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T
he balance in the global economy 
is shifting in the aftermath of 
the worst recession since the 
1930s, with much debate about a 

transfer of economic power from west to 
east and the rise of the emerging markets. 

IS Investment general manager Ilhami 
Koc offers a different perspective, asking: 
“For how long will emerging markets 
remain so?” He adds confidently that 
the term emerging market - coined in 
1981 by Antoine W Van Agtmael of the 
International Finance Corporation - may no 
longer apply to Turkey.

Koc and his team witnessed the worst days 
of the global financial crisis not only from 
the IS Towers in Levent, Istanbul’s financial 
hub, but also on frequent visits to other 
regional and global financial centres. As 
Turkey emerges with renewed strength from 
the crisis – with first-quarter GDP growth at 
11.7%, second only to China in the Group of 
20 and the best in the OECD - the ‘emerging 
markets’ tag seems justified. The sovereign 
debt troubles facing eurozone economies 
while Turkey continues on its growth path 
add further support to Koc’s view.

“The effect of the crisis was minimal in 

Asia, while the United States, the root 
of the global crisis, was the economy 
which climbed out most rapidly, despite 
some recent doubts,” Koc explains. “The 
European Union was caught in the global 
crisis at a time when it had not solved its 
own structural financial problems. I am 
talking about the contradiction of not being 
a fiscal union but having a monetary union. 
Until the recent sovereign debt troubles, 
the attitude was generally sweeping 
problems under the rug.”

But experience shows, especially in Turkey, 

Turkey emerges stronger from 
global crisis
When has an emerging market ‘emerged’? The spectacular 
growth rate achieved by Turkey’s producers, lenders and 
consumers as the eurozone grapples with a sovereign debt 
crisis shows, according to IS Investment, that Turkey is now 
an ‘emerged market’ 

Ilhami Koc, general manager, IS Investment
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that any such sweeping would cause much 
greater trouble in future. “They have been 
setting a common interest rate from the 
centre, but financial policies remained 
national,” Koc says. “Yes, there were 
borrowing limits, but even in central euro 
economies such as Germany and France, 
these limits were trampled upon. Other 
eurozone nations, those that some have 
called the Club Med, followed suit.”

Budget deficits and borrowing ratios 
ballooned, while policy-makers chose to 
oversee the approaching storm. Solving the 
problem, by cutting spending and accepting 
an erosion of purchasing power, would be 
unpopular. 

Reaching for the heights
As continental Europe grapples with the 
first major crisis of the euro, emerging 
markets tell a different story. “We have 
heard a lot about the emerging markets 
since the second half of the 1990s. They 
even gave birth to a new category of 
emerging market, the BRICs [Brazil, Russia, 
India, China],” Koc says. “Considering the 
time that has passed, some of those 
economies should have ‘emerged’ by 
now. What I see is that Turkey has indeed 
‘emerged’ in the aftermath of the crisis. 
And it’s not only me that thinks so. The 
global perception, the numbers we see 
especially in the credit default swap market 
point to the same phenomenon. Turkey is 
now in a higher category, while economies 
above it have come tumbling down.”

For Koc, the ‘investment-grade’ label is a 
minor detail, even though all three major 
credit rating agencies have upgraded 
Turkey’s sovereign rating at a time when 
the eurozone was moving deeper into crisis.

“Verification by rating agencies is not that 
important. Turkey has de facto moved into 
a higher class,” he says. “This country has 
an amazing class of entrepreneurs. This is a 
class that is extremely experienced in crisis 
management, and it knows very well what 
to do when.”

A second contributor to Turkey’s emergence 
is prudence in public finance, gained from 
past experience. “Especially in banking, the 
prudence is at a level that spurs complaint,” 
Koc says. “But that was exactly what made 
Turkey emerge stronger from the global 
turmoil.”

The overall economic picture confirms IS 
Investment’s forecasts. “We had said that 
interest rates would not change much, 
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This country has an amazing class 
of entrepreneurs. This is a class 
that is extremely experienced in 
crisis management, and it knows 
very well what to do when”
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“Turkey has indeed ‘emerged’ in 
the aftermath of the crisis … Turkey 
is now in a higher category, while 
economies above it have come 
tumbling down

but that if an inflationary environment 
emerges, this would change. Inflation 
remains in check. The Turkish lira will stand 
firm, as we correctly predicted,” Koc says.

