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About TSKB Advisory Services

While TSKB supports Turkish private sector investments with its thematic loans and innovative financing
products, we continue to create added value for the business world and all of the drivers of development with
our sector specific advisory services which we have been offering for 35 years. With our advisory teams
consisting of financial advisors, engineers and economists, we guide the companies operating in the sectors
driving the Turkish economy in its journey of transformation, development and sustainability. TSKB supports
businesses to assess the risks and opportunities with data-based methods associated with environmental, social
and governance (ESG) policy and to analyse the public and political expectations.

For more inquiries and information, danismanliksatis@tskb.com.tr

This document was produced by Tiirkiye Sinai Kalkinma Bankasi A.S. (“Industrial Development Bank of Turkey”)
(“TSKB") solely for information purposes and for the use of registered broker or dealer, whether the registered
broker or dealer is acting as principal for its own account or as agent for others, or a bank acting in a broker or
dealer capacity as permitted by U.S.A. law. This document shall not to be reproduced under any circumstances
and is not to be copied or made available to any person other than the recipient. It is produced and distributed
in the Republic of Turkey. This document does not constitute an offer of, or an invitation by or on behalf of
TSKB or any other company to any person, to buy or sell any security. The information contained herein has
been obtained from published information and other sources which TSKB considers to be reliable. No liability
or responsibility whatsoever is accepted by TSKB for the accuracy or completeness of any such information. All
estimates, expressions of opinion and other subjective judgments contained herein are made as of the date of
this document. TSKB may, from time to time, have a long or short position in any of the securities mentioned
herein and may buy or sell those securities or options thereon either on their own account or on behalf of their
clients. TSKB may, to the extent permitted by law, act upon or use the above material or the conclusions stated
above or the research or analysis on which they are based before the material is published to recipients and
from time to time provide investment banking, investment management or other services for or solicit to seek
to obtain investment banking, or other securities business from, any entity referred to in this document.

Any customer wishing to effect transactions in any securities referred to herein or options thereon should do so
only by contacting a representative of TSKB.

All rights reserved. No part of this publication may be reproduced, stored in a retrieval system, or transmitted in
any form or by any means, electronic, me-chanical, photocopying, recording, or otherwise, without the prior
consent of Turkiye Sinai Kalkinma Bankasi A.S.

This document does not constitute an offer to sell, or an invitation to subscribe for or purchase, any of the offer
shares in any jurisdiction to any person to whom it is unlawful to make such an offer or solicitation in such juris-
diction. The distribution of this document in certain jurisdictions may be restricted by law. Persons into whose
possession this document comes are required by TSKB and the managers to inform themselves about and to
observe any such restrictions. No person has been authorized to give any information or to make any represen-
tation except as contained in this publication.

In making an investment decision investors must rely on their own examination of the Company and the terms
of the offering including the merits and risk involved.




Lessons from Regenerative
Agriculture

Greetings from our 19th issue!

My colleagues at the TSKB Economic Research Department came up
/ with the challenge of writing about regenerative agriculture in this issue.
» The challenge starts with explaining the importance of “regeneration”,
l which is in harmony with our “nature +” stance.

. Part of this stance involves tackling the mindset of “grow now, clean
Burcu Unuvar. PhD up later”. As sustainability is not enough to save our pale blue dot, we need
to invest in “regeneration” if we are to reverse the effects of what we have

done. The good news is that we can!

Director - Another part of the challenge is to find the right point to start
Chief Economist speaking about regenerative agriculture. There are many good picks for this,

but for me the focal point is the soil. A growing population, unplanned
€ unuvarb@tskb.com.tr urbanization, soil erosion, desertification... So many reasons why we should

not only protect our soil but also regenerate. Responsible and regenerative
agriculture supports biodiversity and carbon sequestration, utilizes both the
subsoil and the topsoil, with its contribution not only in the here and now
but also in the future.

Inflation is such a popular topic around the world, we very frequently
speak about food inflation but ignore the quality of the food or the
economic conditions of those who produce and deliver the food to us - and
yet, all of these topics are related; when we speak about food inflation or
agriculture, we are in fact striving to contribute to one goal - to leave no one
behind. That is indeed how we will handle the topic of regenerative
agriculture in this issue.

Let's imagine Istanbul as one, big, public fruit garden. If we rehandle
Istanbul from the perspective of relocation, reverse immigration and disaster
preparedness, it would be a place for everyone with less traffic, more trees
and breathing soil. | find it inspiring to think about the smiling faces of
children, eating healthy fruit picked directly from the trees. Surely this
should motivate us to keep working for the right reason?

