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FOREWORD

To attract foreign capital is a development strategy of all the countries in the world.

Foreign capital does not provide the host country just with money but also with information,
technology and management skills.

Therefore, foreign capital plays arpial role in the development of countries.
Turkey offers many advantages for foreign investments.

It has a strategic geographical location.

It is a fast developing economy.

It is a large market with a population of 70.6 million.

Turkey has a dynamic and qualified workforce, high quality standards and a strong
telecommunication network.

The government takes several measures to improve the investment environment and
facilitate bureaucratic procedures.

We believe that Turkey desges much more foreign investment.
Therefore, Turkey has to be promoted to the foreign investors in a more efficient way.

Gl j gl c wugrf rfcgc rfmsefrg* rfc gxkgp Af _k
promote Turkey to the foreign investors.

After delivering general and basic information about Turkey and its economic indicators,
some statistical and general information is given about its foreign trade.

Furthermore, information about the Turkish free zones, privatization, banking and financing
is presented in this guide.

Dmjj mugle rfcqc gcargmlqg* gxkgp g9ggqg npmkmrchb
it is advantageous to invest in Turkey.

After describing the foreign capital policy of our country, the legal rights of investas ar
explained.

Moreover, information about the foreign investments in Turkey is given.

In order to offer a complete guide to foreign investors, the new Foreign Direct Investment
Law dated 5 June 2003 and its directive for implementation are presentad l\ppendices.

At the end of the guide contact addresses and phone numbers, which may be needed by the
foreign investors, are listed.

| wish that this guide, which was drawn tg contribute to the increase of foreign capital
investments in Turkey, Wioffer answers to many dhe questions of foreigners who wish to
invest in Turkey.

Cipck BCKgPR?9§
gxkgp Af k> cp md Amkkcpac
President of the Executive Board
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|. TURKEY YOUR BUSINESS PARTNER: KEY FACTS (2007)
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Official Name
Government Type
Declaration of Republic
Total Land Area
Capital City

Border Countries

Legal System

Legislative Branch

Executive Branch

Currency
Exchange Rate
Official Language
Population

Age Structure

Population Growth
Labor Force

Public Holidays
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: Republic of Turkey

: republican parliamentary democracy
: October 29", 1923

: 814,578 km

: Ankara

: Armenia, Azerbaijan, Bulgaria, Georgia, Greece,, Iteag
Syria

> civil law system derived from various European continental
legal systems

: unicameral Grand National Assembly of Turkey (550 seats;
members are elected by popular vote to serve fixgar terms)
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: New Turkish Lira (TRY)

: EURO/ TRY= 1.7868; USD/ TRY=1.3078

: Turkish

: 70,586,256

: 0-14 years : 18,642,391 (26.4%)
1564 years : 46,943,690 (66.5%)
65 years and over . 5,000,175 (7%)

: 1.04% (2007 est.)
: 22,879,000

: January 3, April 239, May 19, August 38, October 29"



With the era of globalizationf f ¢ gknmpr | ac md RspicwhiAqg pmj
perceived. Parallel to her important role, Turkey has been fortunate in terms of human
resources nearly half of the population being young.

For the sustaining of regional equilibrium, Turkey Hhasattract foreign capital inflows
especially in the form of direct investment. Thus, by means of research & development
activities and the transfer of knetwow, Turkey is willing to increase its total output and
exports.

- Turkey covers an area larger
than most European countries.
There are seven distinct regions
and 81 administrative provinces
governed by local governors
appointed by the central
government.

The major urban centers and the
greatest economic development
are located in the Marmara,
Aegean and Central Anatolian
pcegml g, gqr _ I ~sj*
and Ankara are the predominant
manufacturing and industrial
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The population in Turkey is much younger compared to European countries (approximately
61% of the population is below the age38). Turkey will continue to be one of the largest
populations of Middle East and Eastern Europe.

Major Cities Population
gqr _ | " s 12.573.836
Ankara 4.466.756

gxkgp 3.739.353
Bursa 2.439.876
Adana 2.006.650
Konya 1.959.082
Antalya 1.789.295
Mersin 1.595.938

Gaziantep 1.560.023
g 1 jCspd. 1.523.099

Bgw_p  _iC 1.460.714
Kocaeli 1.437.926
Hatay 1.386.224
Manisa 1.319.920

Source. Republic of Turkey, Prime Ministry Turkish Statistical Institute



ECONOMY

Over the last two decadesTurkey experienced a period of rapid change in economy, with
remarkable economic development, high rates of growth and industrialization. With the
abolition of barriers to foreign trade and encouragement of foreign investment and
multinational companieshé Turkish economy has opened up to international competition.

