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CAR (%) 238 237 24.4 252
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City Union Bank (CUBK IN)

Rating: BUY | CMP: Rs285 | TP: Rs310

Margins and loan growth surprise yet again
Quick Pointers:

®  Core earnings higher due to beat on loan growth, NIl and fees.

" Due to higher margins we upgrade core PAT for FY27/28E by avg. 7.3%.

CUB saw yet another strong quarter with a 15.2% beat on core PAT owing to
better core revenue i.e. NII/NIM and fees. Credit growth at 21.5% YoY and 5.9%
QoQ was also higher suggesting there was no compromise on NIM to achieve
growth. Reported NIM increased by 29bps QoQ to 3.9% due to (1) better loan
yields (led by robust growth in higher yielding gold loans, which are fixed rate)
and (2) 16bps fall in deposit cost due to repricing. Bank expects NIM to remain
stable as negative impact of Dec’25 repo cut would be offset by further deposit
repricing while fixed rate loan exposure is at ~30%. Asset quality continues to
remain benign as recoveries have surpassed slippages since past 10 quarters.
Due to better NIM/growth, we upgrade core PAT for FY27/28E by avg. 7.3%.
With core RoA for FY28E like to be 1.5%, we increase multiple to 1.7x from 1.6x
and raise TP to Rs310 from Rs265 as we roll over to Mar'28 ABV. Retain ‘BUY".

®  Strong quarter; core PAT aided by higher Nll/fees: NIl was a beat at Rs7.5bn
(PLe Rs6.9bn) due to better NIM (calc.) which was ahead at 3.89% (PLe 3.61%);
reported NIM increased by 26bps QoQ to 3.89%. Credit growth was better at
21.5% YoY (PLe 20%); deposit growth was in-line at 21% YoY. CASA ratio fell
to 27.3% (28.1% in Q2'26); LDR increased to 85% from 81.6% in Q2'26. Other
income was higher at Rs2.45bn (PLe Rs2bn) due to higher fees, treasury and
TWO recovery. Opex at Rs4.8bn was 2.8% above PLe led by higher other opex.
Core PPoP at Rs4.9bn was 18.1% above PLe; PPoP was Rs5.1bn. Asset quality
was a slight miss; GNPA was 2.17% (PLe 2.21%). Gross slippage was higher at
Rs1.9bn (PLe Rs1.7bn); recoveries were in-line at Rs1.6bn. Provisions were a
drag at Rs960bn (PLe Rs700mn) due to higher NPA and std. asset provisions.
Core PAT was 15.2% above PLe at Rs3.2bn; PAT was Rs3.3bn (PLe Rs2.8bn).

®  NIM surprised yet again; more upside risks: Reported NIM increased by
29bps QoQ that was attributable to (1) 7bps increase in reported loan yields
driven by robust growth in higher yielding gold loans, which are fixed rate, and
secured retail and (2) 16bps fall in deposit cost as Rs142bn worth of deposits
were repriced lower. Bank expects NIM to remain stable QoQ; negative impact
of Dec'25 repo cut would be offset by (1) further repricing of deposits worth
Rs108bn (2) fixed rate (gold) book at ~30% with a 1-2 year tenure.

®  Loan growth surprises positively yet again: Credit accretion was strong at
5.9% QoQ (PLe 4.6%) mainly driven non-agri gold (+12.8%), agri (+6.9%) and
SME (+3.2%). Overall loan momentum is likely to sustain led by (1) gold, which
offers favorable risk-reward and (2) retail secured lending; bank is well on track
to achieve its guidance to reach ~5.0% by FY26 end and 8-9% by FY27 end.
Management raised its loan growth guidance for FY27 from low-mid teens to
mid-high teens while CD ratio is guided at 85-86%. We are factoring loan
CAGR of 17% over FY26-28E. Focus is on CASA since there is a dedicated
team coupled with branch focus.
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Exhibit 1: PAT beat led by higher NII

