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ISTANBUL: Efforts to clean up Turkey’s bad
debt have stalled after bankers rejected or put
on hold initial plans, according to people familiar
with the matter, frustrating the country’s at-
tempts to leave behind the worst of last year’s
currency crisis.

Interviews with more than a dozen bankers,
company executives and advisers show that there
has been little progress over the past three months
with plans to help lenders to Turkey’s construction,
real-estate and energy companies that can no
longer afford roughly $20 billion of debt.

“Everything is just at a standstill,” said a
banker involved in discussions between lenders,
companies and government officials, who asked
not to be named. “The government and everyone
is in wait-and-see mode before they take any
further action, and people are looking to next
year.” A key obstacle has been a lack of appetite
by both the debt-laden companies and their
lenders to take drastic measures to restructure
the debt, in part because of hope that the econ-
omy will soon rebound and improve business.
There has also been scant direction from Ankara,
the people say.

How quickly and credibly Turkey can execute
the bailout could determine whether the Middle
East’s largest economy returns to growth later this
year, or risks a protracted recession and another
crisis that again roils other emerging markets,
banking and industry officials say. Turkish Presi-
dent Tayyip Erdogan’s government in April an-
nounced that off-balance-sheet funds would be
created to help restructure energy and real-estate
loans, but it has not presented a detailed strategy.

In a statement to Reuters Wednesday, the
Turkish Treasury said banks “have not yet
reached agreement on a fund model” but that
the restructuring efforts continue. The Treasury
said further that it is up to the banks to decide
on which solution they choose but that the gov-

ernment supports a fund structure that “will
transfer our banks’ problem loans to investors,
provide entry of fresh resources to our financial
system, and allow our banks the opportunity to
focus on their primary duties of provision and
management of credits.”

“The important thing is for the problem to be
solved permanently without being pushed back,
and for credit channels to be opened again,” the
Treasury added. Loan restructuring allows a
company facing cash flow problems to renego-
tiate delinquent debts with lenders, enabling it
to continue operations and avoid potential
bankruptcy.

The government has said it will not directly
fund a bailout, but it does have the authority to
shape restructuring procedures. Lenders and in-
debted companies are looking for the state’s as-
sistance in areas such as reducing restructuring
costs through tax breaks and making it easier
for foreign investors to acquire bad debt, three
sources say. A draft law currently being debated
in parliament removes some obstacles to dealing
with the bad debt by introducing tax exemptions
for loan restructuring and legal protection for
bankers. “A model where the state provides
funding for restructuring is not on our agenda at
the moment,” the Treasury said in its statement
to Reuters.

Construction debt 
Turkey’s large construction and energy sec-

tors, which had for years indulged in cheap for-
eign credit, continue to struggle to service
billions of dollars of debt after sharp declines in
the lira last year. A recent rebound in the cur-
rency - albeit modest in comparison to last
year’s 30% slide - has removed some of the ur-
gency but the size of the bad debt remains sig-
nificant, a restructuring consultant said.

According to official figures, non-performing

loans in the construction industry totaled 15 bil-
lion liras ($2.63 billion) as of May, but some in-
dustry specialists say the total could be closer
to $10 billion. The problems for construction
companies are particularly acute because unlike
energy providers - which continue to earn rev-
enues from customers - they face a lack of cash
flow while building projects are stalled, industry
specialists say.

One key reason for the lack of progress in re-
structuring the construction sector’s bad debt is
sharp disagreement over the value of partly built
or vacant condominiums, offices and shopping

malls across the country, leaving banks and
companies unwilling to buy or sell assets, several
of the people Reuters interviewed said. That led
to the rejection in May by private banks of a
proposal by state lender Ziraat Bank, which is
leading restructuring talks between construction
borrowers and creditor banks, according to two
people familiar with the matter.

Ziraat had proposed a plan to enable banks
to move bad debt from their books into an off-
balance-sheet vehicle, guaranteeing them inter-
est income in the near term and repayment of the
loans within 10 years. — Reuters
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Golden chance 
to become 
skywards 
gold member
KUWAIT: Summer just got better with Emirates Skywards of-
fering all its members the chance to upgrade their membership
to the coveted Gold tier. For a limited time, Emirates Skywards
Silver and Blue members can now hop straight to Gold when
they buy return Business Class Flex or Flex Plus tickets to over
80 exciting destinations on the Emirates or flydubai network.

Members must register for the offer and book between 18
and 26 July 2019 for travel between 18 July and 20 August 2019.
The traveller’s membership will be updated automatically to
Gold after completing the return journey. Not an Emirates Sky-
wards member yet? Not a problem. New members can also take
advantage of the fantastic offer by joining for free and register-
ing via emirates.com or the Emirates App between 18 and 26

July 2019. The Emirates App is available for both iOS and An-
droid devices.  Love luxury? Then you will love the Emirates
Skywards Gold membership. From complimentary Business
Class lounge access for member and one guest, priority bag-
gage, check-in and boarding to additional 16kg checked bag-
gage allowance, unlimited Wi-Fi, 50 percent bonus Skywards
Miles, complimentary seat selection - members enjoy all these
benefits and much more.

Click here for the term.s and conditions, including informa-
tion on the eligible origins and destinations and excluded
routes.  Photo caption: Experience Emirates’ award-winning
Business Class to select destinations and upgrade to Emirates
Skywards Gold.

Emirates Skywards, the award-winning loyalty program of
Emirates and flydubai, offers four tiers of membership - Blue,
Silver, Gold and Platinum - with each membership tier pro-
viding exclusive privileges. Emirates Skywards members earn
Skywards Miles when they fly on Emirates, flydubai or part-
ner airlines, or when they use the program’s designated ho-
tels, car rentals, financial, leisure and lifestyle partners.
Skywards Miles can be redeemed for an extensive range of
rewards, including tickets on Emirates or flydubai plus Emi-
rates Skywards partner airlines, hotel accommodation, excur-
sions and exclusive shopping.

ISTANBUL: A man looks at cheeses at a shop at the historical spice bazaar at Eminonu district
in Istanbul. — AFP


