
Highlights:
•  With the prospective IMF package on the horizon, market sentiment has

understandably turned more upbeat.

•  We do expect further IMF funds, yet we remain cautious about the
prospects for more than a shorter term trading rally.

•  Yes, a new bailout (possibly in the coming weeks and very likely by the end
of November), is likely to boost sentiment. But unless the funds significantly
exceed expectations, the threat of Turkey’s debt burden will remain.

•  For fundamental investors, we do not consider this a time for holding
companies and banks. We continue to recommend a mix of pure defensives
and depressed but viable higher beta stocks.

•  Our more defensive picks are Anadolu Efes, Migros, Tupras, Tofas and
Trakya Cam. Our more aggressive picks are Eregli Demir, Vestel, Akcansa
and Hurriyet.
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What Has Changed?
With the prospective IMF package on the horizon,
market sentiment has understandably turned more
upbeat. While we do expect further IMF funds, we
remain cautious about the prospects for more than a
shorter term trading rally. Yes up until the details of a
new package become clearer (possibly in the coming
weeks and very likely by the end of November),
sentiment could easily remain positive although the
longer it takes, the greater the prospect of negative
surprises between now and then.

Three Scenarios

•  Bull Case: Hopefully the IMF will surprise on the
upside with a package big enough and long enough to
reassure the market that if the primary surplus is met,
Turkey's funding gap will be met in 02 and best case
03 as well. So a package well in excess of $12bn
which also includes some debt relief would perhaps
clear the way to sustainably lower rates and a more
positive view on the market.

•  Hybrid Case: Unfortunately, the most likely scenario
is that the IMF will provide a one year package with
enough to meet the prospective $9-12bn funding gap
($3bn of Eurobond issuance being the variable) based
upon somewhat aggressive budget expectations. The
worry is that this drip feed effort to just meet the
funding gap on an annual basis will not do enough to
convince the market that Turkey can escape from its
debt trap. This scenario buys time, but so did the May
01 and December 00 IMF packages. Yes it could
work, but it's dependent upon a lot of variables
moving in the right direction. This formula is
vulnerable to domestic or international shocks.
Translation, a package of this size, while positive
initially, is unlikely to prove enough to put Turkey on
a sustainable path to fiscal and economic recovery.

•  Bear Case - we'd rather not think about the worst
case, but just let it be known that, at a minimum, it
means continued high real rates and pressure on the
currency in an increasingly marginal stock market. In
the worst case a combination of private sector debt
restructuring & hyperinflation.

What to Own:

Naturally if the market rallies, the large liquid high beta
plays such as banks and holding companies are likely to
outperform. While we stress that fundamentally we do not
consider the environment right for holding companies or
banks, our relative favourites are Sabanci and Akbank. Yet
from a short term view an IMF driven rally would likely
lead to outperformance for higher beta stocks such as Yapi
Kredi and Garanti bank. Again we stress, due to our
caution on the prospects for the IMF to sustainably turn the
tide, we recommend a less aggressive portfolio mix of pure
defensives and lowly valued but viable non-defensives.

� A Mix of Defensives & Viable Higher Beta

Our blended portfolio would include Anadolu Efes
(brewer), Tofas (auto), Migros (retail), Trakya Cam (flat
glass) and Tupras (refining) among the defensives. Our
higher beta exposure to undervalued and viable businesses
would include Eregli Demir (flat steel), Vestel (TVs),
Akcansa (Cement) and despite the risks associated with the
Dogan group, Hurriyet (newspaper).

Table 1: Stocks Mentioned

Stock Name Symbol Price Opinion QRQ Ft
Garanti Bank TKGBF 1400.00 Neutral D-3-3-9 q
Akbank AKBNF 2900.00 Neutral D-3-2-7 q
Yapi Kredi Bank YVKBF 2400.00 Neutral D-3-3-9 q
Anadolu Efes AEBMF 31500.00 Accumulate D-2-1-9 q
Hurriyet Gazetecilik HURRF 2175.00 Buy D-1-1-9 q
Eregli Demir Celik EREGF 14000.00 Buy D-1-1-9 q
Trakya Cam Sanayii A.S. TKYCF 4300.00 Accumulate D-2-2-7 q
Migros Turk A.S. MGRTF 91000.00 Accumulate D-2-1-7 q
Sabanci Holding HOSZF 4700.00 Accumulate D-2-2-7 q
Tupras Petrol Rafinerileri
A.S.

