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Executive

Summary

Turkey has a growing chemical industry that offers opportunities in mang.
areas... \

invest.gov.tr

A Turkish chemicals industry has been robustly growing over the past decade with approx. S%AGR

Robust _ _ _ : . . :
. A Customer industries, such as plastic & rubber, automotive, construction, textiles, and electrical
rowth in the
g indust machinery are growing and therefore further supporting the growth of chemicals
Inaus . . . .
y AExport opportunities due to Turkeyks proximify
A Strong macroeconomic growth with increasing income per capita and a bourgeoning middielass
. Favotrablet A Favorable demographics with a dynamic, young, and skilled labor force supporting the industry
iInvestmen . .
envir(S)nment A Cost-competitive labor and energy prices
A Strong government support through incentives
L ti A Diversified sub-sectors in the industry with specialty chemicals, polymers, and consumer chemicals
tcta '_Ve_ driving the growth
opportunity in A World-scale domestic demand offers ample opportunities in areas such as petrochemicals, paints &
sub-sectors coating, and cosmetics
S A Global chemical giants have been present in Turkey, both engaging in significant manufacturing
int t'g | activities and using Turkey as a hub to access regional markets
internaton . . .
ernationa ASuccessful partnerships with | ocal compani es
presence

experience and networks
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(e1[o)e- 1N 1141 [e- 1 Global chemical market, driven by the rise of China, has almost doubled over the
VETGH past decade, with Turkey following t gl

invest.gov.tr

Global Chemicals Sales Market Shares of Global Chemicals Sales ($ Billion)

+568%

2 $3.9

trillion 511 647

689

2005 2015

Source: Cefic Chemdatalnternational 2016, Ministry of Sciencelndustry and Technology (MSIT), excluding pharma, rubber and plastics products



VLN ETNTE IR |n line with global developments, Turkish chemical sales have also
Market doubl ed over the past decadeco
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Turkish Chemical Sales($ Billion) Breakdown of the Chemical Sales (%)
\"Ei(i?/ Consumer
2005-2015 chze;}ig/?ls

Other basic
organics1,8%

Specialty
chemicals
32,9%

19,0

13,9

Polymers25,6%

ADyes & pigments2.2% | A Plastics in primary form19.6% | A Industrial gases %
A Crop protection 2.2% | A Synthetic rubberin primary | A Fertilizers .5806

APaints & inks 13.6% forms 0.1% A Other inorganics 55%
A Auxiliaries 15% | AMan-made fibers5.9%

2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

Source: Turkstat, MSIT, ISPAT Team Analysis *ISIC Rewcéde 20, including domestic and export sales, excluding pharma and rubber & plastics.
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End-use Sustainabil

: ] ity of growth in
industries chemicals indu

stryo

Customer .

Industries
Rubbgr = Textiles MEESE SO Automotive Elep gl Agriculture Construction
Plastics Non-Metals Beverage Equipment
2006-2015 N N N N N N N N
CAGR 4.3% 3.9% 6.9% 7.6% 5.1% 4.9% 12.9% 10.2%
2"djargest plastics 9™ largest steelmaking 17" largest automotive 7™ largest agricultural
producer after country in the world & manufacturer, producing producer in the world;
Germany in owner of 72% of global over 1 million vehicles per demand for fertilizer is
Europe boron reserves year 10t highest in the world
[ ® L [ )
One of the biggest European Largest sector in Largest TV and white 750K+ residentia
consumers of several textiles, Turkey, with $70 goods manufacturer units built per yeal
such as acrylic fiber (60% of EU billion production in Europe

demand) and PESiber (29%)

