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2018 review of the Turlkash M&A market

he year 2018 was chal-
lenging for Turk-
ish M&As Both glob-
al and local develop-
ments rocked the market. At a
global level, the most remarka-
ble factors were the never-end-
ing Brexit deal negotiations, on-
going budget discussions in the
U.S., the Federal Reserve Banl's
interest rate decisions through-
out the year and persistent con-
flicts in the Middle East. On the
other hand, Turkey saw a debil-
itating devaluation of the Turk-
ishlira, increasesininflation and
interest rates and slashed cred-
it ratings. There were also presi-
dential elections and the ending
ofthe state of emergency.
Considering all these dewvel-
opments both in Turkey and
the world, the fluctuations that
astarted in 2016 in the Turkish
Mé&A market were still palpable
in 2018. Justto refresh our mem-
ories: 2016 was a very tough year
for almost all markets in Turkey.
The total deal volume hit lows
not seen since 2009, Following
the 2017 referendum, the to-
tal deal volume was still low but
the total deal number recovered
quickly reaching its highest in
thelastfiveyears.
Annualreportspreparedbythe
Turkish Competition Authori-
ty and independent audit firms
Deloitte and Ernst & Young show
that the modest recovery report-
edin 2017 continued in 2018, de-
apite the continuous political
and economic fluctuations. The
most noteworthy data extracted
fromthese reports are asfollows:
In 2018, the approximate an-
nual deal volume totaled $12 bil-
lion. This represents an increase
of 17 percent in total deal volume
compared to 2017, which was es-

timated to be $10.3 billion. While
the annual deal volume increased
in 2018, the total deal number
dropped to 2586, a decrease of 12
percent. The total deal number
was2951in 2017,

In 2018, 223 deals were report-
ed to the Turkish Competition
Authority for merger clearance,
compared to 184 in 2017 With
the addition of 2018 numbers, the
six-yearaverage of deals reported
to the Turkish Competition Au-
thority between 2013 and 2018
reached 200. This number repre-
sents a remarkable parameter to
understand the players and size
of the Turkish M&A market as
only the transactions involving
parties meeting certain finanecial
criteria are reported to the Turk-
ish Competition Authority.

The ten largest transactions
comprised 63 percent of the total
annual deal volume. These larg-
est transactions correspond, ap-
proximately, to only four percent
of the total number of deals done
in 2018. The remaining involved
small and medium size transac-
tions, mainly start-ups.

Deals made by foreign inves-

tors remained almost unchanged
in2018.In 2017, foreigninvestors
were involved in 70 deals, com-
pared to 74 deals in 2018. This
comprises only 29 percent of the
total number of deals in 2018.
Turkish investors still dominate
the market with 182 deals, with
atotal annual deal volume of ap-
proximately $4.4 billion. Consid-
ering foreign investors’ level of
involvementinthe Turkish M&A
dealsinthelast five years, we can
say that their cautious approach
towards Turkish markets is still
evident.

While foreign players’ appe-
tite for the Turkish M&A market
slowed in 2018, deals involving
foreign investors encompassed
63 percent of the total deal vol-
ume in 2018 of approximate-
ly $76 billion, whereas deals in-
volving Turkish investors repre-
gsented 37 percent of total annual
deal volume. On the other hand,
both deal volume and deal num-
ber of financial investors de-
creased significantly in 2018 and
reached the lowest level of activ-
itysinee 2010.

Technology, food and beverag-

es, manufacturing, services, en-
ergy and financial services had
an active year in terms of M&As.
Privatizations’ contribution to
the total deal volume was insig-
nificant, with only a slight in-
crease due to the privatization
of sugar production facilities,
which increased the share of pri-
vatizations to 8 percent of the to-
taldeal volumein 2018.

Looking forward, 2019 will
again be a difficult year for com-
panies that are in financial dis-
tress and companies with only a
local presence. They are more ex-
posed to foreign exchange risks,
which adds more risks when alo-
cal or global economic recession
isexpected.

On the other hand, businesses
with export operationswill be the
focus of investors' attention. Fi-
nally, the expected sales of cer-
tain assets and companies from
the portfolio of the Savings De-
posits and Insurance Fund may
boost activity in the Turkish
MEA market.

Forecasts for 2019 are mainly
dogged by Turkey’s growth un-
certainty, the fluctuations of the
Turkish lira against foreign cur-
rencies and high inflation. This
means we expect that the 2019
deal volume will remain similar
to 2018.

Conversely, despite all the po-
litical and economic turmoil,
the Turkish market continues to
have great potential and inves-
torswho are familiar with the re-
gion and have long-term invest-
ment plans will not be reluctant
to continue investingin Turkey.
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