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25 YEARS OF SUCCESS



GETTING STARTED

s Faktoring is proud to present to you the activities of the Company in 2018 and the results of these activities.

Having started 2018 with the same willingness and determination after its outstanding results in 2017, Is Faktoring
owes this year's superior performance to its proactive and effective risk management approach and its

technological investments continued at a great pace.

s Faktoring is rightfully proud of celebrating its 25th anniversary in 2018 after completing a hard year
professionally with outstanding performance thanks to its strong capital and its professional and competent

human resource.

With its firm stance and foresighted efforts, Is Faktoring will continue to serve its clients at such quality and
standards as required by the current era, and will be working for Turkey with might and main.

A. Erdal ARAL
General Manager
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Risk Management

s Faktoring adopts a proactive, systematic and effective

management approach by taking all the necessary
strategic decisions in a timely manner to reach its goals in

2018.
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Chess is an art of analysis. Mastership in
chess iIs gained through a correct analysis of
positions.

Mihail Botvinnik

Castling is a defensive move that uses
both a rook and the king.
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Being a good player is not sufficient alone,
yvou should also play well.

Siegbert Tarrasch

Variant is a chain of moves
with a certain purpose.
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Profitability

Whilst the factoring sector improved its net
profit in 2018 by 41% on a consolidated basis, Is
Faktoring increased its net profit by 197%
despite challenging market conditions, and in
that sense, achieved a great success.
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The most significant characteristic of chess
positions Is the activeness of the instruments.
This is the fundamental principle in all sections of

chess (opening, middle-eame, and especially the
endgame).

Michael Stean

Sacrifice is to give up a piece in chess for a certain goal.
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Flexibility

s Faktoring managed to gain a competitive edge by catching up
with any condition thanks to its know-how developed in long
vears, its business models, and organizational agility.
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Innovation

By making the necessary technological investments in line with
customer needs, |s Faktoring developed business processes, and
led the sector with its innovative applications and products.
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When you see a good move,
look for a better one.

Emanuel Lasker

Maneuver is a term that we use to call the
moves that are intended to bring figures to a
much favorable position or to create
weaknesses in the rival team.
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Team Work

s Faktoring continued in 2018 to meet the expectations of its clients with
staff members who are specialists in their respective areas, possess high
communication and coordination skills, and attach importance to

teamwork.
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't is more than the power of
compatible figures, and the sum
of absolute powers.

Emanuel Lasker

Spanish opening is the type of
opening which aims to take the
center and have a better position to
expand the attack from.
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A Quarter - Century of Experience

s Faktoring continues its services with firm steps, building on its
quarter-century of experience in the industry with its sound capital structure,
reliable brand perception, product diversity, and its leading and
difference-making technological investments.
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The tactician knows what to do when there is
something to do; whereas the strategian knows
not to do what when there is nothing to do.

Gerald Abrahams

=

Compensation is the superiority
of move gained in return for the
piece sacrificed.
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Is Faktoring in Brief

THE FACTORING COMPANY WITH 25-YEARS OF EXPERIENCE, CONSTANTLY-STRENGTHENING BRAND
VALUE, LEADING THE SECTOR WITH DIGITAL INVESTMENTS, AND OFFERING HIGH-QUALITY

PRODUCTS AND SERVICES

s Faktoring was founded in 1993 as an affiliate of Turkiye Is
Bankasi. The Company has been offering its clients fast,
reliable, and competitive services in the fields of finance,
guarantee and collection for 25 years. Is Faktoring continues
to erow with the power derived from the foundations built on
the deep-rooted experience and corporate culture of Tilrkiye
ls Bankasi and the perception for sustainable success.

The Company is improving, and setting an example for the
factoring sector, with its rational, transparent, accountable
and innovative management approach as well as the
diversity of its products and services, its high
creditworthiness, customer-oriented business approach and
its motivation to develop new products which is an output of
that approach, and the investments in people and
digitalization.

