accordingly, cumulative inflows have declined to USD 3.0bn so far this year in 
the bond market.  
 
Meanwhile, the equity market also continued to suffer outflows a fourth week in a 
row. Foreign investors were net sellers of USD 58mn during the week of February 
22. Y-t-d there have been USD 132mn in net outflows from the equity market.  
 
The outflows also continued from the Eurobond market as investors sold USD 116mn 
last week, which carried the y-t-d inflow figure to USD 0.3bn.  
 
 

REGIONAL NEWS 
5. Cost control helps Erste Group cap fourth quarter loss  
VTB Capital 
February 28, 2013 
 
 Erste Group has reported its preliminary 4Q12 and FY12 results. In 4Q12, the bank 
posted a loss of EUR 114mn, 17% less than the consensus forecast of a EUR 137mn 
loss. For FY12, Erste Group's earnings (excl. minorities) totalled EUR 484mn (imply 
ROE of 1.6%). One-off events have been compensated for by YoY drops in opex 
(2.4%) and provision charges (12.7%). Management guidance for 2013 is 
constructive, with operating results to stay broadly flat YoY, although low demand 
and a stable rate environment remain headwinds. This supports our Hold 
recommendation for the stock and we are reiterating our 12-mo Target Price of EUR 
24 which implies 2% downside potential.  



 
Operating results weakened in 4Q12 but cost control is tight. In 4Q12, Erste Group 
posted a net loss of EUR 114mn due to one-off events, including proceeds from the 
sale of Ukrainian unit (an effect of EUR 75mn) and goodwill write-offs (EUR 305mn). 
This was less than consensus expectations of a EUR 137mn net loss, amid lower 
income tax. Operating results declined 1.5% QoQ due to NII coming 3.9% lower 
QoQ, while the provision charge was up 6.5% QoQ (CoR up to 177bp). Opex was 
down 0.9% QoQ and 3.0% YoY. The loan portfolio declined 1.2% QoQ (2.1% YoY) 
due to the disposal of the Ukrainian unit. Customer accounts grew 0.7% QoQ (3.5% 
YoY).  
 
Romania and Hungary to recover in 2013. In 4Q12, the Czech Republic posted a 
positive performance, with earnings up 25% QoQ amid a decline in LLP and opex. 
The country's economy is in recession. However, low growth (primarily from 
mortgages) and limited re-pricing put pressure on NIM. The EUR 88mn net loss in 
Romania will change to a small profit in 2013, we think. The Romanian unit saw CoR 
peak in 3Q12 and the banks expect a slight improvement in risk structure, which 
would be supportive for a decline of EUR 300mn in LLP in 2013 (-40% YoY from the 
EUR 737mn in 2012). The economy is starting to pick up on the back of 
infrastructure investment driven by EU money. In Hungary, the bank continues to 
downscale its presence, but the inflow of NPL has slowed significantly.  
 
Capital position is strong and bank does not plan any changes. The core Tier 1 ratio 
improved to 11.2%, from 9.4% at YE11, also due to the decrease in RWA. 
Management sees a 60bp effect from the potential introduction of Basel II 
requirements. The savings banks minority treatment has been resolved positively, 
the current structure will be preserved.  
 
Dividend for 2012. Management is to propose a EUR 0.4/share dividend for 2012, 
which implies a 2% dividend yield, and to service participation capital fully. A 20-
25% payout is targeted for the future.  
 
2013 outlook: EBS targets stable operating results (offsetting slightly lower 
operating income with lower operating costs) expecting growth to pick up from 
2Q13. For LLP a double-digit percentage decline is expected for 2013, driven by 
Romania (BCR to return to profitability in 2013).  
 
 
6. Cypriot Election Paves Way for Troika Agreement, but Does Not Change 
Probability of Default 
Moody's 
February 28, 2013 
 
On Sunday, Cypriot centre-right presidential candidate Nicos Anastasadies won the 
elections with 57.48% of the vote. The election results are a clear endorsement of 
pro-bailout policies that would allow a rescue package from the European 
Commission, European Central Bank and International Monetary Fund (IMF), 
collectively known as the Troika. Hence, we expect the new executive to begin talks 
with officials from the European Union and the IMF very quickly. However, this 
progress does not lower the probability of default for Cyprus (Caa3 negative), which 
is very high owing to bank recapitalisation needs that we expect to push general 
government debt up to 150% of GDP. 
 



