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City Union Bank 

Strong performance, growth and margin surprise positively; retain BUY 

City Union Bank delivered a strong performance in Q4FY26, with balance 
sheet growth sustaining above system (loans up 26.5% y/y and deposits 
up 23.3% y/y), stable NIM and healthy asset quality (net slippages 
~30bps). Credit growth acceleration was led by gold loans, while the loan 
growth (ex-gold) stood at ~16% y/y, broadly in-line with the system. 
Stable margin, strong fee income and controlled opex drove 32.8% y/y 
growth in core operating profit. Growth visibility remains healthy with the 
management guiding for ~200/300bps higher-than-system loan growth, 
supported by steady momentum across the bank’s core MSME book. With 
stable margin, healthy fee momentum and benign asset quality, we expect 
earnings to remain steady over the medium-term, with RoA likely to 
sustain above 1.5% over FY27/28e. We maintain BUY rating on City 
Union Bank with a 12-month TP of Rs355, valuing the stock at 2x FY28e 
P/ABV. 

Balance sheet momentum accelerates; CASA strengthens: Credit growth 
was up 26.5% y/y (vs. 20.8% in Q3FY26), led by strong traction in gold loans 
(up ~36.7% y/y). Gold loans (including agri gold) now constitute ~29% of 
overall book, with the management indicating ~30% as the broad operating 
upper threshold. On liability side, deposit momentum remained strong with 
23.3% y/y growth. Sequentially, LDR improved by 223bps to 84.1%, while 
CASA ratio strengthened by 36bps to 27.6%. For FY27, the management sees 
credit growth at ~200-300bps above the system, while the deposit growth is 
expected to broadly track loan growth.  

Core profitability remains strong: NIM remained broadly stable at 3.87% 
(down 2bps q/q), despite 223bps improvement in LDR, as yield expansion 
outpaced the increase in CoF. We expect margin to sustain near the current 
levels, with any yield pressure likely to be offset by easing funding cost. Fee 
income saw strong traction (16.5% y/y and 12.9% q/q), while opex growth 
remained below balance sheet growth. Stable NIM, healthy fee momentum and 
controlled opex drove 32.8% y/y growth in core operating profit. Going ahead, 
we believe stable margin, controlled opex and moderate credit cost would 
support profitability, with RoA expected to sustain above 1.5% over FY27/28e. 

Asset quality remains strong: Asset quality remained healthy with gross 
slippages coming in at 131bps (vs. 136bps in Q3FY26), while net slippages 
stood at 30bps. Standard restructured book increased 5% q/q to Rs5.1bn, at 
0.78% of loans. 

Outlook and Valuation: At CMP, the stock trades at 1.5x FY28e P/ABV. We 
maintain BUY rating on the stock with a TP of Rs355, valuing it at 2x FY28e 
P/ABV.  

Key Risks: (a)Higher-than-expected slippages; and (b) lower-than-expected 
loan growth. 
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Rating: BUY 

Target Price (12-mth): Rs.355 

Share Price: Rs.271 

Relative Price Performance 

 

Source: Bloomberg 
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CUBK Sensex

Key Data CUBK IN / CTBK.BO 

52-week high / low Rs324 / 172 

Sensex / Nifty 77304 / 24093 

Market cap  Rs206bn 

Shares outstanding  743m 

 
Shareholding Pattern (%)  Mar'26   Dec'25   Sep'25  

Promoters  -     -     -    

- of which, Pledged  -     -     -    

Free float  100.0   100.0   100.0  

- Foreign institutions  23.4   23.5   26.0  

- Domestic institutions  40.7   40.2   36.8  

- Public   35.9   36.3   37.3  

 

Change in Estimates  Target  Reco  

Estimates Revision (%) FY27e FY28e 

NII  3.1   2.9  

PPoP  4.0   3.1  

PAT  4.3   4.3  

 

This note is not edited due to timeliness 
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Quick Glance – Financials and Valuations

Fig 1 – Income Statement (Rs m) 

