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Fundamental Pick 

City Union Bank Ltd. 
 
Accumulate                            Target Price: Rs 116 
 

Value Parameters -  

BSE Code 532210 

NSE Symbol CUB 

CMP  Rs 97 

Face Value Rs 1 

52 Week High/Low 106/77 

Market Cap (Rs cr) 5,821 

ABV (Rs) (FY17E) 58 

P/ABV ratio (x) (FY17E) 1.5 

 

Shareholding Pattern % (Dec’ 15) 
 
 

 
 

Company Overview: 
 
City Union Bank Ltd, the oldest private sector bank in India, 

was founded on October 31, 1904 and is headquartered at 

Kumbakonam, Tamil Nadu, India. The bank in the beginning 

preferred the role of a regional bank. The first branch of the 

Bank was opened at Mannargudi on 24th January 1930. 

Presently the bank has pan India presence & operates 

through 500 branches, 1302 ATM & employee strength of 

4,437. The bank has greater presence in Tamil Nadu about 

50%. The main focus of the Bank is lending to MSME, Retail / 

Wholesale Trade with granular asset profile including 

providing short term and long term loans to agricultural 

sector.  

 

Investment Rationale 
 

 The bank has diversified loan book with greater 

exposure to the MSME sector. The small-ticket loans 

along with the shrinking financial health of the PSU 

banks are likely to lead the road ahead for the bank. 

We expect the bank to grow at a CAGR of 10.5% for 

FY15-17E. 

 

 The bank stays strong on capital adequacy. The total 

capital ratio (Basel ll) for the bank in FY 13 stood at 

13.98 & grew to 16.59 in FY 15. CAR as per Basel lll 

rose from 15.01 in FY 14 to 16.52 in FY 15. We 

expect the bank to stay strong on its capital 

adequacy for FY15-17E with a slight drop in FY16. 

 

 The bank manages the costs efficiently. In FY 15 the 

cost to income ratio dropped down to 42.8 from 44.1 

in FY 14. This year (9M) too, the ratio has dropped 

down to 40.23. This is likely due to the decelerating 

growth in branches & employee strength.  

 

 The bank continues to keep its NIM healthy. Net 

interest income for the bank has been on a 

consistent rise with NIM above 3% for nearly a 

decade. 

 
Valuations 
 
We have valued the bank at its P/ABV multiple of 2.0 (x) 
to its FY 17E adjusted book value per share. We have 
arrived at a target of 116 per share at which the 
valuations look reasonable. At CMP of 97 the stock is 
trading at the FY17E P/EPS and P/ABV of 9.8 & 1.7 
respectively and has “Accumulate”rating on the stock.   
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Research Analyst Registration No. Contact Website Email Id 

INH000002764 SMS: ‘Arihant’ to 56677 www.arihantcapital.com  research@arihantcapital.com 

 
Arihant is Forbes Asia’s ‘200 Best under a $Billion’ Company 

 ‘Best Emerging Commodities Broker’ awarded by UTV Bloomberg 

            
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                               

ARIHANT Capital Markets Ltd 
#1011, Solitaire Corporate Park, Building No.10, 1
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Andheri Ghatkopar Link Road, Chakala, Andheri (E), Mumbai-400093 
T. 022-42254800. Fax: 022-42254880 

www.arihantcapital.com 

Disclaimer: This document has been prepared by Arihant Capital Markets Limited (hereinafter called as Arihant) and its subsidiaries and associated companies. 
This document does not constitute an offer or solicitation for the purchase and sale of any financial instrument by Arihant. Receipt and review of this document 
constitutes your agreement not to circulate, redistribute, retransmit or disclose to others the contents, opinions, conclusion, or information contained herein. 
This document has been prepared and issued on the basis of publicly available information, internally developed data and other sources believed to be reliable. 
Whilst meticulous care has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any 
employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This document is prepared for 
assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. All recipients of this material should before dealing 
and or transacting in any of the products referred to in this material make their own investigation, seek appropriate professional advice. The investments 
discussed in this material may not be suitable for all investors. The recipient alone shall be fully responsible/are liable for any decision taken on the basis of this 
material. Arihant Capital Markets Ltd (including its affiliates) or its officers, directors, personnel and employees, including persons involved in the preparation or 
issuance of this material may; (a) from time to time, have positions in, and buy or sell or (b) be engaged in any other transaction and earn brokerage or other 
compensation in the financial instruments/products discussed herein or act as advisor or lender/borrower in respect of such securities/financial 
instruments/products or have other potential conflict of interest with respect to any recommendation and related information and opinions. The said persons 
may have acted upon and/or in a manner contradictory with the information contained here and may have a position or be otherwise interested in the 
investment referred to in this document before its publication. The user of this report assumes the entire risk of any use made of this data / Report. Arihant 
especially states that it has no financial liability, whatsoever, to the users of this Report. 
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