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VakifBank posted TRY8,023mn net income (+12% QoQ) in its
3Q24 bank-only financial statements. This is 1% below our
TRY8,081mn call and 2% above the TRY7,896mn RT consensus.
9M profit of TRY19,192mn jumped 81% YoY, beating the average
14% YoY growth of state deposit banks. This is also the best
growth rate among the banks to have announced 3Q financials
so far. 9M ROAE declined to 19.5% from 21.2% in 6M24, vs. the
budgeted low 20%s.

The main drivers of deviation from the estimated figures are: a
positive surprise in core banking revenues and other income and
a negative surprise in ECLs.

Contrary to the trend among other banks, NIl increased by 6.2%
quarterly. The limited rise in OPEX and TRY453mn trading gain
offsets the sharp 31% quarterly rise in loan provisions. The bank
management has revised down its 30% ROAE guidance for FY24
to low 20%s due to pressure on margins.

There should be no major market reaction to the results. Our
target price of TRY26.43 offers 39% upside. We model 105%
YoY earnings growth for the bank in 2024. We maintain our
“Market Perform” recommendation. The bank is trading at a
2025E P/E of 3.2x and P/BV of 0.69x (6% discount to domestic
peers) with a 24.5% ROAE.

Stands out positively with recovery in its NIM QoQ. Adjusted
NIM recovered by 110bps QoQ to 2.4%. Cumulatively, it reached
1.6%. Swap funding costs plunged by 62% QoQ to TRY4.2bn. CPI-
linker paper revenues rose by 21% to TRY24.7bn as a relatively
low 43.5% was used in valuing them. Additional TRY10bn
revenue is expected in 4Q24. The bank expects a limited
improvement in margins for the end of 2024.

Strong recovery in TL loan-deposit spread. TL loan-deposit
spread recovered strongly by 270 basis points QoQ, moving into
positive territory. The total loan-deposit spread weakened by
18 basis points to 1.7%. The strongest margins of the year are
expected in 4Q24.

Net fee and commission income rebounds QoQ. Fee and
commission income rose by 14.6% QoQ after a 1.2% decline in
2Q24. The annual increase was 104%, above budget
expectations but slightly below the 116% annual increase for
state banks. Fee/OPEX ratio decreased to 64.7% from 65.1% in
6M24.

Revival in credit growth. TL loan growth recovered from 2.8%
in 2Q24 to 6.6%. (State banks: +5.3%). FC loans increased by 8%
(in S terms) (S.B: +7.9%). YtD TL loan growth was relatively
weak at 14%, above the average 9% growth among state banks.
The bank gained 10 basis points of market share in TL loans on
a quarterly basis. High 10% growth in TL loans and low single-
digit growth in FC loans are expected for 2024.
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Continued decline in mortgage loans. Total consumer loans increased by 7.4% QoQ after 3.6% in 2Q24. The bank gained 10 basis
points of market share on a quarterly basis. Mortgage loans fell by a further 4.3% after 4.1% in 2Q24. While GPLs increased by
3.6% QoQ, growth in the overdraft segment is strong at 25.2% QoQ.

Strong recovery in commercial installment loan growth. Commercial installment loan growth increased from 6.7% in 2Q24 to
16.6% QoQ. The bank gained 120 basis points of market share on a quarterly basis.

Continued market share losses in credit cards. CC rose 3.2% QoQ following 3.4% decline in 2Q24. The bank lost 40 basis points
of market share on a quarterly basis.

Ongoing market share gains in demand deposits. TL deposits increased by 10% (S.B: 10%) following a 2.4% decline in 2Q24. The
FX side fell by 2.9% ($ basis) (S.B: 2.6%). The TL market share rose by 30 basis points on a quarterly basis to 14.3%. The FX side
fell by 80 basis points to 10.6%.

Improvement in liquidity. The TL LDR eased by 240 basis points quarterly to a very favorable level of 74%. The weight of demand
deposits in total deposits rose by 240 basis points QoQ to 28.3%, while the market share rose by 50 basis points QoQ to 10.4%.

