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2Q26 Earnings Review    

Earnings beat driven by one-offs; 
margin pressure persists 
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VakıfBank posted a net profit of TRY 15,077mn in its 2Q26 bank-

only financials (+0.3% QoQ, +50.3% YoY). The reported figure 

came in 5.8% above the market median estimate of TRY 14,253mn 

and 5.9% above our TRY 14,232mn forecast. The deviation was 

mainly driven by the effective tax rate, which materialized at 19.9% 

against our 27% assumption. During the quarter, the entire TRY 

8,000mn of free provisions set aside in prior years was released and 

booked through income. Quarterly average ROE declined to 17.6% 

from 18.4%. 

Margin pressure became more pronounced. Net interest income 

fell 7.4% QoQ to TRY 49,852mn, while swap costs rose 38.8% to TRY 

7,451mn. Swap-adjusted net interest income declined 12.5% QoQ 

to TRY 42,401mn. Accordingly, the bank's swap-adjusted net 

interest margin narrowed to 3.18% from 3.80%. 

The contraction stemmed from TL deposit costs. The cost of TL 

time deposits rose 202bps to 38.9%, while the TL loan yield 

remained broadly flat at 35.1%, up only 9bps. 

A reserve of unrecognized interest income remains on the CPI-

linker side. Income from CPI-indexed securities rose 4.3% QoQ to 

TRY 17,100mn, with the bank maintaining its valuation assumption 

at 20.9%, against the October-to-October rate of 29% widely used 

across the sector. The gap corresponds to roughly TRY 13.0bn of 

unrecognized interest income as of 1H26, equivalent to around 43% 

of the bank's 1H26 net profit. This conservatism stands out as the 

main upside risk to our 2H26 estimates. 

Fee performance was the strongest aspect of the quarter. Net fees 

and commissions posted a solid 15.6% QoQ increase, with growth 

reaching 27.5% YoY in 1H26. The fee-to-opex coverage ratio edged 

up to 51%. The annual base in costs is elevated. Operating expenses 

rose 12.5% QoQ to TRY 43,829mn, while the 1H26 increase came in 

at a rather high 57.4%. 

Gradual deterioration in asset quality continues. The NPL ratio rose 

to 3.35% from 3.12%. New NPL inflows of TRY 21,570mn during the 

quarter were partly offset by TRY 7,035mn of collections. Net cost 

of risk declined to 128bps from 155bps (141bps cumulative). 

While the reported profit came in 5.9% above our forecast, the bulk 

of the deviation stemmed from the low effective tax rate. On the 

other hand, the conservative CPI assumption positions the bank 

favorably relative to peers over the remainder of the year. We 

therefore assess the results as "Neutral". Following our revisions, 

we lower our 12-month target price to TRY 46.39 from TRY 52.79 

while maintaining our "OUTPERFORM" recommendation. Our target 

price implies 51% upside potential from current levels. VakıfBank 

trades at 3.2x 2026E P/E and 0.72x P/BV, with an average ROE of 

26.3%. 
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Management has revised its 2026 guidance downwards. The bank maintains its targets of mid-20s TL loan growth, single-digit 

FX loan growth in USD terms, 40% fee income growth and operating expense growth above inflation. On the other hand, the 

swap-adjusted net interest margin target was lowered to 4.1% from 4.5%; the revised guidance implies 70bps of annual margin 

improvement instead of 110bps. Management also noted mild upside risk to its NPL ratio (3.5%) and net cost of risk (150bps) 

targets. Margin recovery is expected to accelerate in the second half of the year, supported by CPI-linker valuation and CBRT 

rate cuts. 
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