P&L Statement (Rs m) (ex] ¢} Q3FY25 YoYgr. (%) Q3FY26E Q2FY26 QoQgr. (%)
Interest Income 17,557 14,787 18.7 16,888 4.0 16,531 6.2
Interest Expended 10,035 8,910 12.6 9,950 0.9 9,866 17
Net interest income (NII) 7,522 5,877 28.0 6,939 8.4 6,665 12.8
Other income 2,453 2,284 7.4 2,036 20.5 2,591 (5.3)
-Fee income 1,538 1,114 38.1 1,386 10.9 1,346 14.3
-Other non interest income 915 1,170 (21.7) 650 40.8 1,245 (26.5)
Total income 9,975 8,161 22.2 8,975 1.1 9,257 7.8
Operating expenses 4,844 3,801 274 4,71 2.8 4,551 6.4
-Staff expenses 2,302 1,785 29.0 2,288 0.6 2,244 2.6
-Other expenses 2,541 2,016 26.1 2,423 49 2,307 10.1
Operating profit 5,132 4,360 17.7 4,264 20.3 4,706 9.0
Core Operating Profit 4,919 4,182 17.6 4,164 18.1 4,490 9.6
Total provisions 960 750 28.0 700 371 570 68.4
Profit before tax 4,172 3,610 15.6 3,564 171 4,136 0.9
Tax 850 750 13.3 748 13.6 850 =
Profit after tax 3,322 2,860 16.1 2,815 18.0 3,286 1.1

Balance Sheet (Rs m)

Deposits 7,05,159 5,82,713 21.0 7,04,972 0.0 6,94,860 L5
Advances 6,00,413 494,178 215 592,882 13 5,66,809 59
Ratios (%)

NIM 3.9 3.5 40 3.6 28 3.6 32.0
RoaA 1.6 1.6 2 14 24 17 (4)
RoaE 13.7 13.2 46 1.7 203 14.0 (30)

Asset Quality

Gross NPL (Rs m) 13,200 16,930 (22.0) 13,304 (0.8) 13,932 (5.3)
Net NPL (Rs m) 4,693 7,015 (33.1) 4,989 (5.9) 5129 (8.5)
Gross NPL ratio 2.17 3.36 (119.22) 2.2 (5) 2.42 (25)
Net NPL ratio 0.78 1.42 (63.83) 0.8 (6) 0.90 (12)
Coverage ratio (Calc) 64.4 58.6 588 62.5 194 63.2 126

Business & Other Ratios

Low-cost deposit mix 27.3 27.7 (41) 28.4 (110) 28.1 (84)
Cost-income ratio 486 46.6 198 52.5 (393) 492 (61)
Non int. inc / total income 246 28.0 (339) 227 191 28.0 (340)
Credit deposit ratio 85.1 84.8 34 84.1 105 81.6 357
Capital Adequacy Ratio 20.1 223 (213) - 217 (155)
Tier-1 19.2 213 (211) - 20.7 (153)

Source: Company, PL
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Q3FY26 Concall Highlights

Balance Sheet

Bank targets to loan growth at mid-high teens which is 2-3% above industry
growth.

Loans by benchmark: EBLR 48%, MCLR 17%, Fixed 32%.

Agri gold loan decline QoQ was on account of harvesting. LTV on gold stood
at 72% including interest. Tenure of agriculture gold loans was 18-24 months
and of non-agriculture was 12 months.

Rs107.8bn of deposits repricing is expected to happen in next 2 quarters.
Comfortable CD ratio guided at 85-86% by the management.

Daily average CASA increased by 3% QoQ and 19% YoY.

No observations received from RBI post the audit.

The MD & CEO retires on 30th April after 15 years. The Board has sent
candidate names to the RBI, the bank will announce the successor after
approval from the RBI.

RoA guided at 1.5%+.

Profit & Loss

Yield on MSME maintained at 9.5% since last few quarters. Yield on LAP/home
loans stood at 9.4-9.5%/8.8-9% respectively.

NIMs expected to stable for Q4FY26 with +/- 10bps due to CRR and repricing
impact. Assuming no rate cut margins are expected to be stable/better for
FY27. Repricing is fully done for EBLR portion.

Labour code impact was Rs20mn for bank on account of gratuity.

Staff cost increase QoQ was due to Diwali bonus. Other opex increased QoQ
due to depreciation (Rs40-50mn) and GST expenses (Rs80-90mn).

Cost-income ratio is guided at 48-50%.

Tax rate at same levels will be maintained for next 4-5 quarters.

Asset Quality

No incremental provision made for ECL in Q3FY26.

