
No crisis of faith
Despite a long-running batt le between the government and the a(myoverTurkey's rel igious and pol i t icaf future, foreign investors continue to f lood thecountry with capital.  That means pf enty of-business for foreign and domesticinvestment banks, and for a new wave of small  but ambit ious boutiques.Lawrence White reports

, , \S AN INDICAI' ION of i ' r ,est.rs, cônficlc.ce i '  . lurkei, ,s 
rr,hat¡ i l i ta_

tiorì,  the success of thc Halkbank I l)O ir_t the miclcl lc of a pol i t ical
cr is ' is coulcr hardìy be nìorc te,ìnf; . .{s the a¡ 'rv threatc' .c..  another
corp ancr a ¡ ' i , ion secularists to.k tcl  the streÈts to pfotc'st agai 'st
tL¡! ¡lercc'ivecr Israrnisr age-cra .f thc gor.ernrne't. (iolcrrìrarr sachs
anil  local f i rm ls lnve.sunent ntarragerl to hlì  the book l i l ¡  thc.' f 'L2 

'5 bi i l i . .  {$r.[J6 rr iuio') -statt  r¡ank privatizatiorl  w,i th ¡] lore than
S I2..5 l : i l l io¡r of <>r.t icrs.

" lust thrce clavs atter thc begÌr-rning ot thc Halkbank roaclshc_rw.,, ,
sav-s l lhamì Koc, generar nlanagiL'r at Is Investìì . ìc¡rt ,  , , the lurkish
nrarkr:t  was l-r i t  bv pol i t ical tensio's. BLrt \ ,rc, togethef with Golcl-
r lan Sachs as the global bor>kr¡-r¡r¡ ler, <l icì not step back. At thc etìd
of a successful offering carnpaigt-t ,  invcstots oversubscrì l)eri  t l ìe
I- lalkbank l l )O, thc la¡gcst ' r ivat izat io'  I l )O irr 

. l ìr¡kish 
bistorv, [^,

¿rlor¡nc1 cight t i l l tes., ,
' I ' l ì ( ì  

ìnterlat ionar inVcstrnent conlnrunitv seenìs rìot to Dc L¡ 'crL¡r\ :
col lccrned bv the disputc l)etweetì t Ì ìc seclr lar ist arnir_ ancl thc,
lslamic AK party" a.d trrc resurt i 'g tow.f capital is fueti 'g a stron.q
l l)O r¡arket. Foreìgn banks that havc Ira(l i t ional l¡ ,  covere<J the maf_
kct Ìronr overseas are cìthel opelì ir ìg ofhces in Istânbu] or- ir ìvesti¡ lu
in o¡le of thc in(ìreasinlì  nt¡mber of local Lrrokers. f lor- lses such as Is
IrìvestlÌìent that are atfiliatL.d to a LE:\l)lN(ì conuìlercial bank trow
face competition frorn srnallc.r boutiques, otierr formc,cl trv tc.airs tlf
barlkers jurnpirrg sh.ip frorn the tradìt ional playc.r.s. . l .here,s 

plcntv ot
l lusiness to be won.

"ll)c)s a'cr privatìzaticln crcars ha'e arrvavs becn r.lot i.s:iues ir.r
Turkev," says r(oc. "Ail the burgc-bracket in\.cstrnent banks are part
, f  the g.r 'r ' .  r)erna'cr for ' l 'urkish assets is .rr a r isi 'g trend thanks to
a successfi¡ l  tLrrnaround in ecouc.rr:r ic fr ìndametltals, the start of F.U
acccssi()n tark's a'cr fav.urabre c()ndit ions ir ì  internato'al f i ¡rarrciar
r ' ì larkcts. Apart f ioni tht l l )Os a'cl  ¡ tr ivat izat ion, N.lc\A actìvi tv has
als. i l lcrc'asecl shar.plv in rccel l t  vears, i l r  l ine n, i th thc, global tretìcfs.
Wc sec an ever-increasing âppetjte for prir:atc, ecluitv ancl MñA acti\.
i tv: t)ctween 200{ and 2006, a total of 530 c. lcals tool i  ptace, tvorth
about  S62 b i l l i on . , ,

Not cveryone is convir lcecj that 'r ' r-rrkc,v is as,sarþ an investrìrcnt as
this | ising t id(" of invr,strnent suggcsts. Wtit in.r¡ abouf the pol i t ical
crisis in Ma¡r in a note cntitled furkev: h,viligltt z.t)n(, Motganstanle],
analyst Serhan Cevìk e-xpresserì his concerns.

