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We re-initiate our Dogus Otomotiv coverage with a BUY rating and a Current MCap.* (TRY mn) 820
target price of TRY12.6, implying 69% upside. Our rating is Target Value
supported by i) expectations of a significant recovery in the Turkish Target Price (TRY) 12.6
automotive market starting with 2HO07; ii) notable margin expansion  Upside (Downside) 69%
foreseen over the next two years due to resuming growth and _Capitalisation
introduction of diesel versions of existing popular models; iii) 28%  Enerprise Val. TRY763mn
CAGR in dollar terms in EBITDA within 2006 and 2009, implying | ctPebt(Cash) TRY-60mn
2007E and 2009E adjusted EV/EBITDA multiples of 3.2x and 1.8x,  nonynterest TRY4 mn
. . . . . . Participation TRY 550 mn
respectively; and iv) inception of the long-awaited motor vehicle Number of Shares 110 mn
inspection stations (MVIS) project. Free Float 349
Notable market growth as of 2H07 -- The Turkish automotive market is about Performance
to enter a new major growth phase that is likely to last at least two to three years. Avg. Daily Vol. $9.3mn
The re-stabilisation of the currency and the ongoing gradual decline in interest Life H/L ($) 8.65/2.02
52w H/L (TRY) 8.02/5.20

rates, together with the elimination of political uncertainties, are expected to
result in a 13% yoy growth in the market in 2H07, and a further 18% in 2008, to
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be followed by another 9% in 2009. Dogus Otomotiv is one of the best ways to

play into this theme among the listed automotive companies due to its having the 1(112
highest exposure, in proportion to its revenues, to the Turkish automotive market. ZZ
Powerful company-specific prospects -- Our BUY call for the stock is ég
supported by three company-specific developments, which are i) commencement gg
of the MVIS project; ii) recovery in margins starting with 2H07; and iii) a further : : : : 25
increase in margins plus market share in 2HO8 due to the introduction of diesel § g g g § g g g g
engine versions of many existing popular models.
The MVIS project, which has recently been initiated, is expected to ease the (%) (TRY) Absolute Relative
volatility in Dogus Otomotiv’s earnings while improving its valuation and, starting 1m 10% 13%
with 2009, its earnings, both by around 20%. 3m 12% 4%
12m 13% -13%

Compelling valuation -- We forecast that Dogus Otomotiv's EBITDA and

earnings CAGR will be nearly 30% and 70%, respectively, between 2006 and as of Aug, 14, 2007

2009. Based on our forecasts and valuation of unconsolidated participations, the Alper Paksoy
stock trades at 2007E EV/EBITDA (adjusted) of 3.2x and 2009E EV/EBITDA alper.paksoy@efgistanbulsec.com
+90 (212) 317 2701

Hakan Deprem
hakan.deprem@efgistanbulsec.com
+90 (212) 317 2703

(adjusted) of 1.8x. We set our 12-month target price, based on DCF and
international multiple comparison, as TRY12.60, implying an upside of 69%.

Financials (US$ nm) and muitiples - IFRS

EBITDA EV/ BVERTDA For Sales Please Contact
Year NetSades yoy EBITDA yoy Magn Netincome yoy PE EBITDA  (Ad) Banu Basar +90212 317 2860
Adil Rizvi +90 212 317 2863
200E 2401 16% 106 3% 44% 74 6% 86 56 18 Seda Karsit +90 212 317 2757

08E 2067 1% 7 3% 37% 43 1% 145 78 24 Yilmaz Manisali +90 212 317 2878
20 1731 2% 8 15% 34% 39 1%6% 161 102 32
2006A 178 3% S -58% 28% 15 81% 411 118 37

Please see the important disclosures at the end of this report.



Dogus Otomotiv - Automotive

August 15, 2007

INVESTMENT CASE

The Turkish automotive market is about to enter a new major growth phase that is
likely to last at least two to three years. The re-stabilisation of the currency and the
ongoing gradual decline in interest rates, together with the elimination of political
uncertainties, are expected to result in a 13% yoy growth in the automotive market in
2HO07, and a further 18% in 2008, to be followed by another 9% in 2009.

Dogus Otomotiv is one of the best ways to play into this theme among the listed
automotive companies (or as a consumer play among in the Turkish consumer
cyclical universe) due to its having the highest exposure, in proportion to its
revenues, to the Turkish automotive market. In addition, the stock has three specific
fundamental characteristics that support our BUY call, which are i) commencement of
the long-awaited vehicle inspection stations project; ii) recovery in margins starting
with 2HO07; and iii) a further increase in margins plus market share in 2H08 due to the
introduction of diesel engine versions of many existing popular models.

Mainly due to the reasons cited above, we forecast that Dogus Otomotiv’'s EBITDA
and earnings CAGR will be nearly 30% and 70% in dollar terms respectively,
between 2006 and 2009. Based on our forecasts and valuation of unconsolidated
participations, the stock trades at 2007E EV/EBITDA (adjusted) of 3.2x and 2009E
EV/EBITDA (adjusted) of 1.8x.

The MVIS project, in which Dogus Otomotiv has a 33% stake, is based on a twenty-
year concession agreement with the government. This project, which we expect to
partly stabilise the Company’s earnings, adds to our valuation by around 20%
(US$180mn) while raising its earnings also by 20% starting with 2009.

We have valued Dogus Otomotiv using both discounted cash flow analysis and
international multiple comparison. Based on an equal weighting of the two methods,
our 12-month target price is set as TRY12.6, implying an upside of 69%.