As of the end of 2018, when it has left behind 25 vears, Is
Faktoring is committed to achieving sustainable success
with its experienced staff consisting of 124 professionals.
Whilst Is Faktoring continues to provide its services with a
“consultant” approach to companies of all sizes in trading
operations at home and abroad with the help of its rich
product and service catalogue, it offers companies
tailor-made strategic solutions, acting as a strong business
partner for them. Within this scope, endeavoring to achieve
excellence in customer experience, the Company Is
developing the digitalization process started in 2017 with its
new products, services and technological infrastructure by
quickly keeping pace with the state-of-the art technological
developments which also directly affect the financial sectors,
and continues to add value to its clients and the sector both.
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Serving through its Headquarters in Istanbul, and its 6
branches operating in Ankara/Ostim, Tuzla/Istanbul,
Giinesli/istanbul, Adana, izmir and Bursa, Is Faktoring’s
greatest competitive advantage along with its use of
innovative technologies is its capability of taking its services
to every part of our country thanks to the strong synergy it
has created through the extensive sales and services network
of Turkiye Is Bankasi.

A member of Factors Chain International (FCl), the world’s
largest extra-banking finance services network, since the day
it was established, the Company has a strong position not
only in domestic markets, but also the international
markets. For the purpose of offering effective, plain and
quick solutions for its clients and increasing their
competitive power in global markets, Is Faktoring is
constantly consolidating its market position in the field of
export and import factoring, by enriching both its network of
correspondents and its fund resources thanks to the
corporate relationship it has developed with the member
corporations within FCI.

Effective Risk Management

ls Faktoring was quick to adapt to the economic change in
the second half of 2018 after the economic fluctuation
suffered by our country in summer, and distinguished itself
in the sector by adopting an effective risk management
approach with its proactive and disciplined management
style and dynamic team. The Company had total factoring
receivables amounting to realized TL 2.7 billion at 2018
year-end stood at TL 10.5 billion turnover. Having a positive
view of the future, the Company continued to build on its
investments in technology and digitalization also in 2018.




Capital and Shareholding Structure

s Faktoring’s paid-in capital is TL 63,500,000 consisting of 6,350,000,000 fully paid-in shares each having a value of 1 kurus.

The Company’s shareholders, and the distribution of their profits in the Company's capital as of 31 December 2018 are
presented in the following table.

s Faktoring has no preferred shares representing the capital.

SHAREHOLDING STRUCTURE

Shareholders Paid-in Capital (TL) Capital Distribution (%)
ls Finansal Kiralama A.S. 49,676,843 78.2311
Turkiye Sinai Kalkinma Bankasi A.S. 13,811,250 21.7500
TSKB Gayrimenkul Degerleme A.S. 3,969 0.0063
Trakya Yatirim Holding A.S. 3,969 0.0063
Topkapi Yatinm Holding A.S. 3,969 0.0063
TOTAL 63,500,000 100

Other

%0.02

Tarkiye Sinai Kalkinma Bankasi A.S.
% 2175

s Finansal Kiralama A.S.
%78.23
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Major Financial Indicators and Ratios

s Faktoring continued to create lasting value for its stakeholders under the volatile market conditions of 2018.

he strong performance achieved in 2018 clearly proved the soundness, efficiency, and effectiveness of Is Faktoring's
investment in technology, and its processes. In 2018, the Company reached an average factoring receivables balance of TL 2.7
billion, earning a net profit of TL 147 million.

Using its competences in the most effective manner on the basis of the great power represented by its brand, Is Faktoring is
determined to offer services to a greater number of clients, and to increase is business volume in the factoring market of our

country that offers a potential for sustainable growth.