On the equity side, the upward movement 
continues to baffle even the optimists. 
“We had foreseen a correction toward the 
second half of 2010,” Koc notes. “That 
correction lasted less than a week. Even 
if international markets drop sharply, 
the Istanbul Stock Exchange does not. 
Big global funds may be selling in some 
countries, but they did not sell in Turkey. 
Yes, during the darkest days of the crisis, 
they sold and cashed in. But I have to 
remind you that in many other countries 
they were not allowed to do that.”

Investor trust
Foreign institutional investors knew they 
could turn their portfolio investments 
into cash and get out of Turkey whenever 
they wanted. They chose to stay. “The 
incentive to stay was there,” Koc says. 
“The profitability of Turkish companies 
and banks remained at high levels. Last 
year, due to the crisis, some companies, 
such as those in the iron and steel sectors, 
posted bad results. But they have already 
recovered. We do not observe such rapid 
recovery in many other countries.”

Koc’s summary of a welcome paradox 
behind the stock exchange’s surge is a 
testimony to the equity side of Turkey’s 
emergence: “If stocks fall too much, it will 
be seen as a buying opportunity. Thus, they 
do not fall.”

Of course, the eurozone rout presents a 
threat for Turkey, but the threat seems 
confined to exports. “Turkish imports are 
generally in dollars, while exports are in 
euros,” Koc says. “There was an advantage 

there, but that has now disappeared. Still, I 
remind you that last year we were debating 
the dollar. Many serious analysts were 
discussing scenarios in which the dollar no 
longer retained its reserve currency status. 
Today, that debate on a dollar crisis seems 
distant history. Now we are talking about 
the demise of the euro. Interesting times, 
indeed.”

The euro could fail its first big test, but 
might emerge stronger from the crisis, 
he adds. “Maybe some countries will 

(L-R) Bulent Sengonul, Emre Sezan,  
LIlhami Koc, Caglan Mursaloglu, Serhat Gurleyen
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have to exit the eurozone, but it is no use 
speculating about that kind of uncertainty.”

Turkey’s export performance will not be 
hurt as much as originally feared, according 
to IS Investment’s research, even though 
EU economies remain the key export 
market. Turkish exports, which reached 
a record $132 billion in 2008, declined by 
22.6% in 2009 to $102 billion. In the first 
six months of this year, exports stood at 
$53.35 billion. 

“Turkey has two advantages on the export 
front. First is the destination concentration 
and second is the product concentration,” 
senior economist Burcu Unuvar explains. 
“The key destinations are the strongest 
eurozone economies, such as Germany and 
France, while the key export products are light 
commercial vehicles (LCVs), not passenger 
cars. In the first five months of the year, LCV 
sales to Europe increased by 28%, compared 
to the first five months of 2009.”

The expected growth of the European 
LCV market this year was revised upwards 
from 5% to 10%, as IS Investment’s auto 
analysts upgraded the investment house’s 
export growth prediction to 19% from 15%.

“The euro effect will be limited,” Unuvar 
says. “But that’s not to say we do not 
expect a weakening in the perceptions 
on domestic and foreign demand in the 
second half of the year.”

The erosion of the euro
An intensifying European debate on a 
return to fiscal prudence is accompanied 
by practical steps, as government aid 
schemes, such as ‘cash-for-clunkers’ 
programmes, expire while the destocking 
effect on growth wanes. “The second half 
of the year will be harder,” says Serhat 
Gurleyen, director of research. 

The erosion of the euro’s allure was 
observed starkly during an IS Investment 
trip to Helsinki. “Finnish executives were 
complaining about a halt in exports and 
the overall decline in the economy,” Koc 
remembers. “Meanwhile, Sweden was 
doing fine, as it was able to devalue its 
currency, triggering an overall recovery. 
Some Finnish companies were moving their 
headquarters to Sweden, we were told. In 
the past, being a member of the eurozone 
was positive for companies. This is hardly 
the case today.”

