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Aziz Torun
GYODER Chairman

A new vision for

growth

Integrated  with  global — economy, Turkey
deserves to be an international logistics base
with its location right between Europe, Middle
East, Asia and Africa. Turkey sustains a stable
economic growth and remains to be one of the
rising stars of the world. With a GDP of approx.
USD 1 trillion, Turkish economy has become the
16" largest economy in the world, and the 6"
largest one in Europe.

Supporting economy and employment, the
construction market plays a substantial role
in Turkey. While the share of the market in
employment have been continuously increasing,
urban transformation provides new lines of
business _for the next 20 years. The construction
market is the main driver of the local economy

operating with more than 200 sub-sectors.

The Marmara region, particularly Istanbul, is
at the heart of Turkish economy. Regarding the

global developments, Istanbul’s urban economy

presents a new vision in order to adapt the
competitive opportunities of the region. Ranked
at the 8" place among 78 metropolitan areas of
OECD countries, Istanbul offers great advantages
Jor global investors in terms of finance, tourism
and culture, information and innovation. In line
with the principles of environmental, social and
economic sustainability, Istanbul, historically a
regional center for Eurasia, gradually becomes
more prominent while preserving its unique
natural and cultural identity and transforming
into an information society with a global

competitive power.

Large-scaled infrastructure investments, such as
harbors, motorways, and high-speed rail lines,
develop the interaction between the cities in the
Marmara region, particularly with Istanbul.
The Izmit Bay and Dardanelles Strait crossings
integrated respectively with the Northern and
Southern Marmara motorways also create a
golden ring for the region, while highlighting the
strategic importance of the region.

Istanbul is within the radar of many sectors,
notably finance and real estate. Having been the
rising star of the region_for so long, the city will
keep attracting local and international investors
with its population of around 15 million people.
Furthermore, the developing cities of Tekirdag,
Yalova, Corlu and Balkesir have been also
witnessing a boom in housing developments
and sales. Shopping center, office and hotel
investments in these cities are also contributing

the regional development.

GYODER, the prominent representative of the
Turkish real estate industry, believes that Turkey
will retain its stable economic growth, creating a
bright future for real estate.

Aziz Torun
GYODER
Chairman
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Ibrahim Caglar

Istanbul Chamber of Commerce

Chairman

Adding value to

Istanbul

Istanbul has been witnessing a major
transformation which became more apparent
in recent years. This 8,500-years-old city moves
Jorward with transformation, making history
once again. Today, we have been simultaneously
experiencing three main processes which will
add value to this unique city.

Firstly, Izmit Bay Crossing and other
infrastructural transportation projects around
the Marmara Sea are all creating a golden
ring within the periphery of the city. The
3 Bridge, the Northern Marmara Motorway,
the 3 Airport, Marmaray and Eurasia
Tunnel will provide a new traffic circulation
system_for Istanbul.

Secondly, every mega project helps the
development of the city economy and
competitive capacity. Thus, Istanbul becomes
geostrategic player on a global scale.

And lastly, buildings under earthquake risk are
being renovated and brand new livable spaces
are being developed with a large-scaled urban
transformation  project. The transformation
will provide an opportunity exceeding a total
of USD 400 billion for construction and real
estate markets over 20 years.

Witnessing such a major change, the city’s
every square meter under development is
surely nesting a great energy. Thus, due to this
reality, Istanbul Chamber of Commerce aims
to represent Istanbul much better on global
platforms.

This is why we will make a stronger appearance
in the world’s largest property market, MIPIM,
this year. Supported with sound and visual
effects, an Istanbul pavilion will present the
24 hours of Istanbul with a scale model of the
city. Publicity meetings of the mega projects
will be held at the pavilion as well.

I wholeheartedly believe that we will all
represent the Turkish construction market, the
second largest one with global investments, and
the potential of Istanbul deservedly in Cannes,
France. I hope that our efforts in MIPIM will
help the real estate market and the national

economy of Turkey to gain more momentum.

Sincerely,

Ibrahim Caglar
Istanbul Chamber of Commerce
Chairman
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The future of Istanbul depends on
I Stan bu l ® integration with global economy and
¢ management of regional competitiveness
PY in Marmara. In order to seize the regional
R e Stru ctu rzn competitive  opportunities, the city
g economy of Istanbul creates a new vision

regarding the global developments.

S es
t ra t e g z es The “Istanbul Metropolitan Area Review”

by OECD, State Planning Organization
and Istanbul Metropolitan Municipality
collaboration ~ and  the  “Istanbul
Metropolitan Area Plan” by Istanbul
Metropolitan Municipality are two main

studies that reveal the new vision.

In both studies, the future of Istanbul is
built on the subjects below:

e Finance

e Tourism & Culture

¢ Information & Innovation

« Logistics

Thus, the strategic decisions for economic
and urban reconstruction by both local
and central authorities will adapt the city
to global development while helping
to achieve the goal of seeking new

opportunities in Eurasia.

Istanbul Metropolitan Area Review is the
latest study for Istanbul which is ranked as
the 8" among 78 cities of OECD countries.
The study will serve as a model for urban
plans and strategies. Main objective of
the study has been determined as making
Istanbul a large financial center and focal
point of the international trade. Thus, the
vision is established as “taking a strategic
role in the country and Eurasia”. Main goals
to achieve this vision are making Istanbul
center of information and innovation for
*Article written by A. Faruk Goksu and Sila Akalp Turkey, as well as making the city a regional
Jfrom Kentsel Strateji center for Eurasia, a global gateway and
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financial service provider between Europe,
Asia, Middle East and Old Eastern Bloc
countries, a focal point for logistics, and a

touristic and cultural center.