Valuation Summary
Target Price

(TRY) Weight
Int'l Multiple Comparison 11.70 50%
DCF 13.50 50%
Weighted Average 12.60

Source: EFG Istanbul Research estimates
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TURKISH AUTOMOTIVE MARKET

Strong recovery foreseen for 2H07 to continue through 2008 -- We forecast
Turkish automotive market to expand by nearly 13% yoy in 2H07, easing the full-year
contraction to 10% yoy, and to grow further by 18% in 2008 to 713k each,
approaching levels reached back in 2004 - 2005. The recovery is expected to be
enabled by: i) ongoing significant declines in interest rates; ii) stabilisation of the
Turkish Lira against hard currencies; iii) elimination of political uncertainty; and iv)
restoration of consumer confidence. In line with further gradual declines in interest
rates, the market will grow by another 9% in 2009 and register above the previous
high of 763k realised in 2005.

Automotive Market (New Vehicle Sales) in Turkey
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Source: Automotive Industrialists Association, EFG Istanbul Research estimates

Recovery in the market has already started in June and July ’07 -- The
moderation in auto loan rates and re-strengthening of the Turkish Lira, along with a
rise in consumer confidence, have paved the way for a significant pick-up in new
vehicle sales. Seasonally adjusted light vehicle (LV) new sales have risen by 15%
mom in June and a further 9% in July. The Central Bank of Turkey (CB) had raised
O/N rates (simple) by 400 bps in mid-2006 to 17.5% to stem inflationary concerns
and stabilise the currency. We now expect the CB to embark on a major rate cutting
cycle and reduce rates by 350 bps to 14% by the end of 2008.

Turkish Auto Loan Rates vs. Monthly Light Vehicle New Sales
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Revival of consumer confidence -- CNBCE’s consumer confidence index, which
had gone as high as 130 at the beginning of 2005, hit a low of 77 in July 06 due to
increasing interest rates and weakening Turkish Lira. Improving political visibility and
sound macroeconomic policies of the government coupled with the CB’s tough
stance on inflation, however, have first re-strengthened and then stabilised the
Turkish Lira against hard currencies and lowered interest rates over the past twelve
months. The consumer confidence index had an average of 98 in 1HO7 and rose
above 100 in July '07 for the first time since April 2006. We expect the consumer
confidence to further rise through the rest of 2007 and in 2008, due to the elimination
of political uncertainty and prospective rate cuts by the CB.

Consumer Confidence Index vs. Turkish Lira / € Exchange Rate
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Turkish automotive market to grow faster than GDP in the foreseeable future --
Despite having a large land area, Turkey has a very low vehicle ownership rate, even
when adjusted for its low income per capita. The Turkish automotive market is set to
grow faster than the general economic growth in the foreseeable future, assuming
that the government will gradually decrease the tax levies, which are among the
highest worldwide, on new vehicle sales and transportation fuels.

Comparative Vehicle Ownership Rates (vehicles per ‘000 persons, 2004)
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DOGUS OTOMOTIV FORECASTS AND FINANCIALS

Unit Sales and Market Shares

Having increased its overall market share both in 2005 and 2006, Dogus Otomotiv
has surrendered part of the gains so far in 2007, mainly due to the following: i) VW-
group lacking models with small diesel engines, i.e. 1.6 It or less, vs. competitors
providing small but high power diesel engines in many of their passenger car and
LCV models; and ii) some smaller competitors with poor inventory planning trying to
reduce stocks and maintain market share with too aggressive discounts and other
promotions such as sizeable low-cost financing, when faced with a rapidly contracting
market like in 2H06 / 1HO7.

The rise in gasoline prices and improved diesel engine technologies have vastly
increased the popularity of diesel engines in passenger cars and light commercial
vehicles worldwide, especially in Europe, where diesel is usually taxed less than
gasoline. The popularity of diesel engines has also increased in Turkey, with a lag of
a-year-or-two, as the low-sulphur diesel used by new technology diesel engines
became widely available in Turkey only in recent years. However, the absence of
small diesel engine versions of small and compact-type VW-group car models has
effectively meant that Dogus Oto did not exist in 40% of the passenger car market
and a sizeable portion of the LCV market in Turkey.

Engine Type Breakdown in Passenger Car New Sales in Turkey

m Diesel Gasoline & Auto-LPG
("000 each)

500 -

400 -

300 -

200 -

100 - I l
N [

1999 2000 2001 2002 2003 2004 2005 2006

Source: Automotive Distributors Association

We expect that the first of the problems that held back Dogus Otomotiv's market
share in recent quarters will have a lesser impact starting with 2HO7, as the market
starts to expand significantly. The availability of high-power small diesel engines in
VW-group models, however, will continue to be a thorn on Dogus Otomotiv's side
until 2HO8, during which time management expects high-power small diesel engine
versions of Polo, Golf and Jetta to be introduced. We expect this move to significantly
improve competitiveness and market share of VW brands in small and compact
passenger car segments, as well as in light commercial vehicles segment in Turkey.
In addition, Dogus Otomotiv expects a higher than average number of new models to
be introduced by VW-group mostly starting in 2008, which should further improve
competitiveness.
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We expect Dogus Otomotiv to continue to face slight market share losses in 2H07
and 1HO08, due to the absence of small diesel engine versions of its models. With the
introduction of the new diesel engine versions, however, its market share will start to
rise again in 2H08. Therefore, we expect the Company’s light vehicles market share
to decline by 0.7pps yoy to 11.4% in 2007, but to remain flat in 2008. The full impact
of these new diesel versions will be seen in 2009, by which time we expect its market
share to rise to 11.9%.

