
 

 
Dear Our  Shareholders, 

According to the latest IMF forecasts released in July, the world economy, which cannot yet 
get through the effects of the global economic crisis, with a global growth projected at 3.3% 
in 2015, will lag behind even 2014, which was quite a weak year. Growth in emerging 
markets and developing countries, previously the engines of global growth and world 
economy, is projected to slow down to 4.2%, the lowest rate of growth since 2009, while by 
contrast the economic performance of developed countries has gradually picked up 
compared to the previous year.        
 
Another important development in the world economy in the first half of 2015 was the 
ongoing downtrend of commodity prices after a steep decline during the second half of 
2014.  Despite weak global demand, rising supply exerts additional pressure on commodity 
prices.  These developments have made a positive impact on net commodity importers, 
primarily Turkey whereas decreasing commodity prices hit economies of net exporter 
countries primarily of Brazil and Russia.   
 
On the other hand, the developments in Greece, China and Iran had serious reverberations 
in the world economy in June 2015.  In addition to all the foregoing, speculations regarding 
the Fed’s interest rate decision continue to dominate global economic agenda. These 
developments in the aforementioned countries as well as the poor global growth 
performance cause consumer and investor confidence remain at low levels and dampen 
hopes for a quick upturn in economic performance.        
 
 In addition to the challenges of unpredictable economic conditions and a difficult global 
outlook in the second half of 2015, the general elections in Turkey held on 7th of June added 
another risk factor on the Turkish economy with a marked and notable adverse impact on 
consumers’ and investors’ confidence. The latest published indices point out that the 
confidence of both households and businesses plunged to the lowest levels in recent times.  
On the other hand, demand for real estate, automotive and consumer durables continues to 
remain strong in the first half of 2015, which in turn has led to an increase in the gross 
national product  at a rate of 2.3% in the first quarter of the current year mainly with the 
positive contribution of domestic consumer spending.      
 
The appreciation of US Dollar against most of the currencies globally had a negative impact 
on Turkey’s exports in terms of dollar value. Despite the increase in export volumes to the 
Euro zone, which constitutes a major part of Turkey’s exports, the decline in its value in 
terms of dollar value, the economic problems faced in Russia and its neighboring countries 
and geopolitical difficulties in exports to MENA (Middle East and North African Countries) 
region adversely affected Turkey’s exports which in turn resulted in decline in Turkey’s 
total export volume in the first half of 2015. During the same period the decline in imports 
volumes helped keeping the foreign trade deficit and current account deficit under control.  
 
In the first half of 2015, the deprecation of Turkish Lira and upward trend in food prices 
curtailed the positive impact of the decline of commodity prices on the inflation. The 
consumer price index decreased to 7.2% at the end of January 2015, rose to 8.1% at the end 
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of May and bounced back to 7.2% in June thanks to a sharp decline in food prices. The recent 
developments in core inflation and producer prices are most likely to offset the upward 
pressure on consumer prices which in turn would lead a decline in consumer prices.     
 
However, in the first half of the current year there have been certain developments that 
constitute an exception to the general recession prevailing in economic activities. For 
instance, in the first half of the current year, domestic sales have increased by 50.7% in 
automotive sector, by 21% in real estate sector and by 10.3% in white goods respectively 
compared to the same period of the previous year.      
 
The routines which have developed and put in place in the construction industry within the 
last 10 years have broken off with the effect of the fluctuations in foreign exchange rates 
coupled with increases in costs, increases in loan interest rates and slowdown of sales. The 
development and launch of new real estate projects and entrance of new players into the 
industry suggest that that a clear appetite for investment still remains despite the rough and 
challenging economic climate. The failure in forming a government after the general 
elections held in Turkey in addition to the regular recession experienced in the residential 
sales market during summer months has adversely affected the domestic sales growth rate 
of residential houses. However, at the present time, there is still no problem for construction 
companies which develop right projects at the right locations and offer them for sales at the 
right price level.       
 
Although the political uncertainties and depreciation of TL have adversely affected retail 
activities, leasing activities and leasing transactions maintained its steady course in the 
second quarter of 2015. Domestic investors have generally come into more prominence in 
leasing activities and leasing transactions and are showing a strong appetite to improve and 
expand their retail portfolios. As of the end of July 2015, the construction of 11 Shopping 
Malls was completed and a total of 351,092 m2 rentable area is made available for trade or 
business.   
 
İstanbul office market was quiet in the second quarter of 2015 because of the political and 
economic uncertainties after the June 2015 general election. It should be noted that the 
companies which had been looking for office areas and had come to the point of making a 
decision stopped their searches due to these uncertainties. Corporate rentals were centered 
on the office areas generally below 2,500 m2. On the other hand, the transactions involving 
the rental of whole office buildings generally came in above 5,000 m2.  
 
 
Economic difficulties, uncertainties and complexity may further increase in the second half 
of 2015.  Failure in attempts to form a government, risks arising out of a new snap election, 
scents and deepening shadows of war spreading over the soils of our country may cause 
consumer confidence to further slide and consumers may begin to act more cautiously.     
 