Reaching an agreement with the Troika and securing disbursements before a €1.4 
billion bond repayment is due in early June 2013 are critical to ease the liquidity 
constraints Cyprus faces. However, the former president, Dimitris Christofias, 
opposed some of the conditions attached to a potential bailout, such as freezing the 
cost of living allowance (COLA) or privatising profitable state enterprises, in effect, 
blocking negotiations. Consequently, eight months have passed without result since 
Cyprus approached the Troika for liquidity assistance. 
 
Although we believe that access to short-term funding will remain sufficient for the 
Cypriot government to meet its funding needs through the end of May, unblocking 
political opposition to some elements of the Troika's draft memorandum of 
understanding is a positive development. In addition, the election outcome lowers 
the risk that austerity measures, which are necessary to put Cyprus' public finances 
on a more sustainable path, would not be implemented. 
 
The government's fiscal deficit has remained quite high since the beginning of the 
global financial crisis. The European Commission's most recent forecasts estimate 
Cyprus' deficit at 5.5% of GDP in 2012, pushing debt levels up to 86.5% of GDP. 
President-elect Anastasadies' clear signals that he would accept the conditionality 
attached to the package is a positive for fiscal consolidation, although the extent of 
the measures eventually needed will remain heavily dependent on the final 
assessment of Cypriot banks' recapitalization needs. 
 
While the evolution of the political landscape is positive, it comes at a time when 
Cyprus' economic growth outlook is very weak; the European Commission estimates 
that real GDP growth contracted by 2.3% in 2012, and we forecast a 4.0% 
contraction for 2013. This partly reflects the effect of the prolonged uncertainty 
about the country's rescue package, which undermined private consumption and 
investment. It also reflects the significant government expenditure cuts that the 
government planned for 2013. 
 
Moreover, the election does not change our assessment of the probability of Cyprus 
defaulting. Domestic banks' recapitalization needs remain uncertain and we 
anticipate Cyprus' debt burden will rise dramatically, reaching an unsustainable level. 
There is a 50% chance that the sheer size of Cyprus' anticipated debt load will 
eventually compel authorities to pursue every avenue for debt reduction, including 
private-sector losses on Cypriot debt. 
 
 
7. G7 and  BRICS see moderate growth of merchandise trade in fourth 
quarter of 2012   
OECD 
February 28, 2013 
 
Merchandise trade showed moderate growth in the major economies during the 
fourth quarter of 2012. Compared to the third quarter, the value of merchandise 
exports and imports for the G7 and  BRICS countries increased by 1.2% and 1.0%, 
respectively. However, performance varied widely across individual countries.  
 
 Compared to the previous quarter, merchandise imports and exports increased in 
the fourth quarter of 2012 in the United States (by 0.9% and 1.4%, respectively), 
China (by 2.8% and 3.8%), the Russian Federation (by 1.1% and 4.8%), India (by 



6.5% and 3.1%), Brazil (by 7.7% and 1.1%) and, more moderately, France (by 
0.8% and 0.1%).  
 
 Imports grew and exports contracted in Germany (by 0.2% and minus 0.6% 
respectively) and in the United Kingdom (by 1.6% and minus 2.2%). Imports 
contracted grew as exports grew in Canada (by minus 0.2% and 1.4%) and in Italy 
(by minus 0.7% and 2.3%).  
 
 Imports and exports contracted sharply in Japan (by minus 4.4% and by minus 
3.9%) and more moderately in South Africa (by minus 1.4% and minus 1.0%).  
 
 
8. GEM Fund Flows Weekly: This is it  
Renaissance Capital 
March 1, 2013 
 
     ETFs push EM funds down. The trend, which started in January, has finally driven 
fund flows into negative territory. EM funds reported outflows of $240mn over the 
previous week. However, we note that ETF funds were the reason for these outflows. 
A total of $1.4bn went out of EM ETF funds over the week to 27 February. However, 
we believe that this could be a one-off related to MSCI rebalancing on the first 
trading day of March.  
 
    Negative flows across the regions. GEM funds were the only exception reporting 
inflows of $200mn. On the other hand, ETFs marked outflows of $430mn. Outflows 
from Asia (ex. Japan) of $200mn were driven by outflows from China of $680mn. 
EMEA continued to report outflows, which increased to $240mn. Turkish fund 
outflows were the second largest within the region at $70mn. Russian fund outflows 
were very close at $65mn. Emerging Europe regional fund outflows grew to $90mn. 
Outflows from Latin American funds were the largest at the regional level over the 
week to 27 February at $800mn. Most of it went out of Brazil.  
 