Financial Indicators (Million TL) 2016 2017 2018
Total Assets 3. 025 4,268 2. 770
Factoring Receivables 2,985 4,205 2,729
Turnover 9,180 12,252 10,519
Average Factoring Receivables 1,368 2,738 2,683
Shareholders’ Equity 129 189 301
Net Profit 32.9 49.5 147/.0
Basic Ratios 2016 2017 2018
Return on Assets 1.48 1,39 4.23
Return on Equity 29:37 31.72 60.56
NPL Ratio 1.30 (.39 112
Number of Clients 3,561 5,249 6,395
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Funding Resources

The total credit limit
and foreign banks
representing a 27% |
2017.

allocated to our Company by domestic
as of 31.12.2018 is TL 10 billion,
ncrease in our bank limits compared to

11 discounted bonds with maturities of 2, 3, and 6 months, at

a nominal valueof T

_1.451 million, were issued in 2018, and

bonds with a normr
redeemed during the

inal value of TL 1124 million were
year.

In order to strengthen and diversify its resource structure,

and to gain a cost

advantage, Is Faktoring increased its

derivative transactions volume, and created a foreign
currency resource through these transactions.

ls Faktoring has en
these transactions

riched its liabilities structure through
as well as with bank loans, which

constitute its main resource of funds, and has reflected the
cost advantages it achieved to its clients.

Funding Resources and Ratings

ls Faktoring - Credit Ratings
by Fitch Ratings

Fitch Ratings, the international credit rating agency,
confirmed Is Faktoring's credit ratings on 28 September 2018

as follows:

Long-term Foreign Currency
B+ / (Negative Outlook)

Long-term Local Currency
BB- / (Negative Outlook)

Long-term National

A+(tur) / (Stable Outlook)

Short-term International Foreign Currency

B

Short-term International Local Currency

B

Support Rating
4
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Our Vision

To be one of the leading and most preferred corporations of the
sector through our strong capital structure, our expert team, and
our client-oriented principle of operating.

Our Mission

Acting upon the principle of providing our clients, whom we consider
the reason for our existence, with the best service, to produce fast and
effective solutions that are compatible with our customers' needs and

to position ourselves as the solution partner of our customers.
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Our Products and Services

Boasting a diversified product portfolio geared towards domestic and international transactions, Is Faktoring provides fast,
high-quality solutions to an extensive client base mainly consisting of exporters/importers, companies with a widespread
network of suppliers and dealers, and SMEs. Is Faktoring’s products and services are grouped under three categories:

Financing Guarantee Collection
A certain amount of receivables related n cases where a company to which a Through Is Faktoring, companies are
to short-term sales of product or imit is provided meets payment able to collect the amounts of the
service is paid to clients in advance. difficulties, the account receivable is goods and services that are sold
placed under guarantee provided through Is Faktoring.
The amount of advance payment varies  that all the conditions under the
according to the factoring interest agreement that is concluded have These services offer companies the
which is determined in line with the been met. opportunity to save on the number of
amount of the advance payment, the employees and operational processes.
maturity of the receivable, and the Sales can be carried out without risk
market conditions. thanks to the guarantee limits
provided by this service model that
With financing service, the seller’s can be used for both domestic and
long-term accounts receivable are international transactions, also
converted into cash, and thereby, the preferred by clients more frequently
balance-sheet is rendered more liquid compared to other financial products
and the company benefits from regular as it provides protection for accounts
cash flow and working capital. receivable.
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Meet our Digital Staff

Is Faktoring has started to use
Robotic Process Automation
technology in order to increase
efficiency and business value, and
to improve customer experience
and develop business models.
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Message from the Chairman of the Board

Mehmet SENCAN
Chairman

The global economy completed year 2018 under uncertainty
and recession risk indicators recently prevailing. Looking at
the recent world economy outlook, forecasts point to a
general economic shrinkage, and the World Bank estimates
a growth rate of 2.9% in 2019 with the effect of reduced
trade volume and monetary tightening policies. According to
IMF data, the increase in the world trade volume which
stood at 5% between 2000 - 2017 fell to 4.2% in 2018, and
estimated to be 4% in 2019 forecasts. The commercial
tension and increased uncertainty between US and China in
the second half of 2018 make a negative impact on export
and investments, boosting pressure on economic growth.
The increased borrowing costs in line with monetary
tichtening gives out signals of a slowdown in 2019. While the
labor force markets continue to strengthen with increased
employment and reduced unemployment in general, IMF's
World Economic Outlook Report shows risks threatening
the world economy as inter alia, geopolitical concerns and
political uncertainties.