Y/E Mar  FY24   FY25   FY26   FY27e   FY28e  

Net interest income 21,235  23,157  28,298  34,190  39,770  

    NII growth (%) -1.8 9.1 22.2 20.8 16.3 

Non-interest income 7,417  8,981  10,388  11,791  13,382  

Income 28,651  32,138  38,687  45,980  53,152  

    Income growth (%) -3.6 12.2 20.4 18.9 15.6 

Operating expenses 13,484  15,351  18,544  21,960  25,391  

PPoP 15,167  16,786  20,142  24,020  27,761  

    PPoP growth (%) -16.6 10.7 20.0 19.3 15.6 

Provisions 2,860  2,620  3,430  4,380  5,168  

PBT 12,307  14,166  16,712  19,640  22,592  

Tax 2,150  2,930  3,450  4,321  4,970  

PAT 10,157  11,236  13,262  15,319  17,622  

    PAT growth (%) 8.3 10.6 18.0 15.5 15.0 

EPS (Rs) 13.7 15.2 17.8 20.6 23.7 

DPS (Rs) 1.5 2.0 2.0 2.1 2.4 

Source: Company, Anand Rathi Research  

 

Fig 2 – Balance Sheet (Rs m) 
Y/E Mar FY24 FY25 FY26 FY27e FY28e 

Share capital 741  741  743  743  743  

Reserves & surplus 83,274  93,925  104,906  118,693  134,553  

Deposits 556,566  635,260  783,080  912,288  1,067,377  

Borrowings 47,242  21,694  53,268  58,595  64,454  

Other liabilities 20,436  24,612  28,248  30,892  29,893  

Total liabilities 708,259  776,232  970,244  1,121,211  1,297,019  

      

Advances 455,257  520,813  658,752  777,327  917,246  

Investments 156,641  173,361  189,869  212,654  238,172  

Cash & bank balance 69,435  52,905  89,271  95,966  103,163  

Fixed & other assets 26,925  29,153  32,352  35,264  38,438  

Total assets 708,259  776,232  970,244  1,121,211  1,297,019  

No. of shares (m) 741  741  743  743  743  

   Deposits growth (%) 6.2 14.1 23.3 16.5 17.0 

 Advances growth (%) 5.7 14.4 26.5 18.0 18.0 

Source: Company, Anand Rathi Research  

 

Fig 3 – Ratio Analysis (%) 
Y/E Mar  FY24 FY25 FY26 FY27e FY28e 

NIM 3.4 3.4 3.6 3.6 3.6 

Cost-income 47.1 47.8 47.9 47.8 47.8 

RoA 1.5 1.5 1.5 1.5 1.5 

RoE 12.8 12.6 13.2 13.6 13.8 

DPS 1.5 2.0 2.0 2.1 2.4 

LDR 81.8 82.0 84.1 85.2 85.9 

Gross NPA 4.0 3.1 1.9 1.8 1.9 

Net NPA 2.0 1.3 0.7 0.6 0.7 

PCR 51.5 60.1 64.7 65.0 65.0 

BV (`) 113.4 127.8 142.2 160.7 182.1 

CAR (%) 23.7 23.8 21.9 20.9 20.0 

- Tier 1 22.7 22.7 20.8 20.0 19.2 

P / E (x) 19.8 17.9 15.2 13.2 11.4 

P / BV (x) 2.4 2.1 1.9 1.7 1.5 

P / ABV (x) 2.6 2.2 2.0 1.7 1.5 

Source: Company, Anand Rathi Research 

Fig 4 – Price-to-Book Band 

 

Source: Bloomberg 

 

Fig 5 – 1-Year Forward Price-to-BV 

 

Source: Bloomberg 

 

Fig 6 – Price Movement 

 

Source: Bloomberg 
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  Key Highlights 

