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. EQUITY
Dogus Otomotiv R ARCH

(Maintained)

Current Price (Nov 09, 2007) YTL7.65

) ) Current Mcap (mn) US$713
Enjoys Strong Lira 12-mth Target Price YTL11.80
) ) ) Target Mcap (mn) US$1,018

« Strong Lira, high margins... Being a sole
importer importing in Euro and distributing around g“"‘?'e”d Yield 2-83’
o . . . . . s apital Appreciation 42.6%
75% of its vehicles in Turkish Lira, DOAS 12-mth Total Return 45.49
profitability is highly dependent on EUR/TRY rates.
Appreciation of TRY contributed positively to the |Ticker DOAS.IS DOASTI
. . I . Sector Retail-Automobile
bottom line profitability in 1HO07 and gives hopes for |, .¢shares (mn) 110
a better second half profitability figure for the |3MAvg.Trd.Vol. (mn) US$6.8
company. 52-week Range YTL 520 YTL 9.05
e Lowering our fx rate assumptions... After |ISE100 53,689
difvi h ¢ " YTL/US$ 11794
modifying our exchange rate assumptions, we now
forecast the average TRY/EUR rate at 1.79 for [Dogus Holding 35%
2007E and 1.75 for 2008E. Our previous |Pogus Arastirma Gel.Ve Mus.Hizm 30%
. . Free Float 35%
assumptions were 1.81 and 1.82 respectively. Foreign Holding as % of Free Float 60%

e Expectation of further rate cuts by Central [\fsales

Financials (US$ mn) 2006 2007E 2008E 2009E
1,765 1,718 2,159 2,283

Bank... Turkish Central Bank cut interest rates by [% chyoy -3 -3 26 6
50 bps in October 2007. We expect further rate gper:a“r‘g Profit ‘; gg :; ‘f:
. 6 ch yoy -

cuts of 50 bps until year-end and a total of 100 bps |ggmpa 50 69 100 115
in 2008. During the monetary easing cycle DOAS |% chyoy -59 38 44 15
should be one of the most benefiting parties in the |NetIncome 15 9 %374
_ _ o % ch yoy -82 157 35 39

auto sector, in our view, as the company is highly [Ty T T T T T T S
prone to domestic demand. Operating Margin 24% 32% 38% 4.2%
EBITDA Margin 28%  40% 46% 50%

e We revised our forecasts for vehicle inspection g?t_:fozt\'\("alréﬁ” 222; g% EZZ 2%
. . . viaen e .0/0 A7 .0/ A7

stations as well... TUVTURK, in which DOAS has [z 2006 2007E 2008E 2009E
a 33% stake, decided to transfer its operating [P/E(US$,x) 46.5 181 134 97

rights to subcontractors for running the vehicle

EV/EBITDA (US$, x) 133 11.2 7.9 6.8

EV/Sales (USS$, X) 0.4 05 0.4 03
inspection business all around Turkey, except in |DebtEquity (x) 0.13 029 031 023
Istanbul. Our revised estimate for the value of eefomance / 1

, . . . . . solute -12% % % %
DOAS’ stake at vehicle inspection business is |(5e.100 Relative 5% A% 2% -22%
US$198mn, which was US$162mn before.

. . . . ——DOAS-YTL ~ ——ISE-100 Relative

e Major Risks... Any sudden increase in fx rates or 10 15
no rate cut decision by the Central Bank are major :
risk factors for the shares. 7 1.0

6

e 45% upside potential... Our revised forecasts 5

point to a 12-month target market capitalization of e o . r o~ o e s 0%
o : S 2 & ¢ 8§ 35 5 9
US$1.0bn for DOAS, implying a 45% upside o » = < =~ ~° < O

potential for company shares.
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RECENT DEVELOPMENTS

We updated our forecasts for the vehicle inspection business after the
consortium decided to give its operating rights to business associates (except in
Istanbul) instead of operating the stations by itself. Moreover, DOAS entered into
production field through recently signed production agreements with Krone and
Meiller.

