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Summary

Union Bank of India, India's fifth-largest PSU bank with a Rs. 23.8 lakh
crore business, has completed one of the most compelling post-merger
transformations in Indian public sector banking. GNPA has declined from
13.7% in FY21 to 2.82% in FY26, PAT crossed Rs. 18,697 crore
compounding at 45% CAGR from FY21, ROA has held above 1.2% for two
consecutive years, and CRAR at 18.1% is the strongest among large PSBs.
Yet the stock trades at approximately 1.0x FY27E P/ABV — a material
discount to peers despite a return profile that is structurally superior on
most metrics. We initiate with BUY and a 12-month target price of Rs.
187, valued at 0.88x FY28E BV, implying 15% upside.

= Balance sheet restructuring is complete; MSME and RAM mix
driving the next leg of growth: FY26's reported Advances growth of
9.74% was a deliberate artefact of management restructuring —
eliminating IBPC, running down bulk deposits, and churning of sub-
6% corporate loans. MSME grew 18.75% in FY26 and retail 16.75%,
with RAM now constituting 57.5% of domestic advances.
Management has guided 13-14% advance growth for FY27. We
model MSME and retail sustaining 18% growth through FY28,
improving both blended yield and reducing portfolio cyclicality
structurally.

= CASA franchise build and operating leverage are the twin re-rating
catalysts: CASA improved 265 bps to 35.21% in just two quarters,
driven by the Ecosystem Banking initiative — 1,600 dedicated
personnel and 1,500 RMs systematically acquiring CASA
relationships. We model CASA reaching 37—-38% by FY28, structurally
lowering the CoFs and improving funding quality independent of the
rate cycle. Simultaneously, Project MUSKAAN — simplifying 300+
operational processes combined with rising digital origination share
is compressing the cost-to-income ratio from 49.0% in FY26 toward
46% by FY28, driving PPOP growth ahead of revenue growth.

Financial snapshot (Rs mn)
Year FY24 FY25 FY26 FY27E FY28E
NIl 3,65,704 3,72,137 3,66,588 4,03,548 4,56,090
Change (yoy, %) 12% 2% -1% 10% 13%
Net Profit 1,36,483 1,79,871 1,86,971 2,08,407 2,36,225
Change (yoy, %) 62% 32% 4% 11% 13%
EPS (Rs) 19.0 23.6 24.5 27.3 30.9
Change (yoy, %) 54% 24% 4% 11% 13%
BV (Rs) 127.0 148.0 168.4 189.7 213.7
PER (x) 8.6 6.9 6.7 6.0 5.3
P/BV (x) 1.3 1.1 1.0 0.9 0.8
ROE (%) 15.6 17.1 15.5 15.2 15.3
ROA (%) 1.0 1.2 1.2 1.2 1.3
GNPA (%) 4.8 3.6 2.8 2.6 2.5
NNPA (%) 1.0 0.6 0.5 0.4 0.4
CAR (%) 17.0 18.0 18.1 18.9 18.5
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Industry Overview
India’s Macro-Economic Backdrop

India remains among the fastest-growing major economies globally, with real
GDP expanded at 7.7% in FY26, comfortably ahead of the global average of
approximately 3.1%. The RBI projects GDP growth of 6.60% for FY27, with
quarterly estimates ranging from 6.30% to 6.80%, underpinned by resilient
private consumption, sustained public capital expenditure and a broad-based
recovery in services and manufacturing output. Within the sectoral composition,
financial services, real estate and professional services grew at 10.20% in FY26,
while manufacturing expanded at 8.40% and construction at 7.60%, indicating
robust underlying momentum in credit-intensive sectors of the economy.

Exhibit 1: India GDP scale and real growth trajectory
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Among comparable economies, India's growth trajectory stands out. China's
GDP growth held at 5.00% in CY25 and is projected to moderate to 4.40% in
CY26 and 4.00% in CY27, reflecting structural moderation. Indonesia is projected
at 5.00-5.10% over CY26-CY27, while Brazil is expected at 1.90% in CY26. The
Euro Area and the United States are projected at 1.10% and 2.30% respectively
in CY26, underscoring the relative growth premium that India carries at roughly
6.60%. This premium directly supports the domestic banking sector through
higher credit demand, improving household incomes and a widening formal
economy.

On the monetary policy front, the RBI undertook a cumulative 125 bps reduction
in the repo rate during FY 25-26, bringing it from 6.50% to 5.25%. The easing
cycle was aimed at supporting growth amid moderating Consumer price
inflation moderated sharply to approximately 2.10% in FY26 from 5.40% in FY24,
settling near the lower bound of the RBI's 2-6% tolerance band, though price
pressures began re-emerging late in the year as crude and rupee effects fed

through. The central bank has maintained a “neutral” stance, signalling
confidence in the growth outlook while retaining flexibility to respond to

external risks. For the banking sector, the rate-cut cycle has dual implications: it
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compresses near-term NIMs as asset-side repricing outpaces liabilities, but
simultaneously stimulates credit demand across retail, MSME and corporate
segments through lower borrowing costs.

Credit Penetration: Structural Headroom for Growth

India’s bank credit to the private non-financial sector, measured as a proportion
of GDP, stood at 62.50% as of December 2025. This is materially below the levels
observed in developed economies such as Australia (136.50%) and the United
Kingdom (72.80%), and is broadly comparable to South Africa (56.70%). Even
within the emerging market peer group, India’s credit penetration trails Brazil
(75.10%), indicating significant structural room for expansion. The relatively
lower ratio reflects historically conservative credit intermediation, lower
household leverage, a larger role of self-financing and informal funding
channels, and the gradual formalisation of the economy that is still in its early
stages.

The credit expansion opportunity is further supported by India’s high savings
base. Gross national savings stood at 31.92% of GDP in CY25, substantially above
the United States (17.70%), United Kingdom (16.08%), Brazil (14.08%) and South
Africa (12.65%). Within the household savings composition, the share of net
financial savings has increased from 26.52% in FY23 to 32.71% in FY25, while
savings in physical assets moderated from 70.32% to 64.13%, suggesting a
gradual but meaningful shift towards financial instruments. This structural
savings surplus provides a large and growing pool of deposits for the banking
system while supporting sustained credit demand from an under-leveraged
household sector.

