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Strong results thanks to finance and durable goods segments

Net income above the consensus thanks to the decline in financial
expenses. Koc Holding disclosed TL359 mn net profit in its 1Q10 consoli-
dated financials up from only TL3 mn of net income recorded in the same
period last year. The figure is slightly above the consensus estimate of
TL300 mn owing to lower than expected net financial expenses.

EBITDA growth came from finance, consumer durables and automo-
tive businesses. The consolidated EBITDA rose by 7% YoY in 1Q10 ow-
ing to the strong performances of the finance, consumer durables and
automotive businesses. The consolidated EBITDA margin went down to
10.9% in 1Q10 from 13.9% in 1Q09 due to the weakening profitability of
energy and automotive segments. The decline in net financial expenses to
TL72 mn in 1Q10 from TL513 mn in 1Q99 has also helped the growth in
the bottomline significantly.

2010 guidance maintained. Following the 1Q10 results, the Holding main-
tains its targets to carry its consolidated sales figure to TL52.7 bn in 2010,
which corresponds to a 18% YoY growth mainly driven by the 28% ex-
pected increase in combined international revenues. Likewise, 2010
EBITDA figure should reach TL5.7 bn in 2010, up by 29% YoY. The con-
glomerate's investment budget for 2010 is given as TL2.2 bn, representing
a 31% YoY increase.

Holding level strong cash position. Koc Holding kept its $0.8bn stand-
alone net cash position as of 1Q10. The Company had $2.2bn of consoli-
dated short fx position at the end of 1Q10 ($2.3bn as of 1Q09). This ex-
cludes the natural hedge mechanisms, totaling US$1.6bn, due to fx linked
pricing of Tupras, Opet & Aygaz’ inventory and take or pay agreements of
Tofas. When adjusted for the weighted effective ownership of the conglom-
erate, the short fx position falls down to $1.7bn, which is higher than the
US$1.1 bn reported in 4Q99.

Target price revised upwards, recommendation unchanged. The re-
sults should not have any material impact on Koc Holding shares as the
major subsidiaries have already announced their 1Q10 financials and the
holding maintains its FY10 guidance. However, we did go over our NAV
valuation for Koc Holding shares following the 1Q10 results based on the
revised valuations of underlying assets, which necessitates a 14% upward
adjustment in target price to TL6.4/share from TL5.36/share. Koc Holding
shares trade at a 14.8% discount to its current NAV, below the historical
average of 19%. Hence, “"MARKETPERFORM” recommendation main-
tained.

Upside Potential 14%
*Excludes dividend yield

Stock Data TRY Uss
Price at 14 05 2010 5.40 3.53
12-Month Target Price 6.14 3.96
Mcap (mn) 13,042 8,523
Float Mcap (mn) 2,869 1,875
No. of Shares Outstanding 2415 mn
Free Float (%) 22.00

Avg.Daily Volume (3M, mn) 33.6 21.9

Market Data TRY
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Koc Holding: Snapshot on 1Q10 Income Statement

KCHOL (TL mn) 1Q10
Revenues 9,940
Gross Margin 19.9%
Operating Profit 847
Operating Margin 8.5%
EBITDA 1,081
EBITDA Margin 10.9%
PBT 507
Net Profit 359
Net Margin 3.6%

Source: Company & IS Investment Estimates
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Koc Holding: Segmental Breakdown of Revenues & EBITDA

Koc Holding (TLmn) 1Q10 1Q09
Revenues
Energy 6,334 4,434
Autom otive 1,568 1,061
Durable Goods 1,576 1,427
Finance 1,186 1,480
Others 589 481
Consolidated 11,104 8,731
Revenue Contribution
Energy 56% 50%
Autom otive 14% 12%
Durable Goods 14% 16%
Finance 11% 17%
Others 5% 5%
EBITDA
Energy 304 314
Autom otive 148 122
Durable Goods 196 82
Finance 688 446
Others 41 25
Consolidated 1,081 1,009
EBITDA Margin
Energy 4.8% 7.1%
Autom otive 9.4% 11.5%
Durable Goods 12.5% 5.7%
Finance 58.0% 30.1%
Others 7.0% 5.2%
Consolidated 9.7% 11.6%
EBITDA Contribution
Energy 22% 32%
Autom otive 11% 12%
Durable Goods 14% 8%
Finance 50% 45%
Others 3% 3%