The Turkish economy was remodeled in the early 1980s and put a more outward looking
structural adjustment program into practice. On 24f January 1980, a series of major
economic decisionsawpc k _bc* uf gaf _"pPcc danpjkjgd b TRH glgs
beginning of the promising liberalization period.

GDP GDP Growth Rate
(current prices)($ million) (%)
1998 270947 -
1999 247544 -8.6
2000 265384 7.2
2001 196736 -25.9
2002 230494 17.2
2003 304901 32.3
2004 390387 28.0
2005 481497 23.3
2006 526429 9.3
2007 658786 25.1

Source.Republic of Turkey, Prime Ministijurkish Statistical Institute

Establishment of money and capital markets, liberalization of exchange and interest rates and
other prices have enhanced the effectiveness of monetary, fiscal and income policies.

MAJOR INTERNATIONAL ORGANIZATIONS WHERE TURKEY IS TAKING PART

European Wion (EU)i Applicant

United Nations (UN)

World Trade Organization (WTO)

Organization for Economic Cooperation and Development (OECD)
International Bank for Reconstruction and Development (World B#BIRD)
International Monetary Fund (IMF)
Multilaterallnvestment Guarantee Agency (MIGA)
Islamic Development Bank (IDB)

European Bank for Reconstruction and Development
Asian Development Bank (ADB)

Black Sea Economic Cooperation (BSEC)

Economic Cooperation Organization (ECO)
Developing Eight (EB)
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II. FOREIGN TRADE

Dmj j mugle rfc Asqrmkqg S| gml ugrf rfc CS &H_I
been aligned with that of the EU.

The Customs Union covers only industrial and processed agricultural products. Traditional
agricultural products areutside the scope of the Customs Union. Concerning processed
agricultural products, the parties have agreed on establishing a system in which Turkey
would differentiate between agricultural and industrial components of the duties applied on
these productsyhich is similar to the model applied in the Community.

For products imported into Turkey from third countries, Turkey started to apply rates of
npmrcar gml gncagdgcb gl rfc Amkksl grwiiqg Amk
classified as sensitive.

Rspicw _bmnrcb mrfcp _pp_leckclrqg dmp f pkn
Commercial Policy including common rules on import and export, inward and outward
processing, standardization of foreign trade and administration of quantitative restrictions.

RSPI CWiQ DMPCGEL RP?2B@W) @QW WC?PQ &O.
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Source. Undersecretariat of the Prime Ministry for Foreign Trade

?qg md O0..5* rfc jc_bgle grck gl Rspicwiq cV
94.2%, followed by agricultural products (3.5%) dody | gl e npmbsarqg &/, 4
imports are also composed largely of manufacturing goods (78.8%), followed by mining
products (14.9%) and other products (3.6%).

The leading export partners of Turkey in 2007 are Germany, the UK, ltaly, France and the
Russan Federation respectively; while the Russian Federation, Germany, China, Italy and the
USA are the leading import partners.



EXPORTS BY COUNTRY GROUPS (26B307)

($ million)

Country Groups 2003 2004 2005 2006 2007
= COUNTRIES e
FREE ZONES IN TURKEY 1.928 2564 2972 2967 2.940
OTHER COUNTRIES 19.426 26.152 32.049 34.633 43.809
Other European Countries 4857 6.637 8.804 7.962 10.842
African Countries 2131 2968 3.627 4566 5.977
North African Countries 1.577 2203 2541 3.097 4.030
Other African Countries 554 765 1.086 1.469 1.947
American Countries 4269 5733 5949 6.328 5.577
North American Countries 3.973 5207 5264 5439 4515
Cenial America and the 166 334 411 548 549
South American Countries 131 193 274 341 514
Asian Countries 7.813 10.465 13.191 15.257 20.213
Near and Middle Eastern 5465 7921 10.164 11.316 14.990
Other Asian Countries 2.348 2544  3.028 3.942 5.223
Australia and New Zealand 158 264 271 327 343
Other Countries 197 84 208 192 856

Selected Country Groups
OECD Countries 30.425 40.518 44.337 54.481 65.655
EFTA Countries 538 667 821  1.189 1.328
Organization of Blacksea 5044 6779 8615 11584 16.789

Ecor)orn_lc Cooperatlon.
Orgggg;g‘t’ig:]or Economic 1569 2206 2664 3341 4.642
New Independent States 2963 3962 5.053 6.993 10.084
Turkish Republics 899 1194 1408 1.982 2871
Organization of Islamic 7.205 10.214 13.039 15.007 20.218