Quarterly Snapshot 

Fig 7 – Income Statement 

Y/E Mar (Rs m) Q3 FY25 Q4 FY25 Q1 FY26 Q2 FY26 Q3 FY26 Q4 FY26 

Interest income  14,787   15,327   16,053   16,531   17,557   18,556  

Interest expense  8,910   9,324   9,800   9,866   10,035   10,698  

NII  5,877   6,003   6,253   6,665   7,522   7,858  

   y/y growth (%) 13.9 9.8 14.7 14.4 28.0 30.9 

Non-interest income  2,284   2,512   2,439   2,591   2,453   2,905  

Total income  8,161   8,515   8,692   9,257   9,975   10,763  

    y/y growth (%) 15.1 18.0 17.9 14.4 22.2 26.4 

Operating expenses  1,785   1,965   2,006   2,244   2,302   2,346  

   of which, staff cost  2,016   2,140   2,176   2,307   2,541   2,621  

PPoP  4,360   4,410   4,509   4,706   5,132   5,796  

   y/y growth (%) 19.8 25.4 20.7 9.9 17.7 31.4 

Total provisions  750   780   700   570   960   1,200  

PBT  3,610   3,630   3,809   4,136   4,172   4,596  

Tax  750   750   750   850   850   1,000  

PAT  2,860   2,880   3,059   3,286   3,322   3,596  

    y/y growth (%) 13.0 13.0 15.7 15.2 16.1 24.9 

Source: Company, Anand Rathi Research 

 

Fig 8 – Balance Sheet 

Y/E Mar (Rs m) Q3 FY25 Q4 FY25 Q1 FY26 Q2 FY26 Q3 FY26 Q4 FY26 

Equity capital  741   741   741   741   741   743  

Reserves & Surplus  90,918   93,925   96,984   98,519   101,841   104,906  

Deposits  582,713   635,260   657,340   694,860   705,159   783,080  

Borrowings  23,580   21,694   22,637   21,827   22,232   53,268  

Other Liabilities  -     24,612   -     28,076   -     28,248  

Total Liabilities  -     776,232   -     844,024   -     970,244  

   y/y deposits growth (%) 10.5 14.1 19.8 21.1 21.0 23.3 

   q/q deposits growth (%) 1.6 9.0 3.5 5.7 1.5 11.1 

       

Cash and cash balances  9,509   52,905   11,835   69,529   16,443   89,271  

Advances  504,093   520,813   540,200   566,809   608,920   658,752  

Investments  159,855   173,361   174,958   175,187   175,577   189,869  

Other Assets  -     29,153   -     32,499   -     32,352  

Total Assets  -   776,232  -   844,024   -   970,244  

    y/y advances growth (%) 14.5 14.4 16.1 18.7 20.8 26.5 

    q/q advances growth (%) 5.5 3.3 3.7 4.9 7.4 8.2 

Source: Company, Anand Rathi Research 
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Fig 9 – Yield, Cost and Margin 

 
Source: Company, Anand Rathi Research 

 

Fig 10 – Credit Growth vs. LDR 

 
Source: Company, Anand Rathi Research 
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Fig 11 – Deposit Growth vs. CASA Ratio 

 
Source: Company, Anand Rathi Research 

 

Fig 12 – Break-up of Loans 

 
Source: Company, Anand Rathi Research 
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Fig 13 – Break-up of Retail Loans 

 
Source: Company, Anand Rathi Research 

 

Fig 14 – Asset Quality and Slippage Trends 

 
Source: Company, Anand Rathi Research 
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  Outlook and Valuations 

We maintain BUY rating on the stock with a TP of Rs355, valuing it at 2x FY28e 
P/ABV. 

Fig 15 – Change in Estimates 

(Rs m) 
FY27e FY28e 

New  Old  Change (%) New  Old  Change (%) 

NII 34,190 33,168 3.1 39,770 38,647 2.9 

PPoP 24,020 23,090 4.0 27,761 26,934 3.1 

PAT  15,319 14,688 4.3 17,622 16,899 4.3 

Source: Anand Rathi Research 

Risks 

◼ Higher-than-expected slippages could put our estimates at risk. 

