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Lacks ST catalysts, yet BUY on LT prospects! 

We keep our BUY recommendation for TRGYO with 1-year forward 

target price of TL4.29 (previously TL3.95). Our target price indicates 

21% upside potential for TRGYO shares. Improvement in the 

company’s prospects (mainly due to stronger rental income) and 

rolling over of our TP are the main drivers for the higher TP. Latest 

NAV per share is at TL6.46 and the currently the stock trades at 45% 

discount to NAV. We think that the higher NAV by YE2014 would be 

the source of prospective re-rating; however, we reckon that due to 

relatively high FX denominated debt (short FX position amounts to 

30% of total assets and 57% of total equity), stock performance is 

quite sensitive to short term fluctuations in currency.  Meanwhile, 

TRGYO’s diversified business model (combining, mall & office rentals 

with residence & office sales as well as prospective hotel investment) 

and existence in various cities limit the downside risks stemming 

from large concentration and provides buffer against macro-

volatilities. Lastly, we did not incorporate the prospective KIPTAS 

(urban transformation project) and Pasabahce (hotel& villas) into our 

models for which the construction permits are expected to be 

received later in the year, therefore value accretion from projects 

would present upside risk to our estimates. 

Solid prospects both on medium term& long term... 

Revenues will more than quintuple in 2013-2016, thanks to deliveries 

from Mall of Istanbul (MoI) and Torun Center as well as stronger 

rental income with contribution of MoI and Torun Tower. In the same 

period EBITDA is expected to rise by more than five times as well. The 

sum of Gross Leasable Area and Gross Sellable Area is expected to 

reach 1.1mn sqm in 2019 up from 412k in 2013.  

 

Sector & company specific risks... 

We think that sector specific major downside risks for the stock 

performance would be the macro risks (slow-down in growth, lower 

consumer confidence and increasing unemployment) and more 

importantly the reversal of the easing trend of the mortgage rates 

(annual housing loan rates are down around 260bps vs. the peak 

levels observed in Apr’14). Company specific risk regarding the stock 

could be the sale of 11% repurchased from IPO by the parent Torun 

Gıda and Torun Family members. In addition, TL depreciation may hit 

the bottom line due to the short FX position on B&S. 
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TRGYO posted TL251mn net income in 2q14, well above the local consensus of TL58mn 

and our estimate of TL61mn. Revenues (around 79% of which comes from deliveries) 

were just 3% below estimate whereas rental income upped by 24% y/y (12% like-for-like 

growth). Meanwhile EBITDA margin came in more or less in line with estimates at 23.7% 

(20bps below consensus and 30bps below our expectations). Positive earnings surprise 

was mainly due to TL156mn one-off gain booked under investment income. This income 

pertains to change of consolidation of Torunlar REIT- Torun Yapi-Torunlar Gida JV from 

equity method to full consolidation starting from 2q14 (amount is found by adding the 

fair value of shares in JV to reversal of net liabilities for TRGYO in this JV). Note that in 

the absence of this one-off, TRGYO’s bottom-line would be still well above the 

expectations mainly due to other income (partly supported by TL5.5mn land sale) and 

financial income.   

Rental income is sustainable for Torunlar REIT while revenues from residential and office 

sales can be booked only at the time of delivery. Hence revenues are volatile due to the 

nature of the accounting principles. In 1h14, P&L was strongly supported from deliveries 

from MoI  while 2h14 revenues will also include remaining deliveres from Mall of 

Istanbul as well as higher rental income from shopping mall of MoI and launch of Torun 

Tower (partial rents wil be booked on those).  For 2015, rental revenues will be boosted 

with full inclusion of Mall of Istanbul as an operating mall and Torun Tower as an office 

tower as well as some revenues from residence deliveries in Torun Center.  

 

Although 1h14 was not strong overall in terms of consumer demand, TRGYO’s shopping 

malls recorded 4.2% like-for-like footfall growth and 12.2% like-for-like retail sales 

growth. This proves the resiliency of the shopping mall-mix to slow-down in economic 

activity. Going forward, we think that the domestic demand should be stronger in 2h14 

over 1h14 thanks to resolution of short term political risks (two of the elections are 

over) and lagged impact of CBT’s policy rate easing that took place in May-July period.  

Note that annual mortgage rates is at around 11% as of latest CBT data, down as much 

as 265 bps since the peak levels observed in the beginning of April and this should 

contribute positively to the residential pre-sales in Torun Center (and in Kiptas project 

when the construction permit is received). Therefore, overall macro picture seems 

conducive for TRGYO’s business model in 2h14.  

 

 

 

 

 

 

2q14 net income was 

above the estimates... 

Macro picture is 

accommodative for 

TRGYO given the 

expectations of slight 

pick up in domestic 

demand and lower 

mortgage rates... 

Deliveries from MOI and 

pre-sales from  Torun 

Center projects will 

support the top-line and 

cash flows... 
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We value TRGYO through sum-of-the-parts (SOTP) valuation. Subtracting the net debt of 

2q14, we reach TL2.1bn target market capitalization for Torunlar REIT.  Our 1-year 

forward Target Price per share is TL4.29 and we see %21 upside potential for the stock. 

Note that the REIT’s valuation is sensitive to interest rates and about 100bps rise 

(drop) in risk free rate lead to around 6.2% drop (7% rise) in our target price. As we 

have mentioned previously, we have not incorporated KIPTAS & Pasabahce projects to 

our estimates and these would pose upside risks to our estimates.  

 

 

 

 

 

 

           

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Our valuation points 

to  21% upside...  