The 2025 United Nations Climate Have you ever visited the region hit by the severe earthquake of
Change Conference (COP30) will be 2023? The road from Adiyaman from Kahramanmara§ is marke'd by

- i ) spectacular scenery, with green and fertile soil, small creeks and a railway.
held in Belém, Brazil, from November What else do | need? As an economist, if | were asked to paint a scene to
10-21. explain development through trade, | would have drawn this view.

Thinking about all the challenges facing the global economy, | find
myself seeking resilience and recalling one particular quote. Yasar Kemal, a
The 6th World Agroforestry Congress, prominent Turkish author, once wrote in his timeless piece, “Memed, My
Hawk” that “If | was iron, | would have rotted; | have endured by
becoming soil.” Indeed, soil is resilience.

themed "Agroforestry for People,
Planet, and Profit," will be held from
October 20-24. Every word | committed to paper brought me to the same conclusion:
Soil is our wealth, soil is our future. Regenerative agriculture protects our
future, facilitates production, employment, productivity, self sufficiency... all
while delivering strength and resilience to the economy. How elementary!

Here we are, enduring all these global challenges but also striving for
a better future by calling on you to think about regenerative agriculture...
for better days, for happier children running among fruit trees, for carriages
carrying the healthy harvests from the earthquake region... There is a long
way to go, and more to do... Together!
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Soil, which forms the basis of about 95% of

, is of course critical for resilient food systems.
However, it would do soil an injustice if we overlooked
the multitude of benefits that soil offers humanity other
than food production, since soil is at the basis not only of
food production, but also ecosystems and life, with the

ecosystem services it provides.

One of the services which soil provides to the ecosystem
is the carbon sequestration capacity of the soil. As the
world's second-largest carbon store after the oceans, soil
stores more carbon than the atmosphere and vegetation
combined. Reducing levels of carbon dioxide, which
account of total annual green-
house gas emissions, in the atmosphere and continuing
its safe storage in the soil is critical in limiting the rise in
global temperature. The ecosystem services of the soil are
not limited to this. The capacity of soil to hold water and
filter water both support access to clean water and
resistance to drought and floods. In addition, soil plays an
important role in protecting biodiversity with the
hundreds of organisms it hosts. A 2017 estimated
the value of all services provided by the land at USD 11.4
trillion. In the same period, the world’s GDP was USD 82.0

trillion, with Tirkiye’s GDP standing at USD 859.0 billion.

These valuable services provided by the land are now at
serious risk due to the destruction they have suffered.

One of the driving factors of this destruction is the

deep-rooted problem and an important question

world's population, which has grown steadily to triple
since the mid-1900s. The rising population has led to a
surge in food production. Moreover, data not only shows
an increase in the population but also in agricultural
production per capita. Despite this rise in per capita
agricultural production of the
world's population is facing hunger, drawing attention to
the fact that food security problems are not only a
production problem, but also a distribution problem.
With about of the food produced globally either
lost or wasted, we need to address our food systems

much more broadly than just production.

In addition, the land faces risks posed by deforestation, a
process closely related with urbanization and the
expansion of agricultural land. The loss of trees and
vegetation may leave the soil more vulnerable to erosion
while reducing the quality of the soil. Although agricul-
tural areas continue to expand at the expense of
woodland, the total share of agricultural land is decreas-
ing in parallel with urbanization. When all these factors
are combined with a growing population, there is an
overriding concern of producing higher amounts of food,
meaning the protection of soil health is often relegated

to the back burner.

The widespread use of practices such as intensive tillage,

chemical fertilizers and pesticides to increase agricultural

production puts the health of the soil at risk. Growing a
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single crop on the same land for many years in order to
increase production is another factor disrupting the
balance of the soil, causing a decrease in nutrients and
biodiversity in the soil and potentially damaging the
structure of the soil. Human activities may accelerate the
destruction of the soil by triggering natural processes
that damage the soil, along with industrial activities and
mining which increase pollution. The structure of the soil
can also deteriorate due to extreme weather events,
whose frequency and severity increase with the ecosys-

tem crisis.

Soil should be of great interest to us all because of the
ecosystem services it provides for us and the risks it faces.
So perhaps the time has come to ask the question: Isn't it

time to take a step forward for this precious resource

which takes more than a thousand years to form a layer

just a centimetre thick?

Average rainfall in
Tirkiye was 7.9 mm

in August, 6.9 mm
below the August
average.

Climate Finance

Directorate of Climate Change publishes Draft Texts on
Turkish Emissions Trading System and Turkey Carbon
Crediting and Offsetting Regulations.