◼ Less-than-anticipated loan growth could upset our estimates. 
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Analyst Certification 
The views expressed in this Research Report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the 
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research analyst(s) 
in this report. The research analysts are bound by stringent internal regulations and also legal and statutory requirements of the Securities and Exchange Board of 
India (hereinafter “SEBI”) and the analysts’ compensation are completely delinked from all the other companies and/or entities of Anand Rathi, and have no bearing 
whatsoever on any recommendation that they have given in the Research Report. 
 
Important Disclosures on subject companies 
Rating and Target Price History (as of 27 April 2026) 

 

 Date Rating 
TP  

(Rs) 
Share 

Price (Rs) 
24 09-Aug-21 Hold 170 155 
25 14-Nov-21 Buy 190 164 
26 06-Feb-22 Buy 170 145 
27 30-May-22 Buy 180 138 
28 09-Aug-22 Buy 190 138 
29 04-Nov-22 Buy 220 190 
30 11-Feb-23 Buy 184 160 
31 27-Oct-23 Buy 167 134 
32 01-Feb-24 Buy 179 144 
33 20-May-24 Buy 191 152 
34 28-Jul-24 Buy 192 160 
35 21-Oct-24 Buy 200 151 
36 31-Jan-25 Buy 218 174 
37 31-Jul-25 Buy 268 214 
38 04-Nov-25 Buy 295 236 
39 03-Feb-26 Buy 353 283 

 

 
Anand Rathi Ratings Definitions 

Analysts’ ratings and the corresponding expected returns take into account our definitions of Large Caps, Mid Caps & Small Caps as described in the Ratings 
Table below:  

Ratings Guide (12 months) 
    Buy   Hold   Sell 
Large Caps (Top 100 companies)  >15%   0-15%   <0% 
Mid Caps (101st-250th company)  >20%   0-20%   <0% 
Small Caps (251st company onwards) >25%   0-25%   <0% 
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investigations. Readers are advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any trades or 
making any investments. This Report has been prepared on the basis of publicly available information, internally developed data and other sources believed by 
ARSSBL to be reliable. ARSSBL or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy, completeness, 
adequacy and reliability of such information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and 
reasonable, none of the directors, employees, affiliates or representatives of ARSSBL shall be liable for any direct, indirect, special, incidental, consequential, punitive 
or exemplary damages, including lost profits arising in any way whatsoever from the information / opinions / views contained in this Report. The price and value of 
the investments referred to in this Report and the income from them may go down as well as up, and investors may realize losses on any investments. Past 
performance is not a guide for future performance. ARSSBL does not provide tax advice to its clients, and all investors are strongly advised to consult with their tax 
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information and opinions. Without limiting any of the foregoing, in no event shall ARSSBL and its associates or employees or any third party involved in, or related to computing 
or compiling the information have any liability for any damages of any kind. 

Details of Associates of ARSSBL and Brief History of Disciplinary action by regulatory authorities & its associates are available on our website i.e. www.rathionline.com 

Disclaimers in respect of jurisdiction: This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any 
locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject ARSSBL to any 
registration or licensing requirement within such jurisdiction(s). No action has been or will be taken by ARSSBL in any jurisdiction (other than India), where any action for such 
purpose(s) is required. Accordingly, this Report shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless such action is in compliance with 
all applicable laws and regulations of such country or jurisdiction. ARSSBL requires such recipient to inform himself about and to observe any restrictions at his own expense, 
without any liability to ARSSBL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in India.  

Statements on ownership and material conflicts of interest, compensation - ARSSBL and Associates 

Answers to the Best of the knowledge and belief of ARSSBL/ its Associates/ Research Analyst who is preparing this report 

Research analyst or research entity or his associate or his relative has any financial interest in the subject company and the nature of such financial interest. No 

ARSSBL/its Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject company, at the end of 
the month immediately preceding the date of publication of the research report? 