Non-food credit extended by banks grew from Rs 107 lakh crore in May’21 to Rs
213 lakh crore in May’26, representing a 14.76% CAGR over five years. Looking
ahead, non-food credit is projected to grow at 14-15% in FY27, driven by
continued economic expansion, infrastructure investment, deeper retail
penetration and greater formalisation of credit.

Exhibit 2: Non-food credit rising as a share of GDP
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Banking Sector: Under-Penetration and the Inclusion Opportunity

India’s banking infrastructure, while extensive in absolute terms, remains under-
penetrated relative to developed markets. At approximately 14-15 commercial
bank branches per 100,000 adults, India trails significantly behind Japan (33.71),
France (30.05), the United States (25.73) and Australia (15.83). While the gap
partly reflects India’s lower per capita income and the rapid adoption of digital
channels that reduces the marginal need for physical branches, it also indicates
that large parts of the country, particularly in central, eastern and north-eastern
regions, remain underserved by institutional banking.

Exhibit 3: Bank branch penetration: India vs global peers
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On account ownership, India has made substantial progress. Approximately 78%
of adults aged 15 and above now hold an account with a formal financial
institution, a significant improvement from 53% in 2014, driven by the Pradhan
Mantri Jan Dhan Yojana (PMJDY) and the broader JAM (Jan Dhan-Aadhaar-
Mobile) architecture. However, approximately 16% of account holders remain
inactive, compared with an average of 4% across other low- and middle-income
economies, indicating that access has outpaced actual usage.

PMIDY remains the foundational plank of India’s financial inclusion architecture.
As of March 2026, 579.35 million accounts have been opened under the
scheme, with aggregate deposits of Rs 3.05 lakh crore. Approximately 66.6% of
these accounts are in rural and semi-urban areas, and 55.7% are held by
women, indicating deep penetration among historically underserved
demographics. Over 397 million RuPay debit cards have been issued to PMJDY
beneficiaries, integrating them into the digital payments ecosystem. For PSU
banks, which hold the overwhelming majority of PMIDY accounts (445 million of
~580 million), this represents both a deposit franchise advantage and a gateway
for cross-selling credit, insurance and investment products to a captive, low-cost
liability base.
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Digital Public Infrastructure as a Growth Enabler

India’s digital public infrastructure has evolved into a powerful catalyst for
financial services delivery. Digital payment transactions grew from 43.71 billion
in FY21 to 221.98 billion in FY25. In value terms, digital payments expanded
from Rs. 1,415 lakh crore to Rs. 2,862 lakh crore over the same period. UPI
continued to drive digital payment adoption in FY26, processing 22.72 billion
transactions worth Rs. 28.92 lakh crore in June 2026 alone. UPI, with over 647
banks integrated and more than 350 million unique users, has become the single
largest digital payment network in the country.

India's digital identity and authentication infrastructure has continued to scale
rapidly. Over 1.41 billion Aadhaar numbers have been issued, covering virtually
the entire resident population. Aadhaar authentication transactions reached
22.38 billion in FY25, growing at a 28.82% CAGR from 2.95 billion in FY17, while
e-KYC transactions increased from 1.09 billion in FY17 to 4.69 billion in FY25,
enabling faster customer onboarding and significantly reducing documentation
friction across the banking system. Reflecting continued growth in digital
payment infrastructure and adoption, the RBI's Digital Payments Index (RBI-DPI)
increased to 516.76 as of September 2025 from 493.22 in March 2025.

For the banking sector, this digital infrastructure translates into three
operational advantages. First, it lowers customer acquisition costs by enabling
paperless, presence-less onboarding through e-KYC and video verification.
Second, it reduces transaction costs by shifting volumes from branch-based to
digital channels, improving cost-to-income ratios. Third, it expands the
addressable market by making formal banking services accessible to customers
in remote geographies who were previously dependent on cash and informal
channels. Rural internet penetration has increased steadily from 34.60 internet
subscribers per 100 population in March 2020 to 47.16 as of December 2025,
supported by BharatNet connectivity across more than 2.15 lakh Gram
Panchayats and one of the world's lowest mobile data costs. Over 96% of rural
youth aged 15-24 can use mobile phones and over 80% have accessed the
internet recently, indicating that digital literacy is no longer a binding constraint
on rural financial services adoption.
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About the Company

Union Bank of India (UBI) has emerged as one of the strongest turnaround
stories within the Indian public sector banking universe, successfully
transforming itself into a well-capitalised, profitable and operationally efficient
institution following the amalgamation with Andhra Bank and Corporation Bank.
Over the past few years, the bank has shifted its strategic focus from pursuing
balance sheet expansion to delivering sustainable profitability through
disciplined underwriting, granular retailisation of the loan portfolio, prudent
liability management and conservative provisioning. This strategic
transformation has resulted in a structurally stronger balance sheet, superior
asset quality and improved return ratios. Consequently, the bank reported its
highest-ever annual net profit of Rs. 17,987 crore in FY25, which further
improved to Rs. 18,697 crore in FY26, despite moderation in net interest
margins owing to the easing interest rate environment, demonstrating the
resilience of its earnings profile.

The bank continues to benefit from strong sovereign ownership, with the
Government of India holding a 74.76% equity stake as on 31 March 2026.
Institutional ownership has strengthened alongside the bank's improving
fundamentals, with Domestic Institutional Investors (Dlls) holding 11.12%,
Foreign Institutional Investors (Flls) accounting for 9.37%, while public
shareholders own the remaining 4.75%. The ownership structure provides
stability through majority government ownership while ensuring meaningful
institutional participation and adequate free float in the capital market.