The Turkish Emission Trading System (ETS) Regulation

will regulate the procedures and principles related to the
ETS. Thereby, greenhouse gas emissions from certain
activities will be monitored, reported, verified and re-
duced through a market-based system. ETS will cover
facilities with annual emissions of 50,000 tonnes of CO,
equivalent or more. Education and defence industry insti-
tutions will be excluded from this scope, while business-
es within the scope will be obliged to obtain a green-
house gas emission permit in order to continue their ac-
tivities that cause greenhouse gas emissions. Companies
which fail to submit their emissions report or operate

without permission may face penalties. The Turkish Car-

bon Offset System (TR DSS), on the other hand, will ena-

ble the production, registration, verification and trade of
carbon credits for the reduction and elimination of

greenhouse gas emissions that are not covered by the

ETS. The carbon credit produced within the scope of the
system, representing 1 tonne of carbon dioxide equiva-
lent, will be designated as a Turquoise Credit. Applica-
tions for the issuance of these loans will be received by
the Turkish Standards Institute (TSE); the TSE will also be
responsible for processes such as verification and regis-
tration of projects. Each Turquoise Credit will require a
contribution to a total of three SDGs one of them being
Sustainable Development Goal (SDG) 13, Taking urgent
action to tackle climate change and its impacts. Turquoise
Credits may also be used to offset the emissions of com-
panies within the scope of ETS. However, the extent of
the emissions which can be offset by these credits will be
limited to a certain section, to be announced by the Di-
rectorate of Climate Change in each ETS implementation

period.
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Slovenia links bond interest payments to environmental targets

has become the first European country to link its interest payments to environmental targets with its newly
issued bond. In June, the country issued a EUR 1 billion, 10-year bond, with the coupon being contingent on meeting
its greenhouse gas emission targets. If Slovenia fails to reduce its emissions by 35% by 2030 compared to 2005 levels,
it will face a 50 basis point increase in interest costs in the final year before the bond matures. Slovenia's sustainability-
linked bond has attracted more than EUR 6.5 billion in demand. The bond could set a precedent for integrating na-

tional climate commitments into public finances in the coming period.

Forest financing lags far behind what is needed

Financing for forests can contribute to climate, environment and sustainable development goals. On the other hand,
the latest published by the Forest Declaration Platform emphasizes that the amount of financing aimed at pro-
tecting and restoring forests has continued to average USD 6 billion annually in the 2021-2025 period. The report
states that the spread of new financial instruments, such as forest bonds, forest funds, debt reduction instruments and
market-based mechanisms could play an important role in achieving the goal of halting and reversing deforestation
by 2030.

Global banks increase fossil
fuel financing by more than
25% in 2024

According to the latest prepared by the
Rainforest Action Network, the financing provid-
ed by the world's 65 largest banks in terms of
assets for coal, oil and natural gas investments
increased by USD 162 billion in 2024 to reach
USD 869 billion. As a result, fossil fuel financing,
which has fallen since 2021, has increased for the
first time. Many banks had earlier announced
that they would support net-zero targets at the

United Nations COP26 climate summit held in

Glasgow in 2021.

Cambridge University and Bloomberg to launch a new bond index that
excludes companies which finance growth in fossil fuels

The new is inspired by research conducted by Cambridge University researcher Ellen Quigley. In her research,
Quigley argues that fossil fuel exclusion policies could become more effective by focusing on debt financing rather
than the stock market. Cambridge University and the United Nations pension fund have already committed to invest-
ing USD 750 million in line with the index. While the amount pledged is still limited, the index could significantly con-
strain access to capital for fossil fuel companies, which largely rely on bonds and bank loans as debt instruments. Cam-
bridge University has also encouraged more than 70 higher education institutions to invest in a short-term debt fund

that will not support growth in fossil fuels. Universities plan to invest £500 million in the fund.
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One Step Forward from Sustainability: Regeneration

Soil is an indispensable resource for both ecosystems
and the continuity of human life with the ecosystem
services it provides. However, the risks to the soil and the
extent of soil destruction reveal that we cannot
adequately protect this valuable resource. According to
the European Commission’s JRC
75% of soils are currently degraded due to factors such
as erosion, loss of organic matter and salinization of the
soil. The JRC's findings suggest that this number could
reach 90% by 2050. Soil-related risks are also relatively
common in our country with 39% of agricultural land
and 54% of pasture land struggling with erosion.

, Which is defined as the decrease in the
biodiversity of the soil due to natural and human reasons
in arid and semi-arid areas, is another important problem
seen in our country; 22.5% of Turkey's territory suffers
from a high level of desertification with 50.9% of the land

at moderate sensitivity to desertification.

