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Turkish Banks 15 April 2016

Banks’ Earnings season to kick off with Akbank

The 1Q16 earnings season will start with the release of Akbank’s 1Q financial statements on April 22,
2016. Garanti and Halkbank are expected to announce their earnings in the last week of April while
Albaraka Turk, Vakifbank and Yapi Kredi are expected to announce theirs in early May. Banks are required
to release their solo financials by May 10th at the latest.

Contraction in the loan-deposit spread and increase in general provisions from a low base
may suppress earnings on a g/q basis in 1Q16...

We expect the banks under our coverage to deliver an increase of around 18% y/y and a 3% decline on a
g/q basis. We forecast a quarterly increase in general provision expenses while the decline in the NII will
be compensated by a lower net trading loss and reduced OPEX. We estimate that Akbank may announce
stronger earnings growth on a quarterly basis (up 8%) while we expect g/q declines in earnings for
Halkbank, Vakifbank and Albaraka Turk.

The banking sector realized another weak volume performance in loans in the first quarter. Total loan
growth was realized at 1.6% in 1Q while deposit volumes increased by around 2.7%. In terms of core
spreads, we expect a slight g/q contraction in 1Q on the back of the continuing upward trend in deposit
costs. We expect a contraction of around 13bps g/q for the overall NIM with Garanti set to deliver the
steepest quarterly decline in its NIM, of 34bps, due to the change in CPI-linker accounting methodology,
thereby recording lower interest income from CPI-linkers. The sector’s net trading loss may have declined
significantly on the quarter, driven by lower swap utilization from several banks and reduced volatility in the
TL.

For non-interest income, there is likely to have been a g/q decline in fee income due to the lack of account
maintenance fees for several banks and the seasonality factor. OPEX also may have also declined on a
g/gq basis as banks mostly record higher operating costs in last quarter of the year. In terms of asset
quality, we expect the NPL deterioration to have continued in 1Q, but at a tolerable extent. We estimate an
increase of around 12 bps in the gross cost of risk g/q, driven by higher general provision expenses.

Table 1: YF Banking Coverage 1Q16 Expected Results

YIY Expected Release Date

Akbank 732 909 979 8% 34% 22-Apr-16
Albaraka Turk 64 91 60 -35% -7% Early May
Garanti 862 938 951 1% 10% 27-Apr-16
Halkbank 584 648 628 -3% 8% 29-Apr-16
Vakifbank 435 657 463 -29% 7% Early May
Yapi Kredi 501 635 666 5% 33% Early May
Total 3,177 3,877 3,746 -3% 18%

Source: YF Securities Equity Research

* YF Securities Equity Research refrains from rating parent companies - TSKB and Isbank — to avoid any potential conflicts of interest between YF Securities and rated companies, in connection
with, but not limited to, loan agreements or business deals.
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Banks - 1Q16 Earnings Details