Motor Vehicle Inspection Stations

Privatization Administration announced on August 15, 2007 that Akfen-TuvSUud-
Dogus Otomotiv consortium signed the concession agreement for the transfer of
vehicle inspection stations and paid the total US$552mn amount in cash. With
the agreement, the consortium received the operating rights of vehicle inspection
stations in Turkey for 20 years. We value the inspection stations business as
US$198mn, which constitutes around 19% of our target market cap of
US$1,018mn. As DOAS consolidates the business using equity pickup method,
we estimate that it will constitute 9% of DOAS’ net income in 2010E, increasing
to 14% by 2015E.

e Business Associate system... TUVTURK does not operate the stations
by itself, but sells the operating rights to business associates on a city
basis. The business associate operates all stations in that specific city.
TUVTURK receives license fees as well as royalty fees from business
associates. This kind of business associate system is quite attractive
since it brings easy cash generation and low risk income opportunity for

TUVTURK.
Roles of TUVTURK and Business Associates
TUVTURK Business Associates (BA)
Strategy build up Strategy implementation
Turn-key station construction Supplyofland and taking necessary permissions
Setting the quality standard & auditing Operating the stations
Training of all personnel Implementing quality standards
Maintenance agreements Maintenance

Overall communication
Source: Companydata

e Financial aspect... TUVTURK receives license fee from the business
associates for the transfer of operating rights. In return the company
carries out construction, machinery, equipment and IT supply as well as
training of the personnel. Business associates, on the other hand, supply
land for the inspections and are responsible for maintenance costs. They
are also obliged to pay 7% of revenues in the first 10 years and 20% in
the second 10 years to TUVTURK as royalties. TUVTURK receives 25%
of the license fee in cash at the signing of BA contract and the rest 75%
at the delivery of the stations. The company will collect approximately
US$750mn until the end of 18 months as license fees, which perfectly
match the US$552mn payment to Privatization Administration plus
around US$200mn investment for the construction of inspection stations.

DOGUS OTOMOTIV — Company Update 2
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e TUVTURK Istanbul Structure... A new company called TUVTURK
Istanbul will be established with a shareholding structure of 31.66%
TUVSUD, 31.66% Akfen, 31.66% Dogus Otomotiv and 5% minorities.

TUVTURK Istanbul Structure

MLAs

200 m$ Loan

TUVTURK istanbul Co. Operation Right IS gEVARE[2{S
(Main Company)

31,66 % DOAS
31,66 % AKFEN

5,00 % Minority 1

(SPC) D
Royalty

180 m$ Entrance
Fee

Source: Company data

The company will use a loan of US$200mn with a maturity of 12 years.
TUVTURK will give the sub operator rights to TUVTURK Istanbul for a license
fee of US$180mn. TUVTURK Istanbul will pay royalty to TUVTURK like all
other business associates.

ENTERING INTO PRODUCTION FIELD

Dogus Otomotiv recently signed joint venture agreements for the production of
Krone branded trailers and Meiller branded tippers in Turkey. Although we do not
think these two production projects will have significant effect on DOAS’
financials in coming years, with these projects DOAS gets rid of its sole importer
status and becomes also a producer and an exporter.

Production of Meiller tippers

Dogus Otomotiv signed a joint venture
agreement on October 23, 2007 with Meiller,
Germany’s leading tipper producer, regarding
the manufacturing of Meiller brand tippers and
semi-trailer tippers in Turkey. Dogus Otomotiv
- had been the main exclusive dealer of the
~ Meiller brand in Turkey since February 2007.
The company will have a 49% stake in the new established joint venture and will
consolidate the business using equity pickup method. The production agreement
includes EUR4mn investment. Production is expected to be started by 1HO0S,
while 3K units are planned to be produced and 90% of that to be exported. We
expect that the project’s contribution to DOAS’ net income will reach US$3.6mn
by 2015E, constituting around 3% of DOAS’ net income.
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Meiller Figures 2009E 2010E 2011E 2012E 2013E 2014E 2015E
Revenues (US$mn)