Union Bank today ranks among India's largest public sector banks with a global
business of Rs. 23.86 lakh crore, comprising global deposits of Rs. 13.07 lakh
crore and global gross advances of Rs. 10.79 lakh crore as of March 2026. The
lending portfolio remains well diversified across Retail, Agriculture and MSME
(RAM), corporate banking and international operations. Management has
consciously increased the share of granular lending segments to improve
portfolio quality and risk-adjusted returns, with RAM advances accounting for
approximately 55.49% of total advances (57.49% of domestic advances) at the
end of FY26. During the year, RAM advances grew 12.56% YoY, led by 16.75%
growth in retail advances and 18.75% growth in MSME advances, reflecting the
bank's strategic shift towards higher-yielding and relatively lower-risk retail and
MSME segments while maintaining a balanced corporate franchise.

Union Bank possesses one of the largest banking distribution franchises in the
country with 8,697 branches, 8,656 ATMs and over 26,147 Business
Correspondent (BC) points across India. The branch network is geographically
well diversified, with approximately 30% of branches located in rural centres,
30% in semi-urban locations, 20% in urban centres and 20% in metropolitan
cities, enabling deep penetration across retail, agriculture and MSME customer
segments. The bank has also established a specialised distribution infrastructure
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comprising 117 Union MSME First Branches, 143 Retail Loan Points, 76
Agriculture Loan Points, 138 MSME Loan Points, 1,675 Gold Loan Points, 12
Large Corporate Branches, 38 Mid Corporate Branches, three Stressed Asset
Management Branches and 28 Asset Recovery Branches, supporting product
specialisation and operational efficiency. Management added 76 branches
during FY26 and intends to open another 200 branches during FY27 to
strengthen its retail distribution network.

The bank has delivered a significant improvement in financial performance over
the past few years. During FY25, Union Bank reported operating profit of Rs.
31,090 crore and net profit of Rs. 17,987 crore, while Return on Assets (RoA)
improved to 1.26% and Return on Equity (RoE) increased to 15.48%. In FY26,
although operating profit moderated to Rs. 28,620 crore due to pressure on
margins, net profit increased further to Rs. 18,697 crore, reflecting lower
provisioning requirements and sustained improvement in asset quality. Net
Interest Income stood at Rs. 36,659 crore, while Net Interest Margin (NIM)
moderated from 2.91% in FY25 to 2.70% in FY26 amid the softer interest rate
environment. Nevertheless, profitability remained healthy with RoA of 1.26%
and RoE of 15.48%, demonstrating the bank's ability to sustain earnings despite
margin compression.

Asset quality has been the cornerstone of Union Bank's transformation over the
past few years. As of March 2026, Gross NPA declined to 2.82% from 3.60% a
year earlier, while Net NPA improved to 0.48% from 0.63%, reflecting sustained
recoveries, disciplined underwriting and lower incremental slippages. Gross
NPAs reduced to Rs. 30,401 crore, while Net NPAs declined to Rs. 5,067 crore.
The bank further strengthened its provisioning profile, with Provision Coverage
Ratio (PCR) improving to 95.03%, among the highest within the public sector
banking universe. Credit cost declined sharply to 0.23% in FY26 from 0.77% in
FY25, while the slippage ratio improved to 0.89%, underscoring continued
improvement in portfolio quality. During the earnings call, management also
disclosed that it created an additional contingency provision of Rs. 700 crore
without impacting reported profitability or capital adequacy, highlighting its
conservative provisioning philosophy and preparedness for future regulatory
developments such as the Expected Credit Loss (ECL) framework.

Capitalisation continues to remain a significant strength. The bank reported a
Capital Adequacy Ratio (CRAR) of 18.10%, while the Common Equity Tier-I
(CET-1) ratio improved to 15.69%, comfortably above regulatory requirements
and providing sufficient capital to support future business expansion.
Management also highlighted healthy liquidity metrics, including a Credit-
Deposit ratio domestic above 80.40%, average Liquidity Coverage Ratio (LCR) of
113.83% and Net Stable Funding Ratio (NSFR) of 115.34%, enabling the bank to
pursue growth without compromising liquidity or balance sheet strength.
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On the liability side, the bank has consciously reduced dependence on high-cost
bulk deposits while increasing the share of granular retail deposits and CASA.
Bulk term deposits declined from Rs. 3,47,253 crore in March 2025 to
Rs. 2,76,436 crore in March 2026, while CASA balances and retail term deposits
expanded, with CASA plus Retail TD growing 10.61% YoY. Domestic CASA ratio
improved to 35.21% as of March 2026 from 33.51% a year earlier, an
improvement of 170 basis points. This disciplined liability strategy is expected to
support earnings stability across interest rate cycles while strengthening the
overall funding franchise.

The bank is led by Shri Asheesh Pandey, Managing Director & Chief Executive
Officer, supported by Executive Directors Shri Nitesh Ranjan, Shri
Ramasubramanian S., Shri Sanjay Rudra and Shri Amresh Prasad. The
management team continues to focus on sustainable growth, digital
transformation, operational efficiency, customer-centric banking, prudent risk
management and disciplined capital allocation, while maintaining profitability
and asset quality as key strategic priorities.

Looking ahead, management remains focused on accelerating growth in the
Retail, Agriculture and MSME segments while maintaining strong underwriting
standards and preserving asset quality. Strategic priorities include expanding the
granular liability franchise, improving CASA mobilisation, increasing operational
efficiency through digital initiatives, strengthening customer engagement and
maintaining healthy capital buffers. Management believes that improving
liquidity conditions and RBl's accommodative monetary policy will support
stronger credit demand over the medium term, while the bank intends to
continue prioritising profitability and balance sheet quality over aggressive
growth.
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Story in Charts

Exhibit 4: Earnings build-up: NIl, PPOP and net profit
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Exhibit 6: Op Efficiency: Opex to AUM and CTI trend
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Exhibit 8: Deposit base and CASA ratio
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Exhibit 5: Spread trend: yield, cost of funds and NIM2
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Exhibit 7: Asset quality trend: GNPA and NNPA
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Exhibit 9: Advances and advances growth
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Investment Rationale