Adjusting the vision and goals of the OECD
study, “Istanbul Metropolitan Area Plan”
also sets a similar vision and overlapping
goals. The vision of the study is defined
as “In line with the environmental, social
and economic sustainability principles, an
Istanbul that is constantly developed while
preserving its unique cultural and natural
identity, sheltering an information society
and high quality of life.” Main goals are:

The vision of the study is defined as “In line

with the environmental, social and economic
sustainability principles, Istanbul that 1s constantly
developed while preserving its unique cultural and

natural identity, sheltering an information society

and high quality of life.”

e Adapting a multi-centered and balanced
development model in regional scale,

» Reducing differences between districts,

o Setting out economic, social and
environmental sustainability principles,

e Supporting and improving cultural
industries,

o Strengthening the structuring of
education and technology for industry-

specific knowledge production.

According to the plan, main decisions are
below:

Population: The population of Istanbul is
estimated to reach 22-25 million in 2023,
based on the current trends of demographic
indicators. However, considering the
sustainability criterion, the population will
need to be fixed at 16 million with a planned

sustainable development.

Regenaration of Industrial Areas: The
industrial areas of Istanbul need to be
transformed for the development of
information economics, cultural and service

industries.

Technology Development Areas: In order
to strengthen the collaboration between
universities and private sector, areas
sheltering laboratories, technology and
science parks are determined as technology

development zones.

Multi-centric Approach: Istanbul needs to
develop the identity of “global-regional
top center” on a metropolitan scale. High
population growth rate and the pressure
on green areas due to urban development
also require an urban macroform expanding
through east and west. Based on this
multi-centric approach, Kartal and Silivri
are determined as the new sub-centers of

attraction.
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Marmara Region:
Golden Ring

Large infrastructural investments Harbors,
highways, high-speed rail lines enable the
interaction between the cities of Marmara
region, particularly with Istanbul. The
Izmit Bay and Dardanelles Strait crossings
will create a golden ring for the region.
Connecting the top cities of the region
within four hours at most, the golden ring
would also bring up the reconstruction of

the cities, notably Istanbul.

Significant strategic decisions for Istanbul
have been identified by both central and
local authorities and some projects have
already launched. The urban development

dynamics of the city reveal three main
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criterions for the new urban setting: Strong
Connections  (reconnections),  Urban
Transformation (regeneration), and New

City (resettlement).

In cooperation with the Istanbul
Metropolitan Municipality, central
government has already initiated some
large-scaled projects in the city, such as
the 3" Bridge and connector roads, the
3 airport, Eurasia Tunnel (rubber-tyred
vehicles), New City (East and West) and

Canal Istanbul.

1. New Transportation Connections

The very first strategic aspect to change
the urban setting is the new transportation
connections initiated by the central
government. The rail system connecting

Asian and European sides, Marmaray,
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Source: Kentsel Strateji
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Map: Golden Ring
The large-scale investments will
enhance the internal dynamism

and regional development.



the 3" bridge under construction, and .

the 3 airport to be constructed in the
north of Istanbul will definitely affect the

development dynamics of the city.

Connecting the top cities of the region within four
hours at most, the golden ring would also bring up

the reconstruction of the cities, notably Istanbul.

2. New Regeneration Areas

i
-

TheIstanbul Strategic Planaims to transform

the industrial zones into information and j
Map: New Settlements Scheme: innovation oriented areas. The industrial :'
Urban Strategy zones in Cendere Valley and Kartal and :t'_
The industrial zones in Cendere areas on Basin-Ekspres Road currently hold =
Valley and Kartal, and areas on a 10 million m? of transformation potential.
Basin-Ekspres Road currently hold The transformation of these zones would
a 10 million m? of transformation identify a new economic triangle within the
potential. city. In the small-scale, the renovation of
the buildings at risk would also trigger this _
structural transformation. %
=
3. New Settlements D
Cendere Valley Kartal New Center Two new city projects to be located in east
hectare hectare and west and small-scale housing projects
mng:'{:ﬁ?o:lz éﬂ;ﬂﬂ'{lggﬂfﬁ in the north would create a total capacity
size size of 500,000 dwellings and 2,000,000 of

population. A large housing project of
250,000 units has also been started in the
European side, on a land reserved by the

Ministry of Environment and Urbanization.

In conclusion, the Istanbul Metropolitan
Area is now in the process of restructuring.
This process also includes economic and
social development, as well as urban

1 transformation. The city of Istanbul is
Basin Express Road

400

4 millon
construction
size

%r within the radar of many industries, notably
I property and finance. Thanks to its strong
demographics, the city will keep attracting

}> local and international investors.

Source: Kentsel Strateji
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Large-scale transportation infrastructure

Stron investments have a direct impact on the
socio-economic circumstances of their

P very locations. Such investments trigger
Connectzons significant regional developments like
increase in accessibility and business

volume or decrease in costs, as well as

direct positive effects on individuals like

employment or time and money saving.

Improved access to the region, affordability

of economic and social activities with new

transportation networks accelerate the

production, tourism and labor force, and

3. Airport notably the market size. Additionally,

the competitive market of the region gets

3. Bridge stronger with a healthier market economy.

The latest transportation infrastructure
investments of Marmara and Aegean
regions would definitely provide many
advantages as well. Thanks to these
projects, all parameters of real estate,
tourism, trade, transportation, or education
will be redefined with a new synergy.