SourceMSIT, ISPAT Team Analysis



Despite its dependency on imports of raw material, Turkey also offers

Foreigntrade . S :
Y I ncreasing export opportunltles | /
invest.gov.r
CHEL Exports of Chemicals & Chemical Products Breakdown ofexports by sub-sector 2006-2016
2006-2016
- 6.8% Others Basic chemicals
7,1
/ 6,8
6,2 6,6 6,5 6.0
51
4,5 aa
3,1 3.7 ' ManMade
Fibers Soap and
Detergents
g &5 8 8 8§ g 9 g I 8 g Plast|cs&Synthet|c
o o o o o o o o o o o
N & & & § § & © & & « Rubber in Primary Forms
Imports of Chemicals & Chemical Products Breakdown of imports by subsector 2006-2016
Billion USD Plastics &
Synthetic
i Rubber In Primary
28 W 27 29
22
Man-Made
Fibers
Other Chemical
(o] N~ [ee] (@] o —l [qV] ™ < Lo © Product .
8 8 8 8 g & & &g g g ¢ roducts Basic chemicals
[qV} AN AN AN N N N N N AN [V}

Source: Turkstat, ISIC Rev 4 codes 20, Pharma aRtastics&Rubbemproducts excluded.ISPATTeam Analysis
< >



HO(IWACR G Turkey is well connected with the region through the Custom Union with EU and

@) i n

UEUGES FTAs with 28 countries, further incr ,
invest.gov.tr
Turkey may well be used as an Increase in Imports of Chemicals from 2005 to 2015 ($Billion)
export base to grow’
Over the past decade, regional Europe Russia 25
223
trade of chemicals increased by 11
$135bn, reaching $332bn in
2015, up from $197bn in 2005; 2005 2015

68% growth

2005 2015

332

" |ncreay' 134,6

MENA g

36

2005 2015 T

K J 2005 2015

Chemical manufacturers in Turkey can access these markets without any custom restrictions

Source: UNComtrade, Turkey has signed Free Trade Agreements (FTA) with Albania, Boshlarzegovina, Chile, Egypt, Faroe Islands*, Georgia, Ghand&eland, Israel, Jordan, Kosovo*, Lebanon*,
Macedonia, Malaysia, Mauritius, Montenegro, Moldova*, Morocco, Norway, Palestine, Serbia, Singapore*, South Korea, Switzdréad Lichtenstein, Syria, Tunisia. (*to be ratified).
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Major Players

around
and

ar e

ocal

Ther e
bot h |

20K

foreig

companies
n players

@
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Others

Total Chemicals Sales* 2015
o ETIMADEN

ISLETMELERT GENEL MODURLOGD

o Petkim

Top 10
players

TOROS TARIM

N
Soda Sanayii A.S.

S S A

e

Ha@o

dyo

Share in sales

Location

[zmir

Istanbul

Istanbul

Istanbul

Istanbul

Istanbul

Adana

Istanbul

Istanbul

Izmir

Source: ISO 500 2019\ace 20. Pharmaceutical and Plastics & Rubber companies excluded, *production sales
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OIS A track record of growth and a
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13" largest economy in the world

Actual Forecast

Average
Annual GDP
Growth
2003-2016

Average
Annual GDP

Growth
2017-2019

2016 GDP($Trillion, PPR Real GDFGrowth (Index: 2002=100)

%
240
Turkey
China (1)
220
Us (2)
India (3) 200 Poland @
olan
Japan (4)
Germany (5) 180 Romani@
Russia (6)

. 160
Brazil (7) Czechia
Indonesia (8) [} 3.0

uk ) [l 28 Hungaryg
France (10) - 2,7 120

140
Mexico (11) [} 2.3

ltaly (12) [} 2.2 100
Turkey (13) . 2,0

2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019

N
A%

Source: Turkstat, OECD, World Bank, IMF, PPP: Purchasing Power Parity



Bourgeoning ¢ dzNJ Seé Qa éézyzvxqvaNzéﬁK KIa Lk

Middle Class emergence of a sizeable midd@f | & & X

9
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Tripling Income per capita

(GDP per capita, current prices) GDP per capita in countries with population over 50 million

s
Germany (2)
oK)
sapan (4
France (5) AT
Italy (6) countries with
Korea (7) population over

50 million, only 8
Turkey (8) countries havi
Russia (9) GDP per capita

2002 2016 Brazil (10) over $10,000

The Rise of Turkish Middle Class
2002 Income Groups 2016

(Annual disposal income per capita)