Retail and MSME-led franchise to drive sustainable credit growth: Union Bank
has regained growth momentum with gross advances increasing 9.74% YoY, led
by 16.75% growth in retail loans and 18.75% growth in MSME advances, taking
the RAM portfolio to approximately 55.49% of total advances (57.49% of
domestic advances). Management highlighted strong business momentum
during the second half of the year, with combined incremental deposits and
advances of nearly Rs. 1.76 lakh crore between September 2025 and March
2026, reflecting a sharp improvement in execution across key lending segments.
The bank's extensive distribution network of 8,697 branches, specialised retail,
agriculture and MSME loan centres, coupled with -calibrated portfolio
diversification, provides a scalable sourcing platform across geographies. With
continued focus on granular secured lending and improving customer
acquisition capabilities, the retail and MSME franchises are expected to remain
the primary growth engines. Management has guided for credit growth of 13—
14% in FY27 while emphasising quality over volume, supported by churning of
low-yielding IBPC and large corporate exposures into higher-yielding granular
assets. We expect Union Bank to sustain healthy double-digit credit growth over
the medium term while improving portfolio granularity and supporting stable
earnings growth.

Liability franchise strengthening through granular deposits and ecosystem
banking: Management continues to prioritise deposit quality over volume by
consciously shifting funding away from bulk deposits towards retail term
deposits and CASA, while maintaining comfortable liquidity with an average LCR
of 113.83% and NSFR of 115.34%. Bulk term deposits reduced by nearly Rs.
70,800 crore during the year, even as CASA plus Retail TD grew 10.61% YoY,
demonstrating clear progress on liability granularisation. The bank is increasingly
leveraging its ecosystem banking strategy, supported by nine Ecosystem Hubs
and 118 Ecosystem Business Centres covering all 140 regions, to deepen
transaction relationships, improve customer engagement and enhance granular
deposit mobilisation across corporate, government and retail ecosystems.
Alongside dedicated deposit mobilisation initiatives and digital acquisition
channels, these efforts are expected to improve the liability mix and reduce
reliance on relatively expensive wholesale funding. Management has guided
that deposit growth will be aligned with the FY27 credit growth target of 13—
14%, ensuring a balanced Credit-Deposit ratio while continuing to defend
funding costs. A stronger granular deposit base should improve funding stability,
enhance balance-sheet resilience and support sustainable loan growth over the
medium term.

10
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Margin resilience supported by disciplined liability management

Union Bank reported a FY26 NIM of 2.70% compared with 2.91% in FY25, while
quarterly NIM moderated to 2.64% amid the easing interest-rate environment.
Despite margin pressure, management has adopted a disciplined approach by
reducing dependence on high-cost bulk deposits, accelerating retail deposit
mobilisation and redeploying liquidity from lower-yield treasury assets into
advances. Cost of Deposits has steadily declined from 5.61% in Q4 FY25 to 5.23%
in Q4 FY26, while Cost of Funds improved from 4.80% to 4.37% over the same
period, indicating that liability repricing benefits are gradually flowing through.
The bank has prioritised profitability over aggressive balance-sheet expansion
while maintaining healthy liquidity and capital buffers. Management has guided
that it will continue to defend NIM and expects it to remain stable or improve in
FY27 as the bulk of repo rate cuts have already been absorbed and deposit
repricing benefits accrue further. With gradual improvement in funding costs
and a better liability mix, we expect margin compression to moderate and NIM
to remain broadly stable around current levels over the medium term,
supporting sustainable earnings quality.

Digital transformation and Project Muskaan to enhance operating
leverage

Union Bank continues to strengthen operating efficiency through business scale,
digital transformation and process automation. The cost-to-income ratio
improved to 46.31% in Q4 FY26 from 49.95% in the previous quarter, reflecting
positive operating jaws as business momentum accelerated. The bank is
leveraging Project Muskaan, a bank-wide Business Process Transformation
initiative, to improve customer experience, branch productivity and service
quality while expanding digital capabilities through centralised processing
centres and technology-enabled workflows. Digital lending journeys generated
more than Rs. 35,660 crore of business during FY26 across 15+ products, while
approximately 70 lakh users migrated to the new Union ease App, underscoring
scale benefits from technology investments. Management has indicated that the
strong business momentum generated in the second half of FY26 is expected to
translate into higher revenue without a proportionate increase in operating
expenses, supporting positive operating jaws and improvement in pre-provision
operating profit in FY27. Combined with its nationwide distribution network and
specialised lending verticals, these initiatives are expected to improve employee
productivity and optimise cost absorption as business volumes increase. We
expect gradual improvement in operating efficiency and sustained growth in
pre-provision operating profit as the franchise continues to scale.

11
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Strong capital position provides significant growth headroom

Union Bank remains among the best-capitalised public sector banks with a CRAR
of 18.10% and CET-1 ratio of 15.69%, providing substantial capacity to support
future credit growth without immediate equity dilution. Total capital
strengthened to Rs. 1,37,758 crore as of March 2026 from Rs. 1,26,825 crore a
year earlier, while the Board has approved a fresh capital plan of up to Rs. 6,000
crore (Rs. 3,000 crore equity, Rs. 2,000 crore AT-1 and Rs. 1,000 crore Tier-2) for
FY26 to support future growth. The bank has maintained comfortable liquidity
buffers alongside prudent balance-sheet management, allowing it to optimise
asset deployment while remaining well above regulatory capital requirements.
The strong capital position provides flexibility to accelerate retail and MSME
lending while supporting investment in technology, branch expansion and
business transformation initiatives. We believe the existing capital surplus offers
significant growth optionality while preserving balance-sheet strength and
shareholder returns over the medium term.