Eurasia Tunnel Surely, these large-scale public investments

Marmaray will have a direct impact upon the Turkish

._____eﬂj

real estate industry. Huge projects of
the Northern Marmara Motorway, the
» 34 Bosphorus Bridge, the 3™ Airport,
Source: Kentsel Stratgji ~ Marmaray, Ganal Istanbul, Eurasia Tunnel,
Izmit Bay Crossing and Dardanelles Strait
Bridge will enhance the internal dynamism

and regional development of Istanbul.

Although  the  Northern  Marmara
Motorway, the 3" Bosphorus Bridge and
the 3 Airport are located within the

Map: New Transportation provincial borders of Istanbul, the projects
Projects of Istanbul will affect the whole Marmara region due
The new infrastructure to its scope and scale. Designed as the
investments will definetly affect largest airport in the world, the 3™ airport
the development dynamics of the will be connected to a high-speed rail line
Istanbul. as well. Thus, the transportation from

12 Restructuring of Istanbul: Reconnection, Regeneration, Resettlement GYODER & ITO Spring 2015 Spring 2015 GYODER & ITO Restructuring of Istanbul: Reconnection, Regeneration, Resettlement 13



These large-scale investments concerning

Istanbul and surrounding provinces and other
related infrastructure projects will accelerate the
development of the Marmara region while triggering
economic growth, new real estate developments,

and interaction between different industries.

Taksim Square to the airport will only
take 15 minutes. With an annual capacity
of 150 million passengers and connections
with the Northern Marmara Motorway
and the 3" Bosphorus Bridge, the airport
will serve for Anatolia as well.

Designed to ease the local transportation
of Istanbul and planned to be completed
soon, the Eurasia Tunnel is expected to
enhance the interaction between Asian
and European sides. With the tunnel and
the 3 bridge, there will be 4 different
alternative routes between two continents.
The Eurasia Tunnel will be operated for
alleviating the local traffic load, while
the 3 bridge and the Northern Marmara
Motorway will serve for loaded vehicles.
Thus, substantial fuel and time savings
will be enabled through the separated
traffic flow.

According to the announced plans, a new
bridge will also connect Asia and Europe
over the Dardanelles Strait in Canakkale
and a highway linking Tekirdag,
(Ganakkale and Balikesir provinces which
will be further connected to the Southern
Marmara Highway. Thus, a continuous
highway network will be created around
Marmara region, offering an alternative

route between Europe and Asia.

These large-scale investments concerning
Istanbul and surrounding provinces
and other related infrastructure projects
will accelerate the development of the
Marmara region while triggering economic
growth, new real estate developments, and

interaction between different industries.

With all investments are located around
productive industrial and agricultural
zones, the infrastructure projects will
increase the overall production capacity and
revenues. They will further have an impact
on employment, qualified workforce, and
even information technologies around
the Marmara region, the main driver of

national economy.

Eurasia Tunnel, Istanbul

Operator: ATAS (Avrasya Tiineli Isletme
Insaat ve Yatirim )

Date of Start: 2011

Targeted Date of Completion: 2016
Investment cost: USD 1.2 billion

e The Eurasia Tunnel Project to be
constructed on the Kazligesme - Goztepe
route will substantially reduce the period

of local travel in an area of intensive traffic.

o The travel time between the Asian
and European sides will decline from

100 minutes to 15 minutes.

« Traffic will flow better and faster because
of the expansion and re-arrangement of
access roads at the entry and exit points

of the tunnel.

14 Restructuring of Istanbul: Reconnection, Regeneration, Resettlement GYODER & ITO Spring 2015

e Fuel consumption and vehicle
maintenance expenses will be reduced
because the tunnel will be the shortest

route between Kazlicesme and Goztepe.

o Districts of Zeytinburnu, Uskiidar and
Kadikéy will directly benefit from the
positive economic, environmental and

social effects of the project.

The 3 Airport

Project Name: There is no specified name yet.

Operator: Cengiz-Kolin-Limak-Kalyon-
Mapa OGG

Date of Start: 2014

Targeted Date of Completion: 2017 (first
phase), 2018 (all phases)

Investment cost: USD 46 billion

e Theairportisconstructed at the intersection
of junction roads of Arnavutkéy - Gokturk -
Catalca, on 3,500 hectares of land.

e 6 runways also equipped for jumbo
airliners will be delivered.

o The airport will be one of the world’s
largest airports with an annual capacity of
150 million passengers and it is projected to

be an international aviation center.

o A terminal area of 1,5 million m? 165
passenger boarding bridges, 3 control
towers, 4 terminal buildings, 6 independent
runways, 16 taxi routes and aprons of
6,5 million m® having capacity for 500
airplanes will be constructed.

» Additional facilities like a state palace, a
70,000-vehicle capacity indoor and outdoor
parking, an aviation medical center, hotels,
convention centers and garage buildings
will be built as well.

o Scheduled to be completed in four
phases, the airport will be integrated with
the 3" Bridge and the Northern Marmara

Motorway.

Marmaray, Istanbul

Operator: TCDD

Date of Start: 2004

Date of Completion: 2013
Investment cost: TRY 9 billion

o Connecting Uskiidar and Sirkeci
districts with an undersea rail tunnel, the
76 km-long Marmaray project includes
the procurement of new rolling stock for

suburban passenger traffic.

o The project includes a 1.4-kilometer

crossing of the Bosphorus.
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o The primary goal of the project is to help
alleviate the transportation burden in
Istanbul.

e It is estimated that the greenhouse gas
emissions in various forms will decrease by
130,335 tons per year owing to the project.
With Marmaray, carbon monoxide, nitrous
oxide, and non-methane hydrocarbon gases
are also expected to reduce by 29,000 tons.

e Marmaray may generate substantial
economic  benefits, amounting to

TRY 387 million per year.