FED RAISED POLICY INTEREST RATE BY 25 BASIS POINTS
TO 2.5% AT THE LAST MEETING OF 2018

At its last yearly meeting held on December19, 2018 the U.S.
Federal Reserve (FED) raised its funding rate by 25 basis
points in line with expectations, bringing it from 2.00% -
2.25% to the range of 2.25% - 2.50%. For that reason, the
Bank's 2019 growth forecast dropped from 2.5% to 2.3%,
whereas PCE inflation rate estimate for 2019 fell from 2.% to
1.9%. As stated by the minutes of meeting, funding interest
forecasts for 2019, 2020 and 2021 are 2.9% and 3.1%
respectively according to the median forecasts, whereas the
long-term inflation expectations slightly change. 2019
vear-end unemployment forecast remained constant at
3.5%. The median expectation in long-term unemployment
fell from 4.5% to 4.4%.
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THE EURO ZONE DEMONSTRATED A GROWTH
PERFORMANCE BELOW EXPECTATIONS

Due to more-than-expected appreciation of Euro and its
negative impact on export as well as political tension and
rising inflation in global economy, the European Central
Bank (ECB) drove growth expectations for 2018 in Euro Zone
by 0.1 points down, bringing it to 1.9%. 2019 expectations of
IMF for Euro Zone are driven down from 1.9% to 1.6%,
whereas inflation expectation is estimated to be 1.6%. The
downward revision regarding Euro Zone was due to the
reduction of growth forecasts of Germany, France and ltaly.
The recovery in the labor force market, appropriate financial
conditions and the internal demand are the supporters of
the economic growth, however, the uncertainty about US'
trade policy and the geopolitical risks appear to be the key
factors likely to be a headwind on the growth of Euro Zone in
the period ahead.

VITALITY WAS ACHIEVED IN THE TURKISH ECONOMY
THROUGH THE SUPPORT PACKAGES PROVIDED IN 2017

Turkey entered the year 2018 with a sound growth outlook
subject to the recovery in production, investment and
international trade in 2017, and stood out as the fastest
growing economy among the G20 members. The vitality and
increased employment achieved in Turkish economy with
the support packages supplied in 2017 were replaced by hard
market conditions as an outcome of the trade wars in the
world economy. Due to the restrictions brought to
international trade mainly by US, the monetary tightening,
interest rate hikes by FED and geopolitical risks, a portion of
a loss of momentum was observed in the second half of
2018. Following that loss of momentum a number of actions
covering austerity and finance policies were declared as the
2019-2021 New Economy Programme, where the growth for
2019 is estimated to be 2.3%.




The Turkish economy showed two different growth trends in
2018. Maintaining the strong growth achieved in 2017 also in
the first half of 2018, the Turkish economy attained 7.4%
growth performance, driven by incentives introduced in 2017
and the increased trade volume. By the second half of 2018,
the increased commercial tension was felt particularly in the
capital movements towards the developing countries,
causing a decline in net capital movements. Ongoing
geopolitical tensions affected global economy negatively,
tricgering financial fragility. In this context, the ongoing
conflicts in the Middle East, the re-consideration of the
sanctions on Iran, and other political tensions had a negative
effect on Turkish economy, and may put further pressure on
growth estimates.

Driven also by the strong economic growth and incentives in
2017, the increased employment continued its trend in 10
2018 as well. However, the uncertainty and stabilization
process that emerged in economy led to a decline in annual
employment rate and an increase in unemployment rates.