Structural improvement in asset quality underpins earnings
durability

Union Bank continues to demonstrate consistent improvement in asset quality
with GNPA declining to 2.82%, NNPA reducing to 0.48% and PCR improving to
95.03%, among the highest within the public sector banking universe. Credit
costs moderated sharply to 0.23% in FY26 from 0.77% in FY25, reflecting
disciplined underwriting, improving recoveries and lower slippages across the
portfolio, with the slippage ratio improving to 0.89% for the year. The bank
further strengthened its balance sheet by creating an additional Rs. 700 crore of
contingent provisions, enhancing resilience against future regulatory or
macroeconomic uncertainties such as the Expected Credit Loss framework.
Management has reiterated its philosophy of growth with quality and prudent
risk management, indicating that asset quality metrics are expected to remain
stable to improving in FY27, with credit costs likely to remain benign as legacy
stress is largely resolved. The steady reduction in stressed assets, improving
provision buffers and diversified loan mix position the bank favourably for the
next credit cycle. With legacy stress largely resolved and underwriting standards
remaining conservative, we expect credit costs to remain benign, supporting
stable profitability, improved return ratios and greater earnings visibility over
the medium term.

Investment Case Summary: Union Bank's investment case is underpinned by a
significantly stronger balance sheet, improving asset quality, healthy capital
adequacy, granular loan mix and disciplined management execution. The sharp
reduction in stressed assets, industry-leading provision coverage, sustained
profitability and robust capital position provide confidence that the bank is well
positioned to deliver sustainable earnings growth over the medium term.
Continued expansion of the RAM portfolio, strengthening of the liability

12
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franchise and disciplined risk management should further support improvement
in shareholder returns.

Key risks include sustained pressure on net interest margins due to a lower
interest rate environment, slower-than-expected mobilisation of low-cost
deposits, deterioration in macroeconomic conditions affecting corporate asset
quality, increased competition for retail liabilities, regulatory changes relating to
capital or provisioning requirements, and any slowdown in credit demand.
Maintaining superior asset quality while expanding the retail and MSME
franchise will remain critical to sustaining profitability over the medium term.
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Retail and MSME-led franchise to drive sustainable credit
growth

We initiate our credit growth view on Union Bank of India (UBI) with a positive
bias since:

e UBI has structurally repositioned its loan book away from cyclical wholesale
lending and towards granular Retail, Agriculture and MSME (RAM) segments,
which today comprise approximately 55.48% of global advances and 57.49%
of domestic advances,

e The bank has the physical distribution depth, specialised origination
infrastructure and underwriting discipline to sustain double-digit growth in
these granular segments and

e Management's guided credit growth trajectory of 13-14% for FY27 is
meaningfully anchored in structural drivers rather than cyclical recovery,
with a medium-term aspiration of progressing RAM share to approximately
60% of total advances.

UBI's growth engine has decisively shifted from cyclical wholesale
lending to granular RAM segments

During FY26, gross advances increased 9.74% YoY, with retail advances growing
16.75% and MSME advances expanding 18.75%, both materially outperforming
overall loan book growth and confirming that incremental balance sheet
creation is being driven by granular segments rather than large-ticket corporate
lending. The structural nature of this shift is further evidenced by the two-year
CAGR profile, with overall global advances at 9.18%, domestic advances at
9.16% and RAM at a materially higher 11.36%, indicating consistent
outperformance of the granular book over multiple cycles. Importantly, the
diversification within the RAM portfolio itself reduces dependence on any single
segment, with Retail at 24.31%, Agriculture at 17.62% and MSME at 15.56% of
domestic advances. Unlike the previous wholesale-led growth cycle, where
balance sheet expansion was concentrated in a relatively small number of large
borrowers, the current growth franchise is anchored in thousands of smaller-
ticket borrowers, which is structurally more sustainable and meaningfully less
cyclical.

As shown in Exhibit 11, Union Bank's RAM share of 55.5% is broadly in line with
SBI at 56.1% and modestly below Canara Bank at 59.0%, indicating that its
granular mix is already comparable to the largest PSU peers rather than lagging
them. With retail and MSME advances compounding well ahead of the
corporate book, we see scope for UBI to close the small gap to Canara and
progress toward its medium-term aspiration of a 60% RAM share.
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Exhibit 10: Shift in mix from corporate to RAM
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Exhibit 12: Branch network trend
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UBI's branch network is a structural sourcing advantage that
supports granular loan origination

UBI operates 8,697 branches, 8,656 ATMs and 26,147 Business Correspondent
outlets, making it one of the largest banking distribution networks in India. The
network is geographically well diversified, with rural and semi-urban centres
each accounting for 30% of branches, urban at 20% and metropolitan at 20%,
enabling deep penetration across borrower segments where private sector
banks continue to have limited presence. In our view, this distribution scale
matters disproportionately for retail and MSME lending, which—unlike
wholesale lending—requires continuous sourcing of thousands of customers
each month and where origination footprint is itself a competitive moat.
Management has announced plans to expand the network by 200 branches
during FY27, further augmenting sourcing capacity. We see this physical
franchise as a key reason why UBI's RAM growth has materially outpaced its
overall loan book growth and why the medium-term aspiration of 60% RAM
share appears credible.

Exhibit 13: Employee base trend
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Specialised origination infrastructure improves productivity of the
branch network

In addition to conventional branches, UBI has established dedicated processing
centres comprising 117 Union MSME First Branches, 143 Retail Loan Points, 76
Agriculture Loan Points, 138 MSME Loan Points and 1,675 Gold Loan Points. We
note that this specialised infrastructure materially improves throughput by
reducing turnaround time, increasing sanction rates and freeing relationship
managers from administrative tasks. Faster loan processing translates directly
into higher conversion from sanctions to disbursements, thereby increasing the
productivity of each branch without a proportionate increase in operating
expenses. As loan processing becomes increasingly centralised and technology-
enabled, the bank is able to originate a larger volume of quality loans while
maintaining consistent underwriting standards across geographies. In our view,
this operational architecture supports higher growth and stronger risk
management simultaneously.