« Assessing the various other social factors,
including less stressful journeys, healthier
commuters, ontime arrivals, safety and
accessibility, one can conclude that social

benefits are also significant.

The Northern Marmara
Motorway & The 3™ Bridge

Operator: IC Igtag — Astaldi 7V
Date of Start: 2013

Targeted Date of Completion: 2015
Investment cost: TRY 4.5 billion

e Fuel and time saving will be enabled by
decreasing the traffic density within the city
and the existing bridges on the Bosphorus.

o Connecting Asia and Europe, Turkey’s
transportation alternatives and commercial
capacity will increase with this bridge
which will enable both motorway and

railway passage.

e Time cost in import and export will
be reduced following the removal of the

transportation restriction for loaded vehicles.

« Following the establishment of connection
of the Northern Marmara Motorway,
which also includes the 3 Bridge, with the
Istanbul (Kinali) - Canakkale - Savagtepe
and Istanbul - Izmir highways, travel time

to the neighboring cities will be reduced.

e Uninterrupted interurban and urban
railway transportation from Edirne to Izmit
will be conducted via the railway passing
from the 3" Bridge, and this railway system
also will be integrated with Marmaray
and Istanbul Metro, and the Atatiirk
Airport, Sabiha Gokcen Airport, and the
3 Airport to be built will be connected to

each other.

Connecting Asia and Europe, Turkey’s transportation

alternatives and commercial capacity will increase
with the 3 bridge.
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Izmit Bay Crossing

Operator: Nurol-Ozaltin-Makyol-Astaldi-
Yiiksel- Gogay consortium

Date of Start: 2013

Targeted Date of Completion: End of 2015

Investment cost: TRY 10 billion

e The project, which also includes a
3-kilometer suspension bridge on Izmit
Bay, will link cities of Istanbul, Izmit,
Yalova, Bursa, Balikesir and Izmir, while
integrating the regions of Marmara and

Northern Aegean economically.

e The travel time between Istanbul and
Izmir will be cut to three-and-a-half hours

from nearly nine hours on today’s roads.

e The 421-kilometer long motorway is
located in the most industrially and
agriculturally developed region of Turkey.
Sheltering automotive, textile, mining,
harboring, transportation, food, tourism
and chemical industries, the region is the

main driver of Turkey’s exportation.

e Qualified labor force of Marmara region
will be mobilized through the districts
neighboring the route.

e Economic integration of Istanbul and
Izmir will gradually help the expected
rapid development of Izmir and positively
change the outlook of Northern Aegean

region.

Dardanelles Strait Bridge

Planned Date of Start: 2015
Investment cost: USD 6 billion
(including the highway)

* Apart from the route, all project details are not
available yet. Recently, the information about
ongoing zoning plan revisions regarding a high-speed

rail line was shared with the public.

« Connecting Anatolia and Europe directly
over the Dardanelles Strait, the project
consists of a highway of 3.8 kilometers
including linking roads and it is expected
to reduce the traffic load of Istanbul.

e USD 1.5 billion out of a total of USD
4.5 billion investment is for the Tekirdag -
Canakkale - Balikesir highway and the
highway will be connected to another
ambitious transportation project in Southern

Marmara, Izmit Bay Crossing motorway.

« Representing around %60-70 of Turkey’s
exportation potential, the Marmara-
Aegean axis will definitely help the growth

of national economy owing to the project.

e The project will also trigger further
international harbor, shipyard and marina

investments.
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Urban
Transformation
as a Need

18

Turkey has a developing economy, and so,
a growing population due to rural-to-urban
immigration. Rapid urbanization on the
seismiczonesandbuildingsatriskhasbrought
into question of urban transformation.
Besides the increase Turkey’s population, the
rise in the urban population has constituted
a serious housing demand. Cities have faced
with the problems of squatter settlements,
environmental destruction and deterioration

in infrastructures.

The Government has decide to transform
not-earthquake-resistant the housing stock
due to the Izmit earthquake occurred in
1999. Urban transformation in Turkey
has accelerated especially in the last 5
years through legal and regulation-based
apparatuses and projects developed for
transformation. After the recent 2011 Van
carthquake, urban transformation has
become a national goal by the law no. 6306
enacted in 31 May 2012 and titled “The Law
on the Transformation of the Areas under
Disaster Risk,” and by the Application
Regulations in 4 August 2012. The purpose
of the law is to create healthy and secured
living environments in compliance with
scientific and artistic norms and standards,
on the areas either safe or under disaster risk
(Ongéren, 2013). According to this law, also
known as “Urban Transformation Law”,
buildings at risk is defined as “buildings
inside or outside the areas underrisk that have
completed their lives, or buildings that have
been scientifically and technically proven to

be under the high risk of destruction”.

Within the scope of the law, urban
transformation procedure takes place this
way in general: According to the instructions
announced by the Ministry of Environment
and Urbanization, there is 18 million of

housing stock in Turkey, and 14 million is

11 g
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considered at risk. The strategy of urban
transformation targets 6.7 million of houses
renewed during the next 20 years. In other
words, 334,000 houses will be demolished

and reconstructed annually.