No 

ARSSBL/its Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject company No 

ARSSBL/its Associates/ Research Analyst/ his Relative have any other material conflict of interest at the time of publication of the research report? No 

ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation from the subject company in the past twelve months No 

ARSSBL/its Associates/ Research Analyst/ his Relative have managed or co-managed public offering of securities for the subject company in the past twelve 
months 

No 

ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation for investment banking or merchant banking or brokerage services from 
the subject company in the past twelve months 

No 

ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation for products or services other than investment banking or merchant 
banking or brokerage services from the subject company in the past twelve months 

No 

ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation or other benefits from the subject company or third party in connection 
with the research report 

No 

ARSSBL/its Associates/ Research Analyst/ his Relative have served as an officer, director or employee of the subject company. No 

ARSSBL/its Associates/ Research Analyst/ his Relative has been engaged in market making activity for the subject company. No 

 
NOTICE TO US INVESTORS: 

This research report is the product of Anand Rathi Share and Stock Brokers Limited, which is the employer of the research analyst(s) who has prepared the research report.  
The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not associated person(s) of any U.S. regulated broker-dealer and 
therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to 
otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances, and trading securities held by a 
research analyst account. 

Research reports are intended for distribution only to Major U.S. Institutional Investors as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act of 1934 (the 
Exchange Act) and interpretations thereof by the U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a-6(a)(2).  If the recipient of this research report is not 
a Major U.S. Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated, 
and/or transmitted onward to any U.S. person which is not a Major U.S. Institutional Investor. In reliance on the exemption from registration provided by Rule 15a-6 of the 
Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major U.S. Institutional Investors, Anand Rathi Share and Stock Brokers Limited 
has entered into a Strategic Partnership and chaperoning agreement with a U.S. registered broker-dealer: Banc Trust Securities USA. Transactions in securities discussed in 
this research report should be affected through Banc Trust Securities USA. 

1. ARSSBL or its Affiliates may or may not have been beneficial owners of the securities mentioned in this report. 

2. ARSSBL or its affiliates may have or not managed or co-managed a public offering of the securities mentioned in the report in the past 12 months. 

3. ARSSBL or its affiliates may have or not received compensation for investment banking services from the issuer of these securities in the past 12 months and do not expect 
to receive compensation for investment banking services from the issuer of these securities within the next three months. 

4. However, one or more of ARSSBL or its Affiliates may, from time to time, have a long or short position in any of the securities mentioned herein and may buy or sell those 
securities or options thereon, either on their own account or on behalf of their clients. 

5. As of the publication of this report, ARSSBL does not make a market in the subject securities. 

6. ARSSBL or its Affiliates may or may not, to the extent permitted by law, act upon or use the above material or the conclusions stated above, or the research or analysis on 
which they are based before the material is published to recipients and from time to time, provide investment banking, investment management or other services for or solicit to 
seek to obtain investment banking, or other securities business from, any entity referred to in this report. 

© 2026. This report is strictly confidential and is being furnished to you solely for your information. All material presented in this report, unless specifically indicated otherwise, is 
under copyright to ARSSBL. None of the material, its content, or any copy of such material or content, may be altered in any way, transmitted, copied or reproduced (in whole or 
in part) or redistributed in any form to any other party, without the prior express written permission of ARSSBL. All trademarks, service marks and logos used in this report are 
trademarks or service marks or registered trademarks or service marks of ARSSBL or its affiliates, unless specifically mentioned otherwise.  

As of the publication of this report, ARSSBL does not make a market in the subject securities.  

Registration granted by SEBI, Enlistment as RA and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. 

Additional information on recommended securities/instruments is available on request.  

Compliance officer: Deepak Kedia, email id: deepakkedia@rathi.com, Contact no. +91 22 6281 7000 
Grievance officer: Madhu Jain, email id: grievance@rathi.com, Contact no. +91 22 6281 7191 

ARSSBL registered address: Express Zone, A Wing, 10th Floor, Western Express Highway, Diagonally Opposite Oberoi Mall, Malad (E), Mumbai – 400097. 
Tel No: +91 22 6281 7000 | Fax No: +91 22 4001 3770 | CIN: U67120MH1991PLC064106. 

 