" lurke' has suffþrecr a rna jor bic¡v'  t .  i 'st Í tut ionat crc¿rirr i l i tv - in
nlv view the'rrrkisrr militan"s LlDeNIJeCted l.entlil.c into poritics has
âltered the countrv,s l)ol i t ical and ìnst i t l r t ional lanclscapcs so that no
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olre ¡cal lr .  knorrys r,vhat is going kr ha¡rpcrr nt, . l t . , ,
( lct ' i l t  is calctuì to uncleri ine his fait .h in thc ,, fundanlentâl

.  stren.qth clf  the' l i rrkish ecotlomvt,but rrror¡ ies that t l ìe r isks arc not
l leing aclequatehr pricecr i ' .  "rt  sccnls," h( '  continues, . . thât , ìarket
part ici l )a' ts . lo not ' r trch ca.e about clcteri .rat i 'g , lst i t ' t ìo.al crecl_
ibi l i t r ' .  Sonlc of the ke¡- a.ssutl¡ l t ictns nìarket pârt icipaìl ts havc ha(i
¡bclut lurkei, 's future dir.ectì<ln arc nov\,,  to sav t l ìe least, r ,r ,caker anci
cruestior ' ìablc l lLrt a.sset ¡rrìccs rcrìecr . .  changc. aitc.r rcccrt c 'erìts:
thc l i ra is as st¡ong as ever anrl  i t ì tcrest _ratL,s are bacK to theÌe'el
l tefore the pol i t ical turnloì1.,,

l -ocal bankers, , f  c.ursc, are l l tolL, p.sit i r .e: tht ir .businesses rc, l ' to
a.grcat extent on thc'trade tì lat fesults fronr foreign in\.esttì lcnt.

Breathe the air
" l l 'ou',rr-reacl the i ' tcr 'at i . .ar [)ress \1lrr rr, i i l  get a rnrcl-r bl¿tckc, '
I)rctrue .{ r .vhat is going cln in l-r ,rrkc'than i f  i ,ou lverL. t() conle t lere,
brcathc in the air and scc what,s going ol l  tbr vourself , , ,savs Bertan
Ic-r¡:cler', a [)artr'ìer at r)a'runa o'r'lrorate r-'i'a^r.e. .,r,'l iust bacli frorn
a tr iÈl to New Yc.trk where I nlet wit l . ì  ¿l nunlbcr ol.banks ancì hc.clge
flurcls, all of which e_rpressecl a keen intcrest in vvhat,s gcting otr in' l ì l rkcv' 

r . terest ir l  rew tra'sactio's is rìot srìppìng. rt  \^/or¡ lcr r10t be
fair to saV that everyt i- ì ing is al)solutelv hne, l :r¡ t  i t  Vou look at thc
rccol,erv of t l lc stock a'cl  FX markrts i t ,s clear that.[ .urke' is lnuch
rrore resi l ient ¡row than before, l ìalrks ¿re l)etter capital izcd, ioreig-n
on'rersl] ip has in rnanv cases i .crcasecr staì) ir i t \ ,  aad rììa.ageme¡lt  is
rnuch irnpror.cc1.,,

Da¡ul la is ol le of arr increasirrg r lumber of siral ler boutiqucs
aimecl at sc'rvicing the nec<ls of tnick-{ le market and upper markct'Iurkish 

corporates, niany of which a¡e looking for foreign inrrcst_
nlel l t , ' l 'here ha.s been a clralnatic inc¡ease, yclrclcrn savs, in thc
nunìÞer âncl diversÍtv of t i l reign l ìrms lookinp to nlal ie strategjc
irì\.estlt) ents in the cOur.ltrr,..