According to IMF's World Economic Outlook Report, the
orowth expectations for Turkey were revised down in respect
of 2019 as all other EM countries and prospering economies
oroup. The growth estimates were reported to be 3.5% and
0.4% for 2018 and 2019, respectively. The consumer price
index is expected to stand at 16.7% at the end of 20189,
whereas the unemployment rate is estimated to be 12.3% as
of the end of 2019. The ratio of current account deficit to
oross domestic product which rose to 5.7% at the end of
2018, is expected to fall down to 1.4% in 2019.

IS FAKTORING LEFT BEHIND A SUCCESSFUL YEAR OF
OPERATIONS WHEN RISK MONITORING AND A
PROACTIVE MANAGEMENT APPROACH GAINED
IMPORTANCE

ls Faktoring with the target of maintaining its corporate
success of 2017 further in 2018, left behind a successful year
of operation by affectively managing the risks, deploying
proactive business models, and continuing its successful
technological investments.

Sustaining its success under challenging competitive
conditions thanks to the trust supplied by "Is Group" and its
strong brand value, Is Faktoring continued to set an example
to the sector with its professional staff and rational business
understanding. Carrying on its initiatives for the purpose of
adding value to the national economy and improvinge the
sector, Is Faktoring was nominated as a candidate by the
London Institute of Banking and Finance in two categories
forits digital product, CekMatik, which is a first of its kind in
the world, and represented our country in the best manner
on the international platform.

Always committed to reflecting its innovative business
approach to its business models, Is Faktoring also put into
practice the Robotic Process Automation in 2018 in addition
to CekMatik Garanti, Is Tedarik and Is Supplier products in
order to achieve operational excellence and improve
efficiency, and continued to add value to the experience of
its employees and thus to those of its clients.

Preserving its high growth performance in turnover and
factoring receivables in the first half of 2018, Is Faktoring
concentrated more on its risk management activities in the
second half of 2018 due to the economic cycle, and closed
the vear with successful results under hard market
conditions with the help of the right decisions taken in risk
management as well as its strong brand value, sound
financial structure, and its strong ties with |s Bankasi within
this process.

On the path to sustainable success, Is Faktoring will
continue to its efforts in the year ahead to add value to the
national economy as it has always done. On behalf of our
Board of Directors | owe it a duty to thank our employees, our
greatest support in our success on this challenging path, our
clients who trust us, and all our stakeholders.

Best Regards,

Mehmet SENCAN
Chairman
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Message from the General Manager

A. Erdal ARAL %
General Manage \

Is Faktoring continued its success in the sector with the profitability attained by
adopting an effective risk management approach together with proactive management
style and developing new business models with its dynamic team.

Dear stakeholders,

In addition to the developments in global economy in 2018,
the monetary tightening programme and interest rate hikes
by FED, the speculative rate attacks that occurred especially
in the second half of 2018 raised negative impacts on our
economy. The Turkish Lira suffered a significant depreciation
against certain foreign currencies, and deteriorations
occurred in private sector payment balances due to the rising
inflation driven by the exchange rates, resulting as the loss
of trust and shrinkages in trade volumes. Despite the
rebalancing initiated by the New Economy Programme and
the decline in current account deficit owing to the fall of
import figures, our country left behind a hard vyear in
economy with a loss of momentum in growth and increased
unemployment rates.

ls Faktoring, with its 25-years of know-how and team of
experts has managed to analyse the volatility in the markets
in the right manner and continued to produce solutions
tailored to the needs and experiences of our clients in every
corner of the country. Considering itself as a solution partner
for its customers in the first place, increased its competitive
advantage in the sector further by consistently adding value
to its clients.

