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MARKET INDICATORS

Prime Rents are expected to soften in short to medium term
Rents: due to the COVID-19 pandemic.
Prime . ; ST
vields: Yields expected to be impacted rapidly in the short
lelds: to medium term.
Slowed but continued increase in pipeline supply,
Supply: some delays for ongoing developments. The number
of closed or reuse of shopping centers are likely to
increase in mid to long term.
Demand: Retailer expansion remained subdued in line with

the pandemic and second wave curfews.

Prime Retail Rents — December 2020
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HIGH STREET SHOPS TRY Us$ € us$ GROWTH %
SQ.M/MTH SQ.M/MTH SQ.M/YR SQ.FT/YR 1YR 5YR CAGR
Istanbul 750 105 1,050 117 -19.2 -17.81
Izmir 350 50 505 55 -23.1 -18.02
Ankara 450 65 655 72 -23.5 -17.97
Prime Retail Yields — December 2020
HIGH STREET SHOPS CURRENT LAST LAST 10 YEAR
(FIGURES ARE GROSS, %) Q Q Y HIGH LOW
Istanbul 7.25 7.25 7.25 8.75 5.80
Izmir 8.25 8.25 8.25 11.25 7.50
Ankara 8.25 8.25 8.25 11.25 7.00
SHOPPING CENTRES CURRENT LAST LAST 10 YEAR
(FIGURES ARE GROSS, %) Q Q Y HIGH LOW
Turkey 7.75 7.75 7.75 9.25 6.80

Overview

Along with the unprecedented impact of the pandemic, the impact is set to dramatically disrupt brick-
and-mortar retail market. Recovery path at slower pace indicated partial rebound before the second
wave curfew in November, therefore the turnover index has decreased by 10.3% m/m in November
2020 and dropped by 11% compared to year before given the results of the shopping center retail data
provided by AYD/Akademetre. All category sales declined y/y in November 2020 as a result of new
measures except technology. Apparel and shoes recorded decreases by 14.8% and 18.8%,
respectively. Both categories decreased at similar levels by approx. 10% and 12% m/m, respectively.
The highest and significant increase was by 33.9% in the technology category. A distinct decrease of
41.3% on the other hand was recorded in food & beverage in November 2020 compared to the same
period of last year, while both categories indicated a similar trend as observed in the previous quarter.
Along with Covid related closure of the food and beverage sector and limitation to takeaway and
deliveries only, the decrease in the turnover index continued to be recorded in November and set to
remain for the following months. The footfall index indicated a partial recovery with an increase by
19.1% m/m in October. Yet, a 34% yly decrease in the same period should be examined as the count is
to decline starting from November following new restrictions. Moreover, according to the Turkish
Statistical Institute, retail sales volumes and turnover increased by 11.9% and 26.1%, respectively in
November 2020 on an annual basis. The share of online retail sales and turnover remained to weigh on
by 69.8% and 89.5% yly increases in November 2020, respectively in line with the transformation in
consumer spending habits as a result of the pandemic.

Occupier focus

New curfews and restrictions starting from November weighed on retailer activity in the fourth quarter,
where occupier demand was already relatively low in the third quarter. Considering the ongoing lower
retailer expansion in 2020, demand may pick up in the recovery period as of next year. Furthermore,
expansion plans of both local and international retailers may accelerate starting form the first half of
next year.
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As a result of the pandemic, a number of notable retailers have slowed their expansion plans in 2020. Due to the second wave weighing on retailer activity, occupier investments remained limited in the fourth quarter,
parallel to the outcome observed in the third quarter. Meanwhile during Q4, Puma has strengthened its market share in line with its growth strategy, while Decathlon maintained its expansion plans. Alongside with the
invesment announcement plans of coffee shop brands such as Kahve Dunyasi and Kahve Diyari for the upcoming period, third wave coffee chains retailers are expected to pick up. Furthermore, supermarket and
discount retailers are maintaining to grow with new stores and its investment plans in order to expand further as pandemic has brought potential to emerge. Most active fast fashion retailers are also anticipated to gain
momentum, while technology brands are likely to invest in new openings parallel to their expanding forecast, considering the significant rise of the technology category in shopping centers’ turnover indices recorded in
the fourth quarter.

93,000sqg. m of new supply entered the market in Q4 taking new shopping centre completions to 309,000 sq. m for the year. This is a decrease by 12% compared to the previous year, while overall supply reached
13,5 million sg. m and 428 shopping centers. New shopping centres in this quarter are Vega Istanbul SC (58,000 sg. m) in Istanbul and Park Karaman (35,000 sq. m) in Karaman. Other new shopping centres were
Vega Subayevleri SC (25,000 sqg. m) in the first quarter and Kumsmall SC (180,000 sq. m) in Kayseri and Cizre Park SC (11,000 sg. m) in Sirnak in third quarter.