Conference
TOTAL EXPORT

47.253 63.167 73.414 85.535 107.154

Source: Undersecretariat of the Prime Ministry for Foreign Trade



IMPORTS BY COUNTRY GROUPS (262307)

($ million)
Country Groups 2003 2004 2005 2006 2007
= COUNTRIES e T O e O
FREE ZONES IN TURKEY 589 811 758 944 1.221
OTHER COUNTRIES 35.256 51.285 66.643 79.231 100.17€
Other European Countries 11.987 18.416 23.810 25.695 34.248
African Countries 3338 4820 6.038 7.405 6.782
North African Countries 2519 3231 4205 4.878 3.615
Other African Countries 820 1.589 1.833 2526 3.168
American Countries 4922 6595 7.814 9401 12.124
North American Countries 3.741 5114 5816 6.936 9.011
gg’r’gz; amer 1ca and the 169 209 287 335 448
South American Countries 1.012 1271 1.711 2131 2.665
Asian Countries 14.099 21.085 28.502 36.226 46.284
Near and Middle Eastern 4455 5585 7.964 10.568 12.639
Other Asian Countries 9.644 15,500 20.539 25.658 33.645
Australia and New Zealand 247 302 321 399 672
Other Countries 662 67 158 105 66
Selected CountnGroups
OECD Countries 43.899 59.650 66.022 77.813 91.811
EFTA Countries 3.396 3.911 4438 4522 5.774
Organization of Blacksea 9.298 15368 20.429 27.021 34.803
Econorn_m Cooperatlon_
Org’ggg;g%g:]or Economic 2.736 3.218 5105 8.102 9.971
New Independent States 7.777 12927 17.200 23.373 31.259
Turkish Republics 623 754 1.264 1.967 2.669
Organization of Islamic 8195 10631 14441 19.111 21.521

Conference
TOTAL IMPORT

69.340 97.540 116.553

139.576

169.987

SourceUndersecretariat of the Prime Ministry for Foreign Trade



Ill. FREE TRADE ZONES

Free Trade Zones (FTZs) are defined as special areas within the political borders but
considered outside of the customs borders of the country. They are the regmidmese the

valid regulations related to foreign trade and other financial and economic areas are not
applicable, are partly applicable or new regulations are tested in. FTZs are also the regions
where a more convenient business climate is offered in ordeintrease trade volume and
export for some industrial and commercial activities as compared to the other parts of the
country.

The basic law that authorized the establishment of FTZs was put into force in 1985 (Law
No: 3218). The law aims to increaseptt-oriented investment and production in Turkey,
accelerate the entry of foreign capital and technology, procure the inputs of the economy in
an economic and orderly fashion and increase the utilization of external finance and trade
possibilities. Free rade Zones Directorate was set up within the Undersecretariat of
Foreign Trade (UFT) to establish free trade zones, receive and evaluate application forms,
and issue operating licenses.

The names, locations and years of going into operation of the aEfi\#&s in Turkey are as
follows:

OPERATION
NAME LOCATION DATE

? Q @FTZ  Antalya 1987

K C Q @=Tg Mersin 1987

ADANA - YUMURTALIK FTZ Adana 1999

AEGEAN FTZ @mir 1990

g QR? L @S J RRARRPRRT FTZ ¢tanbul 1990

RP?L Q®&Z{ Trabzon 1992

STANBUL THRACE FTZ _ r _fambul - 1998

GSTANBUL LEATHER AND INDUSTRYFT gqr | ~ sj 1995

K ? Q @FPTE | Mardin 1995

EAST ANATOLIA FTZ Erzurum 1995

Q? Q@TH Samsun 1998

KAYSER FTZ Kayseri 1998

P g Q @&PZJ Rize 1998

g X R IENEMEN LEATHER FT Menemengmir 1998

EUROPEAN FTZ Tekirdaj 1999

E? Q @PTg Gaziantep 1999

R o @K MARMARA RESEARCH CENTE Kocaeli 2002
TECHNOLOGY FTZ

BUSEB FTZ Bursa 2001

DENSER FTZ Denizli 2001

| MQ @RTE | Kocaeli 2001

In general, all kinds of activities can performed in Turkish Free Zones such as
manufacturing, storing, packing, general trading, repair and maintenance, assembling and
dismantling, financial leasing, banking and insurance. Investors are free to construct their own
premises, while zones also leaavailable office spaces, workshops, or warehouses on rental
basis with attractive terms. All fields of activities open to Turkish private sector are also
open to jointventure of foreign companies.



Advantages of operating in Turkish FTZs can generalgub@narized as follows:

e Free zone users that operate under production license exempted from the income
or corporate taxes until the end of the taxation period of the year Turkey becomes
full member of the European Union.