Domestic 22 23 30 31 32 33 35
Export 51 53 69 72 75 77 81
Total 73 76 98 102 106 111 115
EBITDA Margin 7% 7% 7% 7% 7% 7% 7%
EBITDA 5 5 7 7 7 8 8
Depreciation 1 1 1 1 1 1 1

Net income 4 5 6 6 7 7 7
DOAS' share of 49% 2.1 2.2 3.0 3.1 3.3 3.4 3.6

Source: RJS estimates

Production of Krone trailers

Dogus Otomotiv announced on October 31,
2007 that they signed a joint venture agreement
with Bernard Krone Holding for the production
of Krone branded trailers in Turkey. DOAS had
already been the distributor of Krone trailers in
the Turkish market. Dogus Otomotiv and Krone
will together invest EUR35mn for the plant,
which will become operational in early 2009 with a 10,000 units annual
production capacity. Total number of employees will be 200 at the initial stage,
increasing to 400 after the plant starts to work with two shifts a day. Almost 80%
of the company’s production will be exported, while financials of the joint venture
will be consolidated in Dogus Otomotiv’s figures through equity pick-up method.
According to our estimates, the Dogus Otomotiv-Krone JV will generate
US$89mn revenues in 2009E, increasing to US$145mn by 2010E. The project’s
contribution to DOAS’ net income will reach US$8.5mn by 2015E in our view,
constituting around 6% DOAS’ net income.

Krone Figures 2009E 2010E 2011E 2012E 2013E 2014E 2015E
Revenues (US$mn)

Domestic 18 29 34 40 47 53 60
Export 72 116 138 161 186 213 242
Total 89 145 172 201 233 266 302
EBITDA Margin 8% 8% 8% 8% 8% 8% 8%
EBITDA 7 11 13 15 17 20 23
Depreciation 5 5 5 5 5 5 5

Net income 2 6 8 10 12 15 18
DOAS' share of 48% 0.8 2.8 3.8 4.8 6.0 7.2 8.5

Source: RJS estimates
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VALUATION UPDATE

US$1.0bn target value, 45% upside potential... We value Dogus Otomotiv
using DCF analysis. We calculate the 12-month target market capitalization as
US$1.0bn. At the current market capitalization of US$713mn, the shares show a
45% total return potential over the next 12 months including a dividend vyield of
2.8%. Therefore, we keep our BUY rating. Our DCF based target capitalization of
US$1,018mn was calculated with an assumed WACC of 12%, and terminal
growth rate of 1%. US$224mn (22%) of our target market capitalization comes
from the book value of the 3.86% stake the company holds in Dogus Holding.

Cash How Statement(US$mn) 2010E 2011E 2012E 2013E 2014E

Net Revenues 1,718 2,159 2,283 2,373 2,455 2,495 2,602 2,719 2,733
Domestic 1,710 2,137 2,261 2,351 2,433 2,473 2,580 2,697 2,710
International 8 23 23 23 23 23 23 23 23
COGS -1,483  -1,851 -1,954  -2,026 -2,094 -2,126 -2,216 -2,315 -2,325
Gross Profit 235 308 329 347 362 369 386 404 408
Gross Margin 13.7% 143% 144% 146% 147% 148% 148% 149% 14.9%
Operating Expenses -181 -227 -233 -239 -245 -247 -254 -261 -261
Operating Profit 54 81 96 108 117 122 132 143 147
Operating Margin 3.2% 3.8% 4.2% 4.6% 4.8% 4.9% 5.1% 5.3% 5.4%
Other Non-operating Revenues 28 23 33 39 43 46 51 56 60
Other Non-operating Expenses -10 -13 -14 -14 -15 -15 -16 -16 -16
Financial Expenses -25 -27 -25 -23 -23 -22 -21 -21 -20
Profit Before Tax and Minorities 47 64 90 110 122 132 146 162 170
Tax -10 -13 -18 -22 -25 -27 -30 -33 -34
Net Income 39 53 74 90 99 107 118 131 138
Net Margin 2.3% 2.5% 3.2% 3.8% 4.0% 4.3% 4.6% 4.8% 5.0%
EBITDA 69 100 115 127 136 143 153 164 169
EBITDA Margin 4.0% 4.6% 5.0% 5.4% 5.6% 5.7% 5.9% 6.0% 6.2%
Depreciation and Sev. Pay. 15 18 19 19 20 20 21 21 22
Taxes -11 -17 -20 -22 -24 -25 -27 -29 -30
Capital Expenditures -71 -40 -23 -24 -25 -24 -23 -24 -25
Change in W/C -21 -25 -21 -21 -24 -23 -22 -25 -25
Free Cash How -34 18 52 60 64 71 80 86 89

