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Margins Strengthen 
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VakıfBank has reported a net profit of TRY 28.1bn in 4Q25, 

representing a 136% QoQ increase. The reported earnings 

exceeded both our estimate and the market/consensus 

expectations by 20%. The strong QoQ improvement in profitability 

was driven by a marked increase in net interest income as well as 

a decline in provisioning expenses, while the Bank maintained a 

strong profitability performance despite setting aside TRY 4bn in 

general provisions during the quarter. Following these results, 

VakıfBank’s full-year 2025 net profit reached TRY 70.1bn, up 73% 

YoY, with ROE and ROA standing at 27.3% and 1.5%, respectively. 

On the net interest income front, net interest income increased 

by 91% QoQ. While the 84% QoQ rise in income from CPI-linked 

securities, driven by base effects, made a meaningful 

contribution to the headline growth, the underlying 

performance was even stronger, with net interest income 

excluding CPI-linked incomes and including swaps increasing by 

104% QoQ, outpacing the headline growth. This indicates that 

the margin recovery is supported not only by base effects but 

also by a solid improvement in the Bank’s core net interest 

performance. The Bank’s swap costs increased by a limited 7% 

during the quarter. As a result, VakıfBank’s net interest margin 

strengthened significantly from 2.8% in the previous quarter to 

5.0%, while improving from 2.6% to 3.3% on a cumulative basis. 

VakıfBank’s NPL ratio increased by a limited 13 bps QoQ to 2.88%, 

while net expected credit loss provisions declined by 15.6% during 

the quarter. Accordingly, the coverage ratio for Stage 3 loans stood 

at 114%. The Bank’s net cost of risk declined to 64 bps on a 

quarterly basis, while ending 2025 at 122 bps. 

Following the strong increase in the previous quarter, net fee 

and commission income declined by 6% QoQ in 4Q25, while posting 

a 56% YoY growth in full-year 2025. Operating expenses increased 

by 13% QoQ and rose by 61% YoY in 2025. Accordingly, VakıfBank’s 

fee and commission income to operating expenses coverage ratio 

stood at 55.8%. 

VakıfBank’s capital adequacy ratios showed a strong recovery 

during the period. The Bank’s CET1 ratio improved from 10.0% to 

11.4%, while the total capital adequacy ratio strengthened from 

14.7% to 16.7%. 

The Bank also increased its free provisions from TRY 4bn to TRY 

8bn, thereby strengthening its prudential buffer against potential 

risks.  

We evaluate VakıfBank’s 4Q25 results as “Positive”, driven by 

stronger-than-expected earnings as well as the recovery in margins 

and capital adequacy. We raise our 12 month target price for 

VakıfBank to TRY 55.04 from TRY 52.28 and maintain our 

“Outperform” recommendation. Our updated target price implies 

a 48% upside potential from current levels. VakıfBank is trading at 

2026E P/E of 3.0x and P/B of 0.82x, based on an average ROE 

assumption of 32.4%.  
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