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Competitive dynamics

In terms of both economy and geography, Turkey is well
placed to act as the bridge between Europe and Asia.
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“A CULTURAL MELTING POT, TURKEY IS THE :
land where East meets West, [slam meets
Christianity." Tourist board patter might have :
worn this cliché threadbare, but the "East to
West™ gateway analogy fits private equity rather :
snugly, Mo other continent or region matches
Europe's zeal for Turkey. .
Of the $15.9bn (£12.1bn) in foreign direct
investment that flowed into the booming

The outspoken premier, who in Movember ranked
third in 2011's The Muslim 500, earlier this menth
scolded the UN for its ramshackle handling of
the ongoing Syrian crisis. Erdogan rescinded his
once close ties with Damascus after president
Bashar al-Aszsad launched an ongoing campaign
of violence against his own people a year ago.
But if Syria is no longer a close ally, Turkey's
stance is firmly supported by the region's
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Arab Spring and overall changes in the Middle
East, Turkey could very quickly become an
example of a market-driven economy,” savs
Solomon Wifa, head of O'Melvery & Myers' Londaon
office, the law firm that advised both Turkven
and Crescent Capital on their recent funds.

According to Wifa, Turkey's macrogeconomic
position and status as pillar of stability between
Europe and the Middle East is encouraging spend
and investment. This is why GDP has trebled over
the last decade. And it's becoming an oft-told
tale, too. ©I was trying to sell Turkish equities in
London in the 19905 and was explaining the
Turkish story for 55 minutes, then the company
story for the last five minutes an roadshows”
recalls Onay. "Now yvou don't even have to
explain the Turkish story”

COney believes the country’s geography and
unigque cultural blend make it the perfect
candidate to do business in European economies
to the West, but also in the Middle East, "It's
difficult for a Western campany Lo Wwark in
Kazakhstan, but if it teams up with a Turkish
company it can easily work there. It has always
been like this, but it's anly just now being
discovered by all, That has been built over the
decades very guietly,” he explains,

The economy’s steady ascent in recent years
is undeniable, but its credentials as a diplomatic
and economic go-between are by No mMeans
untouchable. Although Erdogan has openly
supported lran's right to develop a peaceful
nuclear programme, its decision to offer Istanbul
as host to talks on Tehran's disputed tachnology
has not won everyane awver. Politicians in Iran
are unhappy with Turkey playing matchmaker,

economy last year, $12.4bn came from within the
EU's borders. In second place - albeit a distant
second = is the Middle East, which contributed
$1.5bn to the kitty. And the same pattern Can

be traced in private equity. For every mention

of Mid Eurocpa, NBGI| Private Equity or Adwent
International muscling in on the action, vou're
just as likely to hear Abraaj Capital or Invest
AD's names crop up. Competition runs high,

“I| dan't know of any other country at the
moment where 5o many nationalities are looking
to imvest, even the usual suspects,” says Bans
Oney, managing partner of Globalturk Capital.
“Take Brazil: | don't think too many Middle
Eastern investors are seaking investment
opportunities there, When it comeas to Russia,
| don't think they are even locking there. They
might be loocking at India and China. But the
other destination is the West - Europe and the
US. Owver the past couple of years, however,
Westerners have alsa bean loaking at Turkey”

Oney claims that Istanbul has been working
hard on relationships with its immediate Eastern
neighbours. Turkish prime minister Recep Tayyip
Erdogan certainly hasn't made any bones about
where he sees his country standing on the world
stage. Last September, on Cairo television, he
raged that “Israel is the West's spoiled child”.
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sweeping association, the Arab League,

Shining light

More than that, Turkey is a beacon of strength in
a region shrouded in doubt and uncertainty, As
autocratic leaders were toppled one by one last
vear, Erdogan’s booming democracy, conversely, -
appears to be gaining stature. “Following the :

- Perhaps the country is trying just a little too

: hard for everybody’s liking. But even where
macro-political ties can't be taken for granted,
as of last year, FD| continuas to pour in from
bBoth sides. And with 15 per cent of that foreign
money coming from private equity’s pockets,
don't expect the likes of Advent or Abraaj to
be decamping any time soon, @
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East meets West meets East

Every other week a new local fund appears on the scene, but it's Turkey's positioning for foreign
investors that sets it apart. Real Deals takes a look at some of the most significant cross-border
private equity deals Turkey has played host to in recent months.
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& In February 2071, TPG Capital sold Turkish spirits company and raki bottler Mey Icki Sanayi to
Britizh distillery Dlageo for $2.1bn, marking Turkey's biggest private equity exit on record.

& Two months later and BC Partners sold down a 17.5 per cent stake in top Turkish supermarket
chain Migros Ticaret via an accelerated bookbuild that returned the European buyout firm more
than €350m. BC Partners retains a majority holding in Migros.

# In January this year, Dubai's Abraaj Capital sold its 50 per cent stake In hospital chain Acibadem
Saglik Hizmetleri & Ticaret for around $1bn to Integrated Healthcare, a company linked to Malaysia's
sovereign wealth fund.

s The Eastgate Capital Group, the private equity arm of Saudi investment firm NCB Capital, also made
its debut in Turkey last moenth by acquiring 49.8 per cent of clothing retaller Fabeks Dis Ticaret for
an undisclosed amount.



