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Türkiye İş Bankası posted a bank-only net profit of TRY 9.7bn in 2Q26 

(-52.6% QoQ, -44.4% YoY). The reported figure came in 20.3% below 

our estimate (TRY 12,115mn) and 26.4% below the consensus median 

(TRY 13,127mn). The deviation stemmed mainly from a sharper-than-

expected increase in swap costs and higher TRY deposit costs. Quarterly 

average ROE fell to 8.8% from 19.2%. 

Margin pressure intensified. Net interest income declined 20% QoQ to 

TRY 33.4bn, while swap costs rose 62% to TRY 13.1bn. Swap-adjusted 

net interest income fell 40% to TRY 20.3bn. The swap-adjusted net 

interest margin narrowed to 1.86% from 3.24% (1H26 cumulative: 2.5%). 

The contraction was driven by a 205bps increase in TRY time deposit 

costs, against a broadly flat TRY loan yield (+20bps). The only 

supportive item was CPI-linker income. The bank raised its inflation 

assumption to 29.9% from 27.5%, lifting CPI-linker income 21.3% QoQ to 

TRY 12,190mn. Total TRY securities interest income grew 18.1%. 

Fee performance stood out as the strongest aspect of the quarter. 

Net fees and commissions rose 18.8% QoQ and 38% YoY to TRY 

45,226mn, taking the fee-to-opex coverage ratio to 80.7% from 71%. 

On costs, the quarter brought some normalization, but the year-to-

date base remains high. Operating expenses increased 4.6% QoQ to TRY 

56bn. First-half opex growth of 65.8% is running well above the bank's 

full-year guidance of the mid-40s. 

Asset quality deterioration was contained. The NPL ratio rose to 3.76% 

from 3.46%. During the quarter the bank sold a TRY 3.9bn gross NPL 

portfolio for TRY 727mn; excluding this sale and write-offs, the bank 

stated the ratio would have been 4.03%. Stage 3 coverage declined 

52bps to 60.4%, while total coverage rose to 4.10% from 3.84% and the 

Stage 2 share increased to 12.7% from 12.0%. The net cost of risk rose 

to 228bps from 197bps (1H26 cumulative: 213bps). Gross specific 

expected credit losses were flat at TRY 19,902mn versus TRY 19,790mn; 

the increase came on the net line, as collections fell to TRY 4,304mn 

from TRY 7,152mn. 

We view the results as “Negative”, given the significant miss versus 

both our estimate and the consensus, and margin compression running 

sharper than we had projected. That said, the downward revision to our 

estimates is in line with the sector-wide trend and therefore broadly as 

expected. While the pace of earnings recovery depends on the speed of 

the rate-cutting cycle, we would expect a more meaningful pick-up in 

4Q26. We revise our year-end swap-adjusted NIM expectation to 

3.4%. Following our revisions, we lower our 12-month target price 

to TRY 21.57 from TRY 23.16 while maintaining our OUTPERFORM 

rating. Our target price implies 70% upside from current levels. Türkiye 

İş Bankası trades at 3.0x P/E and 0.60x P/BV, with an average ROE of 

22.5%.We evaluate Türkiye İş Bankası’s 1Q26 financial results as 

“Neutral”, despite the stronger-than-expected net profit, mainly 

supported by the solid performance in other income items.  
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