Retail book is highly diversified and exhibits exceptionally strong
bureau score profile

UBI's retail portfolio of Rs. 2.53 lakh crore is well diversified across home loans
(42.55% of retail), vehicle loans (11.23%), education loans (7.18%), mortgage
loans (7.12%) and other retail products (31.92%), providing multiple
independent growth engines. More importantly, we note that retail asset quality
is exceptionally strong: 37.0% of the retail book is to borrowers with credit
bureau scores above 780, a further 35.9% in the 750-780 band and 26.9% in the
700-749 range, while only 0.2% of exposures fall below 700. In effect, nearly
99.8% of the retail book is rated 700 or above, which we view as one of the
highest underwriting quality profiles among PSU banks. Such conservative
selection materially reduces the probability that faster retail growth will
translate into elevated credit costs in subsequent cycles.

MSME franchise is increasingly granular, with micro enterprises
now contributing more than half the segment

UBI's MSME portfolio of Rs. 1.62 lakh crore grew 18.75% YoY in FY26, with micro
enterprises accounting for 53.72% of the segment, small at 27.13% and medium
at 19.15%. The increasing penetration into smaller enterprises broadens the
customer base while reducing concentration risk, since growth is dependent on
thousands of borrowers rather than a handful of large MSME accounts. We see
continued tailwinds from formalisation of small businesses through GST, Udyam
registration, digital banking adoption and government-backed credit guarantee
schemes, which have materially expanded the addressable lending universe.
MSME lending also generally commands higher yields than large corporate
loans, supporting margin expansion alongside balance sheet growth.
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The corporate franchise remains highly rated and well-diversified,
complementing the granular RAM book

Although the corporate franchise is a declining share of total advances, we note
that the residual exposure is anchored in highly rated borrowers and well-
distributed sectors. Approximately 86% of corporate loans above Rs. 25 crore
are rated A and above, with a further 9% rated BBB, taking the investment-
grade share to approximately 95%, while BB-and-below exposures have
remained marginal at around 5% over the past five quarters. Sectoral
concentration is also well managed, with the top seven industries—
Infrastructure (10.03%), NBFCs and HFCs (15.84%), Basic Metals (2.71%),
Petroleum/Coal/Nuclear (1.67%), Food Processing (0.45%), Chemicals (1.37%)
and Textiles (1.55%)—together accounting for 33.61% of domestic advances,
broadly stable versus 34.09% a year earlier. Within infrastructure, the portfolio
is well diversified across Power (Rs. 48,323 crore, including Rs. 18,694 crore of
Renewable Energy), Roads (Rs. 41,692 crore) and Others (Rs. 14,426 crore), with
no single sub-segment showing material concentration risk. The NBFC and HFC
book, which has been a key area of regulatory focus across the banking system,
also reflects strong underlying credit quality: 65% of standard NBFC exposure is
rated AAA, 30% AA and 4% A, taking the A-and-above share to 99%, with BBB-
and-lower exposures at just 1%. PSU and PSU-backed NBFCs account for Rs.
48,536 crore of the Rs. 1,64,839 crore portfolio, while HFCs contribute Rs.
34,434 crore, indicating that a meaningful portion of NBFC exposure carries
sovereign or quasi-sovereign linkage.

Portfolio churn is meaningfully understated by headline loan
growth

A critical yet often overlooked contributor to credit growth is UBI's ongoing
portfolio optimisation. Management has highlighted that approximately Rs.
35,000 crore of Inter-Bank Participation Certificate (IBPC) exposure has been
fully exited, while nearly Rs. 30,000 crore of low-yielding corporate loans
carrying yields below approximately 6% have been gradually replaced with
higher-yielding lending opportunities. In our view, this is particularly significant
because headline loan growth of 9.74% materially understates the actual
lending activity undertaken by the bank during FY26: management
simultaneously churned nearly Rs. 60,000-65,000 crore of existing low-yielding
assets into more profitable segments. This recycling of balance sheet capacity
creates room for incremental lending without a proportionate increase in risk-
weighted assets, while simultaneously improving portfolio yields. We see future
growth being driven not merely by incremental balance sheet expansion but
also by continuous replacement of lower-yielding corporate exposures with
higher-return retail and MSME loans.
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Liability strategy provides the funding base for sustained credit
expansion

The funding side of the balance sheet has been strategically repositioned to
support credit growth. Nearly Rs. 70,800 crore of relatively expensive bulk
deposits were replaced with lower-cost retail term deposits and higher CASA
balances during FY26, while liquidity was simultaneously redeployed from
lower-yielding treasury assets into advances. CASA deposits grew 7.92% YoY to
Rs. 4,60,077 crore, while CASA plus Retail Term Deposits expanded 10.61% YoY
to Rs. 10,29,852 crore. The domestic CASA ratio improved 170 basis points YoY
to 35.21%, materially strengthening the cost efficiency of the funding base. Two-
year deposit CAGR has remained healthy at 3.44% for global deposits and 4.37%
for domestic deposits, reflecting calibrated, quality-focused growth rather than
aggressive bulk deposit accretion. The credit-deposit ratio of 83.27% on a global
basis (80.40% domestic) provides meaningful operating flexibility, while average
LCR at 113.83% and NSFR at 115.34% remain comfortably above regulatory
requirements. In our view, future loan growth is unlikely to be constrained by
funding availability.

Strong capital position provides headroom to sustain credit growth
without near-term dilution

We note that UBI reported a CRAR of 18.10% and CET-1 ratio of 15.69% as of
March 2026, comfortably above regulatory requirements and providing
significant headroom for incremental loan growth. Total capital strengthened to
Rs. 1,37,758 crore from Rs. 1,26,825 crore a year earlier, while the Board has
approved a fresh capital plan of up to Rs. 6,000 crore (Rs. 3,000 crore equity, Rs.
2,000 crore AT-1, Rs. 1,000 crore Tier-2) to support future growth. Since
internally generated capital continues to improve alongside declining credit
costs and stable profitability, we see the current capital base as adequate to
support management's guided credit expansion over the medium term without
immediate equity dilution.