For now, 150 million m? of risky areas

(all in city centers) have been detected in Turkey.

Two methods of urban
transformation

Urban transformation is applied in two
ways in Turkey. The first one is conducted
on the building-base. In the first one,
construction companies make their offers
to nondurable building owners, and after
they make the deal, the buildings are
demolished and reconstructed. The second
way of urban transformation is based on
“area”. Municipalities and the government
work together and decide the areas for
transformation, and they declare these areas
as “under risk”. Up to now, areas detected as
risky are minimum 15,000 m? and maximum
1,500,000 m? in a single piece. They are all in
city centers. For now, 150 million m? of risky
areas (all in city centers) have been detected

in Turkey, and this number is currently

RENEWAL COST ESTIMATION

increasing. All the areas are re-planned and
old structures are cleared. The re-planned
building and housing projects are carried

out piece by piece or as a whole.

Risky areas are finally determined by the
Council of Ministers after the opinions of
the Disaster and Emergency Management
Authority of Turkey are received by
Turkey’s Mass Housing Administration
(TOKI) or after municipalities detect them
and the Ministry offers them to the council.
According to the remarks by the Ministry of
Environment and Urbanization, 152 risky
areas are detected by the end of 2014 and
there are 392,000 independent parts that
contains 1,100,000 residents. Also in 2015,
20 risk areas are declared and it is expected
to react to 172 with 200,000 units-to-be-
demolished by the end of the year.

Minister of Environment and Urbanisation,
Idris Giilliice, has recently stated that
there are 130,000 housing and work places
detected up to 2014. 12,500 of them have
been demolished. Giilliice has also pointed
out that 100,000 buildings are expected to be
detected as risky. The Ministry announced
79,000 of houses are applied for urban
transformation in 2014. In this context,
TRY 250 million of rent-grants have been
given. The rent-grants are planned to help
85,000 units in 2015, and the owners will
have been donated TRY 300 million by the
end of the year.

Counting 15% of buildings under risk,
Istanbul is the riskiest city in Turkey. There
are now 27.700 risky buildings detected
in this city. Number of residents in these
buildings is 230.000. A total area of 1,106.25
hectares has been decided as “risky” by the
Ministry. Approximately 1,100 hectares
correspond to a 33 million m? of sellable
area. Other big metropolises like Izmir
and Ankara, and midsized cities like Bursa,
Gaziantep, Adana and other Anatolian

cities are among the important ones.

Ministry of Environment and Urbanisation
announced the target of urban transformation
strategy as 6.7 million buildings-to-be-
renewed in 20 years. Bearing in mind the
cost of demolishing and reconstructing old
buildings, USD 23 billion annually and USD
465 billion in total are required to finance the
strategy for 20 years.

Potential of urban
transformation

To finance the costs, half of the buildings will
be delivered to the private sector. Under this
agreement between the private companies
and the owners, the owners will be given
85% of the housing sites and 35% of the
land shares (per building), and 2.5 houses
will be constructed in return to 1 house.
The rest of the expected ratio, 50%, will be
reconstructed by the owner him/herself in a
1-1 turnover ratio. All in all, 3.5 houses will

be constructed in return to 2 houses.

The Forecasted need for
houses

The predicted need for houses by 2023 in
Turkey is calculated in three different need
levels. These are aforementioned needs
for houses as a result of urbanisation and
the increase in the population (Gyoder,
2012). Total need for houses for the
12 years period between 2012 adn 2023 is
predicted to be 7,560,000. A research done
in 2012 has predicted 4,840,000 of this to
be the result of urbanization and increase
in population, 2,120,000 to be based upon
urban transformation of areas under
disaster risk, and 600,000 to be for renewal
(GYODER, 2012). This prediction and the
number of licences, housing and sales up
to now points out that annually 650,000-
700,000 houses are needed in Turkey.

HOUSING NEED FORECASTS, 1000 HOUSES

800

700

Henceforth, 335,000 houses/year are

N 0 < 0 © e~ ==} (=] o i N [¢]
: S 2 2 % 3 3 53 3 &8 8 8 8
Number of Units (’000) expected to yield to 587,000 houses/year. § &8 §8 &8 §8 &8 §8 &8 &8 & & «

Deducting the number of houses to be
demolished (335,000/year), 252,000 houses/ M Rencwal of old houses
year or 2 million houses between 2015-2023 B Rencwal of houses at risk

Source: GYODER, 2012

Renewal Cost (TRY billion)

Renewal Cost (USD billion)

Source: Cushman & Wakefield, 2014 will be the surplus of urban transformation. B New houses due to population growth and urbanization
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HOUSES TO DEMOLISH & DEVELOP

Houses to be
Demolished / Year

Private Sector 168,000

Therefore, 5.44 million (~700,000 houses/
year) of need for houses are big enough
to meet the surplus of 2 million (252,000
houses/year) of the urban transformation
strategy.

Cost and produced value

50% of 335,000 houses/year will be
demolished by the private sector and the
other 50% will be renewed by the owners.
What can be inferred by this is that out of
587,000 houses, 419.000 will be met by the
private sector and 168.000 by the owners.

Houses to be
Developed /
20 years

Houses to be
Developed / Year

419,000 8,380,000

Landlord 168,000

168,000 3,360,000

Total 336,000

587,000 11,740,000

COST AND PRODUCED VALUE OF NEW HOUSES (USD)

Houses to be
developed / Year
(units)

A 100 sqm

2
e house (USD)

Construction Cost 50,000 168,000

The following numbers illustrate the cost
of, and value produced by, 587,000 houses
per year.