For neighbouring Greece, brighter days are 
not yet on the horizon, notes Gurleyen. 
“Greece’s debt is not with the Greek people 
or Greek banks, it is to other European 
countries. In Turkey’s past crises, our debt 
was always to domestic actors. Thus, the 
Greeks have seriously pondered defaulting.” 
Koc points to the current domestic unease 
in Greece, exemplified by successive 

Burcu Unuvar, senior economist, IS Investment
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general strikes and mass demonstrations 
that frequently result in clashes with the 
security forces. “Theirs is not an easy task,” 
he says.

The Greek crisis highlighted an important 
detail from Turkey’s perspective, as many 
Greek banks, including National Bank of 
Greece, were able to withstand the pain 
thanks to the stellar performance of their 
affiliates in Turkey. 

With Greek debt trading at extraordinarily 
high levels in the credit default swap (CDS) 
market, Turkey is at historic lows. The cost 
of insuring five-year Greek bonds stood at 
841 basis points, or 8.41%, in mid-July, while 
the figure for Turkey was 1.76%. A basis 
point on a CDS contract protecting €10 
million of debt from default for five years 
is equivalent to €1,000 a year. An increase 
in swap rates signals a deterioration in 
perceptions of credit quality. Despite this 
difference, Greece’s sovereign credit rating 
stands at Ba1 at Moody’s, compared to 
Turkey’s Ba2. 

“Rating agencies do not have any prestige 

left, but a mechanism to replace them has 
not been devised yet,” Koc says. “Let me 
give you an example, from Kazakhstan. 
During the crisis, its biggest banks went 
bankrupt and were nationalized. Then 
the Kazakh government announced it 
would not pay the banks’ debts. On top of 
this, they don’t really have a functioning 
democracy. And their rating remains higher 
than that of Turkey. When we ask the 
reason, agencies say: ‘But they’ve got oil’. 
Meanwhile, Turkey’s rating remains low 
on the grounds of a ‘possibility of political 
instability’.”

For Koc, who closely follows the CDS 
market, Turkey’s real credit rating is AA. 
“The Club Med economies, meanwhile, are 
non-investment grade. That’s what the 
market says.” 

Turkey’s 11.7% first-quarter growth rate 
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CDS prices to insure Turkey’s debt are 
at historic lows and were trading at 1.76 
percentage points as of mid-July. In contrast, 
CDS levels for Greece have surpassed those 
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one point. 
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“Big global funds may be selling in 
some countries, but they did not sell 
in Turkey
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demonstrates that the country has emerged 
from the global crisis as a different animal. 
“The figure is in line with our previous 
forecast of 11.5%,” says Unuvar. Last year, 
Turkish GDP shrunk by 4.7%. 

This growth relies on high domestic 
demand. A breakdown of the data shows 
a country that believes in itself: banks 
have believed in households, boosting 
credit, while households supported 
domestic consumption and in turn, 
factories produced. For the whole of this 
year, Unuvar predicts a growth rate of 

5.5%. “Eurozone problems might pull the 
figure down a bit, while a global recovery 
may push it to 6.5%.” Key indicators show 
domestic demand will continue to be 
strong in the second quarter, when Unuvar 
foresees a growth rate of 6-8%. 

“The easing cycle of the central bank, which 
has cut the benchmark interest rate by 
10.25 percentage points from October 2008 
to November 2009, and well-positioned 
lenders have supported credit channels 
perfectly,” Unuvar says. “As of 25 June, the 
annual growth in credit cards and consumer 
credits was at 22%. Households are 
supporting consumption through debt. As 
the world cuts indebtedness levels, Turkey 
is going north on this front. But I have to 
remind you that the figure remains low by 
global standards: Households’ liabilities to 
GDP was 13.6% in 2008, versus 15.4% in 
2009.”

The central bank’s overnight borrowing rate 
remains at 6.5%, while the benchmark one-
week repo rate stands at 7%. IS Investment 
predicts 75 basis points of rate hikes by the 
end of this year, but better-than-expected 
inflation data point towards a slower exit. 
Depending upon the closure pace of the 
output gap and the outlook for inflation, 
the Turkish Central Bank may postpone the 
rate hikes.  

IS Investment macroeconomic estimates

2007 2008 2009 2010E 2011E, base 
scenario

GDP ($ bln) 658.8 742 614 696 782

GDP Growth (Real, %, YoY) 4.5 0.9 -4.7 5.5 4.5

Unemployment (%) 10.3 11 14 13.5 13

CPI (%, YoY, end of period) 8.4 10.1 6.5 7.5 8

Central Bank policy rate (%)* 15.8 15 6.5 7.75 9.25

Current Account Balance ($ bln) -38.3 -41.9 -14 -32 -39
* One week repo rate is used for 2010 due to technical switch by the Central Bank.

