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•••
1. Introduction 

Firstly, I briefly defined the household durable goods sector and the Vestel's position and

later Vestel's group of companies, company history and the vision ofVestel is explained.

There after, I defined Vestel's situation in the market in terms of its business strategy,

production capacity and also its sales are given. Vestel's new product development, its

position in the EUmarket, the market competition and Vestel's competitive advantages are

demonstrated.

Secondly, I explained the meaning of income statement, dollar and percentage changes,

statement of owner's equity, cash flow and balance sheet that are needed to make financial

analysis. Then I showed Vestel's balance sheets and income statements of 1999, 2000, 2001,

2002, 2003 and 2004 is shown that is taken by IMKB.

Later, I made an financial analysis that are consisting of, percentage changes besides

that, analysis oflong and short term credits , basic ratio analysis is made under the dollar and

percentage changes, liquidity ratios, profitability ratios and solvency detailed with formulas

and calculations. Reasons for the changes in the ratios are given and then these ratios are

compared with Vestel's major competitors in the market and also with the industry. Again

Vestel's recent consolidated cash flow statements are given in this part.

Conclusions and recommendations are made regarding Vestel's situation in its market and

its future trends.
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2. Household Durable Goods Sector and Vestel's Position 

Household Durable Goods Sector is one of the main locomotive sectors of the Turkish

economy. After the role of the private sector increased in the 1980s many private companies

in this area began to develop. The state intervention in the economic affairs prevented the

development of such companies in the Turkish economy and because of this Turkish economy

lost so much foreign exchange and also the human capital of the Turkish economy could not

develop. However, in the last decade of 1990 many new private companies are established.

The Durable Household Goods Sector is one of these sectors. Now in the year 2004 this sector

has become a very quickly developing sector. Vestel has become the leading company in the

sector and it is making investments abroad all over the world. In this project Vestel is

analyzed in its business development within the context of its major domestic competitors and

the changes seen in the sector. Vestel's business activities in relation with its major

competitors of Beko, Alorko, Profilo and Ihlas Holding is made.
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3. Vestel Group of Companies 

Vestel Group is made of seventeen companies operating in manufacturing, R&D,

marketing & sales in the consumer electronics, digital technologies, and white goods

industries. Vestel Group of Companies is formed after Vestel Elektronik Inc. participated into

the organization of Zorlu Holding. The major companies in the group include Vestel

Elektronik, Vestel Dış Ticaret, Vestel Dayanıklı Tüketim Mallan Pazarlama, Vestel

Danışmanlık, Vestelkom, Vestel USA, Vestel Bilişim, Vestel Beyaz Eşya, VestelNet, Veseg

GmbH, Vestel Fransa A.S. ve Vestel Hollanda BV ve Collar Holding BV, Vestel IBERIA,

Vestel Taiwan, Dexar and Vestel Cabot.

The product range includes digital satellite and terrestrial receivers, Plasma TV, TFT

LCD TV, Integrated Digital TV, Integrated Hard Disc TV, Conventional TV, DVD Player,

DVD AV-Receiver, DVD Recorder, and Divx Players, PC Monitors, personal computers,

non-frost and static refrigerators, air conditioners, washing machines. The product groups are

differentiated in order to provide customers a wide selection range.

The Group's software company in the UK develops digital television software and applies

MHEG-5 technology, enabling enhanced interactive facilities in digital receivers.

Since its establishment in 1984, Vestel has been pioneering development of the electronics

industry in Turkey with innovative, high quality products. The Group has been continually

incorporating the latest technological developments in its production processes, increasing its

capacity, and expanding it production flexibility to meet the demands of its international

clients.
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Vestel Group of Companies makes exports to l 07 countries including Europe, CIS, Asia,

Middle East, Africa and Latin America. In 2000 it was the leader in exports with 548 million

522 thousand dollars. lt exports more than 90% of its production. It has a market share of 20%

in the developed countries of Europe and 5% in the world. These rates have increased

continuously in the recent years.