1 million | High (>$55K) . 5 million

3.3 million . Upper-middle ($25K| $55K) 21.2 million

17.8 million Middle ($10K| $25K) 39.9 million
o 10.8
23 million Low ($5K| $10K) million
21.3 million Poor (<$5K) . 3 million

Source: IMFTurkstat, Euromonitor




Favorable

Demographics

...half of population under age 30

©

invest.gov.tr

Turkeyks Popul ation P Europek s Popul ati on Pyram
. %o - 90+ -
—
8 8084 — £ 8084 ——
- — - I —
70-74 I 70-74 I
) I @ I R
o 60-64 I — o 60-64 I
I Y
> 50-54 oo > 5054 ——
° S — ° -
= 40-44 I E— = 40-44 —
B S E——
O 3034 1 O 3034 e e ——
1 S E——
o 20-24 e o 2024 ]
1 I —
® 1014 - © 1014 I E——
< - < . E—
0-4 s 0-4 I R
5 3 ! ! 3 ° 5 3 1 1 3 5
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Index:2014=100 (Age 014 & Age 65+) / Age 154
120 ~ -
Turkey &
70 -
Europe
110 65
60
100 - 55 -
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904\ “H4+—
2014 2017 2020 2023 2026 2020 2032 2035, N 2014 2017 2020 2023 2026 2029 2032 2035

Source: Turkstat, Eurostat,UN,2016



Skilled &

O RNl Tur keyks education system has b

C)

Labor Force pOOl... invest.gov.tr
AnnualNumber of University Gradin Chemical Number of Grads from Vocational & Technical
Fields(2015) High Schools
515.465
Chemical
Engineering Chemistry
177.437
2002 2016

Labor Force by Education Level

University
23%

2016

High School and High School and
below 90% below 77%




Skilled &

Required skills are readily available in Turkey with a competitive cost

Cost-competitive 4 ; )
Labor Force advantageo investgov.ir
Availability of Qualified Engineers, 2015 Availability of Competent Senior Managers,
(10=Available; 0=Unavailable) 2015 (10=Available; 0=Unavailable)

w

> 8 £ £ g > o > © o © >
< < e} © I g e £ S T & 8
= & & & E g5 g /2 X E & s
O n X T - O & n z
Labor Cost per hour in Manufacturing($) Labor Cost per hourin Manufacturing
2015 Turkey vs. USA (US=100)

N~ (e} (2] o — N ™ < n
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USA
Ireland
UK
Poland
Turkey

Slovakia
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Source: IMD World Competitiveness Yearbook Executive Opinion Survey based on an index from 0 to 10; Eurostat, OECD, Bir§stat
>



Competitive Hectricity and natural gas prices in Turkey hae been cost competitive
Energy prices incomparisonwith the EU...
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Incentives specific to

petrochemical
industry

|®A]

Electricity prices, USD/kWh, 2015 Natural Gas prices, USD/Gigajoules (gross calorific value), 201
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1 Peer countries include Romania, Slovenia, Hungary, Czech Republic, Poland
Source: Eurostat, All taxes and levies included



Chemical investments in manufacturing and R&D can benefit from
various lucrative incentiveso

Incentives

©;

invest.gov.tr

o= olo A nLd 0 0 TaxDeduction:Reduced tax rates
o6 oo & Qe L5 O @ . , :
25 2|2 g% = % g g @ = 2 (50-90 %) until the total deduction reaches a certain
Main Incentive S OE; 515 e S 80 '§‘§ & § percentage of capex. (1565 % of capex; in the case of
Tools E o é’ E L E S g Q ;’ £ project based incentives up to 200% of capex). For R&D
= investments, all R&D expenditures are deducted from
Corporate Tax tax base.
V V V V V i i i
VAT Exemption:Investment machinery and equipment
VAT/Cu§tom Duty V V \V} \V} \V} \V} imported and/or locally provided within the scope of the
Exemption incentive certificate will be VAT exempt.
Social Security \V/ \V/ \V/ \V/ \Vj Customs Duty Exemption: Investment machinery and
Premium Support equipment imported within the scope of the incentive
Income Tax certificate will be customs duty exempt.
Withholding Support* vV Vv v v v v . .
Interest Rate Support:For investment loans, a certain
Interest Support** VvV VvV VvV portion of the interest share will be covered by
government. (3-7 % points for TL-denominated, 1-2%
Land Allocation Vv Vv \Y \Y points for forex-denominated loans) (500K900K TL).
Partnership (Equity Vv Land Allocation:Government land will be allocated for
Investment by Gowt.) the investments, if no land is available in Organized
Guarantee of Vv Industrial Zones QIZs).
Purchase by Govt Income Tax Withholding exemptionwill provide
Energy Cost Support \V} exemptlon from income tax withholding. (only for
Region 6)