Standard assets provision increase QoQ was due to increase in BS.

February 3, 2026



INSTITUTIONAL

PL Capital | nstmoT City Union Bank

PRABHUDAS LILLADHER

Exhibit 2: Other personal loans growth increased 83.3%YoY, Retail traders loan
fell 87%YoY & 81.5% QoQ

Advances break-up (Rsm)  Q3FY26  Q3FY25 Y°Y(-‘;’ ) Q2FY26 °°°(-‘;’ )
MSME 2,38,363 1,98,113 20.3  2,30,876 32
Agriculture 96,623 90,080 7.3 90,374 6.9
Wholesale Traders 3,066 9,444 (67.5) 6,007 (49.0)
Large Industries 8,977 5,946 51.0 6,610 358
Housing 26,660 23,980 1.2 26,548 04
Commercial Real Estate 36,770 31,516 16.7 30,325 213
Other personal loans 23,489 12,813 833 26,036 (9.8)
Retail Traders 752 5,802 (87.0) 4,066 (81.5)
Loans _coIIaterallzed by 8643 7731 1.8 8399 29
deposits
Infrastructure 3,269 2,975 9.9 3,045 7.4
JL non-agriculture 91,994 58,115 58.3 81,541 12.8
NBFC 14,315 15,854 (9.7) 14,412 (0.7)
Others 55,999 41,724 34.2 47,373 18.2
Total Advances 6,08,920 5,04,093 20.8 5,75,612 58
Source: Company, PL
Exhibit 3: MSME maintained dominant share at 39.1%, share of agri loans increased to 15.9%
EMSME HAgriculture B Wholesale Traders Large Industries
Housing B Commercial Real Estate Other personal loans Retail Traders
mLoans collateralized by deposits Infrastructure mJL non-agriculture uNBFC
Others

¥ = ¥ X K =B

- = B = el E B o ﬁ 1.59 3.6 > T - 19

| || | ] [ ] || || ] N ] 1 |1 | ] >

™ o o A W N OE O w =
N

8 N q 4 & & N N N N q q q Y 8 S &

g ¢} g g g ¢} g ] [¢] g g g g g g ¢] ]

™ < - N (3¢l < - N ™ < - N ™ < - N ™
Source: Company, PL
Exhibit 4: Advances growth at 21.5% YoY Exhibit 5: NIMs increased to 3.9%
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Exhibit 6: CASA mix decreased to 27.3%

INSTITUTIONAL
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City Union Bank

Exhibit 7: C/l decreased to 48.6%

32.6%

31.5%
31.3%

33.0%
32.0%
31.0%
30.0%
29.0%
28.0%
27.0%
26.0%
25.0%
24.0%

3Q22
4Q22
1Q23
2Q23

Source: Company, PL

3Q23

4Q23

m CASA (%)
xR 52
@ ©
o o
(42} (42]

1Q24
2Q24

3Q24

4Q24

1Q25

2Q25

3Q25

—@— Cost-income gatio (%)

N
53.0% - o
51.0% -
49.0%
47.0% -
45.0% -
43.0% -
410% -
39.0% -
37.0%
35.0%

4Q25
1Q26
2Q26
3Q26

Source: Company, PL

Exhibit 8: GNPA fell QoQ to 2.17%, whiles PCR increased to 64.4%
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Source: Company, PL
Exhibit 9: Slippages increased sequentially to 1.58%
Movement of NPL Q3FY26  Q3Fy2s  TOYI"h  qaFyae  Q0Qr
(%) (%)
Opening 13,932 17,255 (19.3) 16,170 (13.8)
Additions 1,931 2,01 (4.0) 1,565 234
Reduction 2,663 2,336 14.0 3,803 (30.0)
Closing 13,200 16,930 (22.0) 13,932 (5.3)
Slippages (%) 1.58 1.82 (23) 1.28 30
Source: Company, PL
February 3, 2026 5
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Exhibit 10: Gross slippages increased to 1.4% QoQ

—8— Gross Slippages (%), annualized
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Exhibit 11: Return ratios to range around 13-14%

