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In May, the banking sector’s net profit contracted on an annual basis for the 

first time in 16 months 

According to monthly BRSA data, the Turkish banking sector’s net profit declined by 21.9% MoM and 6.6% YoY in May to TL 

58.5bn. The sector’s monthly net profit last recorded a YoY contraction in December 2024. The monthly weakness was mainly 

driven by increased trading losses and a decline in other operating income. In addition, net interest income showed a limited 

recovery following April’s sharp decline, while the decrease in net fee and commission income continued at a moderate pace. 

In a reversal from April, net interest income rebounded by 2% month-on-month to TRY 206 billion, while net fee and commission 

income edged down by 3%. Commercial losses widened by 20% to TRY 53.6 billion, whereas operating expenses eased by 6.3% 

to TRY 143.7 billion. Driven by these dynamics, the sector's monthly return on equity (ROE) retreated from 22.6% to 17%. 

While net profit contracted across the board on a monthly basis, foreign deposit banks decoupled positively, registering a milder 

decline of just 11.1% and delivering the only positive year-on-year performance (+7.3%). Conversely, the weakness was more 

pronounced among participation and domestic private deposit banks. 

In cumulative terms for the first five months of the year, the sector's 5M26 net profit rose by 29.1% year-on-year to TRY 422 

billion. While robust growth in net interest and fee-commission income supported cumulative profitability, rising operating 

expenses and expected credit losses remained the primary factors capping the overall profitability outlook. 

During this period, net interest income surged by 89.6% year-on-year to TRY 1.026 trillion, while net fee and commission income 

rose by 35% to TRY 472 billion. On the flip side, operating expenses climbed by 51% to TRY 713 billion, and expected credit 

losses increased by 36.7% to TRY 369 billion. Consequently, the sector's cumulative return on equity (ROE) materialized at 

25.0%. 

The sector's non-performing loan (NPL) ratio edged up to 2.72% in May, marking a limited increase of 4 bps month-on-month 

and 22 bps year-on-year. Meanwhile, the capital adequacy ratio (CAR) came in at 16.3% in May, remaining flat compared to 

April. 
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Net profit for domestic private deposit banks fell by 34% month-on-month to TRY 7.1 billion in May, marking a 39% decline 

year-on-year. This monthly weakness resulted from a 4.8% contraction in net interest income, a limited 0.8% dip in net fee and 

commission income, and a TRY 22-billion-plus commercial loss. On the other hand, a 7% decline in operating expenses partially 

cushioned the drop in net profit. In the first five months of the year, the group's cumulative net profit rose by 33.8% year-on-

year to TRY 88 billion. Profitability was capped by a 42.8% surge in expected credit losses, which climbed to TRY 109 billion. 

Consequently, the group's cumulative return on equity (ROE) materialized at 19.4%. 

 

Foreign deposit banks outpaced the rest of the sector in May, as their net profit fell by a milder 11% month-on-month to 

TRY 23.2 billion. The group also stood out as the only segment to post annual growth, rising 7.3% year-on-year. This 

outperformance was driven by a more contained increase in commercial losses (+6.8%) and a softer decline in other operating 

income (-15%). Meanwhile, net interest income and fee-commission income ticked up by 1% and 0.7%, respectively. On a 

cumulative basis, the group’s net profit grew by 32% year-on-year to reach TRY 133.6 billion in the first five months, supported 

by a 70.8% surge in net interest income and a 36.8% increase in fee and commission income. The group's cumulative return on 

equity (ROE) materialized at 33%. 

 

State-owned deposit banks saw their net profit decline by 15.4% month-on-month to TRY 12.9 billion in May, reflecting a 

10.5% year-on-year drop. The group decoupled positively from the rest of the sector as its net interest income grew by 12%, 

whereas net fee and commission income contracted by 10.5%. While an 11.6% reduction in operating expenses cushioned the 

slide in net profit, a 40% spike in commercial losses emerged as the primary drag on the bottom line. On a cumulative basis, 

the group’s net profit rose by 19.7% to TRY 96.4 billion, with net interest income surging by 107% to TRY 310 billion and 

commission income increasing by 34% to TRY 116.6 billion. Meanwhile, expected credit losses and operating expenses grew by 

19.5% and 54.5%, respectively. The group's cumulative return on equity (ROE) materialized at 18.6%. 

 

Participation banks saw their net profit plunge by 38.5% month-on-month to TRY 4.6 billion in May, translating into a 2.4% 

year-on-year decline. This sharp drop in net profit was driven by a 10.4% contraction in net interest income and a 3.3% shrinkage 

in fee and commission income. On a positive note, the group generated a TRY 2.9 billion trading gain and recorded a 2.7% 

compression in operating expenses. On a cumulative basis, the group's net profit rose by 17.7% to TRY 41.3 billion in the first 

five months, underperforming the sector average. While net interest income and fee-commission income expanded by 102.8% 

and 52.5%, respectively, a 71.8% surge in expected credit losses remained the primary headwind capping annual profit growth. 

Consequently, the group's cumulative return on equity (ROE) retreated to 33.2%. 
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