Dogus Otomotiv New Car Unit Sales and Market Shares
2003 2004 2005 2006 2007E 2008E 2009E

Unit Sales (000)

Passenger Car 33.8 50.5 50.7 42.9 37.2 44.6 51.3

LCV 10.9 27.0 32.7 31.9 27.3 314 35.3
LV 447 77.5 83.4 74.8 64.5 76.0 86.6
Truck 1.5 1.8 2.1 2.1 1.7 1.9 2.1
Total 46.2 79.3 85.5 76.9 66.2 77.9 88.7
Change in Unit Sales (%)

Passenger Car n.a. 49 0 -15 -13 20 15

LCV n.a. 148 21 -2 -15 15 13
LV 73 8 -10 -14 18 14
Truck n.a. 21 13 1 -20 15 8
Total n.a. 72 8 -10 -14 18 14
Market Shares (%)

Passenger Car 14.9 11.2 11.6 11.5 111 111 11.6

LCV 7.9 10.9 12.0 131 12.0 12.0 12.5
LV 12.3 111 11.7 121 11.4 11.4 11.9
Truck 5.0 4.9 4.9 5.0 5.0 5.0 5.0

Source: Dogus Otomotiv, Automotive Manufacturers Association, EFG Istanbul Research Estimates

Truck (Scania) sales constitute the third largest revenue source for Dogus Otomotiv
after passenger car and light vehicle sales. We expect Dogus Otomotiv’'s market
share in this segment to remain flat at around 5% in the foreseeable future.

Compared with light vehicles and trucks, trailer (Krone) sales -- a relatively new
business -- generate quite a small percentage of Dogus Otomotiv's consolidated
revenues. We expect trailer sales to grow faster than the Company’s other
businesses, but to account for only a small percentage of Dogus Otomotiv’s revenues
in the foreseeable future.

While new vehicle sales and after-sales services account for a vast majority of Dogus
Otomotiv’'s consolidated revenues and operating profit, the Company derives
significant commission income, recognised as other operating income, from second-
hand car sales (under the DOD brand) and insurance sales. We expect this recently
launched business line to deliver rapid growth over the next few years.

Dogus Otomotiv Second Hand Car Sales and Commission Income
2005 2006 2007E 2008E 2009E

Second Hand Car Sales (‘000 each) 4.9 7.8 14.0 15.5 16.9
Commission Income (mn USD) 3.6 4.4 9.1 101 11.0
Change (%) n.a. 21 109 11 9

Source: Dogus Otomotiv, EFG Istanbul Research estimates
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Projects Recently Initiated / Under Development

Motor vehicle inspection stations project to start soon -- This is the most
important project Dogus Otomotiv has initiated in recent years. Its importance stems
not only from its magnitude relative to the Company’s asset size, but also from its
stabilising effect on the Company’s earnings. Although we are still not firm about
important details about the project, our preliminary analysis shows that the project
may enhance the Company’s valuation by nearly US$180mn and account for nearly
20% of Dogus Otomotiv's valuation. Please refer to the section devoted to this
project.

Enhancement / expansion of retail network -- Dogus Otomotiv is a tenant in most
of the retail outlets it operates. It considers some of the retail locations, especially
those in major cities as strategic, and wants to switch from being a tenant to a
landowner in these locations. It plans to purchase new plots of land or buildings in
those key retail locations in the years ahead. Total investment under consideration for
this project is about US$140mn, of which US$40mn has been spent since the
beginning of 2006 with a mixture of debt and equity financing. The remaining
US$100mn is being planned to be spent over the next one-to-three years, again with
a mixture of debt and equity financing. However, should the domestic market fail to
recover or margins weaken, the Company may consider including the sales (some) of
the Dogus Holding shares or a rights issue in the financing scheme. As the schedule
and financing scheme for this project are yet to be finalised, we have not included this
into our forecasts or valuation.

Import and distribution of Volkswagen commercial vehicles in Egypt -- Dogus
Otomotiv signed an agreement with Volkswagen AG to provide import, distribution
and after-sale services as the direct dealer of Volkswagen commercial vehicles in
Egypt. Dogus Otomotiv established the companies in Egypt, and the operations are
expected to start in 2HO7 in Cairo, Sharm el-Sheikh, and Alexandria. Car density in
Egypt, 40 units per 1000 people, is relatively lower than the figures in Turkey (74 cars
per 1000 people). The growth rate of the Egyptian vehicle market is 10% on average
in the last 9 years. Total annual demand was 120k units in 2005, 25k units of which
comprised LCV sales. We expect Dogus Otomotiv to sell 500 units of LCV in 2007
and 1.5k units in 2008. Our revenue estimates from LCV sales in Egypt depict a
gradual improvement from US$13mn in 2007 to US$91mn in 2016, with margins
similar to its LCV business in Turkey.

Krone trailers & agricultural equipments production in Turkey -- Dogus Otomotiv
has been the distributor of Krone trailers in Turkey since 2003. Moreover, the
Company has an assembly line in Gebze/Turkey with an annual capacity of ¢1,000
trailers. Krone is the leader of the import trailer market in Turkey with 809 total units
sold in 2006. Krone’s market share reached 15%, up by 4 pps yoy, through 101%
growth in sales volumes in 2006. In a bid to move from a pure importer status to
production, Dogus Otomotiv signed a Lol with Krone in July 2006 to produce Krone
trailers and agricultural equipments through a joint venture in Turkey where Dogus
Otomotiv would hold a 49% stake. Total investment is estimated at around US$40mn.
Production is planned to kick off in early 2009 in Izmir/Turkey, upon acquisition of a
suitable land plot. The annual production capacity of the plant is planned as 10k
units, while the projected production volume is 5k units for the first year, 90% of
which is to be exported. We aim to incorporate this project into our model, once
further concrete steps are taken, such as the acquisition of the land plot. Our
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valuation model assumes at this stage that the Company will maintain its current
relationship with Krone.

Oto-fix service stations -- Oto-fix is a multi-brand quick fix service station network,
which offers basic maintenance services. Dogus Otomotiv opened the first outlet in
May 2007 in Istanbul. The Company plans to establish a network of 100 outlets within
5 years through concentrating on the residential areas of major cities. Dogus
Otomotiv plans to capitalise on potential synergies with the MVIS business through
establishing the outlets in close proximity to the inspection stations. Due to a lack of
details and our expectation that this project will have only a minor positive effect on
the Company’s valuation, we refrain from including it into our valuation analysis.