TLmn 1Q15 4015 1Q16E QQ YIY
NII 1,778 1,960 1,956 0% 10%
Fee Income 515 604 577 -5% 12%
Dividend Income 13 0 15 n.m. 17%
Net Trading Gains/Losses 93 -20 15 n.m. -84%
Other Income 261 87 139 60% -47%
Total Income 2,660 2,631 2,702 3% 2%
OPEX 1,046 1,069 1,056 -1% 1%
Provisions 669 397 423 6% -37%
EBT 946 1,165 1,223 5% 29%
Tax Expense 214 256 245 -4% 14%
Net Income 732 909 979 8% 34%
TLmn 1Q15 4Q15 1Q16E QQ YIY
Net Profit Share Income 191 243 233 -4% 22%
Fee Income 35 42 40 -5% 15%
Net Trading Gains/Losses 22 22 23 n.m. 9%
Other Income 27 19 26 36% -4%
Total Income 275 326 323 -1% 17%
OPEX 155 181 178 -1% 15%
Provisions 40 34 70 106% 76%
EBT 80 112 74 -33% -7%
Tax Expense 16 21 15 -28% -8%
Net Income 64 91 60 -35% -7%
TLmn 1Q15 40Q15 1Q16E QQ YIY
NII 1,933 2,637 2,472 -6% 28%
Fee Income 753 718 791 10% 5%
Net Trading Gains/Losses -22 -352 -281 -20% n.m.
Other Income 354 275 250 -9% -29%
Total Income 3,018 3,277 3,232 -1% 7%
OPEX 1471 1,574 1,538 -2% 4%
Provisions 593 652 618 -5% 4%
Income from subsidiaries 146 82 112 37% -23%
EBT 1,099 1,134 1,188 5% 8%
Tax Expense 237 196 238 21% 0%
Net Income 862 938 951 1% 10%
TLmn 1Q15 4Q15 1Q16E QQ YIY
NIl 1,283 1,481 1,546 4% 20%
Fee Income 323 308 281 -9% -13%
Net Trading Gains/Losses 20 -91 10 -111% -51%
Other Income 178 93 120 29% -33%
Total Income 1,805 1,791 1,957 9% 8%
OPEX 800 904 936 4% 17%
Provisions 255 88 236 168% -7%
EBT 750 799 785 -2% 5%
Tax Expense 167 151 157 4% -6%
Net Income 584 648 628 -3% 8%
TLmn 1Q15  4Q15 1Q16E QIQ YIY
NIl 1,240 1,547 1,513 -2% 22%
Fee Income 229 248 240 -3% 5%
Dividend Income 62 0 0 nm. -100%
Net Trading Gains/Losses 59 4 -13 n.m. n.m.
Other Income 279 295 262 -11% -6%
Total Income 1,870 2,093 2,001 -4% 7%
OPEX 855 931 984 6% 15%
Provisions 449 346 439 27% -2%
EBT 565 817 579 -29% 2%
Tax Expense 130 160 116 -28% -11%
Net Income 435 657 463 -29% 7%
TLmn 1Q15 4015 1Q16E QQ YIY
NII 1,423 1,965 1,882 -4% 32%
Fee Income 593 777 694 -11% 17%
Net Trading Gains/Losses -69 -139 -10 -93% n.m.
Other Income 261 102 116 13% -56%
Total Income 2,210 2,706 2,682 -1% 21%
OPEX 1,116 1,345 1,211 -10% 9%
Provisions 550 655 718 10% 30%
Income from subsidiaries 90 90 90 0% 0%
EBT 634 797 843 6% 33%
Tax Expense 133 162 177 9% 33%
Net Income 501 635 666 5% 33%

Source: YF Securities Equity Research

We expect Akbank to deliver 8% earnings growth g/q, supported
by almost flat OPEX trading gain, dividend income and
contribution from NPL sale gain of TL49mn. We expect NIM to
remain almost flat g/q as higher deposit costs in 1Q were
compensated by upward loan repricing. Weak loan growth may
lead to realize low general provisions. And we may see lower fee
income growth g/q due to seasonality.

Comment

We forecast that Albaraka’s 1Q16 earnings to decline by 7% y/y
and 35% qg/q. We expect net profit share margin may contract
30bps g/q, due to lack of profit share income recorded in 4Q.
Based on the recent surge in NPL inflows in participation banks in
1Q, we think the Bank may deliver quarterly higher loan-loss
provisions.

Comment

Garanti’s 1Q earnings may realize slightly above 4Q15 earnings
as quarterly lower OPEX, NPL sale gain of TL30mn, and lower net
trading loss will support 1Q earnings. However, we expect NIM to
contract by 34bps q/q, driven by higher cost of deposits and lower
CPI-linker income due to accounting methodology change. CPI-
linker securities will be booked based on expected CPI figure
rather than realized CPI. Fee income growth may come lower
than the initial guidance of 9%, due to lack of account
maintenance fees. We expect to see a growing Group 2 loans
again due to management’s conservative policy.

Comment

We forecast that Halkbank’s 1Q net income to increase by 8%
yly and to decrease by 3% g/q. Quarterly earnings could be
supported by a slight improvement in NIM, free provision release
and better trading line as swap costs decrease in 1Q. Loan-
deposit spreads may contract slightly, driven by relatively higher
cost of deposits. We expect fee income to drop y/y due to its
high base in last year and OPEXto grow above 15% y/y. We
expect to see a general provision expense in 1Q vs. 4Q15 with an
assumption that the Bank realized an above sector loan growth.

