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Share Holding (%) 

Sector Outlook Neutral 

Stock 
 

CMP (Rs.)                            134 

BSE code 532210 

NSE Symbol CUB 

Bloomberg CUBK IN 

Reuters CTBK.BO 

Key Data 
 

Nifty 21,743 

52 Week H/L (Rs.) 168/120 

O/s Shares (Mn) 740 

Market Cap (Rs. bn) 99.5 

Face Value (Rs.) 1 

Average Volume 
 

3 months 49,74,260 

6 months 51,40,890 

1 year 48,21,240 

Relative Price Chart 

Steady performance on asset quality metrics; business growth still lagging 

Net Interest Income stood at Rs. 516 crores in Q3FY24, showing a decline of 4.2% QoQ / down 7.2% 
YoY. Pre-provision operating profit (PPOP) stood at Rs. 364 crores in Q3FY24, showing a degrowth 
of 5.8% QoQ / down 26.8% YoY. Provisions stood at Rs. 46 crores in Q3FY24 compared to Rs. 56 
crores in Q2FY24 and Rs. 225 crores in Q3FY23. The bank’s quarterly net profit rose to Rs. 253 
crores in Q3FY24, down 9.8% QoQ / down 16.2% YoY. NIM stood at 3.50% in Q3FY24, down 24bps 
QoQ / down 38bps YoY. Gross NPA stood at 4.47% in Q3FY24, down 19bps QoQ / up 15bps YoY. 
Net NPA stood at 2.19% in Q3FY24, down 15bps QoQ / down 48bps YoY. Gross Deposits grew to 
Rs. 52,726 crores in Q3FY24, down 1.8% QoQ / up 5.5% YoY. Gross Advances stood at Rs. 44,017 
crores in Q3FY24, up 0.8% QoQ / up 2.2% YoY. CASA slipped further to 29.0% in Q3FY24 from 
30.0% in Q2FY24 and 29.0% in Q3FY23. The cost-to-income ratio rose to 48.64% in Q3FY24 from 
46.34% in Q2FY24 and 36.24% in Q3FY23. 

Valuation and Outlook 

CUB reported a mixed set of numbers in Q3FY24 with core PPOP declining due to lower NIMs. How-
ever, the bank’s asset quality was better led by controlled slippages and strong recoveries. NIM miss 
was due to a one-time interest reversal of Rs. 25 crores related to a FITL. Meanwhile, the lender’s 
loan growth continues to remain weak although the management expects credit flow to pick up in up-
coming quarters driven by the bulk of the KCC book been run down and implementation of digital 
lending. The bank is looking to accelerate growth but looking at nine-month performance, we believe 
that the lender will end up at high single-digit numbers in FY24 which would be lower than the industry 
average. With CUB expecting newer segments such as retail and unsecured to contribute 15% to 
loans in five years, execution remains a key monitoring factor due to competitive intensity. Although 
asset quality has started to normalize, it is expected to be slow and gradual. Additionally, business 
growth is expected to remain below par in the near term. 
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Particulars (Rs. crores) Q3FY23 Q2FY24 Q3FY24 YoY (%) QoQ (%) 

Net Interest Income 556 538 516 -7.2 -4.2 

PPOP 497 387 364 -26.8 -5.8 

Net Profit 218 281 253 16.2 -9.8 

NIM (%) 3.88 3.74 3.5 (38bps) (24bps) 

RoA (%) 1.34 1.69 1.49 15bps (20bps) 

GNPA (%) 4.62 4.66 4.47 (15bps) (19bps) 

NNPA (%) 2.67 2.34 2.19 (48bps) (15bps) 

CASA (%) 29.0 30.0 29.0 - (100bps) 
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Key Concall Highlights 

 City Union Bank (CUB) is aiming to close FY24 with a business growth of 12-15% and the growth 
is skewed towards year-end. 

 The bank’s recoveries are more than the slippages, and it expects the same to continue for the 
remaining quarters, and the slippages will be back to the pre-COVID level. 