Continuing limited quarterly decline in KKM. The quarterly decline in KKM was 8.8%, falling behind the 25% decline of the
sector. KKM's weight in TL deposits fell by 260 basis points QoQ to 12.4%. The bank's KKM market share also increased by 230
basis points QoQ to 13.1%.

Sharp rise in net NPL inflows. The NPL ratio increased by 40 basis points quarterly to 1.8%. Total CoR (net) increased to -20
basis points from -77 basis points vs. the budget expectation of a slightly positive performance.

Continuing decline in total loan coverage ratio. The bank's Stage 2 and Stage 3 coverage ratios fell by 200 and 770 basis points
QoQ to 17.6% and 68.9%, respectively. The weight of Stage 2 loans in total loans also increased by 10 basis points QoQ to 7.9%.
The total loan coverage ratio fell by 10 basis points QoQ to 3.2%.

Limited quarterly increase in operating expenses. The increase rate was limited at 6% quarterly and 82% annually, and was
above the annual increase rate of 62% for state deposit banks. (Budget: 50% increase). C/I Ratio increased to 42.7% from 39.7%
in 6M24.

Recovery in capital adequacy. The bank’s CAR and Tier 1 ratios increased by a strong 150 and 20 basis points on a quarterly
basis to 16% and 13.4%, respectively. State banks’ capital adequacy ratio improved by an average of 88 basis points on a quarterly
basis in 3Q24.
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Figure 1: Summary balance sheet

(Bank-only, TRYmn) 9M23 6M24 9IM24 QoQ YoY YtD
Cash and cash equivalents 395,533 660,859 770,172 16.5% 94.7% 48.7%
Cash and CBT 335,064 591,900 696,809 17.7% 108.0% 80.7%
Banks 51,689 64,986 70,491 8.5% 36.4% 37.9%
Money markets 8,800 4,416 3,396 -23.1% -61.4% -95.8%
Security portfolio 576,850 743,276 810,207 9.0% 40.5% 22.8%
Financial Assets at Fair Value Through P&L 29,743 5,828 2,308 -60.4% -92.2% -93.3%
Financial Assets at Fair Value Through Other Con 234,257 405,088 462,617 14.2% 97.5% 64.5%
Financial Assets Measured at Amortised Cost 312,849 332,360 345,283 3.9% 10.4% 0.3%
Derivative Financial Assets 28,883 26,268 33,832 28.8% 17.1% 15.6%
Performing Loans 1,383,359 1,707,521 1,855,120 8.6% 34.1% 23.7%
TRY loans 972,126 1,106,674 1,180,148 6.6% 21.4% 14.2%
FX loans 411,234 600,847 674,972 12.3% 64.1% 44.8%
FX loans (in §) 15,022 18,295 19,800 8.2% 31.8% 24.8%
Loans 1,403,956 1,731,833 1,888,513 9.0% 34.5% 24.3%
TRY loans 992,723 1,130,986 1,213,541 7.3% 22.2% 15.3%
FX loans 411,234 600,847 674,972 12.3% 64.1% 44.8%
Non-performing loans 20,597 24,312 33,393 37.4% 62.1% 68.5%
Expected Credit Loss 51,961 56,734 60,073 5.9% 15.6% -2.5%
12 Month Expected Credit Loss (Stage |) 13,814 11,786 10,818 -8.2% -21.7% -38.5%
Significant Increase In Credit Risk (Stage Il) 21,138 26,272 26,190 -0.3% 23.9% -5.8%
Credit Impaired Losses (Stage Ill/Special Provisic 16,970 18,628 23,011 23.5% 35.6% 42.6%
Total assets 2,448,991 3,237,503 3,568,979 10.2% 45.7% 27.6%
Deposits 1,700,644 2,152,316 2,305,003 7.1% 35.5% 17.5%
TRY deposits 1,074,193 1,449,998 1,597,165 10.1% 48.7% 27.4%
FX deposits 626,451 702,318 707,838 0.8% 13.0% 0.0%
FX deposits (in $) 22,884 21,385 20,764 -2.9% -9.3% -13.7%
Funds borrowed 199,683 274,730 290,073 5.6% 45.3% 30.9%
MM 134,712 262,470 326,613 24.4% 142.5%  146.8%
Securities issued 108,762 142,710 183,041 28.3% 68.3% 54.7%
Leasing debts 2,662 4,250 5,070 19.3% 90.5% 76.6%
Subordinated debt 30,904 54,488 82,743 51.9% 167.7%  140.3%
Shareholder's equity 153,234 191,259 201,166 5.2% 31.3% 17.3%
Total liabilities 2,448,991 3,237,503 3,568,979 10.2% 45.7% 27.6%