Investment Focus Total Shopping Centre GLA and Numbers by Years
Retail investment deals in 2020 were limited to retail units, while two 16 - - 600
sizeable transactions were recorded in the first half of 2020, including 14 4
Gergul Construction acquiring Kipa Cigli SC in Izmir from Migros for 'g 12 | - 500
$266.8 million and Kocak Gold’s acquisition of 3M Migros in Istanbul from S L 400 8
Migros for $206 million. Dogus Holding has agreed to sell 42% stake in E 10 1 S
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« Throughout 2020, the impact of the global pandemic had dramatic consequences on the retail market reshaping the industry. Given the first lockdown from March to May and second curfew within the latest measures in brick-and-mortar
retail starting from November and continued closures of food and beverage sector, limited with takeaways, put a new stop and added more pressure on the recovery period starting in the second half of the year and will negatively impact
turnovers and retailer activity. As a result of the drop in footfall and turnover, turnover rent arrangements requested by occupiers remained in the fourth quarter including the discussions around ability to terminate leases without penalty
have risen in order to mitigate the economic ripple effect caused by the pandemic.

» Along with the restrictions, according to the survey of United Brands Association of Turkey, members whose turnover was below 80% compared to year before, rose from 38% to 60%, where the rate of the members reaching a turnover of
more than 100% decreased from 25% to 12% in November m/m in the shopping centers. Decrease in the rate of the turnover, on the other hand, were relatively less in the high street with the results of members whose turnover was below
80% compared to year before, rose from 29% to 43% and members reaching a turnover of more than 100% decreased from 39% to 20% in November m/m despite the continous dicount period in the same month. As a result of more
consumer interest in high streets, some recovery rebound is likely to be recorded more than shopping centers in the upcoming periods.

* Online sales and e-commerce have been growing exponentially during the pandemic. Given the result of the volume of e-commerce in the first six months of 2020 with an increase of 64% compared to the same period of the previous year,
online sales increased by 90% while 103% increase in transaction volume was recorded during the "Black Friday" period in November yly, reflecting that online retail will be a driving force of physical retail and in retailer activity. Therefore,
brands that have developed and are considering investing further in structured omnichannel strategy are likely to expand market share. Reviewing store environment with every heath and safety aspect including click and collect options,
integrating technology by providing touchless points at most with artificial intelligence and virtual reality and utilizing data with analytics which is critical to understanding the consumer’s needs, will benefit the increase in footfall index.
Furthermore, hybrid retail model, integrating e-commerce and pyhsical retail while leveraging logistics capabilities is set to strengthen.

* With changing consumer patterns, emerging concepts of open spaces in common and food & beverage areas, leisure & entertainment to socialize with new health and safety standards, shopping centers will need to reposition. Shopping
centers that are not able to adopt new concepts will be on the map for conversions and a considerable amount of shopping centers may go out of business.

* Many shopping centers are already facing foreclosure as a result of foreign currency financing and FX volatility.

» Interest from opportunistic buyers is expected to accelerate for distressed assets in the near future.
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This report has been produced by Cushman & Wakefield LLP for use by those with an interest in commercial property solely for information purposes. It is not intended to be a complete description of
the markets or developments to which it refers. The report uses information obtained from public sources which Cushman & Wakefield LLP believe to be reliable, but we have not verified such
information and cannot guarantee that it is accurate and complete. No warranty or representation, express or implied, is made as to the accuracy or completeness of any of the information contained
herein and Cushman & Wakefield LLP shall not be liable to any reader of this report or any third party in any way whatsoever. All expressions of opinion are subject to change. Our prior written consent
is required before this report can be reproduced in whole or in part. ©2020 Cushman & Wakefield LLP. All rights reserved..

Cushman & Wakefield (NYSE: CWK) is a leading global real estate services firm that delivers exceptional value for real estate occupiers and owners. Cushman & Wakefield is among the largest real

estate services firms with approximately 53,000 employees in 60 countries. In 2019, the firm had revenue of $8.8 billion across core services of property, facilities and project management, leasing,
capital markets, valuation and other services.

©2020 Cushman & Wakefield. All rights reserved. The information contained within this report is gathered from multiple sources believed to be reliable. The information may contain errors or
omissions and is presented without any warranty or representations as to its accuracy.

Our Research Services

Cushman & Wakefield (C&W) is known the world over as an industry knowledge leader. Through the delivery of timely, accurate, high-quality research reports on the leading trends, markets around the
world and business issues of the day, we aim to assist our clients in making property decisions that meet their objectives and enhance their competitive position. In addition to producing regular reports
such as global rankings and local quarterly updates available on a regular basis, C&W also provides customised studies to meet specific information needs of owners, occupiers and investors.

Accessing Cushman & Wakefield Research
To see all our publications, please visit: .

http://www.cushmanwakefield.com.tr/
http://www.cushbakisi.com/
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