Houses to be Houses to be
developed / Year developed in
(USD) 20 Years

8,400,000,000 168,000,000,000

Project Development Cost 750 75,000 419,000

31,425,000,000 628,500,000,000

Total Cost

39,825,000,000 796,500,000,000

Produced Value 1000 100,000 587,000

58,700,000,000 1,174,000,000,000

Urban transformation gives the value
production opportunity of;

« USD 58 billion annually

o USD 1.17 trillion in 20 years
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Mode of application and
Sfinancing

Urban transformation in Turkey is mainly
shaped by financing models due to the
lack of capital. The common model is flat
for land and the other frequently applied
models are share of revenues, pre-sales and
build-and-sell methods.

Especiallylarge-scaleurbantransformations
depend on if it is financeable or not. In
small areas, it is easier to do transformation
by the building contractor’s own resources.
Particularly in big transformation projects,
financing issue and public support
(practical finance support, providing
technical and juridical bases for financing
projects) are critically important (Ongéren,
Bayraktaroglu ve Camlibel, 2015).

Recentlynew modesofactualizing, financing
and compensating urban transformation

projects have been researched in Turkey.

Pension funds, Personal Pension System
(BES) and recently introduced tools by the
Capital Markets Board of Turkey (real estate
certificates, infrastructure REITS, real estate
investment funds, alternative funds, project
bonds etc.) are examples of financial tools.
In addition to this, new incentives like
increases in zoning and zoning rights
transfers and the ongoing incentives
for investors (housing credits, interest
compensations, rent grants, exemption from
taxes and fees, 1% VAT) have been tried to
be developed on research bases (Ongoren,
Bayraktaroglu ve Camlibel, 2015).

“Green and Sustainable” constructions
also give essential opportunities. For
the increasing population, 7,560,000
houses are predicted to be constructed

between 2012 and 2023. If these buildings
will be constructed as green by 2023,
approximately USD 25 billion of water and
energy savings can be made. (Alhanlioglu
ve Camlibel, 2012). Bearing in mind that
6.7 million houses will be reconstructed
due to disaster risks, it is possible to get the

similar savings by green reconstruction.

Investors can make use of the opportunities
of financing, direct project investments,
project development, collaboration with
the Ministry and other public enterprises,
corporate  or individual purchases.
Participation of foreign investors in
the urban transformation procedures is
another issue on the agenda (Ongéren,
Bayraktaroglu ve Camlibel, 2015).

If these buildings will be constructed as green
by 2023, approximately USD 25 billion of water

and energy savings can be made.

Incentives for urban
transformation

A number of incentives have been
developed in order for the construction
of 6.7 million houses. First of all, in urban
transformation areas, 1% VAT is charged
from the construction of houses under
150 m? Normally, VAT for construction
is 8-18%. No fee is charged for the deed
of real estate processes under the scope
of wurban transformation. For houses
constructed in other areas, both sellers
and buyers are supposed to pay 2% as fee.

Municipalities do not charge license fees
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from urban transformation projects (which
is normally 2%). In the same manner,
notarized construction contracts and pre-

sales of houses are exempt from the 1% fee.

Young population of our country needs
houses. Besides, urbanization ratio is still
70% and rural-to-urban immigration still
goes on. State-owned empty areas just close
by the cities are reserved for new housing
needs. All the infrastructural needs of these
areas are met by the state. Large housing
projects in these areas are promoted with
exemptions from 4% title deed fees and 2%
licence fees.

New Incentives for the
Joreign investors are coming

Apart from these, Turkey will bring new
incentives for the construction sector. The
most important one is the construction
guarantees for foreign investors. The
terms of construction in the areas bought
by foreign investors will not change for
ten years. In this way, their project will be
exempt from any oppositional changes in
planning by the municipalities or stoppage

verdicts made by courts.

References

Cushman & Wakefield (2014), “Research

Brief Urban Regeneration Turkey”, avalible

at: hitp://www.cushmanwakefield.com/~/
media/marketbeat,/2014,/06,/ Turkey_Urban__
Regeneration_2014.pdf (accessed 19 January 2015).

Camhbel, M.E. (2011), An Integrated Optimization
Model Towards Energy Efficiency For Existing
Buildings - A Case Study For Bogazici University
Kilyos Campus, Bogazici University, PhD Thesis,
Istanbul.

Cambhbel, M.E. and Alhanhoglu, G. (2012), “2023
yihnda Tiirkiye’de yegil konutlar” (Green residential
buildings in Turkey in 2023). EkoYapn, Vol. 10, pp.
42-45, available at: hitp://www.ekoyapidergisi.org/
arsiv/EKOYAPI-10.pdf (accessed 19 January 2015).

Cambhbel, M.E., Alhanhoglu, G. and Ugurlu, D.
(2014), “Tiirkiye’de yeni yaplacak konut projelerinin
enerji verimliligi ile elde edilecek tasarrufve bu
tasarrufun ulusal enerji ihtiyacin ne seviyede
azaltacagrmn analizi” (The analysis of the energy
saving achieved by the energy efficiency of new housing
projects in Turkey and its effect on the reduction of
national energy needs), Journal of Istanbul Technical
University Foundation, Vol. 65, pp. 62-68, available
at: hitp://www.ituvakif.org.tr/dergi/sayi_65. pdf
(accessed 19 January 2015).