1Q25

2Q25

3Q25

4Q25

1Q26

2Q26

3Q26

Du-pont Analysis FY21 FY22 FY23 FY24 FY25 FY26E FY27E FY28E
NIl/Assets 3.6 33 34 341 3.1 33 3.4 3.4
Other inc./Assets 13 13 13 1.1 12 12 1.1 1.1
Net revenues/Assets 49 4.7 4.6 4.2 4.3 4.5 4.5 4.6
Opex/Assets 2.0 19 1.8 2.0 2.1 22 22 22
Provisions/Assets 15 1.1 1.0 0.4 0.4 0.3 0.3 0.4
Taxes/Assets 0.2 0.4 0.4 0.3 0.4 0.4 0.4 0.4
ROA (%) 1.2 13 15 1.5 15 1.6 1.5 1.6
ROE (%) 106 122 134 128 126 132 137 14.4
Source: Company, PL
Exhibit 12: On one-year forward basis, CUBK trades at 1.8x
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Income Statement (Rs. m) Quarterly Financials (Rs. m)
Int. Earned from Adv. 46,721 55,554 64,994 75,459 Interest Income 15,327 16,053 16,531 17,557
Int. Earned from invt. 10,733 11,655 12,637 14,662 Interest Expenses 9,324 9,800 9,866 10,035
Others 886 1179 1,215 1239 Net Interest Income 6,003 6,253 6,665 7,522
Total Interest Income 58,340 68,388 78,846 91,359 YoY growth (%) 9.8 14.7 14.4 28.0
Interest Expenses 35,183 40,152 45,016 51,764  CEB 1,491 1,226 1,346 1,538
Net Interest Income 23,157 28,236 33,830 39,5695  Treasury - - - -
Growth(%) 9.1 219 19.8 17.0  Non Interest Income 2,512 2,439 2,591 2,453
Non Interest Income 8,981 9,960 11,088 13,319 Total Income 17,839 18,492 19,123 20,010
Net Total Income 32,138 38,196 44,918 52,914 Employee Expenses 1965 2,006 2,244 2,302
Growth(%) 120 16.4 14.8 16.4 Other expenses 2,140 2,176 2,307 2,541
Employee Expenses 7,330 8,958 10,489 12,396  Operating Expenses 4,106 4,182 4,551 4,844
Other Expenses 7,206 9,693 11,431 13,050  Operating Profit 4,410 4,509 4,706 5132
Operating Expenses 15,351 18,651 21,919 25,446 YoY growth (%) 253 20.7 9.9 17.7
Operating Profit 16,786 19,545 22,999 27,468  Core Operating Profits 3,389 3,296 3,461 4,217
Growth(%) 10.7 16.4 17.7 19.4  NPA Provision 780 700 400 740
NPA Provision 2,550 2,443 2932 3,636  Others Provisions 780 700 570 960
Total Provisions 2,620 2,951 3,430 4,208  Total Provisions 780 700 570 960
PBT 14,166 16,594 19,569 23,260  Profit Before Tax 3,630 3,809 4,136 4,172
Tax Provision 2,930 3,390 4,109 4,885  Tax 750 750 850 850
Effective tax rate (%) 20.7 20.4 21.0 210  PAT 2,880 3,059 3,286 3,322
PAT 11,236 13,204 15,459 18,376 YoY growth (%) 13.0 15.7 15.2 16.1
Growth(%) 10.6 17.5 17.1 18.9  Deposits 6,35,260 6,57,344 6,94,860 7,05,159
Balance Sheet (Rs. m) YoY growth (%) 14.1 19.8 211 21.0
ol Fy25 FY26E — —— Advances 520,813 5,30,378 5,66,809 6,00,413
YoY growth (%) 14.4 16.3 18.7 215
Face value 1 1 1 1
No. of equity shares 741 742 742 742  Key Ratios
Equity 741 742 742 742  MEEN FY25 FY26E FY27E FY28E
Networth 94,666 105,748 1,19,491 1,36,150  CMP (Rs) 285 285 285 285
Growth(%) 127 1.7 13.0 13.9  EPS(Rs) 152 17.8 20.8 24.8
Adj. Networth to NNPAs 6,531 4,555 4,310 4,976  Book Value (Rs) 127 143 161 183
Deposits 6,35260 750,516 878,069 10,27,300  Adj. BV (Rs) 19 136 155 177
