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Unemployment rate increased to 9.1% in October...
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Unemployment rate which was 8.8% in
September 2011, was 9.1% in October 2011.

The non-farm unemployment rate rose to 11.6%
from 11.3% in October and the seasonally
adjusted unemployment rate increased to 9.4%
in October from 9.2%.

Thus, the downward trend of seasonally adjusted
unemployment rate, which has started in May,
impaired with the October data.

Increase in unemployment rate from record low
level indicates that it began to increase in the last
quarter of 2011.

Moreover, October releases have revived the
possibility of end in downward movement of
unemployment rate and displayed negative
outlook for coming movements of
unemployment rate.



Unemployment rate has differ from previous years in the second

half of 2011... VakifBank

In October, the employment rate increased by 6.6% on an

. Unemployment Rate (%) annual basis and reached to 24.7 million.

16 1 According to CBRT reports, employment growth rate of

15 - Turkey between 2007-2010 was close to 4 % which was

14 1 the highest growth rate of employment among lots of

13 - developed and developing countries. This rate indicates

12 7 — that strong growth performance create new employment
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In October 2010, participation of labor force rate was 49%

8

T T and in 2011 it increased by 1 point and reached to 50%.
Wfﬁ@#’ \&"j of However, labor force participation rate declined
compared to September. Moreover, without seasonal

2006 —3007 —2008 effects labor force rate also decreased in October .

‘ . ks—zoos —2010 2011 Although performance of unemployment rate in the first
ource: Turkdtat
half of 2011 is similar to the previous years’ performance,
in the second half of 2011, it decoupled from previous

years by declining.

Average increase in unemployment rate in the last quarters is 1.28%. With entering the winter months, the
unemployment rate is expected to continue upward movement. Thus, the movement of seasonally adjusted
unemployment rate wiil be more important in the coming months.
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Sectoral employment releases signal for the coming montbhs...
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Unemployment rate has decreased by 2.3
Thousand  Sectoral Employment(Monthly Change)* points since the end of 2010. This downward
movement in unemployment rate mainly
resulted from the strong economic activity in
the recovery period.

150 -

100
Service sector, which continuingly increased

during 2011 except for March, has achieved in
generating employment. Moreover, especially
after the crisis, agricultural employment has
increased by nearly 1 million which constitutes
30% of increase in total employment.

50

Surprise performance of the construction
sector which grow at double digits in the first
three quarter of 2011, has been the main
driver of decrease in unemployment rate until
October. However, reverse movement of
Agriculture M Industry B Construction M Services construction sector employment in October

increases the question marks for the coming

Sources: Turkstat, VakifBank performance of unemployment rate.
*:Seasonally Adjusted

IH

(=]

o
1

Jan-10
Mar-10
May-10

Jul-10

Sep-10
Nov-10

Jan-11
Mar-11

Jul-11

Sep-11

May-11

VakifBank Economy Weekly 4



The risks on industrial sector’s employment have increased...
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Although industrial sector, which has the third

Seasonal and Calendar Adjusted Industrial highest share in total employment after
Production Index (mom, %) services and agriculture sector, has grow by
6.0 - averagely 10.4% in the first three quaters of
2011, has displayed weak performance in

4.0 - creating employment.
2.0 - In October, industrial employment decreased
after 2 months. In addition to wunder
0.0 ' consideration of slowing down in seasonal and
slr calender adjusted industrial production in
-2.0 - November, it is possible that fall in industrial
J production will continue to decrease in the

4.0 coming months.

-6.0 - Although agriculture and service sectors have
60 offset the employment loss in industrial and

construction sectors in October, under
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2222222222222 % consideration of weak growth expectations,
2 2EE2LLaLEE2ESLEES there are risks in the performance of these

Source: TurkStat sectors to create employment.

In the light of leading indicators, it is possible that unemployment rate may remain under pressure
in the coming months. Hence, we see upward movement in unemployment rate with the slow
down in economic activity.
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Unemployment rate in many countries are higher than the pre-
crisis levels, Turkey’s unemployment rate is under the pre-crisis VakifBank

level...

Based on 2007 January=100, US

Unemployment Rate (Indexed* :
Py ( ) unemployment rate increased more than

300 1 other countries.
250 4 Moreover, unemployment rates both of
200 - Spain having the highest unemployment

150 rate in Euro Zone and Greece are so high

compared with the pre-crisis period.
100 -

Although Turkey’s unemployment rate is

>0 ' — ' higher than Germany and Brazil, severe
S &5 5 88 88 8 2 8 3 3 .
b T S~ S B~ TR S S S decline of unemployment rate compared
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G Spai el to January 2009 when the unemployment
—erman din m—1a . . . .
y P v, rate recahed the highest level in the crisis
Hungary Greece Brazil iod i in Turk
Japan Russia US period is seen in Turkey.
= Turkey As a result, Turkey has a positive
%2007 January 100 performance in unemployment among

Source: Bloomberg . .
the developed and emerging economies .

Vakifbank Economy Weekly



Turkey’s labor market positively performs... VakifBank

Change in unemployment rates of In order to show the comparative recovery in
selected countries (point) the global employment market, changes in
unemployment rates of selected developed
and developing countries from the pre-crisis,
post-crisis and end of 2010 are calculated.

B Post-Crisis (middle of 2009) )
] As shown in graph, unemployment rates of
J J

11
H End of 2010
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Pre-Crisis (middle of 2007) developing countries are under the pre-crisis
levels while unemployment rates of developed
countries such as Eurozone and US are above
the pre-crisis levels.
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I In the post crisis period, Turkey has
' 1 1 '| | B 4 11 experienced the fastest recovery among the
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selected countries while unemployment rates
of Spain and Greece, which are in a deep debt
crisis, have increased by 4.23 and 8.64 points,
respectively.
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= = g =Y i 2 5 £ 76 appearance of changes for end of 2010, post-
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crisis and pre-crisis periods, the recovery in
unemployment rates of developing countries is
stronger than the developed countries.

Source: Bloomberg
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Conclusions...
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The downward trend of seasonally adjusted unemployment rate, which has
started in May, impaired with the October data.

In the light of leading indicators, it is possible that unemployment rate may remain
under pressure in the coming months. Hence, we see upward movement in
unemployment rate with the slow down in economic activity.

Employment growth rate of Turkey between 2007-2010 was close to 4% which
was the highest growth rate of employment among lots of developed and
developing countries.
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Recovery in the labor markets of developing countries has been faster than
developed countries.

Turkish economy, thanks to its strong growth performance in the post-crisis
period, experienced a significant improvement in labor market.
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The information in this report has been obtained by Turkiye Vakiflar Bankasi T.A.O. from sources believed to be reliable. However, Turkiye Vakiflar
Bankas! T.A.O. cannot guarantee the accuracy, adequacy, or completeness of such information, and cannot be responsible for the results of
investment decisions made on account of this report. This document is not a solicitation to buy or sell any of the securities mentioned. All opinions and
estimates included in this report constitute our judgment as of this date and are subject to change without notice. This report is to be distributed to
professional emerging markets investors only.

Vakifbank Turkish Economy Weekly