Vestel has production facilities with 100,000 m2'lik in Manisa, it has more than 4,000

employees. It produces air-conditions, refrigerator, monitors, colored TV, satellite receiver,

PC, tuner and Internet TV. For example, in 1999 it has produced 3,9 million colored TV and

produced 55,4% of the total in the Turkish market. Vestel has ISO 9002 certificate. It is the

leader in the production of monitors of 1,000,000 units in Turkey. In 2000 it has increased its

TV production by 27%. Its products comply with European standards and can compete with

its European counterparts.

Vestel continued its success in the white goods sector too. It established its white goods

factor in the second part of 1999. It began production of new generation static and non-frost

refrigerators. With its new white goods factor it doubled its market share. It the year of 2000 it

has exported more than 100,000 refrigerators. In 2001 this number was 225.000 units. Besides

that Vestel established its split air-condition factory in 1999 with a capacity of 250.000 units.

It exported 7.000 units of air-condition in 2000. Vestel's total value of exports in 2003 is 1.5

billion USD, and the target for 2004 is 2 billion USD.
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3.1. Company History 

The Vestel Group has been the leader in Turkey's consumer electronics sector since the

foundation ofVestel Electronics in 1984. In the following years, the Group expanded its

operations into television components, personal computers, PC monitors and white goods.

After nearly a decade of big growth, the Vestel Group suffered a brief period of decline

under its previous owner in the early 1990s. But it began to improve after it was taken by the

Zorlu Group in 1994. The Zorlu Group has invested in new capital resources, experienced and

entrepreneurial management team, and brought into Vestel and a new focus on quality and

customer satisfaction.

Between 1995 and 1997, the Zorlu Group invested more than US$ 40 million in expanding

and modernizing the Vestel Group's capacity and business organization. During the same

period, the Vestel Group raised it consolidated net sales and exports by 148% and 190%

respectively in US$ terms, and its after tax earnings by more than 500%. The Vestel Group's

rapid recovery reflects its majority shareholders' commitment to unconditional customer

satisfaction through new and improved products, a variety ofproduct features, and

competitive prices. It also reflects the far-sighted manufacturing strategies of its management

team.

Vestel's strategy is quality, innovation, and fast delivery. To support this, the Group has

been continually investing in new technologies, increasing its capacity and expanding its

production flexibility. At the same time, it has been pursuing vertical and horizontal

integration to enhance control over final quality of its products and to optimize scales of
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production. This strategy has enabled Vestel to secure its position as a first class OEM

Company, meeting a wide range of specialized needs and ensuring consistent high quality

products.

Vestel's research and design teams are the first in Turkey to develop proprietary product

processes. In order to follow up the new technologies, the Group established Vestel USA in

designs and Vestel is the only developer of micro-controller software for use in its production

1998, and acquired Cabot Communications in the UK, which develops and offers broadcast

TV technology solutions.

Subsidiary companies of the Group located in various countries in Europe play an

important role in penetrating the European market and expanding Vestel's export markets.

Vestel is the export leader of Turkey with revenues of over US$ 1.5 billion. This revenue

stream combined with the Group's rapid growth in international markets has established

Vestel as one of the worldwide consumer electronics leaders. Vestel sells its products in 11 O

countries including Europe, The CIS, Asia, and The Middle East, Africa, America, and

Australia.
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3.2. Vision of Vestel: Turkish for Technology

In this context, Vestel's powerful corporation, with very good and diverse exports and

employment capacity, add value to the Turkish economy and through this Vestel continues to

grow alongside the Turkish economy.

Vestel's production exceeded 12 million in 2003 with an export turnover of $1.5 billion. Its

targets for 2004 are 23 million in production and $2.2 billion in export revenue as well as

continuing its position as the number 1 exporter in the country. Vestel's production will be

40 million units in 2006 and an export turnover of $4 billion.

Vestel is proud that with its very good know-how, R&D and global production facilities

Vestel is today able to globally brand the meaning ofVestel as "Turkish for Technology".

Vestel is investing in tomorrow. This is what all 22,000 employees, as well as Vestel's

outlets, co-partners customers and shareholders believe in. It is they who have empowered

the Zorlu Group and together increased its competitive power in the global market.
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4. Vestel and the Market

4.1. Vestel's Business Strategy 

- Vestel wants to make sustained and controlled growth in both revenues and profitability in

its core business activities. Vestel focuses on continuous production of high quality consumer

products.