As shown in Exhibit 15, Union Bank's Tier-1 ratio of 16.6% is the highest of the
three, ahead of Canara Bank at 14.6% and State Bank of India at 13.3%, giving it
the strongest core capital position among these large PSU peers. This buffer
supports multi-year credit growth without recourse to near-term equity dilution
and provides meaningful headroom to absorb the RAM-led balance sheet
expansion guided for FY27 and FY28.
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Exhibit 14: Capital build-up: CET-1 and Tier-2 Exhibit 15: Capital adequacy vs peers
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Overall, we see UBI's credit growth outlook as structurally
underpinned rather than cyclically dependent

UBI's growth franchise is supported by multiple structural pillars, including one
of India's largest branch networks, specialised retail and MSME sourcing
infrastructure, improving portfolio granularity, disciplined portfolio
optimisation, a stable and granular funding base, exceptionally strong retail
underwriting standards (~99.8% of retail at bureau scores >700), a highly rated
corporate book (~95% investment grade) and comfortable capital adequacy.
Collectively, these factors provide a robust foundation for sustaining double-
digit credit growth, progressing RAM share towards the targeted ~60% of total
advances, and enhancing the quality and profitability of the loan book over the
medium term.
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Liability franchise strengthening through granular deposits
and ecosystem banking

We initiate our liability franchise view on Union Bank of India (UBI) with a
positive bias since:

e Management has consciously reduced dependence on volatile bulk deposits
while accelerating mobilisation of retail term deposits and CASA, structurally
improving the quality of the funding base,

e The domestic CASA ratio has improved 170 basis points YoY to 35.21%, while
CASA plus Retail Term Deposits expanded 10.61% YoY despite a deliberate
Rs. 70,800 crore reduction in bulk deposits and

e The ecosystem banking architecture, comprising 9 Ecosystem Hubs and 118
Ecosystem Business Centres covering all 140 regions, provides a structural
platform to deepen institutional and retail liability relationships beyond
conventional branch-led acquisition.

e Management has guided that deposit growth will broadly match the FY27
credit growth target of 13-14%, indicating that future balance sheet
expansion will remain fully funded by stable customer liabilities.

Deposit strategy has shifted from absolute growth to composition
quality

We note that the long-term sustainability of any banking franchise ultimately
depends on the quality, stability and cost of its funding base rather than the
headline deposit growth rate. Recognising this, management has consciously
shifted its strategic focus away from pursuing absolute deposit growth and
towards improving the composition of deposits by replacing volatile and
expensive wholesale funding with stable, granular retail liabilities. Rather than
competing aggressively for bulk deposits that temporarily inflate balance sheet
size but compress margins, the bank has prioritised retail term deposits and
CASA mobilisation, thereby strengthening both funding stability and profitability
simultaneously. This disciplined approach ensures that future loan growth is
supported by a sustainable funding base rather than opportunistic wholesale
borrowings. In our view, this stance also explains why headline deposit growth
at 2.72% YoY appears moderate—reported growth understates the actual
quality transformation occurring beneath the surface.
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Bulk deposit reduction of Rs. 70,800 crore reflects a strategic exit,
not competitive pressure

The most significant development on the liability side during FY26 has been the
deliberate reduction in bulk term deposits, which declined from Rs. 3,47,253
crore in March 2025 to Rs. 2,76,436 crore in March 2026, a reduction of nearly
Rs. 70,800 crore over the year. We note that this was not the result of
competitive pressure or deposit outflows but rather a strategic decision by
management to exit relatively expensive institutional deposits carrying higher
funding costs. Bulk deposits, although useful for quickly expanding the balance
sheet, are inherently less stable because they are typically price-sensitive and
concentrated among a limited number of institutional depositors. Such deposits
tend to migrate rapidly across banks whenever interest rates change, creating
refinancing risk and increasing earnings volatility. By consciously replacing these
deposits with retail liabilities, UBI is reducing its dependence on volatile funding
sources while simultaneously improving the durability of its liability franchise. In
our view, this portfolio churn represents a structural enhancement rather than a
cyclical adjustment because it permanently changes the composition of the
bank's funding mix towards more predictable and relationship-driven deposits.

CASA plus Retail TD growth of 10.61% materially understates
underlying liability strength

The replacement of wholesale funding has been supported by strong growth in
granular deposits, particularly through the combined expansion of CASA
balances and retail term deposits. During FY26, CASA plus Retail Term Deposits
increased 10.61% YoY to Rs. 10,29,852 crore, while CASA deposits alone grew
7.92% YoY to Rs. 4,60,077 crore and savings deposits expanded to Rs. 3,75,990
crore. We see this as material evidence that the bank has been successful in
mobilising stable household savings despite consciously reducing bulk deposits.
Retail term deposits differ fundamentally from wholesale deposits because they
originate from millions of individual customers, resulting in significantly lower
concentration risk and greater behavioural stability. Individual depositors
generally maintain banking relationships based on convenience, branch
accessibility, salary accounts and transaction banking rather than solely on
interest rate differentials, and consequently exhibit considerably lower volatility
during changing interest rate cycles. The simultaneous growth of CASA balances
further strengthens this funding profile because CASA represents the lowest-
cost source of funding available to commercial banks, directly supporting margin
stability over time.

Domestic CASA ratio improvement of 170 bps YoY reflects
deepening customer engagement, not promotional pricing

We note that the domestic CASA ratio improved from 33.51% in March 2025 to
35.21% in March 2026, an improvement of 170 basis points YoY and 126 basis
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points QoQ, representing meaningful structural improvement in a highly
competitive deposit environment. Management has emphasised that CASA
mobilisation has become a strategic focus across the organisation because every
incremental CASA rupee permanently reduces the bank's blended cost of funds
while simultaneously improving liquidity metrics. Unlike term deposits, CASA
balances are closely linked to customers' everyday banking relationships,
including salary credits, business transactions, merchant payments, government
collections and digital banking activity. We therefore see sustained CASA growth
as evidence that UBI is successfully deepening customer engagement rather
than merely competing on pricing. As these transaction relationships mature,
they create opportunities for cross-selling loans, insurance, wealth products and
payment services, thereby increasing customer lifetime value while reducing
funding costs.