WE LEFT BEHIND US A PROFITABLE YEAR OF OPERATION
WITH A PROACTIVE MANAGEMENT STYLE

Despite the problems experienced in the economy of 2018, Is
Faktoring left behind a successful year thanks to its strong
brand value, sound corporate structure, customer-oriented
services, effective capital and risk management capabilities.
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The Company owing to the proactive management style it
presented, achieved strong results also in 2018 by,
completing the year with a net profit increase of 197% with
turnover amounting to TL 10.5 billion, and average factoring
receivables balance of TL 2.7 billion.

Parallel to our Risk Policies and smooth growth strategy, we
managed to keep the rate of non-performing loans at 1.12%
by increasing the effectiveness of risk monitoring activities
and taking timely measures. As a result of our efficiency-
and profitability-oriented efforts, our shareholders' equity
reached TL 301 million with a 60% increase, whereas our
return on equity stood at 60.56%.

With our technological investments, we enhanced the
support for our customers with the services and solutions we
offered, bringing our international turnover amount TL 2.2
billion, and domestic turnover amount to TL 8.3 billion. In
line with the strategies applied in international factoring
transactions, import factoring turnover reached TL 560
million, whereas export factoring turnover stood at TL 1.6
billion.

With the diversity of our product offering and our
customer-oriented service approach, supported by 2,418
visits performed by the marketing teams in the Head Office
and the Branches, we established close contact with our
clients in 2018 as well, and supported them with our
domestic/foreien factoring products. We also prided
ourselves on increasing the number of our clients to 6,395 at
the end of 2018 with a 21% increase compared to the
previous year as a consequence of our dedicated service
approach-as described above.



The fact that SMEs and microenterprises account for the
79% of our current client base has proved the success of our
product, CEKMATIK, which is a pioneering product in the
market.

WE MADE A DIFFERENCE IN THE SECTOR WITH AN
EXPERIENCE OF QUARTER CENTURY

In 2018 in line with the corporate culture originating from
our historical mission as an affiliate of Turkiye Is Bankasi,
the first national bank of Turkey, we continued our efforts
with no hesitation to add value for our country, stakeholders
and clients taking it as our a responsibility and owed debt as
it has been the case in the previous years. | would like to
make a brief summary of the year 2018 where we continued
to make a difference in the sector with our innovative
business models, and comprehensive experience aiming to
materialize the client expectations.

Juring the reporting period left behind, we increased
marketing efficiency in international factoring transactions,
particularly in export factoring, and mainly focused on SME
and microenterprise clients and on, providing low-priced
loans to companies that had trouble accessing low-cost
financing in order to boost their competitiveness in the
international markets, and instilled in them the courage to
penetrate into new customer and market segments.

Taking a win-win and continuous approach in our customer
relationships, we extended Tirk Eximbank loans especially
to companies seeking low-cost financing and added new
customers to our portfolio. On the other hand, export
transactions carried out with a suitable fund obtained from
correspondents in foreign transactions have been one of the
factors allowing Is Faktoring to distinguish itself positively
from the sector. By transferring resources to our clients from
the private fund supplied from the world's biggest
development bank, IBRD (The International Bank for
Reconstruction and Development) via the TSKB (Industrial
Development Bank of Turkey), we supported our country by
our lendings to attain her export targets.

With CEKMATIK, developed in 2017, a unigue product in the
world factoring, we allowed the companies of the
microenterprise and SME segments to reach cash in a fast
and reliable manner.

With the digital product of "Is Tedarik", a Supplier Finance
application, whose share in our total volume is constantly
increasing, we managed not only to reduce the operational
workload on the suppliers but also to reach the fund they
needed practically in a reliable manner from a reliable
source.

In 2018, we created a Credit Module and enabled the
Marketing Department employees to evaluate the financials
of the companies that are to be proposed a credit limit
before submitting a quote. Meanwhile, we carried out
scenario analyses by reviewing our company credit portfolio
with quarterly financial data year-to-date, taking into

account macroeconomic indicators as well as the
developments in all sectors. We monitored the effects of
economic developments on the balance-sheets, and
preserved the quality of our portfolio with a proactive
approach and, taking the necessary measures in advance.