    EMEA equity-only funds below the watermark. Strong inflows into the region 
switched to outflows of $140mn. Outflows from Russian equity-only funds were the 
largest within the region ($90mn), followed by Turkey ($70mn). SA equity-only 
funds marked inflows of $20mn (the only major country to do so). Flows to SSA were 
mixed while Nigerian funds reported inflows of more than $0.4mn, a comparable 
amount went out of Kenyan equity-only funds.  
 
    Gold still strong. We continue to see inflows into commodity-dedicated funds 
almost doubling to $40mn as the price increases. Over the week to 27 February, the 
gold price was up 2.1%, to $1,597.4/oz.  
 
    EM indices further down. All EM indices under our observation were down over the 
week to 27 February. Among the worst performing were MSCI Hungary (-7.2%), 
MSCI Czech Republic (-4.1%) and MSCI Russia (-2.7%).  
 
  
 
 
 
 
 



9. Global Macro Jottings - Capital flows update 
VTB Capital 
February 28, 2013 
 
The McKinsey Global Institute has just published its latest report on developments in 
cross-border capital flows and it makes for interesting reading. Financial globalisation 
and an associated increase in cross-border capital flows has been the hallmark of the 
expansion in global financial markets over the past 30 years, reflecting the move 
towards financial liberalisation and deregulation. 
 
The global financial crisis of 2007-09 and the subsequent debt and banking crisis in 
the Eurozone have resulted in a setback on the growth of financial assets and a 
sharp fall in cross-border capital flows which are now 60% down from their 2007 
peak. Eurozone banks are responsible for a USD 3.7tn decline in cross-border claims 
over the same period, which has exacerbated a tightening of credit conditions 
globally. Central bank flows now account for 50% of Eurozone capital flows. The cost 
of the financial crisis is reflected in a USD 15.4tn increase in government debt 
securities since 2007, largely attributable to the economic and financial costs of the 
'Great Recession' .Of course, a large part of that debt issuance is in the books of the 
major central banks' balance sheets as part of their QE programmes. 
 
McKinsey argues that a continued retrenchment in financial globalisation could have 
damaging consequences for economic growth, though some might argue that a 
correction is an inevitable consequence of the unwinding of the credit excesses in the 
run-up to the crisis. However, emerging market economies continue to enjoy the 
shift in the economic centre of gravity, attracting a 32% share of global capital flows 
in 2012 compared with 5% in 2000. Of course, as we know, during periods of risk 
aversion in financial markets, international investors tend to play safe and pull back 
their investments from emerging markets ,though this is often temporary given the 
evidence from data that monitors cross-border portfolio flows. 
 
Nevertheless, McKinsey contends that global financial markets are at an inflection 
point. Either there is a move towards a more balkanised structure that relies 
primarily on domestic capital formation and concentrates risks within local banking 
systems or there is a move towards a 'healthier model' of financial globalisation that 
supports sustainable economic growth. 
 
The total value of world financial assets (equities, corporate and government bonds 
and loans) rose from USD 12tn in 1980 to USD 206tn in 2007. Financial depth, which 
measures those assets relative to GDP, rose from 120% to 355% of global GDP over 
the same period. Now, the value of world financial assets stands at USD 225tn and 
has fallen 43 percentage points relative to GDP since 2007. In the emerging 
economies, financial depth is on average half that of advanced economies as of 2012 
(157% versus 408%). 
 
The good news is that global current account imbalances have declined 30% from 
their peak (relative to global GDP). Global imbalances have been part of the G8/G20 
policy agenda for some years. 
 
 
 
 
 



STORIES FROM THE WEBSITE 
10. Architect of unorthodox policy to head Hungarian central bank 
bne  
March 1, 2013 
 
Confirming both one of the most widely expected appointments of recent times and 
the market's deepest fears, Hungarian Prime Minister Viktor Orban named Economy 
Minister Gyorgy Matolcsy as the next governor of the National Bank of Hungary 
(NBH) on March 1.  
 
Touted as the architect of Hungary's "unorthodox" economic policies - which critics 
argue have helped push the country back into recession - Matolcsy has long been 
viewed as the most likely to take over from Andras Simor, the outgoing central bank 
chief whose six-year mandate expires on March 3.  
 
