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Top-line weakens; trading line supportive

Core revenues retreat; backed by trading gains

Yapi Kredi posted a 2Q netincome of 11,476mTL (- 9% qg/q, -4% yly),
in line with both market consensus (11,421mTL) and our estimate
(11,529mTL). Trading line appears to be the main supporter of
earnings on the back of high FX and derivatives transaction gains.
NIM decreased by 2.6ppt g/g due to contracting TL spread and
downward revision in October CPI assumption of the bank to 40% in
2Q from 45% in 1Q. Fee income grew thanks to consumer driven
loan growth and payment systems contribution. TL spread declined
by 3.3ppt g/q on higher deposit costs. Opex grew on rising inflation
and earthquake donations. ROE retreated to 34% in 2Q from 39% in
1Q. Yapi Kredi guides for <40% TL loan growth, <4ppt y/y drop in
NIM, >90% fee growth and around 100bps net CoR coupled with
>30% ROTE for 2023. This guidance is in line with our 23E 31% RoE
expectation for Yapi Kredi, indicating 15% y/y drop in net earnings on
our estimates.

NIM drops on contracted spread

TL spread shrank 3.3ppt g/q (OYAKe: -83bp) on high deposit costs,
while FX spread widened 3.6ppt g/q. Adjusted for FX protected
deposit commissions, the drop in TL spread is only 66bps q/q.
Reflecting this and y/y lower CPI assumption (40% for Oct23; Oct22:
85.5%), NIM went down by 2.6ppt g/g. Yapi Kredi gained market
share in deposits in 2Q. TL loans grew 9.3% qg/q vs +11.3% for the
sector, while TL deposits expanded 13.1% q/q vs +11.5% for the
sector. On FX (USD) side, loans went down 8.7% g/q vs -2.5% for
the sector, deposits contracted 2.3% vs -7.5% for the sector.

Asset quality appears intact; provisioning remains strong

NPL ratio went up to 3.7% (1Q: 3.2%) on some fresh NPL inflows,
while NPL coverage fell to 69% from 76% in 1Q due mainly to NPL
sale of 1.8bnTL. The ratio of stage 2 to total loans, on the other hand,
dropped to 12.6% in 2Q (1Q: 12.8%) with 17.0% coverage.

FY23E earnings and OP rating maintained

Yapi Kredi trades attractively at 23E P/BV of 0.7x and 2.5x P/E, while
23E ROE stands at 31%. We revise our target price for Yapi Kredi to
18.18TL from 12.99TL based on our higher long-term ROE estimate
for Yapi Kredi. We elevate long-term ROE estimate to 26% from 21%
over our forecast period of 2023-30E as we expect now better
earnings from 2024 onwards for YKBNK thanks to normalizing
monetary policy. We maintain our Outperform rating for the stock.
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Exhibit 1: Summary Financial Statements (solo)
Income Statement

TLm 2Q22 1Q23 2Q23 a/q (%) yly (%)
I. Net Interest Income 15,533 13,827 7,601 (45.0) (51.1)
Il. Net Fee Income 3,198 5,144 6,583 28.0 105.8
Ill. Net Trading Gain/Loss 2,738 3,948 13,895 251.9 407.5
IV. Other Income 1,415 6,398 3,568 (44.2) 152.2
V. OPEX 4,333 8,854 10,394 17.4 139.9

HR 1,778 2,660 3,661 37.6 105.9

Non-HR 2,556 6,194 6,733 8.7 163.5
VI. Pre-provisioning Income 18,551 20,463 21,253 3.9 14.6
VII. Provisions 4,569 6,804 8,322 22.3 82.1

Loan Loss Provisions 4,541 6,781 8,300 22.4 82.8

Other 29 23 23 (1.5) (20.7)
VIII. Income From Participations 769 1,606 1,825 13.6 137.3
IX. Pre-Tax Income 14,750 15,266 14,755 (3.3) 0.0
X. Net Profit 11,922 12,640 11,476 (9.2) (3.7)

Balance Sheet

TLm 2Q22 1Q23 2Q23 q/q (%) ytd (%) yly (%)
Loans 512,559 644,140 727,750 13.0 20.4 42.0
LC 325,216 470,990 514,643 9.3 18.9 58.2
FC (USDm) 11,244 9,040 8,253 (8.7) (10.1) (26.6)
Security Portfolio 185,302 263,588 320,214 215 32.9 72.8
Assets 930,019 1,167,471 1,378,169 18.0 24.4 48.2
Deposits 497,066 754,641 903,372 19.7 34.3 81.7
LC 218,708 485,417 548,772 13.1 41.6 150.9
FC (USDm) 16,707 14,056 13,732 (2.3) (10.0) (17.8)
Equity 94,430 131,424 139,245 6.0 10.3 47.5