During the fiscal year when we continued to improve and
diversify our funding resources, the TL-denominated bond
issues which we started in 2014 provided significant
contribution to our fund management. In return for issuance
of discounted bonds at a nominal value of TL 1,451 million in
2018, bonds with a nominal value of 1,124 million TL were
redeemed during the year. Thanks to the great interest
received from investors, Is Faktoring also blazed a trail by
issuing the bond with the highest nominal value in the
sector.

WE DEVELOPED NEW BUSINESS MODELS

As in today’'s world where the effect of technology is deeply
felt in both global and local levels and Industry 4.0 proved its
potential role in all areas of our life, Is Faktoring
determinedly continued to reflect its technological
investments to its business models owing to its innovative
working approach.

We laid the foundations of the Robotic Process Automation
(RPA), another pioneering application in the sector; a
machine-learning capability that handles high-volume and
repeatable tasks, characterized by the wuse of artificial
intelligence with software, with which we aim to make more
contribution to our customer experience by accelerating daily
company operations and increasing efficiency.

By adding also the “Garanti” facility in 2018 to Cekmatik, our
chatbot application developed in 2017, we enabled the
companies in the SME and microenterprise seement not only
to reach cash but also guarantee their receivables through
this channel in a reliable and fast manner.

We increased the diversity of our technological products by
implementing |Is Tedarik, our Supply Chain Finance
application aiming to help enterprises save on operational
workload by conducting finance transactions in a faster and
reliable manner. Furthermore, we incorporated Is Supplier,
an application that enables our clients targeting to increase
their export volume guarantee their long-term accounts
receivable through the digital environment.
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WE WILL WORK HARDER IN 2019 TO SUSTAIN OUR
SUCCESS

While we celebrated the 25th anniversary of our
incorporation leaving behind an operational year, we will
continue to offer the most beneficiary products and services
to our clients, recognizant of the fact that we need to sustain
our previous success also in 2019.

Being conscious of the fact that digital conversion plays an
important role in a sustainable growth, in 2019 we will
continue our efforts to deploy further applications as done
with CekMatik, CekMatik Garanti, Is Tedarik, Is Supplier,
which are developed as a result of our digitalization efforts
started in 2017

Market release of our Is Supplier product which provides a
basis to trade safely for those companies aiming to expand
their export volume in our country where foreign trade
volume is increasing year by year will be one of the top
agenda items of the Company in 20189.

In line with our target to instill technology in our processes,
we will work to integrate the Robotic Process Automation
(RPA) application further, by which we plan to increase the
contribution to employee and customer experience by
optimising our operational efficiency, into all our business
processes. At this point we believe Is Faktoring will maintain
its leadership as a company that produces the fastest
solutions aligning to the needs and changes in the sector and
takes the strategic steps.
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Cognizant of the fact that bigger goals and achievements
await us in 2019, we continue to look at the future holding
our hope and trust on this challenging quest, thanks to our
human resources, which is our biggest capital and the most
valuable asset with the pride and strength we gain from
operating under the umbrella of Is Bankasi Group. | am
grateful to our Group companies, which have always stood by
our side, our committed team who never refrain their
sacrificing efforts, our clients, who have always placed their
trust in us, and all our stakeholders.

Best Regards,

A. Erdal ARAL
General Manager
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World Economic Outlook

The tension triggered by trade wars which raged especially in
the 2nd half of 2018, the increased interest rates, and
monetary tightening and consequently the increased
jorrowing costs and increased volatility in the markets
indicate signals of a slowdown in global economy. The risk
perception caused by these factors led to drops in all world
exchanges especially in the last quarter of 2018. FTSE
All-World Index, a stock exchange index recognized by the
whole world, plummeted 12% in 2018. Shanghai Stock
Exchange in China, another country that was affected the
most along with the developing countries, slid 25%. After
having reached peak values in October, Dow jones dropped
5.6% at the end of the year.