Matolcsy's post leading the economy ministry will be taken by Mihaly Varga, the far-
more-respected state secretary in charge of aid talks with the International Monetary 
Fund (IMF) and EU. The new minister will continue to serve this function, the PM 
said, apparently without irony - those negotiations have been effectively dead for 
months. 
 
To read the full story 
www.bne.eu/storyf4622/Architect_of_unorthodox_policy_to_head_Hungarian_central
_bank 
 
 
11. EU to cap banker bonuses, raise capital requirements 
bne  
February 28, 2013 
 
EU officials approved a draft of measures late on February 27 aimed at reducing risk 
in the bloc's banking sector. The restriction on banker's bonuses, new capital 
requirements, and enforced increase in transparency are likely to be introduced from 
the start of next year.  
 
Under the deal, thrashed out by the European Parliament, European Commission and 
member states, bankers' annual bonuses cannot normally exceed their annual 
salaries, while banks must hold more high quality capital to increase stability in the 
sector. The only possible exception, allowing bonuses of up to twice annual salary, 
would have to be authorised by a 65% quorum of stockholders with at least a 50% 
stake in a bank.  
 
To read the full story 
www.bne.eu/story4621/EU_to_cap_banker_bonuses_raise_capital_requirements 
 
 
 
 
 
 
 
 



12. Latvia's non-res bank deposits a source of growing concern 
Mike Collier in Riga  
March 1, 2013 
 
Opinion is divided on the Latvian banking sector. According to the country's banks 
and regulators, it is in rude health with the central bank declaring bluntly that 
"concerns about the sustainability of the Latvian banking sector have no grounds". 
The International Monetary Fund (IMF) begs to differ, and has joined a growing list 
of critics saying so publicly.  
 
The cause of their concern is the increasingly high level of non-resident deposits 
(NRDs) appearing in the Latvian financial sector. On January 28, the IMF, in its own 
second review following Latvia's completion (and early repayment) of its €7.5bn 
bailout loan, warned that this rapid rise in NRDs in the banking system is "a potential 
source of vulnerability, with possible implications for Latvia's liquidity position and 
reputation."  
 
While attracting foreign money is in many ways desirable, it comes with numerous 
risks, particularly when a small, relatively poor state like Latvia finds itself 
guaranteeing big deposits washing over the border into banks that have big question 
marks over their transparency and stability.  
 
To read the full story 
www.bne.eu/storyf4620/Latvias_nonres_bank_deposits_a_source_of_growing_conce
rn 
 
 

POLITICAL NEWS 
13. Netanyahu slams Erdogan's comments on anti-Semitism as 'dark and 
libelous' 
Hurriyet Daily News 
March 1, 2013 
 
Israeli Prime Minister Benjamin Netanyahu criticized Turkish Prime Minister Recep 
Tayyip Erdogan's comments on Zionism and anti-Semitism on Feb. 28, describing 
them as a "crime against humanity." 
 
"I strongly condemn the comparison that the Turkish prime minister drew between 
Zionism and Nazism. I had thought that such dark and libelous comments were a 
thing of the past," Netanyahu said in a statement issued by the Prime Minister's 
Office, according to daily Haaretz. 
 
Speaking at the "Fifth Alliance of Civilizations Forum" in Vienna's Hofburg Palace on 
Feb. 27, Erdogan had criticized the attitude toward Muslims in certain European 
countries. "Just like Zionism, anti-Semitism and fascism, it becomes unavoidable 
that Islamophobia must be regarded as a crime against humanity," Erdogan said.  
 
Israel Foreign Ministry Spokesman Yigal Palmor also blasted Erdogan's remarks as 
"hollow words that only reflect ignorance." Palmor added that Israeli officials saw the 
remarks in the Turkish press. "Zionism is the national movement of the Jewish 
people and to deny any people their right to self-determination and to their national 



movement is absurd. We will not dignify such nonsense with any future comment," 
he said. 
 
According to Jerusalem Post, Israeli officials expect U.S. Secretary of State John 
Kerry to raise the issue of improving ties between the two countries during his trip to 
Ankara on March 1. 
 
The Turkish government has repeatedly demanded an official apology from Israel for 
the raid on the Mavi Marmara ship sailing to Gaza as part of a flotilla of activist 
vessels in May 2010, which killed nine Turkish activists on board. The incident 
caused a rapid deterioration in the bilateral relations between the countries and the 
Netanyahu government has so far refused to meet Turkey's demands and issue a 
formal apology or pay compensation to the families.  
 