Source: RJS estimates

WACC 2007E 2008E 2009E 2010E 2011E 2012E 2013E 2014E 2015E
Risk Free rate 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0%
Risk Premium 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%
Beta 1.14 1.14 1.14 1.14 1.14 1.14 1.14 1.14 1.14
Cost of Equity 12.7% 12.7% 12.7% 12.7% 12.7% 12.7% 12.7% 12.7% 12.7%
Costof Debt 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0%
Cost of Debt after Tax 6.4% 6.4% 6.4% 6.4% 6.4% 6.4% 6.4% 6.4% 6.4%
Weight of Equity 78% 76% 81% 89% 89% 90% 90% 90% 90%
Weight of Debt 22% 24% 19% 11% 11% 10% 10% 10% 10%
WACC 11.3% 11.2% 115% 120% 12.0% 121% 12.1% 121% 12.1%

Source: RJS estimates

18% of our target Mcap comes from vehicle inspection business... We value
DOAS’ 33% stake at TUVTURK as US$142mn and 32% stake at TUVTURK
Istanbul as US$56mn, which together constitute 19% of our target Mcap for
DOAS. Please refer to pp. 7 and 8 for our DCF valuation considering the vehicle
inspection business.

Vehicle Inspection Business (US$mn) NPV of the project DOAS' share NPV for DOAS

TUVTURK 427 33.33% 142
TUVTURK Istanbul 178 31.66% 56
Total 198

Source: RJS estimates
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Major Assumptions for Vehicle Inspection Business:

e Currently around 62% of total required vehicles are inspected in Turkey.
We expect this ratio to climb to 82% in 10 years following the
implementation of TUVTURK operations, reaching EU levels.

e Car park in Turkey has grown by 7.3% CAGR since 1992. We expect
Turkish car park to grow by 5.7% CAGR while car park growth in Istanbul
will be 7.7% CAGR until 2017E.

e In our valuation we assumed that TUVTURK will open 227 stations until
end of 2008 with a total investment of US$200mn.

We are conservative in our margin assumptions... When YTL appreciates,
DOAS enjoys EBITDA margins as high as 6.6% as was the case in 2005 or 5.7%
in 2004. We foresee EBITDA margin evolving from 2.8% in 2006 to 6.2% at the
end of our forecast horizon in 2015E. Therefore, we believe that there is upside
to our forecasts.

Sensitivity Analysis for changing YTL/EUR rates...