Marketing, sales and after-sale services of Porsche in Lausanne, Switzerland --
Dogus Otomotiv signed a Lol with Porsche to provide marketing and after-sale
services in Lausanne. 1,692 units of Porsche branded vehicles were sold in
Switzerland. Operations are expected to start in 2H08 and the initial sale target of the
Company is 220 units per annum. Considering that only 220 units of Porsche were
sold in the total Turkish market, Lausanne has a growth potential for this brand. We
expect the Company to sell 100 units in 2008. We forecast the revenue contribution
of this business to gradually improve from US$7mn in 2008 to US$21mn in 2016.

EFG Istanbul Research
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Financials

In 2007, despite a c14% drop in the LV sales of the Company to 64.5k units, we
expect revenues to decline only by 2.1% to US$1.73bn. This is mainly due to the fact
that prices are based on EUR and we forecast the EUR/USS$ parity to increase from
1.26 in 2006 to 1.34 in 2007.

Moreover, we do not expect a significant improvement in the Company’s margins in
2007, due to weak domestic demand. In Jan-Jul’'07, the Company’s total LV sales
dropped by 27% yoy to 32.4k units. However, based on our expectation of a recovery
in 2HO7, we estimate the drop in unit sales throughout 2007 to be limited to 14% yoy.
On the back of these estimates, we expect the Company’s EBITDA margin to
improve by 0.6 pp in 2007 to 3.4%.

Dogus Otomotiv Key Figures (US$mn
2005 2006 2007E 2008E 2009E

Revenues 1,826 1,768 1,731 2,067 2,401
Growth 12.5% -3.2% -2.1% 19.4% 16.2%
Gross Profit 264 202 219 269 329
Gross Margin 14.5% 11.5% 12.7% 13.0% 13.7%
EBIT 111 42 46 61 90
EBIT Margin 6.1% 2.4% 2.7% 3.0% 3.8%
EBITDA 120 50 58 76 106
EBITDA Margin 6.6% 2.8% 3.4% 3.7% 4.4%
Net Income 83 15 39 43 74
Net Income Margin 4.5% 0.9% 2.3% 2.1% 3.1%
Investment 7 16 31 29 25

Source: Dogus Otomotiv, EFG Istanbul Research Estimates

A strong improvement in domestic demand appears likely for 2008, when we expect
the Company’s LV sales to expand by c18%. In line with this increase, our 2008
estimates for revenue growth and EBITDA margin are 19% and 3.7%, respectively.
Furthermore, the Company is set to improve its market share by 50bps to 11.9% in
2009 through launching new small engine diesel models in 2H08. This move is
estimated to enable the Company to expand its revenues by 16% to US$2.4bn and
its EBITDA margin by 70bps to 4.4% in 2009. However, in the long term, the highly
promising domestic market is expected to attract new players. Hence, we project the
Company’s average EBITDA margin at 3.8% through 2010 to 2016. On the other
hand, although MVIS project is set to be initiated in 2008, we expect its positive
effects to be manifested as of 2009. We estimate the Company’s net income margin
for 2009 at 3.1%, which is 1-pp above the 2008 level.
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1Q07 Earnings Assessment

Dogus Otomotiv disclosed 1Q07 net income of TRY3.6mn, down by 81% yoy,
coupled with EBITDA of TRY14.9mn, 54% lower yoy. Moreover, the Company
reported 1Q07 net sales of TRY469mn, 11% lower yoy.

Dogus Otomotiv 1Q07 Summary Financials (TRY mn)

Income

Statement 1Q07 1Q06 YoY A 4Q06 QoQ A
Net Sales 469 527 -11% 655 -20%
Gross Profit 71 79 -10% 73 -36%
EBITDA 15 32 -54% 9 -80%
Op. Profit 11 29 -63% 6 -87%
Net Profit 4 19 -81% 4 -87%
Margins

Gross 15% 15% 0 pps 11% -3 pps
EBITDA 3% 6% -3 pps 1% -4 pps
Operating 2% 6% -3 pps 1% -4 pps
Net 1% 4% -3 pps 1% -3 pps
Balance Sheet 1Q07 1Q06 YoY A 4Q06 QoQ A
Net Debt -31 -63 n.m. -60 n.m.
Total Assets 1,185 1,032 15% 1,127 11%
Equity 512 442 16% 478 2%

Source: Dogus Otomotiv

e The Company’s LV sales dropped by 31.5% yoy in 1Q07 to 11.4k units. The yoy
decline in net sales in 1Q07 was limited to 11%, though, mainly due to the rise in
the average TRY/EUR parity from 1.59 in 1Q06 to 1.84 in 1Q07.

e Although gross margin improved by 20bps yoy to 15.2% in 1Q07, EBITDA margin
contracted by 2.9pps yoy to 3.2% due to a 21% yoy surge in cash operating
expenses. Higher advertising and personnel expenses were the key items to
inflate the cash operating expenses in 1Q07.
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MOTOR VEHICLES INSPECTION STATIONS (MVIS) PROJECT

The consortium, established by TUV/SUD, Dogus Otomotiv, and Akfen Holding with
equal stakes (i.e. 33.3%), won the tenders held by the government in 2004 to
privatise, i.e. to build and operate, MVIS separately in northern and southern Turkey
for 20 years, bidding to pay US$613mn in total. The consortium opted to pay the
government in cash in order to qualify for a 10% discount and pay only US$552mn.
The consortium set up TuvTurk North and TuvTurk South -- or shortly TuvTurk -- to
build and operate MVIS. TuvTurk will finance its entire tender bid through a nine-year
loan with a grace period of three years. TuvTurk shareholders act as guarantors in
proportion with their equity stakes.