Valuation Summary Fair Value (TLmn) Methodology

Land Bank 439

Istanbul, Ikitelli 25 Portfolio Value  (10% discount is applied)

Istanbul, Kayasehir 19 Portfolio Value  (10% discount is applied)

Paşabahce 395 Portfolio Value 

Buildings 1255

Zafer Plaza 150 DCF

Korupark Shopping Mall 681 DCF

Torium 262 DCF

Nish Istanbul 23 Portfolio Value  (10% discount is applied)

Korupark I,2 and 3 Unsold Units 123 Portfolio Value  (10% discount is applied)

Kemankes Building 16 Portfolio Value  (10% discount is applied)

Torium  Residential Units 5 Portfolio Value  (10% discount is applied)

Projects 1661

Mall of Istanbul 757 DCF

Torun Tower 330 DCF

Torun Center 494 DCF

Deepo Extension 80 DCF

Participations 409

TTA - Boulevard Samsun 29 DCF

TRN - Antalya Deepo 221 DCF

Yeni Gimat  GYO 120 Mcap

Netsel Marina 39 DDM

TOTAL  3765

Net Debt 1,620.5

Target Mcap 2,144.1

Number Of Shares 500

Target Price 4.29 TL

Closing Price 3.55 TL

UPSIDE POTENTIAL 21%

Source: Tera Estimates, the Company
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TRGYO is currently trading at 45% discount to its NAV. The stock’s historical average 

discount is 48%, while the average discount of the last one year is 44%. Since the IPO, 

the stock traded between 26% to 68% discount range. Meanwhile, the weighted average 

discount to NAV for the listed REIT’s stands at 32% (excluding EKGYO this jumps to 44%). 

Given its diverse business model and stable rental income flow, we think that its 

discount to NAV should narrow down going forward; however, unless we see 

acceleration in cash flows and hence sizable reduction in net debt, we do not think that 

the current levels of discount are to stay at least in the short term.  On the other hand, 

mostly due to revaluation of MoI and Torun Center, TRGYO expects its NAV to jump to  

reach TL4.1bn  by year-end 2014  from current TL3.2bn which would imply that NAV 

discount would be about 57% from current levels or ceteris paribus or  stock price could 

re-rate by around 25% to bring the NAV  discount to historical averages.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Discount to NAV is more 

or less in line with 

historical averages; 

higher NAV by YE2014 

would be source of 

prospective re-rating... 
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Disclaimer 
All the information and opinions covered herein have been prepared as of specified dates by Tera Menkul Değerler A.Ş. (“Tera 

Brokers”) with the purpose of informing the investors. Tera Menkul Değerler A.Ş. has no obligation as to inform the investors 

regarding the changes in the information and opinions after the specified dates. Tera Menkul Değerler A.Ş. and its affiliated 

organizations and persons may act as a market maker or make transactions intensively on the securities of the companies 

covered herein. Tera Menkul Değerler A.Ş. and its affiliated organizations and persons may take position on any of the 

securities covered herein from time to time and they may buy/sell these securities or options regarding to these securities for 

their own and / or client’s account. The investment options discussed here may not be appropriate for all investors. Investors 

should make the investment decisions relating to the securities of the firms covered herein by taking their special investment 

goals and financial status into consideration and based on prospects approved by the firm, circulars, their own investigations 

and advices from their independent consultants. The information covered herein may not be interpreted as legal, tax or 

financial recommendations. In the case that the investment is in foreign currency, the currency fluctuations may have negative 

impacts on the value, price of the investment or on the return of the investment. The return of the investment may be 

unstable. Previous performance cannot be taken as a guarantee of the future results.  The price and values of the investments 

covered herein may rise or fall in such a way that will be directly or indirectly contrary to the interests of the investors and this 

situation may cause losses in the principal amount. The investors must have financial sufficiency to face with the risks relating 

to the investments covered herein. All the information here has been taken from the publicly open sources or from other 

sources that are believed to be reliable by Tera Menkul Değerler A.Ş. Tera Menkul Değerler A.Ş. has no implicit/explicit 

declaration or commitment about the exactness, accuracy or compatibility of the information or the estimations, arguments or 

the opinions based on the information. Tera Menkul Değerler A.Ş. is not liable of any direct / indirect, moral / physical losses. In 

no circumstances should any information contained herein be used or considered as an offer to sell or to buy the securities 

mentioned herein by / in the name of Tera Menkul Değerler A.Ş. or another firm to another person. This report contains the 

personal opinions of the analyst(s) regarding the securities and firms.  The income of the analyst(s) is not and will not be related 

with their recommendations and opinions covered herein. By reaching the information and opinions covered herein, you will be 

considered to have understood the notifications above and agree to obey. All the statutory rights of the information and 

reports herein belong to Tera Menkul Değerler A.Ş. and in no way it can partly and / or as a whole be copied, used differently, 

distributed, changed or transferred to computer systems for future use without the prior authorization of Tera Menkul Değerler 

A.Ş. Otherwise, Tera Menkul Değerler A.Ş. reserves the right of claim of all the losses and damages. 

Capital Market Board’s Warning Note regarding Investment Advisory Services rendered by Securities firms:  

All the information, interpretations and recommendations covered herein relating to investment actions is NOT in the scope of 

investment consultancy. Investment consultancy services are rendered according to the investment consultancy agreement 

signed between the clients and securities firms, portfolio management firms or investment banks. All the interpretations and 

recommendations covered herein depend on the personal opinions of the analyst(s). These opinions may not be appropriate 

for the client’s financial status and risk and income preferences. Therefore, investment decisions based only on the information 

covered herein may not result as expected. 

TERA BROKERS RATING

BUY More than 20% return

NEUTRAL Between +20% and -10% return

SELL Downside potential is more than 10%
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