Serhat Gurleyen, IS Investment
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 D
espite the positive current trend, 
Turkey needs investment if it is to 
achieve a sustainable high growth 
rate. The base scenario of IS 

Investment for 2011 rests on the sought-after 
investment-grade rating. “Turkey will attract 
much more investment,” senior economist 
Burcu Unuvar says. “The household savings 
rate is very low, at around 12%. Unless foreign 
investment flows in, household savings will 
not be able to support high growth.”

Optimism in the markets about Turkey 

supports IS Investment’s prediction of 
a ratings upgrade to investment level, 
according to assistant general manager 
Caglan Mursaloglu. 

Responding to criticism that high growth 
is not being accompanied by a decline in 
unemployment, Unuvar points to Turkey’s 
young and fast-growing population, which 
increases labour force participation at 
much higher rates than jobs are created. 
“We do not expect a serious decrease 
in unemployment, which currently is at 

Fiscal rule puts budget deficit 
on autopilot
The Turkish government has introduced a fiscal rule that 
will set the budget deficit at a maximum of 1% of GDP. The 
policy aims to support the economy, providing an autopilot 
irrespective of governments
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13.7%,” she says. “There are sectors that 
cannot find employees in Turkey, while 
there also are employees who cannot find 
their proper sectors. To attain the correct 

match between the two sides, further 
reform is necessary.”

The fiscal rule expected to be made law 
soon by the Justice and Development 
Party (AKP) government is another 
positive development, as it will provide 
an ‘autopilot’ for whoever rules a country 
that is bracing itself for a constitutional 
referendum on 12 September and a general 
election next year. The rule will set a 

maximum level for the budget deficit of 1% 
of GDP. 

Unuvar likens the fiscal rule to the 
revolutionary step, taken in the aftermath 
of the destructive 2001 crisis, of making the 
central bank independent. Nevertheless, 
the fiscal prudence of the government 
might prove to be too much even for the 
markets, which generally view budget 
tightening positively. 

“The stated target of a budget deficit at 
1% of GDP could be attained in a decade 
or so,” Unuvar says. “But Turkey is in need 
of structural investment. For example, 
investing in education would increase 
employment, supporting consumption.  
In an economy like Turkey, perhaps 
the level should be kept at 2.5% of 
GDP, to make room for such structural 
investment.”

No matter which party is in power, 
economic policy will remain 
essentially the same”

(L-R) LIlhami Koc, Bulent Sengonul and Emre Sezan
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Caglan Mursaloglu, assistant general manager,  
IS Investment

“Turkey is in need of structural 
investment. For example, 
investing in education would 
increase employment, supporting 
consumption

Foreign direct investment in Turkey was 
$18.27 billion in 2008, but as the global 
crisis triggered an investor run towards 
safer, low-yield investments such as US 
Treasuries, the figure retreated 58.4% last 
year to $7.6 billion. 

spending dilemma
Another criticism of the fiscal rule is 
that few economies today implement a 
stand-alone budget deficit rule, as many 
rely on revenue or spending rules. In such 
cases, the means of reaching the target 
has already been established: by increasing 
revenue or by decreasing spending. In 
Turkey, the path is not clear. 

“When spending rises ahead of the general 
elections, the government might want to 
move back on track again at some point,” 
Unuvar says. “So, which path will it take? 
If the path is hiking tax rates, that would 
mean inflation and would pose a risk for 
the central bank. Such a policy correction 
might come 12 months later, while the 
central bank’s interest rate weapon also 
has a range of 12 months. Thus, the central 
bank must act now to have an effect in 12 
months, but it cannot foresee today what 
that situation will be.”

Such problems make it necessary to fine-
tune the fiscal rule, but a governing party 
on the way to a general election cannot 
do this. “The fine-tuning might come in 
the aftermath of elections next year,” 
Unuvar says. “In our talks with the Finance 
Ministry, we observed they were open to 
such changes. Thus, we think the rules of 
the fiscal rule might change in time.”