The White House also condemned the remarks. 
 
"We reject Prime Minister Erdogan's characterization of Zionism as a crime against 
humanity, which is offensive and wrong," White House spokesman Tommy Vietor 
said in a statement. "We encourage people of all faiths, cultures, and ideas to 
denounce hateful actions and to overcome the differences of our times," he said. 
 
 
14. Turkey to deliver note to UN, replying to Greek claims on Cypriot shelf 
Hurriyet Daily News 
March 1, 2013 
 
Turkey will deliver a verbal note to the United Nations in reply to a recent Greek 
motion that argued that the areas Turkey had granted exploration permits in the 
Mediterranean were deemed to fall within the Greek continental shelf. 
 
The note, which will be submitted in the near future, will say the Greek claims have 
no ground under international law. 
 
Ankara's note to the U.N. will stress that the licenses that Turkey has given to the 
Turkish Petroleum Corporation (TPAO) since 2007 are within the boundaries of the 
Turkish continental shelf in the eastern Mediterranean.  
 
It will also express that Turkey has sovereign rights concerning exploration and 
drilling for natural resources in these fields that it will continue under international 
law.  
 
Greek Foreign Minister Dimitris Avramopoulos said the areas in which Turkey had 
granted exploration permits in the Mediterranean were deemed to fall within the 
Greek continental shelf. Greek officials informed their Turkish counterparts before 
they submitted the verbal note to the U.N. However, Greece failed to respond to 
Ankara's warning to the Greek government to avoid taking such a step.  
 
The Greek initiative at the U.N., which came ahead of the High-Level Cooperation 
Council meeting between Athens and Ankara, is seen by Turkey as the new Greek 
government's move to satisfy their public over promises given in their election 
campaign. 
 
 



ECONOMIC NEWS 
15. Market Commentary  
Erste 
March 1, 2013 
 
Asian markets were mixed, as Chinese factory numbers weighed on regional 
sentiment. Sideways opening expected for TR-Stocks, keeping positive bias, while 
focusing on TR- Manufacturing PMI.  
 
 
16. Turkey expects limited number of tender bids for third Istanbul airport 
Erste 
March 1, 2013 
 
 Transportation Minister Binali Yildirim said that if the number of participants in the 
upcoming third airport tender in Istanbul is above three, they will consider this figure 
a success. He added that they do not expect the number of participants to be around 
8-10, as certain groups may form consortia in the tender. According to Yildirim, they 
have been receiving requests from interested parties for a tender extension, as well 
as certain changes to the tender specifications, and they are evaluating those 
requests.  
 
Meanwhile, according to local daily Hurriyet, Fraport and Ictas Holding, which are 
currently running the Antalya Airport via a consortium, may bid in the third airport 
tender. Apart from the third airport discussion, Yildirim also said that the Turkish 
Airlines SPO is not currently on their agenda.  
 
The tender for a third airport in Istanbul will be held on May 3, 2013. We are 
currently relying on the minister's previous comments, which are quite decisive on 
finalizing the first phase of the airport by 2016, in making our assumptions, and we 
are assuming that the tender will be held according to its original schedule. However, 
we would take any tender delay related news as positive for Tav Airports Holding, 
but negative for Turkish Airlines. Regarding the news about Fraport and IC's interest 
in the third airport tender, only news indicating their lack of interest would have 
been noteworthy.  
 
 
17. Turkey retains spot in UK's best-value holiday top ten 
Hurriyet Daily News 
March 1, 2013 
 
Turkey has again been named among the world's top 10 best-value holiday 
destinations in the annual Worldwide Holiday Costs Barometer 2013 report released 
by British retail post company The Post Office.  
 
Turkey tops the list for the first time since 2008, having become even more 
affordable in the past five years because resort prices have fallen by a massive 16 
percent on average over the last 12 months, the report said. The country now also 
features on the "best value" lists of many top travel bloggers. 
 
The barometer compares in-resort prices for a shopping basket of eight items 
including drinks, sun cream and a meal for two. 



 
The Post Office takes the southern Aegean resort town of Marmaris as the basis for 
setting the prices in Turkey and calculated the daily total spending of two adults to 
be 52.89 pounds.  
 