-Europe will remain the major target market for Vestel and the company aims to remain close

to the market in order to respond the new trends and add new products to its existing

portfolio.

-Vestel plans to invest more in R&D to stay the leader in its market.

-Geographical expansion is going to be the main engine of growth in the next years for

Vestel; first in Russia and India will be areas of main focus.

- The key growth areas that have been identified by Vestel as areas for focus are consumer

electronics and white goods..
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4.2. VesteJ's Production Capacity 

Breakdow of Production Capacity
Product (Units) 2000 2001 2002 2003 2004F 2005F 2006F 2007F
TV 6000 000 6.500.000 7.000.000 8.000.000 12.000.000 12.000.000 13.000.000 13.000.000
Refıigerators 600.000 600.000 700.000 1.200.000 2.000.000 3.500.000 3.500.000 3.500.000
Washing l'vlachine 700.000 700.000 700.000 2.000.000 2.000.000 2.000.000
NC 350.000 350.000 350.000 500.000 500.000 500.000
Dgital 880.000 1.050.000 3.000.000 4.500.000 7.000.000 12.000.000 12.000.000 12.000.000
o.en 700.000 700.000 700.000
Total 7.480.000 8.150.000 11.750.000 14.750.000 22.050.000 30.700.000 31.700.000 31.700.000

- Vestel's production capacity in digital products will expand over the period of2003-2005.

Demand for digital products in particular is expected to rise sharply in the near future.

Increased capacity reflects this.

- The greater part of this capacity is earmarked for the larger EU market.

- The expansion of the production line at Vestel White is reflected in the increased number of

refrigerators and washing machines being produced.
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4.3. Vestel's Sales 

-oıaı Sales (Units) 2000 2001 2002 2003 2004F 2005F 2006F 2007F
5.317.455 4.615.776 6.355.798 7.669.291 10.750.000 11.000.000 11.500.000 12.000.000

"'efrigerators 235.955 429.336 723.606 1.135.871 1.630.000 2.300.000 2.920.000 3.180.000
vashinq Machine 80.763 38.999 37.734 84.024 585.000 730.000 930.000 1.030.000
C 25.143 32.517 57.246 189.359 240.000 300.000 360.000 420.000

Digital 836.674 975.731 2.422.051 4.728.605 7.200.000 7.950.000 9.000.000 9.750.000
Oven 500.000 600.000 600.000
-oıaı 6.495.990 6.092.359 9.596.435 13.807.150 20.405.000 22.780.000 25.310.000 26.980.000

evenue Breakdown
SD m 2003 H12004 2004F 2005F 2006F 2007F
om es tic 331 304 545 569 606 640
xport 1.896 919 2 .402 2.775 2.916 2.993
ota I 2.227 1.223 2.947 3.344 3.522 3.633
ercentage
omestic 15% 25% 18% 17% 17% 18%
<port 85% 75% 82% 83% 83% 82%

Sales of CTVs are expected to continue to represent the greater part of revenues going

forward.

sales of Digital Products will become of greater importance to the company over the

next three years as Vestel expands this business to meet demand.

The export market will continue to dominate revenue streams.

Revenues from export sales are received in hard currency maintaining a "natural

hedge" against any risk posed by Vestel's foreign currency denominated debt.

- Sales of Japanese products stood at 19% in 2003. This is expected to grow to represent

in the region of 25-30% by 2007.
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.f.3.l. Export Sa]es