On whether the fiscal rule should be 
“engraved in stone” - that is, become 
part of the constitution, IS Investment 
says Turkey is not Germany, whose 

constitution has a fiscal rule, or France, 
which is on the way to including one in its 
own constitution. “There has to be some 
flexibility,” says Unuvar. “Maybe in five to 10 
years’ time, when inflation stabilizes at low 
single-digit rates, this could be an option.”

IS Investment reassures investors that 
Turkey has changed radically since the 1990s, 
when political turmoil would immediately be 
accompanied by financial shocks. 
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“No matter which party is in power, 
economic policy will remain essentially the 
same,” general manager Ilhami Koc says. 
“The AKP in essence moved forward with 
the economic programme of the previous 
coalition government, laid out by the then 
economy minister Kemal Dervis. Today, we 
observe that the current opposition parties 
are not saying much about their proposed 
economic policies.”

The AKP government is being challenged 
by Kemal Kilicdaroglu, the new leader of 
the centre-left Republican People’s Party. 

Kilicdaroglu, nicknamed ‘Gandhi’ by voters, 
is seen as the most serious politician to 
challenge the AKP. As one scenario goes, 
his rise in the opinion polls might force the 
AKP to leave aside fiscal prudence and boost 
public spending ahead of the elections. 

“It is normal for governments to loosen 
fiscal policy a bit before elections,” says 
Koc. “If the spending goes too far, the 
government will be punished by the 
markets before the elections, weakening 
its position much further. And I believe AKP 
knows the limits well.”
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Traditional problem
As the economy recovers, the traditional 
Turkish problem, the current account 
deficit, is re-emerging, again displaying the 
need to continue on the path of structural 
reform. The deficit was at a high level of 
$42 billion in 2008, but the crisis pulled it 
down 67%, to a harmless $13.9 billion last 
year. In May, the shortfall was $3 billion, 
compared with $1.6 billion in May 2009, the 
central bank announced on 12 July. 

If Turkey can increase its savings rate, 
the current account deficit will not pose a 
problem, according to Unuvar. “But Turkey 
is not such an economy.” Theoretically, 
she adds, a current account deficit is 
unsustainable. “But Turkey has been 
sustaining it with no problem for years.” 

Turkey’s current account deficit mainly 
stems from a dependence on energy 
imports. IS Investment foresees crude 

oil prices rising slightly to $82 a barrel on 
average in 2011, up from $79 in 2010, while 
its growth forecast for manufacturing 
is 4%. According to these figures, the 
economy will have a current account deficit 
of $39 billion next year, corresponding to 
around 5% of GDP. “If Turkey is declared 
investment grade by then, we will see a 
serious inflow of capital,” Unuvar says. 
“Thus, no problem in 2010 and no problem 
in 2011. But over the long term, a structural 
change is necessary to reduce dependence 
on imported intermediate goods, orient 
towards alternative energy sources and 
increase the savings rate.”

(L-R) 
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T
hanks to strong and efficient 
regulation by the Banking 
Regulation and Supervision 
Agency (BRSA), the Turkish 

banking sector stands out as one of the 
most profitable and well-capitalized in the 
world. During the global financial crisis, 
Turkey was one of the few countries that 
did not need to provide any assistance or 
funds to its banks. 

Annual profits of Turkish banks increased 
nearly 50% last year, an astounding result 
boosted by an environment of declining 
interest rates. Some argue that the sector 
will not be able to maintain such performance 
in 2010 but, for IS Investment, the recovery 
of the overall economy means banks will 
be earning more from lending, their core 
business. The reliance of first-quarter growth 
on household spending supports this outlook. 

IS Investment expects credit growth of 
22-25% and deposit growth of 14% this 
year. Of course, banks will continue to fund 
the Treasury through securities purchases, 
helping domestic borrowing. 

As inflation remains subdued, interest 
rates are expected to be raised later rather 
than sooner, and the rises will be limited, 
providing another advantage for banks. 

Favoured sector
“Banking remains our favourite sector,” 
says senior economist Burcu Unuvar. 
Assistant general manager Caglan 
Mursaloglu adds that the credit-to-deposit 
ratio is still very low in Turkey compared 
to its peers, at around 80-85%. “As 
households are open to borrowing, the 
possibility to increase this ratio is high,” 
says Unuvar. “If the BRSA lets banks issue 
bonds, the possibility to correct maturity 
mismatches will be stronger. Thus, credit 
expansion will go on smoothly.”