Spain was crowned the cheapest European holiday destination, with the cost of 
eating out down 50 percent compared with five years ago, according to a survey. 
The country, however, shared first place overall with Sri Lanka. Two adults' daily 
expenses were estimated to be 36.14 pounds in Costa Del Sol in Spain. 
 
 
18. Turkish and Azeri firms to link up on stadium 
Hurriyet Daily News 
March 1, 2013 
 
Turkish construction firm Tekfen has signed a deal with Azerbaijani state-run oil firm 
Socar to build the Baku Olympic Stadium for $640 million. The deal comes at a time 
when the value of projects by Turkish contractors abroad has jumped nearly $5 
billion in the last two months.  
 
Tekfen and Socar reached an agreement for the joint construction project of the 
Baku Olympic Stadium on Feb. 17, which increased the amount of Turkish firms' 
foreign construction investments over the last two months to $4.7 billion, from $4.1 
billion. 
 
The latest deal comes after Polimeks won the tender for the International Ashgabat 
Airport in Turkmenistan, worth $2.2 billion, and Alsim Alarko signed a deal for the 
construction of the Aktogay Copper Facility in Kazakhstan, worth $633 million, at the 
beginning of the year. 
 
However, the total value of all Turkish contractors' projects abroad is more than 
$242 billion. Last year, Turkish firms carried out 433 projects abroad, worth $26.1 
billion. The total number of all-time projects last year reached 7,000 in 100 different 
countries. 
 
 

CORPORATE NEWS 
19. Anadolu Sigorta underperforms market expectations in its 4Q12 
financials   
Erste 
March 1, 2013 
 
 Anadolu Sigorta recorded a TRY 15mn net loss in its 4Q12 financials (4Q11 net loss: 
TRY 1.8mn).  
 
The announced result is much lower than the market consensus, based on a CNBC-e 
survey, which stood at a TRY 1mn net loss. The company also announced that, since 
there is no distributable profit on the 2012 financials, they will not make any 
dividend payment.  
 
  
 



20. Moody's upgrades Dogus' ratings to Ba2, outlook stable  
Moody's 
March 1, 2013 
 
 Moody's Investors Service has today  upgraded to Ba2 from Ba3 the corporate 
family rating (CFR) and to Ba2-PD  from Ba3-PD the probability of default rating 
(PDR) of Dogus Holding A.S.  
 
("Dogus"). The outlook on all ratings is stable.  
 
 RATINGS RATIONALE   
 
Today's rating action reflects (i) increased dividend contribution from  business lines 
other than financial services such as automotive and construction; (ii) higher 
recurring income from a growing real estate portfolio, resulting in a more stable and 
predictable cash flow pattern;  and (iii) a strong liquidity profile with sizable cash 
holdings of more  than $800 million as of December 2012 as well as the ability to 
extend  the company's debt maturity profile.  
 
 Dogus' cash coverage ratio has increased significantly to 6.4x as of  December 2012 
from an already solid 4.7x as of December 2011. This  increase is a result of a strong 
performance from its investment in Dogus  Otomotiv which distributed dividends in 
2012 for fiscal year 2011 of TL  above 70 million ($43.3 million) for the first time 
since 2008, and is  expected to continue as a cash flow contributor in 2013 following 
a  strong performance in 2012. The construction business also had a strong  
performance in 2011 and distributed dividends of TL8 million ($4.4  million); 
however its dividend contribution is not expected to be  material in 2013 due to the 
decreased number of projects. Dogus' growing  property portfolio - such as shopping 
malls (Istinyepark Shopping Mall or  Gebze Center), buildings and offices (the 
company is moving into new  headquarters which will reduce its operating expenses) 
-- also results in  an increase in the company's cash flow generation through rental 
income  contribution. Moody's expects a further increase in the company's  recurring 
income following the completion of the Boyabat hydro-electrical  power plant (HEPP) 
in Q4 2012 and the expected completion of the Aslancik  HEPP at the end of 2013.  
 
 Dogus' rating is also supported by its strong liquidity profile with a  current cash 
balance of more than $800 million sufficient to cover the  holding company's 
expected capex of $310 million for 2013 and debt  maturities for the next twelve 
months of $211 million, of which Dogus  refinanced $96 million with a minimum 
three year maturity, extending the  company's debt maturity profile.  
 