Growth(%) 14.1 18.1 17.0 170 P/E(x) 18.8 16.0 13.7 1.5
CASA Deposits 1,81,189 206114 235962 2,70,221 P/BV (x) 22 2.0 1.8 1.6
% of total deposits 285 275 269 26.3  P/ABV (x) 2.4 21 1.8 1.6
Total Liabilities 7.76,232 9,25,510 10,74,836 12,48,819 DPS (Rs) 20 23 27 32
Net Advances 520,813 6,30,434 7,37,578 8,62,932 Dividend Payout Ratio (%) 19.5 20.0 20.8 -
Growth(%) 14.4 21.0 17.0 17.0 Dividend Yield (%) 0.7 0.8 09 11
Investments 1,73,361 1,87,629 2,19,517 2,56,825 Efficiency
Total Assets 7,76,232  9,25,510 10,74,836 12,48,819
Growth (%) 9.6 19.2 16.1 16.2
Cost-Income Ratio (%) 47.8 488 488 48.1
Asset Quality C-D Ratio (%) 82.0 84.0 84.0 84.0
Gross NPAs (Rs m) 16,382 12,310 11,972 14,216 Profit per Emp. (Rs lacs) - - - -
Net NPAs (Rs m) 6,531 4,555 4,310 4,976  Business per Branch (Rs m) - - - -
Gr. NPAs to Gross Adv.(%) 3.1 1.9 16 1.6 Profit per Branch (Rs m) - - - -
Net NPAs to Net Adv. (%) 13 0.7 0.6 0.6
Du-Pont
NPA Coverage % 60.1 63.0 64.0 65.0
Y/e Mar FY25 FY26E FY27E FY28E
Profitability (%) NIl 312 332 338 3.41
Y/e Mar FY25 FY26E FY27E AL Total Income 433 449 4.49 455
NIM 32 35 35 35  Operating Expenses 2.07 2.19 219 219
RoAA 1.5 1.6 1.5 1.6 PPoP 2.26 2.30 2.30 2.36
RoAE 12.6 13.2 13.7 144 Total provisions 0.35 0.35 0.34 0.36
Tier| 22.7 229 236 244 RoAA 1.51 155 1.55 1.58
CRAR 238 237 244 252 RoAE 12.58 13.18 13.73 14.38
Source: Company Data, PL Research Source: Company Data, PL Research
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Price Chart Recommendation History
350 - . .
No. Date Rating TP (Rs.) Share Price (Rs.)
300 +
1 08-Jan-26 BUY 265 291
250 -
200 4 2 04-Nov-25 BUY 265 236
150 3 07-Oct-25 BUY 245 219
100 A 4 01-Aug-25 BUY 245 214
50 - 5 07-Jul-25  BUY 210 219
0 . . . . . . . . : : , 6 23-Jun-25 BUY 210 191
™ m m n & < <« <t W Wn O o O
D R R G R 7 05-May-25 BUY 210 174
> D > 9 > o > 9 > o > Q
» ® 3 5 o ® 3 6 © ® 5 o o
L > € 2 0 35 & zZ2 v 3 < Z2 4w 8 08-Apr-25 BUY 200 160
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 Axis Bank BUY 1,500 1,258
2 Bank of Baroda BUY 320 299
3 Canara Bank Hold 160 150
4 Canara Robeco Asset Management Company BUY 325 3N
5 City Union Bank BUY 265 291
6 DCB Bank BUY 155 182
7 Federal Bank BUY 275 270
8 HDFC Asset Management Company BUY 2,950 2,554
9 HDFC Bank BUY 1,150 931
10 ICICI Bank BUY 1,800 1,411
1 ICICI Prudential Asset Management Company BUY 3,300 2,736
12 Indusind Bank Accumulate 960 892
13 Kotak Mahindra Bank BUY 500 423
14 Nippon Life India Asset Management BUY 1,000 879
15 State Bank of India BUY 1,100 1,007
16 Union Bank of India BUY 200 179
17 UTI Asset Management Company Accumulate 1,250 1,135

PL’s Recommendation Nomenclature (Absolute Performance)

Buy > 15%

Accumulate : 5% to15%

Hold : +5% to -5%

Reduce : -5% to -15%

Sell ;< -15%

Not Rated (NR) : No specific call on the stock
Under Review (UR) . Rating likely to change shortly
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