Free transfer of earnings and reuees to any country.

Free foreign trade regime.

Avalilability of general investment incentives.

Flexibility for extending the period of operation.

Minimum bureaucracy.

No limitation on the proportion of foreign capital participation in investment.
Possibity of sales into the domestic market.

Ability to use all convertible foreign currencies.

Developed infrastructure competitive with international standards.

Easy access to major Turkish Ports on the Mediterranean, Aegean and Black Seas.
No proceduralrestrictions regarding price, standards or quality of goods.
Avalilability of more attractive loans from the banks operating in FTZs.
Cheaper labor cost due to income tax exemption.

Possibility to employ foreign personnel.

Avalilability of space especialtyniewly established FTZs.

An Operating Permit must be obtained from the Undersecretariat of Foreign Trade, the
Free Zones General Directorate in order to start operations in free zones.

After receiving the Operating Permit, investors/users will applyh® Zone Directorate to
ecr _ %Amlgrpsar gml Ncpkgrin dmp rfc gknjckecl

?2?drcp rfc amknjcr gml md amlqgrpsar gml umpi *
operations can then start.
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The trade volume of free zones in Turkey in 2007 can be seen on the graph given below:

TRADE VOLUME OF TURKISH FREE TRADE ZONES (2007)

istanbul Leather 6312

Aegean 4.093
Istanbul Atattirk Airport 3.619
Mersin 2.556
istanbul Thrace 2.290
Bursa 1.619
European 1.499
Kayseri 647
Antalya 546
Kocaeli 467
Menemen 424
Adana-Yumurtahk 161
Samsun |# 96
Denizli |#75
Gaziantep |#73
TUBITAK-MAM Tech. 47
Trabzon |#39
Rize (12
Mardin |10
East Anatolia /|0
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Source: Undersecretariat of the Prime Ministry for Foreign Trade

~ Aegean FTZ



The distribution of the total trade volume of Turkish Free Trade Zones on country basis is

shown on the table gan below.

BREAKDOWN OF TRADE VOLUME
OF FREE TRADE ZONES BY COUNTRIES ($1,000) (2007)

Countries

|. OECD and EU Countries
A. EU (27) Countries
B. Other OECD Countries

[I. Other European Countries
[ll. Commonwealth of
Independent States

IV. North Africa & Middle Eas
V. Other Countries

VI. Turkey

TOTAL

Inflow to % Outflow from % Total %
Zones Zones

5,737,914 50.6 3,399,080 25.7 9,136,994 37.2
4,369,90¢ 38.5 3,101,094 23.4 7,470,99¢ 30.4

1,368,00¢ 12.1 297,987 2.3 1,665,99¢ 6.8

6,476 0.1 33,268 0.3 39,744 0.2
409,93z 3.6 633,827 4.8 1,043,76C 4.2
478,357 4.2 665,28 5.0 1,143,64C 4.7
1,667,257 14.7 576,260 4.4 2,243,517 9.1

3,045,265 26.8 7,920,526 59.8 10,965,78¢ 44.6
11,345,201100.0 13,228,244 100.0 24,573,445 100.0

Source: Undersecretariat of the Prime Ministry for Foreign Trade




IV. PRIVATIZATION IN TURKEY

Npgt _rgx_r gml f _gq =~ ccl TidprivRtggtion pragiagin Turkey | b _ g
primarily targets:

A The minimization of state involvement in economic activities and the relief of the financial
"spbcl md Qr rc Camlmkga Clrcpnpgqgqcg &QCChc

A The development of capital markets and thedanneling of resources towards new
investments

The investment opportunities in Turkey are particularly attractive in the framework of the
amsl|l rpwfig mlemgle _k grgmsq npgt_rgx_rgml
international investors isighly encouraged in the massive privatization program.

The privatization process in Turkey has proved to be an important source of funds for the
government and brought tangible results and progress. Although it has not been easy, many
stateowned companige have passed to the private sector.

Turkey has secured an investment friendly environment for privatization with regulations
matching European standards. With the enactment of law 5189, the foreign ownership
restriction on the part of foreign investors Igted.

The principles, procedures, authorized agencies and other issues regarding privatization are
all set out in the Privatization Law No. 4046, dated 1994.

Currently there are 15 companies in the privatization portfolio.

Organizations that can take place in the Privatization Portfolio:

A SEE's, their enterprises, associated corporations, operations, operational units and assets,
~q ucjj _gqg rfc ns jga qf _pcgHoldimngandfTuwbamp n _pr
A Ns jga qf _pcg _Ib qf _pcg gl amkkcpag_j mpe
the majority shares rest with the state
A Public shares and shares that belong to the Treasury