"As a. c.xample,,,he savs, , ,r ,ve had a sel i_sidr. Ì taudate for a
t,icl-sized cornpal'ìv it't z0oz whc'l'c there ncrc olrrl. tr.ìree r)ids frorìl
pr ivatc cc¡uitv plarrers. We,re arrangin.q a sinri lar deat nor.r,  and r+e,r:e
hacì 16 private equitv bicls al¡eaclv. We,re -sL.(,irlg Ìlalles bicìdinr.o,¡,
tllat lvc've ne\¡e¡.seet.ì bcfore in the market, bot.h as a r(ìsult ol the
.qlobal l iquidit-v sit ,at ior l  a'd I  thi .k because r¡f  an rncrcasi.g levei
of i l r tr-rest in Tu¡kcy.,,

ìV{ost of this intercst corrìes fronl l)anks, private eqr: i tv f inns ancì
hc'dge hrnds lookìng to tnakc. strategic acquisit ions or lbrrtr p¿ìÌtner_
ships; there's no r.eal corporate debt ûlarkc,t to sDeak of.
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"Companies are still cautious about tapping the bond market,,,
says Yamac Be¡ki, CEO of yatirim Finansman Securities, ,,since real
interest ¡ates for local cur¡encv are still high and the treasury,s bor_
rowlng requlÌements are still a strong influence.,,

It's something of a Catch_ZZ, says yordem: ,,ln orcler to be able t<;
seil corporate debt in Turkey, the issuer woulcl need a good reputa_
tion but in order to have a good reputation you can,t aflbrd to issue
debt at the moment when rates are so high.,,

Foreign investors looking for long_ter; Turkey exposure teÌld
the¡efore to concenttate (
beenstead'ybuying,r.;i:;t:'J:".-.'.t;'J;,ï,ï-"lr:ä::i:Lr,,
retail banking rna¡ket but investment banks harre been s.lower to
commit themselves. The financial se¡vices market is fragmented and
that means there,s p.lenty of room fo¡ smaller local fi¡rns to compete
fo¡ the M&A and equity offering mandates that ¡esurt from trre
growth of the economy and the inflow of capital.

"We established ourselves as a corporate ûnr.rce boutique a year

"There are a lot of private equity
Êrms looking at Turkey noq and
whereas in an IpO the investors
become shareholders in direct
investment, the emphasis is much
more on management,,

Mehrnet Sagiroglu, I.'ideltus Capital

IRENDS IN TURKEY'S M&A MARKET
þ1su4glr TuRKtsH AND FoREtcN tNVEsroRs
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and a half ago,,, savs Mehmet Sagiroglu, managing director at Fidel_
tus Capital, ',bringing together a group of professionals with a great
deal of experience in the international corporate finance markets.
P¡eviouslv in Turkey you had oniy the brokers owned by the large
c.mme¡cial banks, such as ls Bank, Akbank or Garanti, but now as
the demand fo¡ direct investment ìn Turkey grows you are seeing
more boutiques like ou¡selves enter the ma¡ket.,,

The larger secu¡ities fi¡ms atfiriated to commerciar banks tend
to tun the big Turkish IpOs, often in coniunctiotl wtth a fo¡eisn
bank. After a long period of inaction and poor pertbrmance _'Turk_
ish stocks were among the ve¡v worst performers in 2006 _ these
headline-making offerings are back. Is In\,estment, for exaniple, was
domestic coordinator and book¡unner tbr the Halkbank deal, and
Garanti Securitíes worked with HSBC and Credìt Sutsse to unde¡_
write the Februa¡v IPO of airport operator TAV that valuecl the firm
at $1.7 bi l l ion. For boutic¡ues such as Fideltus, there,s l i tr le point in
coìnpeting: the aim ìs to get in on smaller deals where bulge_bracket
banks and the rarger rocar b¡okers hord ress of a natural advantase.

"We have an advantage in the mid_rnarket, especiallv in M&A]
where being independent gives you rnuch more credibility. Most of
our rnandates a¡e on the seìl side, advising Turkish compan.ies that
want to make strategic partnerships. That said, we are r,r,orkÍng at
the moment on a buy-side mandate fo¡ a Turkish company that is
looking to make an overseas acquisítion _ something that J think we
will see a lot more of in the near future.,,

The number and range of Turkish cornpanies hoprng to catch the
eye of a foreign suitor is Íncreasing, and the investment banking sec_
tor is unl ikely to n] iss out

Catching the public eye
Having show' off what Ít courd do, Is rnvestment was frrst out on to
the dance-floor. 'Just one week afte¡ the Halkbank IpO,,, says Koc, ,.ls
Investment went public and, as of May 2007, wasthe only investment
banking institution traded on the ISE. We a¡e not worried about the
entrv of foreign investment banks into the market. Most of the bulge_
bracket in\¡estment banks have been active players in the Tu¡kish mar_
ket fo¡ several ,v-ears. The Turkish brokerage business is an overcrowded
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