 The CFR remains constrained at the Ba2 level by (1) the high level of asset 
concentration, with Turkiye Garanti Bankasi AS (Garanti, Ba2 with  a stable outlook) 
on a consolidated basis representing more than 75% of  the group's total assets; (2) 
a high revenue concentration by geography  with more than 90% of the group's 
revenues generated in Turkey (3) market  value volatility of the company's listed 
assets; (4) FX volatility risk  as more than 90% of the company's debt is 
denominated in either USD or  Euro, mitigated, however, by an active hedging policy 
and (5) potential  for Garanti having lower dividend payouts in the future within the  
context of lower profitability projected for the Turkish banking system  
 
 
 



What could change the rating up/down  
 
Ratings at the Ba2 level assume that Dogus uses a large part of its  current cash 
holdings for investments and maintains on a sustained basis  a market value 
leverage (MVL) of below 35% pro forma such investments.  
 
Should the company formulate a more conservative long-term leverage target that is 
materially less than the 35%, ratings could be upgraded  to Ba1. Moody's would at 
the same time expect the BCA for Garanti Bank to  be at least at ba1 and the rating 
for the government of Turkey not lower  than Ba1. Higher ratings also assume a 
higher degree of disclosure for  unlisted asset as well as an even more pronounced 
cash income  contribution from non-financial businesses.  
 
 A significant deterioration in the company's leverage -- MVL of above 35%  and cash 
coverage of below 3 times -- could put pressure onto Dogus'  rating. Although not 
anticipated, a prolonged downturn of the Turkish  economy could also exert pressure 
given Dogus' high exposure to the  domestic economy and its dependency on cash 
income from Turkish  corporates.  
 
 Headquartered in Istanbul, Turkey, Dogus Holding A.S. is an investment  holding 
company owned by the Sahenk family. It comprises more than 150  companies, 
which are active in seven sectors: financial services,  automotive, construction, 
media, tourism & services, real estate and  energy. The company's main activities 
are tied to the Turkish economy,  but Dogus is aiming to create regional leaders in 
the respective  industries. As at the end of September 2012, Dogus' combined assets 
under  management amounted to USD111 billion, of which USD96 billion were  
related to its investments in financial services, and consist of a stake in Garanti Bank 
of approximately 24.9%.  
 
 
21. Moody's assigns A3 rating to Sberbank's Turkish Lira LPN  
Moody's 
February 28, 2013 
 
 On 27 February 2013, Moody's Investors Service  has assigned an A3 foreign 
currency debt rating to the Turkish Lira (TRY)  550 million 7.4% senior unsecured 
loan participation notes (LPN) due 2018  issued by SB Capital S.A., a Luxembourg-
based special purpose vehicle,  for the purpose of financing a loan to Sberbank 
(Russia). The notes are  issued under SB Capital S.A.'s multi-seniority $30 billion LPN 
programme.  
 
The outlook on the rating is stable.  
 
 The notes referenced above rank pari passu with other senior unsecured obligations 
of Sberbank.  
 
 RATINGS RATIONALE  
 
The A3 rating assigned to the notes is based on the credit quality of Sberbank, the 
ultimate obligor under the notes. Sberbank's creditworthiness is underpinned by the 
bank's leading business franchise in Russia, its dominant position in all major market 
segments, and its  unrivalled countrywide branch network. Sberbank has a strong 
earnings-generating capacity and good financial fundamentals, particularly asset 



quality, profitability and liquidity. Sberbank's  ratings also benefit from Moody's 
assessment of very high probability of  systemic support from the Russian 
government, due to Sberbank's high  systemic importance.  
 
 What Could Change the Rating - Up / Down  
 
Any future positive rating action on Sberbank's D+ BFSR would require 
improvements in the bank's standalone credit profile. The bank's debt  and deposit 
ratings have no upside potential until the sovereign rating  of the Russia 
(Baa1/stable) is upgraded.  
 
 Downward pressure could be exerted on the BFSR as a result of a  substantial 
negative shift in the bank's financial performance or  material deterioration in asset 
quality and capitalisation. Sberbank's  deposit and debt ratings could be downgraded 
if the likelihood of  external support is perceived by Moody's to be lower or if the 
sovereign  rating of Russia comes under negative pressure.  
 
 
22. Turkish receives three bids for Hamitabat Privatization  
Erste 
March 1, 2013 
 
Turkey's Privatisation Authority has announced that they received three bids (Limak 
Dogalgaz Elektrik Uretim A.S., Ozkar Insaat and Fernas Insaat) before the deadline 
for the submission of bids for the privatization of the Hamitabat natural gas fired 
power plant.  
 
 