*Provided that investments, except R&D, are made in Region 6,
**Provided that investment, except R&D, are made in Regions 3, 4, 5 or 6 within the frame of the Regional Incentive Scheme

Source: Ministry of EconomyMSIT < >
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Opportunities in

Turkey offers solid fundamentals to make profitable investments in
chemical®

Sub-sectors

invest.gov.tr

Sub-sectors  Turkey's value proposition in selected Chemicals sutsectors

A Localdemand for home/personal care productsis attractive, with 80M people and rapid rise of middle
Home/ class

personal care

A Major global companies with home/personal care products already have investments in Turke9&G
and KimberlyClark, for example, already have a good understanding of the market

Paints / A Turkey receives the highest number of investmentsin this cluster and has aestablished production
coating basewith many SMEs and large firms that can provid®/ opportunities to new entrants
materials A Construction, automotive, textiles, and durable goods drive demand and all are growirsgctors in
Turkey and in the region
Fiber/ A Turkey is strong in fibers and filaments due to itkistoric success in the textilessector. These
filament products are used in textiles, construction, and automotive, all major sectorsn the Turkish economy;

demand for them is expected to grow robustly over the next five years

A Turkey is among one of thdastest growing petrochemical markets after China and India being"?®

cf:jeergi?:éls largest net importer of petrochemicals in the world.
A Turkey lacks basic chemicals and offers ample opportunities due to growing end use industries
o A Turkey's demand for fertilizers isL0™ highestin the worl
Fertilizers urkey's demand for fertilizers is10" highestin the world

A The country has the7t largest agricultural production in the world

Source:ISPATanalysis



pONCRAIEEIR A mar ket growing at 11. 3% per
care i ndustry has already attracted

()
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Turkish market for home/personal care products

($Billion) Key facts..

A Turkey is a production hub for many
personal/home care brands such aB&G, Henkel,

= / Unilever, Colgate/Palmolive KimberleyClark

2011-2016 11.3% 57 Loreal
52 . :
4.6 A Beauty/ home care market in Turkey is large and
4,2 ' growing at 11.3%CAGR double the global
3,8 growth rate
3,3

A Per capita spending on cosmetics in Turkey is still
|l ow compared with deve|ll ope

A Room for growth as population and middle class
increases

2011 2012 2013 2014 2015 2016

|

A A base in Turkey would help satisfy both local an
regional demand in this sector

Source: Euromonitor, ISPATanalysis



Turkey is attractive for paint/coating investments due to large
demand from its end user markets..

®
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Paint Market in Turkey Kev facts
(Thousand of tong) y .
CAGR A 5 largest paints producer in Europe
2005-2014 _ _
- = A One of the biggest coatings market of Europe
6.1%
/-‘ 857 gup 880 e A Construction paints make up 60% of
768 793 783 o 796 production in quantity & 40% for industrial
— paints. (Vice versa in value)
- A Construction industry is the main consumer
A Strong presence of international capital
A Driven by the large growth in end use
industries such as construction, automotive,
textile
< Lo (o] N~ 00} (o2} (@) — (QV o™ <
o (@) o o (@) o i i — - -
o o o o o o o o o o o
(QV AN (QV (QV AN (QV AN AN (QV (QV [qV)

Source: TurkStat, BOSAD 2015 report