Although the consortium won the tender in 2004, it had to wait until now to start the
project in order to ensure that the project qualified as a concession agreement and
the major legal challenges launched by various parties were resolved. TuvTurk is
expected to pay its bid amount in a few days, and thereby initiate the transfer of
operations. TuvTurk will establish a total of 189 fixed and 38 mobile inspection
stations in Turkey, at most within 18 months. Currently, the General Directorate of
Highways operates the existing MVIS. TuvTurk will assume the business
incrementally by establishing the stations during the transfer period.

30% of the inspection fees will be transferred to the government in the first three
years, followed by 40% through the following seven years, and 50% within the
remaining 10 years. Station operations consist of periodic inspection, exhaust
emission, other technical tests and may provide opportunity to sell other products and
services to TuvTurk or contracted parties such as spare parts, maintenance and
insurance.

The car park in Turkey grew by 8.5% CAGR within 1995-2006 to 12.2mn vehicles.
Although about 6mn vehicles had to be inspected, only 3.6mn were submitted for
inspection in 2006. We expect the car park to grow at least by 5% CAGR during the
life of the project, or to 33.9mn vehicles by 2027. Moreover, the current capture rate
(i.e. the ratio of the no. of vehicles inspected to no. of vehicles fo be inspected) is
60%. We expect this ratio to increase to 80% in a 10-year period thanks to new
regulations and stricter controls. The inspection fee is quoted in Turkish Lira and is
allowed to rise in line with the producer price index every year.

Instead of building and operating all of the MVIS itself, TuvTurk plans to subcontract
most of the work to business partners, especially outside the major cities. Business
partners will mainly be entrepreneurs or small to medium size businesses willing to
pay lump-sum concession fees at levels similar to or higher than what TuvTurk has
paid to the government. In our valuation analysis, we assume that TuvTurk will
subcontract building and operating of all MVIS outside Istanbul and Ankara, whose
combined vehicle park accounts for about 29% of the total in Turkey. Based on a
rough analysis, we currently expect the business partners to pay a total of US$700mn
to TuvTurk to build and operate the MVIS outside the two cities and transfer a certain
(7%) portion of the gross inspection fees annually to TuvTurk (in addition to what the
government requires).

We expect TuvTurk-built stations to become operational in 2008 and thus the
Company to generate practically no inspection fees -- and therefore no revenues -- in
2007. TuvTurk and its business partners will be able to collect only 65% of the gross
inspection fees by 2008. Starting with 2009, TuvTurk and its business partners will be
able to collect all gross inspection fees.

EFG Istanbul Research
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We assume a debt to equity ratio of 400% during the life time of the MVIS project and
an unlevered beta of 0.7, which together provide an average WACC of 9.1% during
the life of the project based on a risk-free rate of 7.3% and a market equity risk
premium of 5.4%.

Given that Dogus Otomotiv’'s stake in TuvTurk is below 50%, it will account for it
through the equity pick-up method. The NPV of the project is US$531mn, based on
our calculations, 1/3 of which pertains to Dogus Otomotiv (i.e. US$177mn).

EFG Istanbul Research
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Free Cash Flow Table and DCF Valuation of Vehicle Inspection Station Project

MVIS Project (USD mn)

Vehicle Park (mn) 12.90 13.8 14.6 15.4 16.3 22.8 324 33.9
Increase in Vehicle Park 5.5% 7.0% 6.0% 5.5% 5.5% 4.5% 4.5% 4.5%
Unit Price (USD) 59.2 60.4 61.6 62.8 64.1 73.6 86.2 87.9
Estimated Price Escalation (USD, %) 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%
No. of Vehicles To Be Inspected (mn) 6.34 6.79 7.20 7.59 8.01 11.21 15.95 16.67
Capture Rate 60% 62% 64% 66% 68% 80% 80% 80%
No. of Vehicles Inspected (mn) 3.81 4.21 4.61 5.01 5.45 8.97 12.76 13.33
Tuvturk & Business Partners Inspection Share 0% 65% 100% 100% 100% 100% 100% 100%
Gross Revenue 0 165 284 315 349 660 1100 782
Government 30% 30% 30% 30% 40% 50% 50% 50%
TuvTurk 24% 24% 24% 24% 20% 17% 17% 17%
Self-Operated Stations 20% 20% 20% 20% 17% 15% 15% 15%
Business Partner Operated Stations 3% 3% 3% 3% 3% 2% 2% 2%
Business Partners 46% 46% 46% 46% 40% 33% 33% 33%
Net Revenue 0 39.3 67.4 74.8 711 1121 186.8 132.8
Self-Operated Stations 33.5 57.6 63.9 60.7 95.7 159.5 113.3
Business Partner Operated Stations 5.7 9.9 10.9 10.4 16.4 27.3 19.4
Cash Operating Costs 13.1 20.1 20.5 20.9 30.1 46.5 31.6
Cash Operating Margin 26.2 47.4 54.3 50.2 82.0 140.3 101.1
Cash Operating Margin (%) 67% 70% 73% 71% 73% 75% 76%
Tax 0.0 -6.2 -10.5 -11.8 -11.0 -17.4 -29.0 -21.2
Capex -25.0 -25.0 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1
License fee -552
Business Partner Lump-sum Payment 700
Liquidation of Assets
(Increase) in Net Working Capital -0.4 -0.3 -0.1 0.0 0.1 -0.1 0.5
FCF -577 695 37 42 39 65 111 80
WACC 9.1% 9.1% 9.1% 9.1% 9.1% 9.1% 9.1% 9.1%
Discount Factor 0.968 0.887 0.813 0.745 0.683 0.371 0.184 0.169
PV of FCF -558 616 30 32 27 24 20 14
NPV 531

Source: Dogus Otomotiv, EFG Istanbul Research Estimates
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VALUATION
We set a target price of TRY12.60, implying 69% upside

We have employed a blended valuation method for Dogus Otomotiv. While the DCF
analysis produces a target share price of TRY13.50 per share, international multiple
comparison points to a target share price of TRY11.70. Attaching equal weights to
the values derived from the DCF analysis and the international multiple comparison,
we obtain a target share price of TRY12.60, representing an upside potential of 69%.
Hence, we issue a BUY rating on the stock.