Sensitivity Analysis wrt YTL/EUR rates (US$mn)

10%appreciation of YTL no change 10%depreciation of YTL
2007E 2008E 2009E 2007E 2008E 2009E 2007E 2008E 2009E

EBITDA 74 104 120 69 100 115 64 94 109
EBITDAM]| 4.3% 4.8% 5.2% 4.0% 4.6% 5.0% 3.8% 4.4% 4.8%

Net Income 44 57 78 39 53 74 35 48 69
Net M| 2.5% 2.7% 3.4% 2.3% 2.5% 3.2% 2.0% 2.2% 3.0%

P/E] 16.4 12.4 9.2 18.1 134 9.7 20.6 14.8 10.3

EV/EBITDA| 10.5 7.6 6.5 11.2 7.9 6.8 12.0 8.4 71

Source: RJS estimates

We ran a sensitivity analysis concerning the effect of 10% appreciation and
depreciation of YTL against Euro on company’s profitability. 10% appreciation of
YTL against Euro increases our EBITDA margin and net margin estimates from
4.0% to 4.3% and from 2.3% to 2.5%, respectively for 2007E. On the other hand,
10% depreciation of YTL against Euro decreases our EBITDA margin and net
margin estimates to 3.8% and 2.0%, respectively for 2007E.

DOGUS OTOMOTIV — Company Update 6
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RAYMOND JAMES SECURITIES - TURKEY

FINANCIAL REVIEW OF 1HO7

DOAS 1H07 Results (in US$mn) 2007/06 2006/06 %ch. yoy
Net Sales 774 917 -16%
Cost Of Sales -659 -812 -19%
GROSS PROFITS/LOSSES 116 104 11%
Operating Expenses -91 -78 17%
NET OPERATING PROFITS 25 26 -6%
Income from Other Operations 10 8 34%
Expenses from Other Operations -5 -13 -61%
Financial Expenses -12 -19 -40%
OPERATING PROFITS 18 2 880%
MINORITY INTERESTS 1 1 -54%
INCOME BEFORE TAXES 19 3 534%
Taxation on Income -3 2 66%
NET PROFIT AFTER TAXES 16 1 1165%
Gross M 14.9% 11.4%

Operating M 3.2% 2.9%

EBITDA M 3.9% 3.3%

Net M 21% 0.1%

Source: ISE

Gross Margin increased from 11% in 1H06 to 15% in 1HO7... Revenues were
down by 16% yoy in 1THO7 due to the decrease in the number of vehicles sold by
35% yoy. Gross profits increased by 11% yoy and gross margin came as 15% in
1HO7, which was 11% in 1H06. The yoy increase in gross margin can be
attributable to the yoy decrease in Euro rates, success of the company in
increasing sales prices as well as changing product mix in favor of high margin
products.

VDF business contributed positively in 1HO7... Participation income came
as US$4.1mnin 1HO7 which was US$-5.7in 1H06. The improvement in
participation  income stemmed mainly from the improvementin the
profitability of VDF auto loan business, in which DOAS has a 48% stake.

12% yoy decrease in period-end EUR rates improved the bottom-line... As a
result of the increase in participation income and decrease in fx losses, other
operating income rose by 34% yoy, while other operating expenses decreased
by 61% yoy. Financial expenses decreased by 40% yoy as a result of the
increase in loan fx gains. The yoy increase in fx gains and decrease in fx losses
thanks to the 12% yoy decrease in period-end EUR rates improved the bottom
line profitability. Net margin came as 2.1% in 1HO7, which was 0.1% in 1TH06. Net
debt appeared as US$29mn in 1HO7 in the company, which is investing in new
projects.
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FORECAST REVISIONS

A better second half... Contracting Turkish auto market showed signals of a
revival after the general elections with banks cutting loan rates and low level of fx
rates. As a result, auto market contraction decreased from 28% yoy in 1HO7 to
12% yoy in the first ten months of the year. We maintain our 2007 demand
estimate at 345k (-8% yoy) for passenger cars, assuming a further recovery in
December. However, we revised our 2007 demand estimate for light commercial
vehicles to 230k from 240k, incorporating a 6% decline yoy compared to only 2%
before. Accordingly, we now forecast a 7% contraction in domestic auto sales in
2007 to 575k instead of 585k previously. We maintain a 17% demand growth
estimate for 2008E in the Turkish auto market.

