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Garanti BBVA posted TRY 30.4bn net income in its 

2Q26 bank-only financials (-8.8% QoQ, +7.3% YoY). The 

result exceeded our TRY 27.9bn estimate by 8.8%. The deviation 

from our forecast was driven primarily by strong growth in fee 

income and lower-than-expected operating expenses. 

Net interest income declined 5.6% QoQ to TRY 57.4bn, while 

swap costs fell 5.0% to TRY 10.5bn. Accordingly, swap-adjusted 

net interest income declined 5.8% QoQ to TRY 46.9bn (+57.2% 

YoY), and the swap-adjusted net interest margin narrowed by 

71bps to 5.05%. The contraction mainly reflects a 251bps 

increase in the TRY time deposit cost to 37.2%, while the TRY 

loan yield rose 109bps to 33.5%. The only supportive item was 

CPI-linked securities income, up 34.4% QoQ to TRY 8.1bn on 

valuation gains. 

Fee performance was the strongest aspect of the quarter. Net 

fee and commission income rose 12.3% QoQ and 35.5% YoY to 

TRY 46.7bn. 

Operating expenses declined 1.8% QoQ to TRY 47.7bn (+36.0% 

YoY), following the one-off salary adjustment specific to the 

first quarter. Garanti BBVA's fee-to-opex coverage ratio 

improved to 98.0% from 85.6%. 

Asset quality deteriorated moderately. The NPL ratio rose to 

4.08% from 3.69%. Accordingly, the quarterly net cost of risk 

rose to 325bps from 240bps. The bank attributed the increase 

to inflows from the unsecured loan portfolio and the expiry of 

the loan restructuring regulation. 

Garanti BBVA left its 2026 year-end guidance unchanged: TRY 

loan growth (30-35%), FX loan growth (mid-single-digit), net 

cost of risk (2-2.5%, excluding the currency impact), net fee 

growth (30-35%) and operating expense growth (45-50%) were 

all reiterated as in line with expectations. The bank did, 

however, flag downside risk to swap-adjusted NIM (75bps 

expansion) and average ROE (mid-single-digit positive in real 

terms). 

We view the 2Q26 financials as "Neutral", given the modest 

beat. We revise our 12-month target price to TRY 182.99 from 

TRY 200.02 in line with our updated estimates. Our target price 

implies 45% upside from current levels, and we maintain our 

"OUTPERFORM" recommendation. The shares trade at 3.6x 

2026E P/E and 0.99x P/BV, with an average ROE of 30.4%. 
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On the balance sheet side, growth remained strong while capital ratios edged lower. TRY loans grew 7.8% QoQ, while FX loans 

expanded 0.7% in USD terms. On the funding side, total deposits increased 11.4% QoQ (TRY deposits: +19.2%; FC deposits: -1.7%). 

Shareholder's equity rose 7.9% QoQ to TRY 487.2bn, while quarterly ROE declined to 25.9% from 29.8% (cumulative: 27.6%). The 

CET1 ratio edged down to 14.06% from 14.08%, and the capital adequacy ratio declined to 18.48% from 18.76%. 
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