Comment

We expect 29% q/q contraction in Vakifbank’s earnings, due to
weak fee income generation, higher OPEX and higher loan-loss
provisions. Also, we expect dividend income to be recorded in 2Q
financials. Fee income growth may realize below the
management guidance of +20% due to lower loan growth. We
forecast 9bps NIM contraction g/q driven by higher cost of
deposits.

Yapi Kredi may deliver 5% earnings growth g/q and 33% y/y. We
expect the driver of the quarterly earnings growth are lower net
trading loss and lower OPEX growth. We expect to see above
15% fee income growth y/y and OPEX growth in-line with annual
guidance of 8% level. Quarterly NPL inflow might realize as high
as 4Q level, which may suppress profitability. We estimate a
16bps NIM contraction g/q, led by higher increase of cost of TL
deposits.

ISBANK Subsidiary



Yatirim Finansman Securities

Nispetiye Caddesi Akmerkez Tel: +90 (212) 317 69 00
E-3 Blok Kat:4 Fax: +90 (212) 317 69 32
Etiler / Istanbul 34337 Bloomberg: YATF
TURKEY www.yf.com.tr
Levent Durusoy Coordinator levent.durusoy@yf.com.tr +90 (212) 334 98 33
Cenk Erdal Director of Sales & Trading cenk.erdal@yf.com.tr +90 (212) 334 98 45-46
Mujde Erdogan Birdal Director of Sales mujde.erdogan@yf.com.tr +90 (212) 334 98 42-43
Glgin Sepken Aygun Director of Trading gulcin.sepken@yf.com.tr +90 (212) 334 98 51-52
Mehmet Ali Sukusu Settlement mehmetali.sukusu@yf.com.tr +90 (212) 317 68 42
Zumrit Can Ambarci Head of Equity Research, Banks zumrut.ambarci@yf.com.tr +90 (212) 334 98 35
Mehmet Akif Dasiran Telecom, Retail, Aviation, Automotive akif.dasiran@yf.com.tr +90 (212) 334 98 39
Gokay Bobek Banks gokay.bobek@yf.com.tr +90 (212) 334 98 58
Glilge Deniz Steel & Mining, REIT, Cement, Contractors, Oil&Gas  gulce.deniz@yf.com.tr +90 (212) 334 98 36
Ozden Ontiirk Associate ozden.onturk@yf.com.tr +90 (212) 334 98 38
Can Uz Chief Economist can.uz@yf.com.tr +90 (212) 334 98 37
Sinem Vural Associate sinem.vural@yf.com.tr +90 (212) 334 98 89

© 2015 YF Securities. All rights reserved.

Yatirim Finansman Menkul Deg@erler (YF Securities) research refrains from rating parent companies (TSKB and Isbank) to avoid any potential
conflicts of interest between YF Securities and rated companies, in connection with, but not limited to, loan agreements or business deals.

YF Securities, its clients and employees may hold a position in the rated securities and may perform investment banking or other services for the
covered companies. Strict limitations on trading apply for analysts; it is prohibited for analysts to trade equities on a daily basis, and any trading of
equities by analysts, may only be conducted through the brokerage services provided by YF Securities.

Companies under the coverage of YF Securities are rated on the basis of their expected performance relative to the BIST index. The following
ratings are used to accurately reflect analysts’ research and opinions regarding their coverage:

Outperform: Rated for stocks which YF Securities expects to outperform the BIST-100 index over a 12-month horizon.
Market Perform: Rated for stocks which YF Securities expects to perform in line with the expected BIST-100 return over a 12-month horizon.
Underperform: Rated for stocks which YF Securities expects to underperform the BIST-100 index over a 12-month horizon.

The information on this document is provided by Yatirim Finansman (YF) Securities Inc. and it is not to be construed as an offer or solicitation for
the purchase or sale of any financial instrument or the provision of an offer to provide investment services. The investments discussed or
recommended in this report may involve significant risk, may be illiquid and may not be suitable for all investors. Therefore, making decisions with
respect to the information in this report may cause inappropriate results. All prices, data and other information are not warranted as to
completeness or accuracy and are subject to change without notice. Any form of reproduction, dissemination, copying, disclosure, modification,
distribution and/or publication of information, opinions and comments provided on this document is strictly prohibited. The information presented in
this report has been obtained from sources believed to be reliable. (YF) Securities Inc. cannot be held responsible for any errors or omissions or
for results obtained from the use of such information
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