 The recoveries in NPA are increasing over and above the slippages, resulting in a reduction in 
gross NPA, net NPA, and the provision requirements. Hence, the bank can see decent PAT 
growth due to reduced credit costs. 

 So far, the bank has opened 20 branches in this financial year, taking its total number of branches 
to 772. By FY24 end, the bank is planning to open around 800 branches. 

 FITL is the facility which is given by the bank to its loan account when the restructuring was done 
during the COVID. This FITL is nothing but giving funded interest-term loans as part of the re-
structuring package. The bank had Rs. 25 crores reversal from the interest income of those FITL 
given to those borrowers, and this is the portion of the interest for those restructured loans, which 
turned into NPA. So this amount is the reversal from the interest income. This led to a decline of 
13bps in this quarter’s NIM. 

 The bank used to operate about 6 to 8% SMA2, of which about one-third i.e., about 2% used to 
be NPA. But now post the clean-up is done, it has been able to see the slippages coming back to 
less than 2% and also the SMA2 numbers were in 2%+ perhaps the lowest to whatever it has 
dealt with in the past. This has led to CUB’s asset quality improving significantly over the past few 
quarters. 

 Due to the bank’s aggressive adoption of digital lending, its turnaround time for customers could 
be as low as one day. Probably, 70-80% of the credit request of giving in-principle sanctions can 
happen within 48 hours or so. 

 In the next 4 to 8 quarters, the bank’s focus is to reach a RoE growth rate of around 16-17%. This 
ploughing back of profit will help the bank to achieve growth, with CAR at comfortable levels.  

 Loan growth remains weak but the bank expects gradual improvement back to pre-covid levels in 
FY25 led by a pick-up in gold loans, automated lending, and controlled slippages. 

 Deposits growth will largely be in line with advances growth, but the bank is currently not aggres-
sive for the same. 

 CUB’s tie-up with BCG for digitization and process improvement has resulted in a significant re-
duction of TAT from 7-15 days to <2 days and improved underwriting practices have freed up 
processing capacities. 

 

 

 

 

 

 

 

 

 

 

“The bank is working hard to 
achieve double-digit advance 
growth. “ 
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Key Financials  

 YE March (Rs. crores)  FY18 FY19 FY20  FY21  FY22   FY23  9MFY24 

Net Interest Income 1,403 1,612 1,675 1,830 1,917 2,163 1,577 

Growth %  14.9% 3.9% 9.3% 4.8% 12.8%  

PPOP 1,208 1,240 1,341 1,468 1,595 1,818 1,165 

Growth%  2.6% 8.1% 9.5% 8.7% 14.0%  

Net Profit 592 683 476 593 760 938 761 

Growth %  15.4% (30.3%) 24.6% 28.2% 23.4%  

EPS 9.2 9.6 6.5 8.0 10.3 12.7 10.3 

Profitability & Valuation 

NIM (%) 4.42% 4.32% 3.98% 4.00% 3.98% 3.89% 3.63% 

RoA (%) 1.60% 1.64% 1.00% 1.15% 1.35% 1.46% 1.52% 

RoE (%) 15.4% 15.3% 9.5% 10.7% 12.3% 13.4% 13.0% 

BV per Share (Rs.) 62.6 65.9 71.8 79.1 89.0 100.7 100.4 

P/E (x) 15.0 14.4 21.3 17.3 13.4 10.9 13.0 

P/BV (x) 2.2 2.1 1.9 1.7 1.6 1.4 1.3 

Cost to Income Ratio 43.00% 41.70% 43.00% 41.70% 40.40% 38.90% 45.65% 

Source: Company, BP Equities Research 
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Analyst (s) holding in the Stock :  Nil 

Analyst (s) Certification: 

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our 
personal views about any and all of the subject issuer (s) or securities. We also  certify that no part of our compensation was, is, or will 
be directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities). 

General Disclaimer 

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not 
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation 
would be illegal.  
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current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
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