Source: Bank financials, Seker invest Research

Figure 2: Summary income statement

(Bank-only, TRYmn) 3Q23 2Q24 3Q24 QoQ YoY Sep-23 Sep-24 YoY
Interest income 87,036 166,894 187,612 12.4% 115.6% 182,615 492,823 169.9%

Loans 51,750 113,947 127,080 11.5% 145.6% 115,204 338,879 194.2%

Banks 314 3 320 -3.4% 1.9% 971 925 -4.7%

Securities 34,152 38,434 45,468 18.3% 33.1% 64,119 116,555  81.8%
Interest expense 71,888 148,268 167,823 13.2% 133.5% 159,253 436,706 174.2%

Deposits 62,110 132,321 148,768 12.4% 139.5% 134,514 389,194 189.3%

Funds borrowed 3,599 5,157 5,877 14.0% 63.3% 9,160 15,615  70.5%

Money market 3,323 6,077 7,621 25.4% 129.4% 7,770 17,353 123.3%

Debt instruments 2,554 3,854 5,109 32.6% 100.0% 6,541 12,305  88.1%
Net interest income 15,148 18,626 19,789 6.2% 30.6% 23,362 56,117 140.2%
Net fee and commission income 7,038 10,506 12,041 14.6% 71.1% 16,272 33,175 103.9%
Core revenues 22,185 29,131 31,830 9.3% 43.5% 39,634 89,292 125.3%
Dividend income 189 113 1 -98.8% -99.3% 199 116  -41.8%
Commercial profit gain/loss 6,256 -7,062 453 -106.4% -92.8% 17,806 -10,145 -157.0%
Other operating income 3,646 11,395 6,022 -47.2% 65.2% 34,047 40,761 19.7%
Gross operating income 32,277 33,577 38,306 14.1% 18.7% 91,686 120,024 30.9%
OPEX 10,464 17,643 18,767 6.4% 79.4% 40,089 51,239  27.8%
PPOP 21,813 15,934 19,539 22.6% -10.4% 51,597 68,785  33.3%
Expected Credit Loss 11,011 6,899 9,057 31.3% -17.7% 32,982 33,523 1.6%

General Provisons 10,504 4,510 2,845 -36.9% -72.9% 28,316 23,013 -18.7%

Non Performing Loans (Stage IlI/Special Provisiol 506 2,389 6,212 160.0% 1127.3% 4,665 10,509 125.3%
Other provisions 3 1,372 -890 -164.9%  -29221.2% 73 640 773.8%
Personnel Expense 4,063 7,009 7,961 13.6% 95.9% 10,453 20,685  97.9%
Other OPEX 6,401 10,634 10,806 1.6% 68.8% 29,636 30,554 3.1%
Net operating income 10,799 7,663 11,372 48.4% 5.3% 18,542 34,623  86.7%
Income/loss from inv. under equity 0 0 0 n.a n.a 0 0 n.a
Net operating income 10,799 7,663 11,372 48.4% 5.3% 18,542 34,623  86.7%
Tax provision 1,285 494 3,350 577.8% 160.7% 3,519 7,409 110.5%
Net income 9,514 7,169 8,023 11.9% -15.7% 15,023 27,214 81.1%

