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TURKEY

Macro Outlook
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« 2016: 2.9%
« 2017 Expected: >5%
« GPD/capita_2016: 10,883 $

Exports volume index is raising
by 10.5% (yearly), Imports
volume index is raising by 2.3%
therefore net foreign trade

contributes 1.7 to growth.
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Unemployment ratio is
declining because of
government spending.
Growth is raising thanks to
government support not
private individual

spendings.

Even desinflation in
global, Turkey has quite
high inflation and it is

going up and up.
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Budget Deficit of Turkey (Billion $)
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Even low currency and low oil price, Turkey performs not good. Budget

deficit is increasing day by day comparing 2016-2017.

Source: Turkstat
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RN TAV (TAVHL)

LN Company History & Structure

TAV AIRPORTS OWNERSHIP STRUCTURE

Aéroports de Paris Group*

Name: TAV Airports Conglomerate

Established: 1997, Istanbul Tepe Insaat Sanayi AS

Akfen Holding A.S.

. . . . Sera Yapi Endustrisi ve Ticaret A.S.
Organization: Airport Ground Service

Free-float (Other)

MNan-floating (Other)

3 Continents, 7 countries, 14 airports;

AEROPORTS DE PARIS GROUP*
38.0%
Ataturk, Esenboga, A. Menderes, Gazipasa, @~ _— — ———————
TEPE INSAAT SANAYI A.S. E==3
Milas Bodrum, Medine (33%), Tiflis (80%), 8.1% EEE]
Batum (76%), Monastir & Enfidha (67%), g“fli;“ HOLDING AS.
. 0
USkUp & Ohrld’ Letonya’ Zagreb (150/0) SERA YAPI ENDUSTRISI VE TICARET AS.
2.0%
Subsidiaries: FREE-FLOAT (OTHER)
ATU (50%), BTA (67%), Havas (100%), TGS 40.3%
(50%), Havas Europe, TAV Isletme, TAV BT, Sy O

TAV Guvenlik, TAV Akademi
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LY TAV (TAVHL)

Uy Revenue & Cost Split

= Revenue Generation

Financials (€, Mn)

- Stable revenue generation due to sector dynamics
. (Long contract periods for airport operations)
- I I I - There is no FX risk like most of the Turkish

. Hil i i 1 L businesses due to FX income structure

2012 2013 2014 2015 2016 3Q17

mRevenue mEAT

= Revenue / Cost Structure

Revenue Structure Cost Sturucture

~

&

= Aviation income = Commission from duty free sales . Persom?el_expenses o mifCongession rentexpenses
= Ground handling income ® Catering services income = Depreciation and amortisation = Cost of services rendered
= Other = Cost of catering goods sold = Construction expenditure
- Approximately %53 of revenue comes from - Main expenses are personnel & rent as
Aviation & Duty Free Sales Commissions most of the service company

Source: http://www.tavyatirimciiliskileri.com/en-EN/Pages/IndexPage.aspx
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Y TAV (TAVHL)

Im\\ Stock Price

Tav Havalimanlari Holding A.S. (ISTTAVHL) Add to portfolio More results
Range 19.52-20.06 Diviyield 0.68/3.47 @4 BIST100  108,94935 -118%
Nov 10 - CI Open 2006 Shares 363.26M
Iqevdata éﬂla?ggb'- 15 mins - Disclaimer Yol l {1 HIAC Z0M  Bets -
Cumency n TRY = Mkt cap 7.12B  Inst. own -
PIE 921
Compare: |Enter ticker here '__|-.°.dd-| [ BIST100 [J CLEBI (] AKFEN [ THYAO [ KCHOL [JNTHOL [ YAZIC ] USAS [ ETILR maore »
Zoom: 1d 5d lm 3m &m ¥YTD Ly Sy 10v All
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RN TAV (TAVHL)

7/4\\%" Corporate Governance

MAIN SECTIOMNS: Avg. 96.17 '-- SAHNA

Corporate Governance Rating:
Shareholders: 95.77

WORLD

PublicDisclosure & Transparency: 97.34 9 6 2 EUHFUH'.HTE
™ OYERNANCE

INDEX . @&

Stakeholders: 98.82

What 9,62 /10 means?

Board of Directors: 94.48

* Very good performs in terms of Capital
Market Boards principles

1 L L L I | '] 1 1 1

1m0 20 3 40 0 0 M 3 9 10

« Good risk management by effective using
Openness is very significant for TAV’s Corporate Governance Policy internal ContrOIS and management

» Best practice, no deficiencies in any of the
Code of Business Ethics are accepted by all employees and
executives areas rated

TAV’s business compliance is conducted with applicable rules, laws ° The h|ghest Ievel at BIST Corporate

and regulations that all employees, executives and board members

shall apply. Governance Index

Kog¢ University Graduate School of Business



TAV (TAVHL)

Sustainability Organisation

« A multi-disciplinary organizational model
P o= Conniaicon s Dol « Vertical and horizontal integration within

v organization
. Sustainability Commitee

¢ » A Sustainability Committee, reporting to
p Corporate Communications Directorate the CEO and organize all activities
p Investor Relations Directorate : i:_ﬁ regarding to TAV's agenda on
p Human Resources Directorate ; HH

sustainabilit
p Financial Affairs Directorate B Iavoam y
D Internal Audit Directorate g ::\\:»:5 "
. . ecurity
p Operations Directorate EM PLOYEE
D Finance Directorate o TAVIT ENV' RON M E NT
HAPPINESS

TAV Sustainability Groups

Airports

CUSTOMER
SATISFACTION

SOCIAL IMPACTS

Source: http://gelecekicinhavalimanlari.org/tr1/surdurulebilirlikorganizasyonu.html
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We use a EUR-based DCF
and NAV model with the
assumptions in the table right
bottom below:

EUR risk-free rate for Turkey
of 5.4%, an equity risk
premium of 5.%, and a 1.27
blended beta from Rayonet,
leading to a NAV weighted
WACC of 9.9%

Despite a higher WACC, DCF
roll forward and higher
EUR/TRY (we use a spot rate
of 4.40 for setting our target in
TRY from a EUR based
valuation model) result in a
new target price of TRY24.