Koc says bond issuance will bring diversity 
for banks. He sees no reason why the 
hawkish BRSA will not clear the way.

At the beginning of 2009, the asset quality 
of Turkish banks posed a problem for some 

The Turkish banking system’s 
balance sheet ... is strikingly 
straightforward – deposits and 
equity account for four fifths of the 
total balance sheet of the system”

Turkish banking sets an 
example 
Turkey’s banks needed no assistance from government 
during the financial crisis and last year posted an average 
increase in profits of 50%. Key indicators of the health 
of the financial system remain strong. Perhaps European 
banks should look more like their Turkish counterparts
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analysts, as the rate of non-performing 
loans (NPLs) was forecast to skyrocket. 
Things turned out differently. 

“At the end of 2008, the NPL ratio was at 
3.7%. Some were thinking this would rise 
to 8%, even 10%,” says researcher Emre 
Sezan. “But then a new factor emerged in 
the equation. The BRSA relaxed rules on 
restructuring problem loans that could turn 
into NPLs. Nearly 40% of problem loans 
were restructured. This unprecedented 
process proved to be a success as 2010 
started. The loans are being paid back.”

The NPL frequency for big Turkish 
companies is now back to pre-crisis levels. 
“There are, at most, one or two companies 
whose credits have become NPLs among 
the top 500 companies in Turkey,” says 
Sezan. “Thus, the corporate side has also 
displayed remarkable resilience.”

The NPL effect was visibly observed in 
credit cards and loans to small and medium 
enterprises (SMEs). Still, the rise in bad 
loans was not as severe as was expected. 
Credit card NPLs rose to 11-12% from pre-
crisis levels of 6%, while in SME loans the 
rise was from 4-4.5% to 8-9%. Today, the 
rates are at 8% and 6% respectively. 

“As of the start of 2009, the Turkish banking 
sector had no exotic products, had no toxic 
assets on its books. There was no risk from 
sovereign debt, either,” says Sezan.

By the end of 2009, equity capital profitability 
had risen 22% on average, reaching 25% in 
some banks. Capital adequacy, meanwhile, 
remains over 20%. IS Investment expects the 
positive trend to continue.

“At the end of the first quarter, we saw a 
profitability increase of 30%,” says Sezan. 

“As of the first half, we predict a growth 
of between 17 and 20%. Of course, in 
the second half of the year, there will be 
some slowdown in momentum, while 
interest rate profit margins will retreat 
by around 100 basis points. But due to a 
volume effect, net interest income will be 
surpassing 2009 levels.” 

For the whole of 2010, IS Investment 
expects a profit rise of 20%. The same 
figure is expected in equity capital 
profitability, while capital adequacy might 
decline a bit. IS Investment predicts the 
overall NPL ratio, which stood at 5.4% at 

“As of the start of 2009, the Turkish 
banking sector had no exotic 
products, had no toxic assets on 
its books. There was no risk from 
sovereign debt, either

Burcu Unuvar, senior economist, IS Investment
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the end of 2009, to decline to 4.2% by the 
end of this year.

It comes as no surprise that a recent 
study by UBS banking analysts Alastair 
Ryan and John-Paul Crutchley concluded 
that European banks, facing stress tests, 
“should look more like the Turkish banks”. 

“If sovereign volatility is going to be 

with us for some time, as elevated debt 
levels and deficits suggest, then banking 
systems may need to seek to reduce their 
wholesale funding dependence further,” 
said the analysts. “The Turkish banking 
system’s balance sheet ... is strikingly 
straightforward - deposits and equity 
account for four fifths of the total balance 
sheet of the system.”

■ Loan-to-deposit spread 

■ Blended loans yield
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 I
n a productive environment such 
as Turkey, it is not surprising that 
IS Investment is doing well, while 
investment banking giants in Europe 

and the US continue to suffer from sharp 
profits. Last year, its net profit rose 53% 
to TL68.5 million. With trading volume at 
TL76.6 billion and a 7.9% market share, 
it remains the Istanbul Stock Exchange 
leader; with a 13.2% market share and a 
trading volume of TL88.4 billion, it is also 
the leader on TurkDEX, the derivatives 
bourse. The only intermediary institution 
traded on the ISE, IS Investment’s long-
term credit rating of AAA (Tur) has been 
affirmed by Fitch, with a stable outlook. 
Its shares surged by 284% in 2009, 
outperforming the benchmark ISE-100 
index by 96%. 