Ongéren, G. and Colak, 1.N. (2013), Kentsel
Doniigitm Hukuku Kentsel Dontisiim Rehberi (Urban
Regeneration Law, A Guide to Urban Regeneration ),

Ongéren Hukuk Yaymlar, Istanbul.

Ongiren, G., Bayraktaroglu, E. and Cambhbel, E.
(2015), “Kentsel doniigiimiin, finansmana” (The
[financing of urban regeneration), report prepared for
the Ministry of Environment and Urbanization of
Turkey.

24 Restructuring of Istanbul: Reconnection, Regeneration, Resettlement GYODER & ITO Spring 2015

Spring 2015 GYODER & ITO Restructuring of Istanbul: Reconnection, Regeneration, Resettlement 25



Facts and Figures

of Turkey

b
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Turkey has dynamic and strong

L

demographics owing to high urbanization,

w rw population growth rates and also young

T w population ratio constituting almost half
T w - of the population. With a population of
rw 77.7 million people in 2014, the country

is expected to reach 85 million by the

end of 2025. Istanbul is the largest city by
population with 14.4 million.

PREDICTIONS OF POPULATION INDICATORS

Years Population grbanization Urban _ Size of Urban
ate (%) Population Household Person
2012 75,627,384 77.28 58,448,431 3.7
2013 76,667,864 91.34 70,034,413 3.6
2014 77,695,904 98.24 71,286,182 3.6
2025 (F) 85,407,000 98.5 84,125,895 3.5
2050 (F) 95,585,000 99,00 94,629,150 3.3

Source: Turkstat, UNFPA
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Economy

Having been the world’s 17" largest
economy with a GDP of USD 820 billion,
Turkey aims to be one of the global top-10

"th b €

largest economy

ECONOMIC INDICATORS_ECONOMY $ £

economies by 2023.

Credit Rating Inc. ~ Long Term Rate Investment Grade Outlook/Watch
Moddy's BAA3 Lower Medium Grade Negative
Fitch BBB- Lower Medium Grade Stable
JCR BBB- Lower Medium Grade Stable
S&P BB+ Speculative Grade Negative
A4s of October 2014

Source: Moddy’s, Fitch, JCR, S&P

Housing

In parallel with the development of the
construction market, one of the main
drivers of the economy, building permits,
housing sales and consumer loans are all

increasing. Having the lowest mortgage

L P I
] ]6 million

houses sold

debt-to-GDP ratio among the European
countries, Turkey offers a great potential
full of opportunities. As of December 2014,
1.16 million houses sold in Turkey, which

Istanbul has a share of 19% in total sales.

FACTS & FIGURES_RESIDENTIAL

Housing Construction Mortgage Loans Volume
Licences (mln TL)

2012 771,081 79,592 701,621
2013 835,609 101,322 1,144,989
2014 1,014,678 109,854* 1,165,381

Years Housing Sales

Source: TURKSTAT, Association of Turkish Banks

Note: (*) 201403
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30%

office supply
growth rate

L

Office

By the end of 2014, total Grade A office
supply in Istanbul reached to 4.3 million m?,
representing 30% (y-o-y) growth rate,
the largest growth in Europe. The
Turkish office market, led by Istanbul,
will continue to benefit from new pipeline
projects, which will in turn, increase
availability of investment grade product

and higher investment volume.

FACTS & FIGURES_OFFICE

Years

Prime Office Rent

Office Inventory in

Istanbul (m?) (USD/m*/month)
2012 3,178,856 44
2013 3,329,389 45
2014 4,996,366 45
2015-16 (F) | 5,678,977 16
—_— Source: Cushman&Wakefield

EXISTING OFFICE INVENTORY IN SELECTED FINANCIAL CENTERS (CBD)

Cities Population (mln) GDP (USD billion) Inventory (m?)
London 8.3 751.8 23,833,664
Frankfurt 6 124 12,239,716
Zurich 1.9 166 6,403,680
Varsaw 2 66 4,364,815
Prague 1.3 49 2,963,774
Moscow 11.6 325,8 14,679,326
Budapest 1.7 61 3,219,384
Singapore 4.2 222.7 7,407,931
Istanbul 14 312.4 4,178,966
Hong Kong 7.1 224.5 4,979,089.279

Source: Cushman&Wakefield
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Retail

Total shopping center supply in Turkey
reached to 9.9 million m? in 350 centers, as
end of 2014. The average GLA per capita
increased to 129 m?/1,000 inhabitants,
which is among lowest in Europe, however
Turkey has the second largest pipeline in
Europe. Istanbul has a total of 3.8 million m?
GLA in 111 centres, representing 38% of
total supply in Turkey. The average GLA
per 1,000 inhabitants is 271 m? in Istanbul,

which is quite above the country average.

FACTS & FIGURES_RETAIL

i” K p
9.9 million m

in 35@ centers

Years Total GLA Total Number of SCs ?}688%1 :rggocne?rf%s Gl g
2012 8,353,816 318 110
2013 9,358,381 335 122
2014 9,993,993 350 129
2015-2016 (F) 11,612,910 437 148

As of October 2014

Source : Cushman & Wakefield
Hotel

Turkey is the 6" most visited country with
36.8 million tourists, while Istanbul is
the 7" popular city with approximately
12 million tourists in 2014. Furthermore,
in terms of congress tourism, Istanbul has
recently reached the 8" place with a total of

146 international meetings.