Source: Company, Oyak Securities Research

Exhibit 2: Key Financial Ratios (solo)

(%) 2Q22 1Q23 2Q23
RoE 55.3 39.2 33.9
L/D Spread 8.1 4.4 3.4

LC L/D Spread 6.3 1.1 (2.2)

FC L/D Spread 6.0 7.3 11.0
Swap adjusted NIM 8.9 6.2 3.6
Net CoR (bps) 314 75 288
NPL Ratio 3.7 3.2 3.7
NPL Provision Rate 69 76 69
Loans / Deposits 103 85 81
Loans / Total Assets 55 55 53
Securities Portfolio / Total Assets 20 23 23
Deposits / Total Assets 53 65 66
Demand Deposit Share 43 41 42
CAR 195 17.9 20.1
Tier-1 Ratio 17.2 16.1 17.9

Source: Company, Oyak Securities Research
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Disclaimer

The information, comments and advices included herein do not constitute an offer or a solicitation of an offer to buy or sell any
securities. The matters covered on this report may include forward-looking statements that involve risk and uncertainties that
could cause actual results to differ materially from those predicted by such forward-looking statements. OYAK Yatirim Menkul
Degerler A.S. (“OYAK Securities”), does not undertake to advise you of changes in the information or opinions set forth herein
or provide you with access to any additional information or to correct any inaccuracies therein which may become apparent
subsequent to the date hereof or to publicly update any information or any forward looking statement, whether as a result of new
information, future events or otherwise. Content and information provided by third parties is published as supplied to OYAK
Securities and OYAK Securities has not independently verified any of such information.

The investment information, comments and advices given herein are not part of investment advisory activity. Investment advisory
services are provided by authorized institutions to persons and entities privately by considering their risk and return preferences.
Whereas the comments and advices included herein are of general nature. Therefore, they may not be appropriate for your
financial situation and risk and return preferences. For this reason, making an investment decision solely by relying on the
information given herein may not give rise to results within your expectations. Investors should not make their investment
decisions on the basis of this report and construe the contents of this report as legal, tax, financial or investment advice.

OYAK Securities, any of its parents, subsidiaries or affiliates, agents, employees or representatives, do not make any
representations or warranties, express or implied, for the accuracy, timeliness, completeness or fairness of any such information
or any estimates, conclusions or opinions based thereon, and does not accept any liability or responsibility whatsoever for the
contents of the report or for any errors, omissions or mis-statements or for any adverse consequences of the investment
decisions made as a result of reliance upon this report.

OYAK Securities, any of its parents, subsidiaries or affiliates, agents, employees or representatives may hold positions and
execute transactions in securities of entities mentioned in the document. In addition, OYAK Securities, any of its parents,
subsidiaries or affiliates, agents, employees or representatives might have, might be seeking or will seek investment banking or
other business relationships with the companies in this report.

Copyright in this report is owned by OYAK Securities except where otherwise indicated by a third party's proprietary notice and
may not be reproduced or appropriated in any manner without written permission of OYAK Securities or their respective owners.

Valuation Approach

Valuation tools employed most frequently are Discounted Cash Flow (DCF) and International Peer Group Comparison, though
other metrics such as Dividend Discount, Gordon Growth, and Replacement Value Methods are also used wherever appropriate.
Oyak Securities analysts may calculate the target return of each stock considering only one method or assigning different weights
to more than one method depending on the analyst's opinion. The “Expected Market Return” (EMR) of the BIST-100 is
determined through aggregate target returns of each stock under coverage based on their respective free float market
capitalization. Our coverage accounts for around 80% of the total market capitalization of the BIST.

Rating Methodology

Oyak Securities assigns recommendations to each stock according to the following criteria:

Price target for a stock represents the value analyst expects the stock to reach during our performance horizon, which is 12
months. For stocks with an OUTPERFORM recommendation, target return must exceed the EMR by at least 10% over the next
12 months. For a stock to be classified as UNDERPERFORM, the stock must be expected to underperform the EMR more that
10% over the next 12 months. Stocks that an analyst expects to perform parallel to the EMR within a band of +/- 10% are rated
as MARKETPERFORM.
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