Source: Bank financials, Seker invest Research

Seker Invest Research Page |7



Seker S5 Invest

Figure 3: Balance sheet ratios
Balance sheet structure (as % of total assets)
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Source: Bank financials, Seker Invest Research
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Figure 4: Profitability ratios (Quarterly)
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Source: Bank financials, Seker Invest Research
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Date Recommendation Target Price (TRY)
22-Jan-18 Market Perform (MP) 7.58
22-May-18 Market Perform (MP) 7.06
08-Aug-18 Market Perform (MP) 5.47
12-Nov-18 Market Perform (MP) 3.77
17-Jan-19 Market Perform (MP) 4.26
14-Feb-19 Market Perform (MP) 4.91
13-May-19 Outperform (OP) 5.20
07-Jun-19 Qutperform (OP) 4.60
15-Aug-19 Outperform (OP) 5.76
09-Oct-19 Market Perform (MP) 5.1
14-Jan-20 Outperform (OP) 7.75
13-Apr-20 Outperform (OP) 5.78
11-May-20 Outperform (OP) 5.45
10-Jun-20 Qutperform (OP) 5.31
13-Jul-20 Outperform (OP) 6.16
10-Nov-20 Market Perform (MP) 5.10
18-Jan-21 Market Perform (MP) 5.80
06-May-21 Market Perform (MP) 4.30
09-Aug-21 Outperform (OP) 4.45
20-Jan-22 Outperform (OP) 4.90
11-May-22 Market Perform (MP) 4.90
09-Aug-22 Market Perform (MP) 5.70
07-Nov-22 Market Perform (MP) 11.10
12-Jan-23 Market Perform (MP) 13.26
01-Aug-23 Market Perform (MP) 13.54
09-Aug-23 Market Perform (MP) 15.80
09-Nov-23 Market Perform (MP) 21.70
12-Jan-24 Market Perform (MP) 19.95
09-May-24 Market Perform (MP) 26.43
08-Aug-24 Market Perform (MP) 26.43
06-Nov-24 Market Perform (MP) 26.43

Basis for 12M Recommendations

Outperform:
Underperform:
Market Perform:

Source: Seker Invest Research

The total return is expected to exceed the return of the BIST-100 by more than 10%.

The total return is expected to fall below the return of the BIST-100 by more than 10%.
The total return is expected to be in line with the return of the BIST-100.

Source: Seker Invest Research
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DISCLAIMER

1, Sevgi Onur, hereby certify that the views expressed in this research accurately reflect my personal views about the
subject securities and issuers. | also certify that no part of my compensation was, is or will be, directly or indirectly,
related to the specific recommendations or views expressed in this report.

This report has been prepared by Seker Yatirim Menkul Degerler A.S. (Seker Invest). The information and opinions
contained herein have been obtained from and are based upon public sources that Seker Invest considers to be reliable.
No representation or warranty, express or implied, is made that such information is accurate or complete and should
not be relied upon, as such. All estimates and opinions included in this report constitute our judgments as of the date
of this report and are subject to change without notice. This report is for informational purposes only and is not intended
as an offer or solicitation for the purchase or sale of a security. Investors must make their own investment decisions
based on their specific investment objectives and financial position and using such independent advisors as they believe
necessary. Seker Invest may, from time to time, have a long or short position in the securities mentioned in this report
and may solicit, perform or have performed investment banking, underwriting or other services (including acting as
adviser, manager, underwriter or lender) for any company referred to in this report and may, to the extent permitted
by law, have acted upon or used the information contained herein, or the research or analysis upon which it is based,
before its publication. This report is for the use of intended recipients and may not be reproduced in whole or in part
or delivered or transmitted to any other person without the prior written consent of Seker Invest. By accepting this

document you agree to be bound by the foregoing limitations.

Copyright © 2024 Seker Invest
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