Valuation Summary
Target Price

(TRY) Weight
Int'l Multiple Comparison 11.70 50%
DCF 13.50 50%
Weighted Average 12.60

Source: EFG Istanbul Research estimates

Discounted cash flow analysis

Our DCF model produces a target share price of TRY13.50. Our main assumptions
are as follows:

CAGR of 11% in net sales and 28% in EBITDA between 2006 and 2009

Our 2007 revenue and EBITDA estimates are US$1.73bn and US$58mn,
respectively. We expect revenues to grow by 10.7% CAGR in 2006-2009 in US$
terms. Moreover, our average EBITDA margin and EBITDA growth estimates for the
same period are 3.6% and 28.2% CAGR, respectively. In addition to the EBITDA,
there is another operating item that is included in operating free cash flow
calculations. This item consists of the difference between commission revenues
generated from DOD second hand car sales and commission expenses related with
the letter of credit used in the import process.

EFG Istanbul Research
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Dogus Otomotiv Free Cash Flow (US$mn)

2012E | 2013E  2014E  2015E  2016E |

2007E 2010E  2011E

Revenues 1,731 2,067 2,401 2,584 2,779 2930 3,089 3,251 3,420 3,599
Growth -2% 19% 16% 8% 8% 5% 5% 5% 5% 5%
Gross Profit 219 269 329 344 369 384 401 422 444 468
Gross Margin 12.7% 13.0% 13.7% 13.3% 13.3% 13.1% 13.0% 13.0% 13.0% 13.0%
Operating Expenses 173 207 239 256 275 289 304 319 335 352
Op. exp. / Revenues 10.0% 10.0% 10.0% 9.9% 9.9% 9.9% 9.8% 9.8% 9.8% 9.8%
Operating Profit 46 61 90 88 94 95 97 103 109 116
Operating Margin 2.7% 3.0% 3.8% 3.4% 3.4% 3.3% 3.1% 3.2% 3.2% 3.2%
EBITDA 58 76 106 104 110 112 113 120 126 133
EBITDA Margin 3.4% 3.7% 4.9% 4.0% 4.0% 3.8% 3.7% 3.7% 3.7% 3.7%
Other Operating Income -1 -3 -5 -6 -7 -8 -10 -11 -13 -15
Taxes on EBIT + Oth. Op. Inc. -9 -12 -17 -16 -17 -17 -17 -18 -19 -20
(Incr) / Decr in Net Working Capital -9 -4 -7 -1 -3 -2 -2 -2 -18 -19
Capital Expenditures -31 -29 -25 -8 -10 -8 -8 -10 -8 -8
Operating Free Cashflows 8 29 52 72 73 76 76 77 68 71
Source: EFG Istanbul Research estimates

DCF Valuation of Dogus Otomotiv

Target Value of Equity (US$ mn

WACC 13.2%

PV of Free Cash Flow 332

PV of Terminal Value @ 2.0% 216

Current value of firm 548

(+) Net Cash 43

(+) Participations 406

Current value of equity 994

1,125

Target Value of Equity in 12 months:

Source: EFG Istanbul Research estimates
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Investments

The capital expenditure of the Company is expected to increase to US$31mn in 2007
from US$16mn in 2006. The main reasons for this increase are investments related
with land purchases and building establishment for the distribution of VW LCVs in
Egypt, Porsche sales in Switzerland and retail network in Turkey. Moreover, the total
capital increase in TuvTurk will be US$75mn in 2007. Dogus Otomotiv will participate
in this increase proportionate with its ownership percentage of 33.3% (i.e. US$25mn).
In order to prevent double counting, we do not include this increase into our capex
estimate for Dogus Otomotiv, as we add this value to total investments in our MVIS
model.

Cashflows discounted at 13.2%

In our DCF model, we employed a 13.2% average WACC in US$ terms with a 7.3%
average risk-free rate, a 5.4% adjusted market risk premium and a beta of 1.2x. The
high beta is driven by the Company’s exposure to the markedly volatile domestic
market.

WACC calculation

Unlevered Beta 1.2
Cost of Equity 13.8%
Cost of Debt 6.0%
Weight of debt 6.9%
Tax rate 20.0%
WACC 13.2%

Participations

We employ the book value of the financial assets and subsidiaries provided in the
Company’s 1Q07 balance sheet. Moreover, we take the NPV of the MVIS project
instead of the book value of Tuvturk, which is a joint venture of Dogus Otomotiv.