ISTANBUL HOTEL MARKET

36.8 mittion

tourists

Years Number of Hotels Number of Room  Number of Bed Occupancy Rate (%) Room Rate (EUR)  RevPar (EUR)

2012 402 34,644 70,246 72.5 153 111
2013 432 39,617 80,313 67.5 149 100
2014 471 45,384 93,33 65 133 86.53

Source: Istanbul Culture and Tourism Directorate, STR

Note : Forecast
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GYODER serves as “Turkey’s Real Estate

Platform” with close to 300 corporate

GYODER

The Association of Real Estate and
Real Estate Investment Companies

members was established in 1999 by the
existing 12 REICs to promote the real
estate industry in Turkey who represent
leading brands and professionals in the
sector. The Association acts as a platform in
introducingand maintainingstandardsand
quality, providing training, networking,
GYODER and acting as spokesman in relations with
| T S S —— media and public authorities. As part of its
mission, GYODER organizes conferences,
seminars, summits and publishes reports
Cumhuriyet Caddesi Pegasus Evi No:48 Zemin Kat C
Elmadag 34367 Taksim / Istanbul - Turkey
P:+90 212 282 53 65 the Turkish real estate sector.
F:+90 212282 53 93

www.gyoder.org.tr

and indices in order to promote and

provide data, training and solutions about

info@gyoder.org.tr
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ISTANBUL
CHAMBER OF
COMMERCE

@l'/) ISTANBUL
(‘;’ ‘F_jCHAMBEROF
Ct& COMMERCE 882

Head Office-Center

Regsadiye street. 34112 Emininii /Istanbul - Turkey
P: +90 212 455 60 00 central

F:+90212513 15 65 /+90 212 520 16 56

I70 Call Central +90 212 444 0 486

www.ito.org.tr

Since 1882, Istanbul Chamber of
Commerce with its Member-Oriented
service approach became a business
school not only in Turkey but all over the
world. Today being the most important
business representative of Istanbul -the
capital city of several civilizations-;
ICOC delegates all sectors under 81
Professional Committees and it embodies
576 Professional Committee Members and
represents over 380 thousand Members.
Our Chamber is creating new business
opportunities from Turkey to the world,
by performing the better part of the
Export and by constituting 43 % of total
budget receipts of Turkey. ICOC is the
biggest Chamber of Europe and the 5th
biggest Chamber of the World and it has
taken parts on several International Fairs.
Furthermore it hosts over 100 business
delegations and organizes many trade
missions to foreign countries. Over 500
employees of ICOC are ready to consult
Turkish and foreign businessmen for

opening the potential of Turkey; the 17®

biggest economy of the world.
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Sponsors

illly CUSHMAN &
¢=5\ WAKEFIELD.

Cushman & Wakefield

Cushman & Wakefield is the
world’s largest privately-held
commercial real estate ser-
vices firm. The company ad-
vises and represents clients
on all aspects of real estate
and has established a preem-
inent position in the world’s
major markets. Founded in
1917, it has approximately
250 offices in 60 countries,
employing more than 16,000
professionals. It offers a
complete range of services
for all property types, in-
cluding leasing, sales and ac-
quisitions, equity, debt and
structured finance, corpo-
rate finance and investment
banking, corporate services,
property management, fa-
cilities management, project
management,  consulting

and appraisal.

The firm has a long stand-
ing presence in Turkey in
the form of a partnership
with a local company which
was acquired and became a
fully owned branch office
in 2007. Since then the local
team was involved in some
of the largest and most
prestigous transactions in
The Turkish
office is catering not only
but

the market.
international clients
also local developers, in-
vestors and occupiers with
consistent global service
quality and local knowl-
edge and market intelli-
gence. A recognised leader
in local and global real es-
tate research, the firm pub-
lishes its market informa-
tion and studies online at

www.cushmanwakefield.com

River Plaza Biiyiikdere Cad. Bahar Sok. No:13 Kat:15

Levent 34394 Istanbul - Turkey
T: +90 212 334 78 00
F: 190212 554 78 29

www.cushmanwakefield.com.tr

ONGOREN

Law Office

Real EstatesConstructionsZone Plannings=Urban Renevwal

Ongoren Law Office

Ongoren Law Office was
founded by Prof. Dr. Gur-
sel Ongoren in 1998 and it
Cur-
rently Prof. Gursel On-
goren is the Head of the De-

is based in Istanbul.

partment of Administrative
Law at Kocaeli University
Law Faculty and also he is
the Head of the Urban Re-
newal and Law Platform.
Ongoren Law offers advo-
cacy and legal consultancy
and provides legal services
for domestic and interna-
tional companies. Ongoren
main practice areas are Re-
al-Estate Law, Construc-
tion Law, Urban Renewal
Law, Zoning Law, Admin-
istrative Law, Law on Con-
servation of Cultural and
Natural Properties, Invest-

ments Law, Corporate Law,

Litigation and Debt Recov-
ery. Ongoren Law mainly
practices on Real Estate
Law in connection with
the purchase, sale, leasing
and construction contracts.
Another area of expertise
is Zoning Law and Urban
Renewal Law. In relation
to the practice areas, the
lawsuits are being followed
up by our experienced law-
yers and academicians es-
pecially in the zoning plans
and urban transformation.
Prompt and effective recov-
ery of debt for the compa-
nies is another area of focus
for Ongoren Law. Ongoren
Law Office provides a wide
range of consultancy and
legal services to companies
and real estate investors in
Turkish and English.

Mesrutiyet Cad. Ersoy Is Merkezi No:102 K: 5

Beyoglu - Istanbul - Turkey
T: +90 212 292 56 23
WWW.0Nngoren.av.tr

ww. ongarenlaw. com
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