In July, Euromoney recognized IS 
Investment as Turkey’s best investment 
bank, an award given for the first time 
in Turkey. Last year, it received the “Best 
M&A House in Turkey” award; in 2007 and 
2008, it received the “Best Equity House in 
Turkey” award. 

IS Investment’s trading activities started 
increasing in the second half of 2009, while 
2010 performance retains past gains. 

“In both our trading activities and our 
institutional financing activities, such as 

Unrivalled investment house
IS Investment remains unchallenged as Turkey’s top investment 
house. This year, for the first time, the ‘Best Investment 
Bank’ award by Euromoney was given to IS Investment. Last 
year it posted a net profit rise of 53%. As the M&A and 
IPO markets recover, the outlook is brighter than ever

Bulent Sengonul

■ Free float 27.87%

■ IS Leasing 2.43&■ Isbank 65.65%

■ IS Factoring 2.43%

■ Sisecam 1.45% ■ Camis Yatirim Holding 0.17%

Shareholder structure
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initial public offerings (IPOs) and M&As, 
we continue to be the market leader,” 
says general manager Ilhami Koc. “The 
secondary market in trading started to 
recover as of the second half of last year, as 
trading volume surged. Meanwhile, 2010 is 
proving to be a good year for IPOs.”

The Turkish authorities have declared 
2010 a year of IPOs. By the end of the 
year, scores of companies are expected 
to be opened to the public. This year IS 
Investment has managed the IPOs of 
Koza Gold, a gold mining company, and 
conglomerate Akfen Holding and arranged 
the issuance of three corporate bonds: 
Akfen Holding (TL100 million), Creditwest 
Factoring (TL100 million) and Merinos Hali 
(TL50 million). The investor response is 
a sign for Koc that the market is reviving 
for the first time since the 1990s: Akfen’s 
issuance was 5.4 times oversubscribed, 
while Creditwest’s was 2.1 times 
oversubscribed. 

This year, IS Investment expects to perform 
at least one IPO of one of the largest real 
estate investment trusts in the country; 
it may also arrange the first private IPO 
in Turkey’s aviation sector. Since it was 
founded in 1996, IS Investment has served 
as lead manager in 63 IPOs worth $6.9 
billion, more than the total of the next two 
largest brokerage houses.

■ -100 (US cents)

■ Trading volume (US$ billion)
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 B
etween January 2008 and March 
2009, IS Investment completed 
14 deals with a total size of 
$3.3 billion. Since 2000, it has 

completed more than 100 deals worth more 
than $15 billion. 

Koc observes two main trends that IS 
Investment focuses on: the advance of 
technology, as IS Investment continues 
to improve its TradeMaster platform, and 
the increase in the weight of the domestic 
market, especially institutional investors. 
“In the near future, pension funds and 
individual portfolio management companies, 
to which we offer prime brokerage services, 
will be more important,” he says. “The 
trend is in line with Turkey moving towards 
increasingly sophisticated capital markets.”

Until a few years ago, the Turkish capital 
markets consisted mainly of short-term 
Treasuries and stock; today corporate 
bonds, derivatives, options and warrants 
are all available. IS Investment’s application 
to the Capital Markets Board to issue 
the IS Investment ISE National-30 Index 
Call Warrant and the IS Investment ISE 
National-30 Index Put Warrant is the most 
recent pioneering initiative from Turkey’s 
leading investment house.

new sources of investment
IS Investment continues to arrange M&A deals, an area 
where Koc observes an interesting trend. “FDI in this 
area was essentially coming from the United States and 
Europe after 2000,” he says. “Then the source of the 
inflows shifted to the Middle East and Russia. Now, we see 
demand from other emerging markets, such as India, Brazil 
and Egypt.”

“The secondary market in trading 
started to recover as of the second 
half of last year, as trading volume 
surged. Meanwhile, 2010 is proving 
to be a good year for IPOs.

Ilhami Koc
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