Dogus Otomotiv Unconsolidated Participations
Value

(mn USD) Valuation Method

Participation

Participation Rate (%)

Dogus Holding 3.9% 194 Book Value
Garanti Inv. Trust 0.03% 0.008 Book Value
VDTF 48.0% 15 Book Value
Dogus Insurance 42.0% 12 Book Value
VDF Holding 38.0% 4 Book Value
Yuce Auto 50.0% 4 Book Value
Tuvturk 33.0% 177 DCF

Source: Dogus Otomotiv, EFG Istanbul Research estimates
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Dogus Otomotiv Int’l Multip

Company Business (US$mn) ‘US$mn 06 07E 08E 06 ‘ 07E ‘ 08E
7.0

International Multiple Comparison

We employed estimated EV/EBITDA multiples of international peers for 2007and
2008. While Dogus Otomotiv is trading at 2007 and 2008 EV/EBITDA of 10.2x and
7.8x, the respective averages of international peers are 6.5x and 6.0x. By taking
equally weighted averages of implied prices for Dogus Otomotiv, we obtain a target
share price of TRY11.70 through international comparison method. We only take the
EV/EBITDA multiples of international peers as a reference, since Dogus Otomotiv
has a participation value of TRY406mn, which is c36% of the total valuation. In order
to find the implied price through international multiple comparison method, we add
the participation value and net debt of Dogus Otomotiv to the implied EV.

le Comparison
EV P/E EV/EBITDA

Autonation-US Auto Retail/Repair Serv./Finance 3,922 5,419 12.4 12.6 11.9 6.2 7.3
Pendragon-Britain Vehicle Deal./ Hire&Fleet Man. 1,051 1,759 8.5 15.4 11.1 4.3 5.1 4.6
Delek-Israel Imp.&Dist./ Repair Serv. 1,024 1,132 16.7 12.2 10.3 11.3 8.2 7.5
D'Ieteren-Belgium Auto Glass / Distribution / Rental 2,311 5,007 18.4 13.5 10.9 7.8 5.1 4.8
Average 140 134 111 7.4 6.5 6.0
Dogus Otomotiv 632 593 41.1 16.1 14.5 11.8 10.2 7.8
Dogus Otomotiv (Adjusted EV) Adjusted for participations 632 186 41.1 16.1 14.5 3.7 3.2 2.4

Source: Bloomberg, EFG Istanbul Re

search estimates
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DOGUS OTOMOTIV BACKGROUND

Dogus Otomotiv (DOAS) is the exclusive distributor of Volkswagen, Audi, Porsche,
Bentley, Lamborghini and SEAT brands in Turkey, in addition to being the distributor
of Skoda through a JV with Yuce Group. DOAS also distributes Scania Trucks, Krone
trailers, Meiller tippers, and Volkswagen and Scania marine engines in Turkey. The
Company, with its 279 sales and 307 after sales service points, claims to have the
widest sales and service network in Turkish automotive industry.

While DOAS derives most of its profits from new vehicles distribution business, it also
has operations / joint ventures in automotive-related areas such as retail sales, after
sales services, automotive financing, spare parts and accessories trade, car
insurance services, second hand car sales, car fleet rentals, and motor vehicle
inspection services.
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Retail sales & after sales services -- Dogus Oto, a subsidiary of Dogus Otomotiv,
sells VW-group light vehicles and provides after-sales services through 30 retail
outlets. In addition, Dogus Oto renders insurance, finance and after sales services to
all Dogus Otomotiv brands, while running spare parts and second-hand vehicle
operations. Dogus Oto’s unit sales accounted for 29% of Dogus Otomotiv Group
brands’ total retail unit sales in 2006.

DOD, second hand vehicle sales -- In 2005, Dogus Otomotiv acquired DOD, the
leader in the used cars market in Turkey, from Vdf and restructured the company.
DOD increased its sales to 7,760 vehicles, or by nearly 60% yoy. DOD plans to
expand its service network to 110 authorised dealers. In keeping with its
reorganisation, DOD plans to continue its growth across Turkey in the coming years.

Logistics -- Dogus Otomotiv Logistics Services manages spare parts importation,
stocking and transportation to authorised services of all VW-group brands except
Skoda. Spare parts and new vehicles are stocked at the logistics centre of Dogus
Otomotiv in Gebze (north-western Turkey).

Vdf automotive finance was established in 1999 as a partnership of Volkswagen
Financial Services AG (51%) and Dogus Group (49%), to provide loans mainly for
new and second-hand car purchases. Vdf is the leader among consumer finance
companies with a market share of 53%, while having a market share of 14% among
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all financial institutions for automotive loans. In 2006, it lent TRY1.2bn for the
financing of nearly 51,000 vehicle purchases.

Vdf fleet services -- The company is a JV of LeasePlan Corporation (51%) and Dogus
Otomotiv (49%). Vdf Fleet provides operational fleet rental services and is the first
international brand in the market. It had an 8% market share in 2006. The company
has approximately 5,500 vehicles and is the 4th largest player in the Turkish market.
The portfolio of Vdf Fleet Services is primarily composed of Volkswagen, SEAT, Audi
and Skoda brands (68%), with the rest including other popular brands in Turkey such
as Renault, Ford and Fiat. Through fleet services authorised dealer internet system,
VW dealers are able to give rental offers on behalf of Vdf Fleet services. This function
provides a competitive advantage to the Company.

Vdf Insurance Services -- Established in 2004, the company provides a variety of
automotive insurance products to its customers. Vdf Insurance Services, which also
sells automobile and traffic insurance and has agreements with all Dogus Oto-
authorised dealers, has underwritten about 13,000 insurance policies in 2006.

VW LCV sales in Egypt -- Please refer to the “Projects Recently Initiated / Under
Development” section above.

Porsche sales in Switzerland -- Please refer to the “Projects Recently Initiated / Under
Development” section above.

Krone production -- Please refer to the “Projects Recently Initiated / Under
Development” section above.

Oftofix-quick service stations -- Please refer to the “Projects Recently Initiated / Under
Development” section above.

Dogus Motorsports -- Main activities include sponsorship and event management,
publishing, racing organisations, technical services, and tune-ups.