TAV (TAVHL)

TAV NAV model
Valuation Net debt Equity EUR per

EURm TAV stake method EV (combined) value Stake Value % NAV share New
Airports - total 3,755 1.710 2,045 1,562 9% 43| 1,562
TAV Istanbul 100% DCF 590 -32 622 622 3% 1.7 622
TAV Ankara 100% DCF 163 48 115 115 6% 03 115
TAV Izmir 100% DCF 380 198 182 182 9% 05 182
TAV Gazipasa 100% DCF 68 46 2 2 1% 01 2
TAV Bodrum 100% DCF 164 124 40 40 2% 01 40
TAV Georgia 80% DCF 39 17 338 269 14% 07 269
TAV Tunisia 67% DCF 280 339 59 -39 2% 01 -39
TAV Macedonia 100% DCF 96 45 51 51 3% 01 51
TAV Medinah™ 33% DCF 1,415 959 456 150 8% 04 150
TAV Saudi new 50% DCF 280 0 280 140 % 04 140
Others 15% BV 10 1% 00 10
Services - total 491 62 429 278 14% 0.8 278
ATU (Duty Free)* 50% DCF 234 19 215 108 5%| 03 108
BTA (F&B) 100% DCF 47 7 40 40 2% 01 40
Havas 100% DCF 123 36 87 87 4% 02 87
TGS™ 50% DCF 87 0 87 43 2% 01 43
TOTAL 4,246 1,772 2474 1,840 93% 51 1840
Net cash (holding) 141 1410 % 04 141
NAV 1,913 1,981 100% 55 1,981
NAVIsh (EUR) 55 7 5.5
NAV/sh (TRY) 240 240
WACC Assumption

Cost of Debt (ELIR) 6.4%
Met Debt (EUR m) 635
Fizk Free Raz (£) 55%
Equity Rizk Premium 5004
Beta 1.4
COE 11.86%
MCAF{EUR m) 1,549
WACC 9.909%

Ko¢ University Graduate School of Business



Y TAV (TAVHL)

/lll\\ Peers Comparison

TAV valuation vs global peer averages

2017e 2017e 2017e 2018e 2018e 2018e  2019e 2019 2019%e
: : : EUR TAV- Ist % TAV- Ist % TAV- Ist %
TAV IOOkS InexpenSIVe trad I ng " total Atatursk share Atatu‘:ﬁ total Atatursk share Atatuer)I: total Atatu?k share Atatu?)li
at eX-IAA 2018e EV/EBITDA Marl;etbcapitalisation 1232 ﬁgi 40% gég 1222 ﬁng 28% 115;2 1233 .’1232 15% 122}2
et debt . - -
Subsidi I 84 0 84 82 0 82 85 0 85
Of 56X and PE Of 21 '6X VS the ES/ S 2,099 958 27% 1,541 1,901 308  16% 1,593 1,783 48 3% 1,735
I EBITDA 493 245 50% 247 557 270 49% 287 606 295 49% 311
g|0ba| alrport peer averages Of EV/EBITDA - TAV 43 23 6.2 34 11 5.6 29 0.2 56
13.6Xx and 22x. EV/EBITDA - Peer avg" 148 136 126
PIE 84 39 36.7 6.7 24 21.6 3.9 1.2 20.3
P/E - Peer avg* 216 22.0 20.2
TAVHL's target share price coming from TARGET PRICE (TRY)
NAV methodology. 12-month target price 24.00 f BUY
is derived as 24.00 TRY which gives 27% )
upside potential and rates the stock as SHARE PRICE (TRY) UPSIDE/DOWNSIDE

Buy. 18.87 +27.2%

(as of 31 Oct 2017)
Our target price implies 27% upside from

. MARKET DATA
the current share price. Market cap (TRYm) 6,855 Free float 40%
Market cap (USDm) 1,804 BBG TAVHL TI
3m ADTV (USDm) 10 RIC TAVHLIS

Ko¢ University Graduate School of Business



RN TAV (TAVHL)

U Summary & Recommendation

» TAV Airports reported net income of EUR102m in 3Q17, operationally, 3Q17 EBITDA of
EUR189.

» Strong traffic performance and B/S deleveraging creates further upside.

» Traffic recovery is contributed not only by Turkish airports but by also foreign operations
(particularly Georgia and Medina)

* We believe there is ample value in TAV’s existing portfolio Consensus and an attractive
dividend yield for the next two years.

» Strong traffic recovery, deleveraging and attractive dividend yield — we see value in TAV
despite the uncertainties. We assume operations cease at Istanbul Ataturk Airport at end-
2019 and anticipate new airport deals until the end of period.

 TAVHL's target share price coming from NAV methodology. 12-month target price is derived
as 24.00 TRY which gives 27% upside potential and rates the stock as Buy.
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