DOAS forecast revisions (US$mn) 2007E 2008E

Revenue
Old 1,730 2,111
New 1,718 2,159
% change -1% 2%
Gross Profit
Old 214 266
New 235 308
% change 10% 16%
EBITDA
Old 53 73
New 69 100
% change 31% 37%
Net Profit
Old 22 29
New 39 53
% change 79% 83%
Average TRY/EUR rate
Old 1.81 1.82
New 1.79 1.75
% change -2% -4%

Source: RJS estimates

We revised our forecasts... DOAS, being a sole importer, imports vehicles in
EUR and distributes around 75% of them to the market in Turkish Lira. Thus,
lower EUR rates imply lower cost of sales for the company. After modifying our
exchange rate assumptions, we now forecast average TRY/EUR rate at 1.79 in
2007E and 1.75 in 2008E. Our previous assumptions were 1.81 and 1.82
respectively. After revising our fx rate assumptions and the contribution of new
projects, we now foresee a net income figure of US$39mn for 2007E and
US$53mn for 2008E.

Recovering margins after 2007... We foresee increasing profit margins for
DOAS after 2007. Improving macro economical conditions coupled with DOAS’
various new projects that are focusing more on after-sales services having higher
profitability than retail sales will contribute to increase in profit margins. We
expect net margin to reach 3.8% and EBITDA margin 5.4% by 2010E.
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RAYMOND JAMES SECURITIES - TURKEY

FINANCIALS
INCOME STATEMENT (US$mn) 2006 2007E 2008E 2009E
Net Sales 1,765 1,718 2,159 2,283
Domestic 1,765 1,710 2,137 2,261
International 0 8 23 23
Cost Of Sales -1,563 -1,483 -1,851 -1,954
Gross Profit 202 235 308 329
Gross Profit Margin % 11.5% 13.7% 14.3% 14.4%
Operating Expenses -160 -181 -227 -233
Net Operating Income 42 54 81 96
Operating Profit Margin % 2.4% 3.2% 3.8% 4.2%
Income from Other Operations 16 28 23 33
Expenses from Other Operations -1 -10 -13 -14
Financial Expenses -30 -25 -27 -25
Operating Profit 17 47 64 90
Net Changes on Monetary Positions 0 0 0 0
MINORITY INTERESTS 2 2 2 2
INCOME BEFORE TAXES 19 49 66 92
Taxation on Income -3 -10 -13 -18
NET PROFIT 15 39 53 74
Net income margin % 0.9% 2.3% 2.5% 3.2%
EBITDA 50 69 100 115
EBITDA margin % 2.8% 4.0% 4.6% 5.0%
Source: Company data, RJS estimates
BALANCE SHEET (US$mn) 2006 2007E 2008E 2009E
Liquid Assets 86 48 54 43
Short-term Trade Receivables 120 117 138 153
Inventories 300 297 336 360
Other current assets 8 8 10 10
Total Current Assets 514 471 538 566
Tangible fixed assets 77 133 155 163
Intangible fixed assets 4 5 6 7
Financial assets 200 267 258 261
Other long-term assets 6 7 9 6
Total Long-Term Assets 288 413 428 436
TOTAL ASSETS 802 883 966 1,002
Short-term Trade payables 383 356 388 405
Short-term Financial Loans 21 20 24 26
Other payables 27 31 21 22
Total Current Liabilities 431 407 433 453
Long-term Financial Loans 22 89 105 79
Other Long-term Liabilities 6 7 4 4
Total Long-Term Liabilities 28 96 109 83
Total Shareholder's Equity 340 379 417 460
Minority Interest 3 2 6 7
TOTAL LIABILITIES & SH. EQUITY 802 883 966 1,002
Source: Company data, RJS estimates
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Stock Ratings:

Buy: Stocks with a forecast 12mth (US$) absolute total return of greater than %15%
Hold: Stocks with a forecast 12mth (US$) absolute total return of between 15% and -15%
Sell: Stocks with a forecast 12mth (US$) absolute total return of less than -15%
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