::own of Export Sales
:.is (Un its) 2000 2001 2002 2003

4.915.526 4.418.782 6.086.779 7.143.976
7 O .7 24 320.440 610.292 890.000

2 2 .o O O
5 .146 1O.o21 2 2 .2 8 9 11 4 .00 O

640.058 952.368 2.367.695 4.347.407

5.631.454 5 .7 O 1 .611 9 .o 8 7 .o 5 5 12.51 7 .3 8 3

11.150.000
2.700.000

750.000
300.000

8.500.000
450.000

23.850.000

2004F 2005F 2006F
10.000.000 10.200.000 10.700.000

1 .180.000 1.850.000 2.450.000
335.000 470.000 660.000
145.000 2 00 .000 250.000

6.600.000 7.250.000 8.000.000
375.000 450.000

18.260.000 20.345.000 22.510.000

2007F

Market Share by Country(%) TV fU nits

2001 2002 2003
2 2 ,5 9 2 6 ,4 7 2 7 ,3 7
8 ,6 7 1 5 ,8 O 15,63

1 O ,4 2 1 5 ,8 5 1 4, 1 7
1 8 ,51 2 5 ,2 7 3 7 ,51
6 ,4 8 9 ,7 7 17,28
2 ,51 4 ,7 O 1 O ,89

14,54 15,64 2 9 ,3 3
4 ,2 4 12 ,2 7 11,73

Breakdown of Exports by Country(% revenue)-TV
Country 2001 2002 2003

Uk ra ine/Russ ia/8 ela rus
4 ,84 5, 19
2,68 2 ,64
4, 11 2, 11
3 ,2 5 2 ,02
1, 15 1,4 3
0,85 1,24
19,98 17 ,41

23,99
18,08
1 O ,54
11, 1 O
9,7 5
4, 1 O
2 ,03
2 ,65
2 ,21
1,29

14,26

Germ any 27,27 28,44
UK 13,23 19,61
France 1 2, 1 2 11 , 5 7
Spain 10,52 8,34
ita ly

Netherlands
ıraq
Sweden
Austria
ROW

-Exports sales will continue to be dominated by TV and Digital Products and to a lesser

degree, white goods.

- The production of oven is to be started in 2005, with the majority ofproduction to be

exported.

- Market share in the key export markets of Germany, UK, France, Spain and Italy remains

healthy and is expect remain sound in the face of competition.

SA-ES 2001 2002 2003 H12004 

Euro USD TL Euro USD TL Euro USD TL Euro USD TL
c-. 87% 7% 6% 87% 6% 7% 84% 9% 7% 72% 21% 7%
Oı;ı:al Products 95% 0% 5% 94% 0% 6% 88% 1% 11% 92% 3% 5%
~erat ors 36% 9% 55% 56% 6% 38% 36% 13% 51% 45% 15% 40%
H Conditioning 5% 3% 91% 10% 3% 87% 18% 4% 78% 16% 4% 80%
'II =rıing Machine 0% 0% 100% 0% 0% 100% 8% 0% 92% 40% 2% 58%
o.ıeraıı 75% 6% 19% 79% 6% 15% 78% 6% 15% 77% 6% 17%

Sales continue to be predominantly in hard currency with EUR sales (78%) and USD

sales (6%) representing 84% ofrevenues in 2003.

This trend is expected to continue with Colour TVs, Digital Products and white goods

dominate sales, mainly exports.
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4.3.2. Domestic Market 

Breakdown of Domestic Sales
Products (Units) 2000 2001 2002 2003 2004F 2005F 2006F 2007F
TV 401.929 196.994 269.019 525.315 750.000 800.000 800.000 850.000
Refrigerators 165.231 108.896 113.314 245.871 450.000 450.000 470.000 480.000
Washing Machines 80.763 38.999 37.734 62.024 250.000 260.000 270.000 280.000
Air Conditioning 19.997 22.496 34.957 75.359 95.000 100.000 110.000 120.000
Digital Products 196.616 23.363 54.356 381.198 600.000 700.000 1.000.000 1.250.000
Oven 125.000 150.000 150.000
Total 864.536 390.748 509.380 1.289.767 2.145.000 2.435.000 2.800.000 3.130.000

Domestic Sales

DomesticMarket
Growth Rates 2001 2002 2003 2004F 2005F 2006F 2007F 
TV -44% 13% 59% 15% 10% 5% 5%
Refrigerators -31% 7% 25% 12% 10% 9% 7%
Washing Machine -44% 4% 31% 12% 10% 9% 7%
A/C 12% 10% 9% 7%

- The domestic market, owing to its smaller size, will continue to play second fiddle to

Vestel' s export business.