Oil prices that reached 86S dropped due to signals of
economic shrinkage, and average value of oil was 68S in
2018. Price per barrel of oil slid 24.9% vyear-on-year, and
closed the year with 455 which represents a 77.4 drop from
the peak value achieved within the year. The drop in oil prices
which had risen due to the sanctions on Iran was partly
driven by the exclusion of 8 countries from the sanctions,
and the increased production by US and OPEC, and global
shrinkage expectations.

Average oil price is expected to be 67% in 2019. However, the
sanctions on lIran, OPEC's production amount and the
severity of the decline in demand continue to cause
uncertainty.

With the increase of dollar interest rates, developing
countries suffered outflows of cash. The currencies of
developing countries depreciated averagely 10% since April
2018. The countries most affected were Argentina and
Turkey. This led to inflationist effects on the developing
countries. In parallel, the sovereign ratings declined, even
going below the investment grade for some countries.
Several developing countries had to raise interest rates to
meet the increased demand for funds, inevitably giving rise
to higher borrowing costs, and reflecting negatively on
Investments.

While US economy had a good outlook, Europe showed a
less-than-expected growth due to Brexit. While growth
stood at 2.2% in emerging economies, it remained 4.2% in
developing countries, 0.3 points below the forecasts.

Due to the decreased trade volume and austerity policies,
the global growth is anticipated to be 2.9% in 2019 according
to the World Bank forecasts. This rate is expected to be 2.8%
for the years 2020-2021. It is anticipated that growth rate
will remain fixed at 4.2% in developing countries in 2019, and
rise to 4.4% with a slight rise in 2020-2021.
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However, foreign currency debt climbed as a result of a
faster-than-expected progression in monetary tightening
and quantitative easing particularly in the recent years due
to appreciation of US dollar against other currencies in 2019,
and this may give rise to problems for developing countries
that need liquidity, and cause 2019 economy to perform
worse than expected.

Trade wars continue to affect the global economy negatively.
The tariffs applied until now has affected the imports of US,
imports of China, and the world trade by 12%, 6.5%, and
2.5%, respectively. It is anticipated that 5% of the world
trade volume will be affected negatively with the
introduction of the tariffs expected in the trade wars. In such
a case, the risk that await us will be a rise in prices and a
decrease in global trade volume. Although the likelihood of a
stagnancy in US and Chinese economies, the two giant
economies of the world, is not high, if a less-than-expected
slowdown is seen, this may eive rise to more problems ir
developing countries. Though temporary suspension of the
rise in tariffs after the G20 summit caused a temporary
relief, it continues to be a potential source of stress, driving
a decline in investments and trade volume.

United States of America

The US economy has been the best performing economy in
2018. While the economy showed a 2.9% growth due to the
increased demand higher than expectations, unemployment
rates slid to the lowest levels of the last 50 years. Increases
in salaries were higher than the inflation rate, raising the
welfare. Taxes were imposed on imports, mostly from China,
amounting to "$300 million", and in return, American
exports were imposed an extra tax of $150 million. This may
have negative consequences such as rise in prices in US
economy, a decline in trade volume and fall in investments.
For that reason, the US growth is expected to be 2.7% in
2019, and 1.7% in 2020-21.

Europe

The European economy closed the 2018 with 1.9% growth.
0.2 points below the expectations. The primary reason is the
negative reflections on exports of the more-than-expected
appreciation of Euro. While unemployment rates slid,
inflation remained at 1%. In the period ahead, inflation rate
is anticipated to be 1.6%. The lowest interest rate of the
European Central Bank is expected, at the least, to persist
until mid 2019. Financial borrowing rates continue to
increase. The fact that the demonstrations and strikes in
-rance push the government to higher expenditure and 3
ower tax system is expected to bring additional burden on
the French economy. In Italy, the borrowing costs increased
due to volatility and uncertainty in the country's outlook.
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