TUPRF 0.01 Accumulate D-2-2-9 q@

Akcansa Cimento Sanayi
Ve Ticaret AS

AKCMF 6200.00 Buy D-1-1-9 q

Tofas Turk Otomobil
Fabrikasi A.S.

TKOFF 8900.00 Accumulate D-2-2-9 q

Vestel VEKSF 2400 Accumulate D-2-2-9 qp

Source: ML
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[TUPRF]  MLPF&S or one of its affiliates was a manager of the most recent offering of securities of this company within the last three years.
[VEKSF]  MLPF&S was a manager of the most recent public offering of securities of this company within the last three years.
[TKGBF, AKBNF, YVKBF, AEBMF, HURRF, EREGF, TKYCF, MGRTF, HOSZF, TUPRF, AKCMF, TKOFF, VEKSF]  The securities of the company are not listed

but trade over-the-counter in the United States.  In the US, retail sales and/or distribution of this report may be made only in states where these securities are
exempt from registration or have been qualified for sale.  MLPF&S or its affiliates usually make a market in the securities of this company.

Opinion Key [X-a-b-c]:  Investment Risk Rating(X): A - Low, B - Average, C - Above Average, D - High.  Appreciation Potential Rating (a: Int. Term - 0-12 mo.; b: Long
Term - >1 yr.): 1 - Buy, 2 - Accumulate, 3 - Neutral, 4 - Reduce, 5 - Sell, 6 - No Rating.  Income Rating(c): 7 - Same/Higher, 8 - Same/Lower, 9 - No Cash Dividend.

Copyright 2001 Merrill Lynch, Pierce, Fenner & Smith Incorporated (MLPF&S).  All rights reserved. Any unauthorized use or disclosure is prohibited. This report has been
prepared and issued by MLPF&S and/or one of its affiliates and has been approved for publication in the United Kingdom by Merrill Lynch, Pierce, Fenner & Smith Limited,
which is regulated by SFA; has been considered and distributed in Australia by Merrill Lynch Equities (Australia) Limited (ACN 006 276 795), a licensed securities dealer
under the Australian Corporations Law; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Ltd, which is regulated by the Hong Kong SFC; and is distributed in
Singapore by Merrill Lynch International Bank Ltd (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd, which are regulated by the Monetary Authority of Singapore.  The
information herein was obtained from various sources; we do not guarantee its accuracy or completeness. Additional information available.

Neither the information nor any opinion expressed constitutes an offer, or an invitation to make an offer, to buy or sell any securities or any options, futures or other
derivatives related to such securities ("related investments").  MLPF&S and its affiliates may trade for their own accounts as odd-lot dealer, market maker, block positioner,
specialist and/or arbitrageur in any securities of this issuer(s) or in related investments, and may be on the opposite side of public orders.  MLPF&S, its affiliates, directors,
officers, employees and employee benefit programs may have a long or short position in any securities of this issuer(s) or in related investments. MLPF&S or its affiliates
may from time to time perform investment banking or other services for, or solicit investment banking or other business from, any entity mentioned in this report.

This research report is prepared for general circulation and is circulated for general information only.  It does not have regard to the specific investment objectives,
financial situation and the particular needs of any specific person who may receive this report.  Investors should seek financial advice regarding the appropriateness of
investing in any securities or investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be
realized.  Investors should note that income from such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Accordingly, investors may
receive back less than originally invested.  Past performance is not necessarily a guide to future performance.

Foreign currency rates of exchange may adversely affect the value, price or income of any security or related investment mentioned in this report.  In addition, investors in
securities such as ADRs, whose values are influenced by the currency of the underlying security, effectively assume currency risk.
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