Dogus Insurance Agency Services -- The company is an A group agent of Garanti
Insurance, an enterprise of Dogus Holding. Dogus Otomotiv has a 42% stake in the
company. In 2006, the company generated TRY1.5mn commission revenues.
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Dogus Otomotiv and Major C

Major Competitors

Thanks to the brand equity of Volkswagen Group brands and Dogus Otomotiv's
widespread distribution and service network, Dogus Otomotiv is one of the top three
players in the Turkish automotive market. It has ranked as the second largest player
in the passenger car segment with 11.5% retail market share in 2006 and the third
largest player in the light commercial vehicles (LCV) segment with 13% retail market
share.

ompetitors by Retail Market Share (2006)

Passenger Car
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Source: Automotive Distributors Association

Shareholder Structure of Dogus Otomotiv

The Company is fully owned by Dogus Group companies. Dogus Holding is the main
shareholder. Established in 1951, Dogus Group is active in seven business sectors:
financial services, automotive, construction, media, tourism, real estate and energy.

As of December 2006, the total consolidated assets of Dogus Group reached
US$13bn, with revenues of US$3.5bn. On the basis of revenues generated, the
group's primary sectors are automotive (49%) and financial services (41%), followed
by construction (5%), media (3%) and tourism (2%).

Dogus Otomotiv Shareholder Structure

Shareholder Stake (%
Dogus Holding 35.2
Dogus Aras. Gel.ve Musv. 16.5
Dogus Insaat 13.8
Free Float 34.5

Source: Dogus Otomotiv
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FINANCIAL TABLES

Dogus Otomotiv Balance Sheet (US$mn
2005 2006 2007E 2008E 2009E

Cash & cash equivalents 94 86 85 70 96
Trade Receivables 103 106 104 118 140
Investment Securities 0 0 0 0 0
Inventories, net 273 300 288 323 383
Other current assets 28 22 22 24 29
Total current assets 498 514 500 535 648
Available for sale financial assets 176 200 214 201 191
PPE, net 73 77 127 143 153
Intangibles, net 5 4 8 8 8
Other non-current assets 1 2 2 2 2
Deferred tax assets 2 5 0 0 0
Total non-current assets 257 288 351 354 355
Total Assets 755 802 850 889 1,003
ST bank borrowings 16 22 23 22 21
Trade Payables 324 383 360 404 478
Taxes Payable 0 0 0 0 0
Accruals and other current liabilities 36 27 26 30 35
Total current liabilities 375 431 410 455 534
Long term bank borrowings 21 22 34 26 25
Other non-current liabilities 5 6 6 7 8
Total non-current liabilities 26 28 40 33 33
Minority Interests 5 3 1 0 0
Total Shareholders' Equity 349 340 400 400 436
Total liabilities & Shareholders' Equity 755 802 850 889 1,003

Source: Company data and EFG Istanbul Research Estimates

Dogus Otomotiv Income Statement (US$mn)

INCOME STATEMENT 2005 2006 2007E 2008E 2009E
Revenues 1,826 1,768 1,731 2,067 2,401
COGS 1,562 1,565 1,512 1,798 2,071
Gross Profit 264 202 219 269 329
Operating Expenses 153 160 173 207 239
Marketing & Selling Expenses 76 83 87 103 120
G&A Expenses Bef. D&A 50 54 57 68 79
D&A 9 8 12 15 16
Warranty Expenses 18 15 17 21 24
Operating Profit 111 42 46 61 90
EBITDA 120 50 58 76 106
Other income, net 20 5 8 7 17
Financial Expenses -13 -30 -8 -15 -15
Earnings before mon. gain/loss & taxes 118 17 47 54 92
Monetary Gain (Loss) 0 0 0 0 0
Minority Interest 1 2 2 1 0
Earnings before taxes 118 19 49 54 92
Tax Provision 35 3 10 11 18
Earnings 83 15 39 43 74

Source: Company data and EFG Istanbul Research Estimates
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Dogus Otomotiv Key Ratios

2005 2006 2007E 2008E 2009E
As a % of revenues
COGS 85.5% 88.5% 87.3% 87.0% 86.3%
Gross Profit 14.5% 11.5% 12.7% 13.0% 13.7%
Operating Expenses 8.4% 9.1% 10.0% 10.0% 10.0%
Marketing & Selling Expenses 4.1% 4.7% 5.0% 5.0% 5.0%
G&A Expenses Bef. D&A 2.7% 3.1% 3.3% 3.3% 3.3%
Warranty Expenses 1.0% 0.8% 1.0% 1.0% 1.0%
Operating Profit 6.1% 2.4% 2.7% 3.0% 3.8%
EBITDA 6.6% 2.8% 3.4% 3.7% 4.4%
Financial Expenses -0.7% -1.7% -0.4% -0.7% -0.6%
Earnings before mon. gain/loss & taxes 6.4% 0.9% 2.7% 2.6% 3.8%
Monetary Gain (Loss) 0.0% 0.0% 0.0% 0.0% 0.0%
Earnings before taxes 6.5% 1.1% 2.8% 2.6% 3.8%
Tax Provision 1.9% 0.2% 0.6% 0.5% 0.8%
Earnings 4.5% 0.9% 2.3% 2.1% 3.1%
Cash Conversion Cycle 8.7 2.7 4.5 4.5 4.5
Days in Receivable 20.5 21.9 22.0 20.8 21.3
Days in Inventory 63.9 68.9 68.0 68.0 68.0
Days in Payable 75.7 87.7 85.0 85.0 85.0
Leverage Ratios
Gross Debt-to-Equity 1.16 1.36 1.13 1.22 1.30
Net debt-to-Equity -16% -13% 7% -5% -12%
Net debt-to-EBITDA -47% -85% -48% -28% -47%
Profitability Ratios
ROA 12.4% 2.0% 4.8% 5.0% 7.8%
ROE 29.1% 4.5% 10.6% 10.9% 17.6%
Effective Tax Rate 30% 18% 20% 20% 20%
Working Capital 45 19 28 31 38
Change in Working Capital 15 -26 9 4 7
% of revenues 0.8% -1.5% 0.5% 0.2% 0.3%
Cash Dividends (mn USD) 25 34 5 18 20

Source: Company data and EFG Istanbul Research Estimates
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