We will continue to work and carry out our activities and operations strictly in line with our 
budget and strategic plan targets which were developed to enable us to deliver our financial 
and operational results at the highest level in 2015.  
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The Company has made a total capex of 155.6 million TL during the first half of the current 
year. At the present time, the Company has three ongoing projects following the completion 
and delivery of Mall İstanbul and Torun Tower.  The Company spent a total amount of 62.3 
million TL for Torun Center, 45.8 million for 5th Levent project which will be launched on 1st 
of April and 39.4 million for MOİ (Mall of İstanbul) 2nd Phase hotel-office project 
respectively.     
 
The Company has achieved committed pre-sales amounting to 427 million TL in Torun 
Center project hitherto.  It is projected to deliver the office areas developed and constructed 
within the scope project by the end of this year. On the other hand, residential towers will 
be delivered in June 2016. The MOİ hotel and office building project to be developed on a 
piece of land of 18 thousand 208 square meters which we started in December has a 
construction area of 109 thousand square meters. Within the scope of the MOİ hotel- office 
project, it is projected to sell the offices and to lease the hotel building with a total of 206 
rooms to an international hotel chain. MOİ project is expected to be completed in 2017.         
 
The most hotly-anticipated 5th Levent Project continues to deliver strong sales results.  The 
Company has generated committed pre-sales revenue amounting to 463.4 million TL by the 
end of June in consideration of sales of 667 units out of 1,142 apartments which were 
offered for sale within the scope of the first phase of the project consisting of a total number 
of 2,111 apartments. Pre-sales of apartments amounting to 156.4 million were made against 
promissory notes. As of 14th of August, the total number of residential units sold including 
the residential units with signed and pending contracts is 868 and the total amount of the 
revenue obtained from committed pre-sales is 695 million TL. The first phase of the project 
will be delivered in December 2017.   
 
During this period, rental shopping malls and offices account for 64.4% whereas ongoing 
projects account for 14% and cash and cash equivalents account for 10.8% respectively of 
the Company’s portfolio value, which amounted to 6.8 billion TL. The 5th Levent project has 
not yet been incorporated into the portfolio. The Company’s asset size has reached 7.3 
billion TL at the end of June whereas the Company’s market value is 1.7 billion TL.       
 

The Company’s sales revenues appear to have been down by 53% compared to the same 
period of the last year due to the intensive sales and delivery of apartments and office areas 
in the last year within the scope of Mall of İstanbul project, and the total amount of the sales 
revenues achieved in the first six months is 215.2 million TL.  Shopping Mall rental revenues 
account for 65.7% of the total sales revenues, whereas apartment (residential unit) sales 
revenues account for 18.7% of the same.     
 

A total income of 182 million TL was generated from 5 Shopping Malls and Torun Tower 
except Bulvar Samsun, including revenues from common areas. The increase in rental 
income is 114.9% with the positive impact of Mall of İstanbul and Torun Tower, whereas 
%16.8 LfL in Shopping Malls. The currency capped contracts of Torium (2.05 TL/US$), MOİ 
(2.35 TL/US$) and Zafer Plaza (2.50 TL/US$) which are denominated in US$ have remained 
in full force and effect throughout the second quarter of 2015 after being reviewed and 
revised. On the other hand, foreign exchange rates announced by the CBRT are applied to 
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lease contracts denominated in Euro. The average NOI of the rental assets is 71.8%. The 
footfall is increased by 1% LfL and by 10.3% LfL in retailer sales.   
 
On the residential side, the Company has achieved a sales income of 40.4 million TL within 

the first 6 months in 2015. With regard to Korupark Phase 3 project, final sales of 602 

apartments were completed out of 678.  A vast majority of the apartments and offices have 

been sold, with only 3 offices in Torium project, 2 offices and 7 stores in Nishİstanbul and 1 

apartment in Korupark 1-2 in stock.  

The gross profit of the Company reached 141 million TL with an increase of 17.2% 

compared to the previous year.  An EBITDA of 150.9 million TL has been achieved with the 

positive contributions of the decline in operating expenses by 3.7% and an increase of 14.3 

million TL in dividend income and 10.3 million TL in operational foreign exchange gains.  

The EBITDA margin is reported at 70.1% with an increase of 8 points compared to the 

previous year. During the first 6 months’ period, TL fell by 15.8% against US$ and by 5.7% 

against Euro respectively. The Company reported a non-operating foreign exchange loss of 

259.7 million TL resulting from its short position amounting to 2.1 billion TL. The Company 

reported a loss of 158.5 million TL, mainly driven by non-cash foreign exchange loss.     

Nevertheless, we always make it a priority to maintain our financial strength at all times.  In 

this context, we always place a special emphasis and priority on all kinds of activities aimed 

at cost saving and reducing and/or minimizing the costs.  On the one hand, we try to manage 

our debts by extending them over a long period whereas on the other hand we always try 

to be very careful and sensitive in managing the working capital.   

The ordinary shareholders' general assembly meeting of our Company for 2014 was held 

on 26th May 2015 at our Company’s headquarters. It was unanimously resolved at the 

General Assembly to distribute a dividend from the net profit reported in the fiscal year of 

2014, a dividend of 50 million TL and 10 percent per share, and the dividends paid were 

credited on June 06, 2015 to the bank accounts of our shareholders      

I want to extend my gratitude once again to all of our shareholders, customers, suppliers, 

business partners, managers and employees. 

 

Aziz TORUN 

Chairman and CEO 

Torunlar REIC 