Source: Company & IS Investment Estimates
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Koc Holding: Current vs Target NAV

% of % of
Business Segment/ Koc Holding's Current Current Current Target Target Target
Company Stake (%) Value NAV NAV Valuation Method Mcap NAV NAV
Automotive & Parts 5,063 1,995 19.8 5,659 2,222 18.6
Ford Otosan 38.5 2,431 935 9.3 Target Mcap 2,663 1,024 8.6
Tofas Fabrika 37.6 1,879 706 7.0 Target Mcap 2,226 837 7.0
Otokar 44.7 265 118 1.2 Target Mcap 282 126 1.1
Turk Traktor 37.7 401 151 1.5 Current Mcap 401 151 1.3
Otokoc Otomotiv 96.3 87 84 0.8 1.1x 2009A P/BV 87 84 0.7
Consumer Durables 3,482 1,356 13.5 3,402 1,322 1.1
Arcelik 415 2,892 1,200 11.9 Target Mcap 2,812 1,166 9.8
Beko Ticaret 39.0 372 145 1.4 2.6x 2009A PBV 372 145 1.2
Arcelik LG Klima 5.0 218 11 0.1 2.6x 2009A PBV 218 11 0.1
Finance 9,875 3,976 39.5 12,719 5,119 42.8
Koc Financial Services 40.2 9,759 3,924 39.0 Target Mcap 12,603 5,068 42.4
Yapi Kredi Bank 329 11,647 3,831 15,124 4,974
Koc Tuketici Finans 445 116 52 0.5 1.4x 2009A P/BV 116 52 0.4
Energy 2,565 1,527 15.2 3,434 2,029 17.0
Aygaz 40.7 1,157 471 4.7 Target Mcap 1,593 648 5.4
Enerji Y atirimlari 75.0 1,408 1,056 10.5 Target NAV 1,841 1,381 11.6
Tupras 38.3 5114 1,956 5,963 2,281
Others 1,218 364 3.6 1,344 418 35
Net Cash (debt) 840
Current NAV 10,057 Target NAV 11,951
Current Mcap 8,564 Target Mcap * 9,561
% Prem / (Disc) to Current NAV (14.8) % Prem / (Disc) to Target NAV (28.3)

all figures are in US$mn terms
* after applying 20% conglomerate discount

Source: IS Investment Estimates

Koc Holding: Current NAV Chart
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This report has been prepared by “is Yatinm Menkul Degerler A.S.” (Is Investment) solely for the information of clients of is Investment.
Opinions and estimates contained in this material are not under the scope of investment advisory services. Investment advisory services
are given according to the investment advisory contract, signed between the intermediary institutions, portfolio management companies,
investment banks and the clients. Opinions and recommendations contained in this report reflect the personal views of the analysts who
supplied them. The investments discussed or recommended in this report may involve significant risk, may be illiquid and may not be
suitable for all investors. Investors must make their decisions based on their specific investment objectives and financial positions and
with the assistance of independent advisors, as they believe necessary.

The information presented in this report has been obtained from public institutions, such as Istanbul Stock Exchange (ISE), Capital
Market Board of Turkey (CMB), Republic of Turkey, Prime Ministry State Institute of Statistics (SIS), Central Bank of the Republic of
Turkey (CBT); various media institutions, and other sources believed to be reliable but no independent verification has been made, nor is
its accuracy or completeness guaranteed.

All information in these pages remains the property of is Investment and as such may not be disseminated, copied, altered or changed in
any way, nor may this information be printed for distribution purposes or forwarded as electronic attachments without the prior written
permission of ig Investment. (www.isinvestment.com)

Ca pital IO This research report can also be accessed by subscribers of Capital IQ, a division of Standard & Poor's.

A Division of Standard & Poor’s For more information, please visit Capital IQ's web site at www.capitalig.com