One of the factors accelerating the degradation of the
soil is traditional farming methods. Excessive use of
chemical fertilizers negatively affects soil and water
quality. While monocultural practices reduce soil
biodiversity, intensive tillage weakens the soil structure
and leaves it vulnerable to erosion. Soil and many other
natural systems, in their current state, have been
destroyed far beyond the level we can sustain. In
addressing the risks faced by the ecosystems
"sustainability" has been the priority approach for many
years. However, as humanity's destruction of nature
continues unabated, sustainability alone is far short of
being the solution. As TSKB Economic Research often
emphasizes, we have reached a point where the
sustainability perspective is no longer sufficient. We
need to not only protect our land, but also actively
regenerate it. At this point, regenerative agriculture

offers a critical alternative in tackling the risks faced by

the soil and reversing the destruction caused by

traditional agricultural methods.

Based on the common elements in different definitions

regenerative
agriculture as "agricultural practices that regenerate soil
organic matter, increase soil biodiversity and the amount of
carbon sequestered in the soil, and restore the health of the
ecosystem". This understanding, which focuses on
improving and regenerating, not just protecting and
maintaining, also includes various practices such as
reduced tillage, crop rotation and mulching. In addition
to improving soil quality, these practices also increase
food security by supporting the resilience of the food
system. The pressures facing our planet mean we now
need a regenerative perspective more than ever.
Accelerating the transition to this understanding,
is crucial in

especially in the agricultural sector,

protecting both nature and the ecosystem services that

the soil provides to humanity.
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Regenerative Agriculture and
Carbon Credits

Carbon credits are an important tool in closing the
financing gap in tackling the ecosystem crisis. However, it
is vital that the carbon credits produced have a reliable,
verifiable, traceable and standardized structure. It has
been nearly three years since we discussed the issue,
and as we said then, the road has indeed proved a bumpy
one. Indeed, there have been that
have shaken confidence in the carbon credit markets.
Such volatility in the carbon market have also stimulated a
search for "quality" credits. For example, while Google had
declared that it was carbon neutral through its use of the
"Avoidance Credit" from 2007, it stopped making this
claim in 2023 and instead to becoming "net
zero" by 2030 through the use of the "Reduction Credit".’
An example of companies’ tendency towards quality
carbon credits is seen in the sale of Indigo, the world's
largest regenerative agriculture-based carbon credit
producer. Carbon credits produced by

practices also fall within the high-quality group
as they provide reductions. announced its
support for the development of regenerative agricultural
practices by increasing the carbon credits it received from

Indigo from 40,000 tonnes to 60,000 tonnes.

Carbon Credit Price (USD/tonne, 2024)
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Source: Ecosyatem Market Place, TSKB Economic Research

Carbon by Indigo produced a total of 300,000 tonnes of
carbon equivalent credits in the first three carbon harvests

between 2002 and 2024, and 630,000 tonnes in 2025. The

Renewable

%
Feridun Tur, PhD
TSKB Economic Research

@ turf@tskb.com.tr

remarkable point here is the price of the carbon credit
based on regenerative agriculture issued by the company.
The , which was USD 20 in the first harvest, increased
even further in subsequent issuances to reach a USD 60-80
band. Given the loan price of USD 2.67 for renewable
energy-based projects and USD 7.66 for agricultural
projects, according to Ecosystem Market Place data, the

high export price for Indigo is more striking.

Despite the often-justified criticism directed to carbon
credits, they are still a tool that could close the financing
gap in tackling the ecosystem crisis. The progress
achieved in Article 6, which regulates the international
carbon credits market, at the Climate Change Conference
of the Parties could mark an important turning point that
could accelerate the development of this market. The
World Bank's significant

towards supporting the

forest-based carbon credits market in 2023 and its
inclusion of a risk-facing guarantee program in the
carbon credits market through the

(MIGA), part of the World
Bank Group, during 2024 stand as important examples of
the strong institutional support for the formation of a
credible carbon credits market. Turkey is also in the
regulatory phase for both the establishment of the
Emissions Trading System and the production of
Turquoise Credits through voluntary carbon credit

markets.

"It is clear from both global and domestic trends that carbon credits markets will continue to navigate a bumpy road. The search for quality in carbon credits places the well-
planned, monitoring, reporting and evaluation processes in the limelight. Carbon credits to be produced by regenerative agriculture offer significant potential, both through

carbon storage and other associated benefits.
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Regenerative Agriculture for the Ecosystem

As we have discussed before, the destruction of soil is a
major obstacle to achieving a liveable planet.
Regenerative agriculture is a solution method that
stands out with its effect on increasing soil quality in the
fight against this destruction. However, the ecosystem
crisis, which is a multifaceted crisis, reveals that the risks
to the soil not only affect agriculture but that they have
many other repercussions. It is therefore important to
consider the benefits that regenerative agriculture can

provide from a broader perspective.

Regenerative agriculture practices bring various

solutions to a number of ecosystem problems. For
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