- However, growth in the domestic markets for CTVs, Digital Products and White Goods are

expected to remain sound, and as such sales ofVestel products across the board are expected

to increase steadily over the next four years.

- is a more even spread to the company's product sales with White Goods (Refrigerators,

Washing Machines and Ovens) and Air Conditioning Units making up a large percentage of

anticipated sales over the corning years.

- Vestel's market share of the Turkish CTV market is a healthy 32% and though still ranking

2nd behind Beko with 41 %, Vestel has been steadily eroding their market position over the

last two years. Vestel's 2001 market share was 3rd with 21 %, whereas Beko had 54% of the

market.

Domestic Market Shares
for CTVs Vestel Bek o
2001 
2002 
2003 
H12004 

%21
%25
%32
%32

%54
%44
%41
%41

Te Ira ımeer Philies
%22 %2 %1
%23 %4 %4
%20 %3 %4
%21 %3 %3
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4.4. New Product Development 

- New product development is an area of great focus and importance for Vestel.

- The company recognizes that they operate in a highly competitive market, where technology

is advancing all the time. Vestel the manufacturing capability and the sophistication to stay at

the cutting edge of both the Colour TV and Digital Products markets.

- Vestel currently has a strong new product pipeline and aim to maintain a sound level of

spending on the R&D front in order to ensure that this position is maintained.

- The company's commitment to new product investment is well illustrated by the planned

USD 71m of investment planned at Vestel White in 2004.

- New product pipeline includes the new versions of:

- Televisions-Big Screen, TFT LCD TV, Hard Disk Integrated TV-New generation Flat TVs

produced simultanously with the giants.

-AC/DC TV, TV-DVD Combi

-Wide Screen TV, Flat TVs

- DVD-Players, AV Receiver, Recorder

- Divx Player-DVB, IDTV

- Refrigerator-48cm Wide, New No Frosts

- Air Conditioner -R407C Refrigerant

- Washing Machine-4 different styles
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4.5. Vestel's Competitive Position 

Vestel's business position both in the European market and domestically in Turkey is

enviable. Vestel 's position in the export market is strong with impressive overall market share

of about 20% of Europe's (East and West Europe excluding Russia) colour TV market. The

company is particularly well positioned in the German, UK and Spanish markets where it has

a market share of27%, 16% and 38% respectively in 2003. Vestel accounts for 52.98% of

Colour TVs exported from Turkey. Vestel 's export business is also more important to the

company with Colour TVs exported of 7,143,976 units accounting for 89.2% of the

company's production capacity of TVs of 8,000,000 units. Total export sales have reached

USD 1.898mn in 2003.

-Vestel has one of the leading brands in the Turkish Colour TV market. This is reflected in its

domestic market of 32% by units sold. This places Vestel 2nd in Turkey behind BEKO (41 %

market share) and ahead ofprofılo (21 % market share).

- Vestel's competitive position in the export market is underpinned by a number of key

factors.

-Colour TVs exported by Vestel to the EU are free of Customs Duty owing to the existing

Customs Union agreement between Turkey. Similarly, Colour TVs originating in Turkey are

not subject to anti-dumping duty as there are no anti-dumping proceedings in the EU against

Colour TVs originating in Turkey.

-Vestel has cutting edge technology with regard to design and production of Colour TVs and

digital products.
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-This technology combined with greater manufacturing and distribution flexibility than their

competitors, enables Vestel to respond to the demands of a highly segmented European

market.

4.6. Vestel's Competitive Advantages 

Products 

- Effective and efficient production management

- Wide range of products and models

- Ability to tailor products to meet customer requirements

- Strong R&D and software development capabilities

Brand 

- Strong track record and reputation as a reliable supplier

- No brand conflict in international markets

- Highly recognized brand in Turkey

- Brand can be leveraged for new products

Cost 

- Relatively low labour costs

- Geographic proximity to Europe

- Customs Union tax advantage for the EU market. 0% Customs duty payable on exports

- Anti-dumping tax in place for Asian competitors

- Favorable freight costs

Management 

- Innovative, dynamic and committed

- Quick to respond to changing customer needs

- Proven track record in collaboration with global giants
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