As shown in Exhibit 16, Union Bank's domestic CASA ratio of 35.2% trails SBI at
39.5% but leads Canara Bank at 29.8%, placing it mid-pack among large PSU
peers. The franchise gap to SBI is the clearest liability-side improvement
opportunity, and the ecosystem banking build-out is aimed squarely at
narrowing it.

Exhibit 16: Domestic CASA ratio vs peers
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Ecosystem banking is a structural catalyst for institutional and
retail deposit mobilisation

A major structural catalyst underpinning future deposit mobilisation is UBI's
ecosystem banking strategy, which represents a shift from conventional branch-
based deposit gathering towards relationship-driven banking across entire
economic ecosystems. The bank has established 9 Ecosystem Hubs and 118
Ecosystem Business Centres collectively covering all 140 administrative regions,
with the objective of integrating corporate clients, government institutions,
MSMEs, employees, vendors, distributors, dealers and retail customers into a
unified banking network. Instead of acquiring individual customers in isolation,
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ecosystem banking enables the bank to capture deposits from multiple
participants connected through a common business relationship—for example,
a corporate banking relationship can simultaneously generate salary accounts
for employees, current accounts for suppliers, transaction banking for
distributors, working capital accounts for vendors and retail banking
relationships for individual households. In our view, this network-based
acquisition model substantially lowers customer acquisition costs while
increasing deposit stickiness because multiple banking relationships become
interconnected within a single ecosystem. As ecosystem penetration expands,
we see deposit mobilisation becoming increasingly organic and less dependent
on aggressive interest rate competition.

Exhibit 17: Ecosystem Banking
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Physical distribution remains a structural advantage in mobilising
rural and semi-urban household deposits

The liability franchise is further supported by UBI's extensive physical
distribution infrastructure, which remains one of the largest among Indian
public sector banks. With 8,697 branches, 8,656 ATMs and over 26,147 Business
Correspondent outlets, the bank possesses a significant competitive advantage
in mobilising household deposits across diverse customer segments. We note
that approximately 60% of the branch network is located in rural and semi-
urban markets (30% rural and 30% semi-urban), where customer relationships
remain predominantly branch-led and retail savings behaviour tends to be more
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stable than in highly competitive metropolitan markets. This geographical
diversification reduces dependence on a few urban centres while providing
access to underpenetrated savings pools in Tier Il, Tier lll and rural India. Unlike
digital-only acquisition models that often experience higher customer attrition,
UBI's physical presence enables long-term relationship banking that supports
both deposit mobilisation and cross-selling opportunities over multiple decades.

Digital banking is creating an omnichannel deposit acquisition
model

Digital banking initiatives are increasingly complementing this physical
distribution network, creating an omnichannel deposit acquisition model. During
FY26, the bank opened 7,00,488 digital CASA accounts (Rs. 1,500 crore+ of
business), while 1,83,000+ digital Term Deposit accounts contributed Rs. 4,600
crore of deposits. Approximately 70 lakh users have migrated to the new Union
ease App and digital channel users have continued to expand, with retail net
banking users at 92 lakh and corporate users at 5.72 lakh. Rather than relying
exclusively on branch walk-ins, the bank is progressively expanding digital
account opening, mobile banking, payment platforms and transaction banking
capabilities. This digital capability not only improves customer convenience but
also reduces acquisition costs and enhances operating leverage. More
importantly, digital transaction behaviour increases account activity, thereby
improving CASA retention and encouraging customers to maintain higher
operating balances. We see this driving incremental low-cost deposits without
proportionate increases in physical infrastructure or operating expenses.

Liquidity buffers remain comfortable while excess liquidity has
been efficiently redeployed

UBI has maintained an average Liquidity Coverage Ratio of 113.83% and Net
Stable Funding Ratio of 115.34%, both comfortably above regulatory
requirements. The credit-deposit ratio of 83.27% on a global basis and 80.40%
on a domestic basis provides meaningful operating flexibility. We note that
excess liquidity has been consciously optimised by reducing idle treasury assets
and redeploying surplus resources into higher-yielding loan assets while
maintaining adequate regulatory buffers. This reflects a relatively sophisticated
balance sheet management approach whereby liquidity is managed dynamically
instead of maintaining excessive low-yielding assets that dilute profitability. In
our view, the ability to simultaneously improve liquidity efficiency and support
stronger loan growth demonstrates increasing maturity in the bank's asset-
liability management framework.

Improving liability composition supports cost of funds and margin
defence

The gradual improvement in liability quality has important implications for cost
of funds and net interest margins. Cost of Deposits has steadily declined from
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5.61% in Q4 FY25 to 5.23% in Q4 FY26, while Cost of Funds improved from
4.80% to 4.37% over the same period, indicating that liability repricing benefits
are gradually flowing through. Bulk deposits generally require higher interest
rates because institutional depositors negotiate pricing aggressively and
frequently shift funds based on marginal yield differences. In contrast, retail
deposits exhibit considerably lower price elasticity because customers value
convenience, branch accessibility, digital banking services and long-term
relationships alongside interest income. As the share of granular deposits
increases, we see UBI's blended funding cost continuing to decline gradually,
providing a natural cushion against future interest rate volatility and competitive
pricing pressure. This becomes particularly important in a declining interest rate
environment where asset vyields typically reprice faster than liabilities. A
stronger granular deposit franchise therefore enhances the bank's ability to
defend net interest margins while supporting profitable credit expansion.

Synchronised deposit-credit growth eliminates wholesale funding
risk in the FY27 growth plan

Management has guided that deposit growth will broadly match the targeted
FY27 credit growth of 13-14%, reflecting a disciplined approach to balance
sheet expansion rather than aggressive lending unsupported by stable funding.
We see this as an important signal that the bank intends to maintain a balanced
Credit-Deposit ratio while continuing to improve deposit composition, rather
than relying on short-term wholesale funding to finance loan growth. Such
synchronised expansion significantly reduces liquidity risk because advances and
deposits grow in tandem, ensuring future credit growth remains fully funded by
stable customer liabilities. Combined with the ongoing replacement of
expensive bulk deposits, strengthening CASA mobilisation, expanding ecosystem
banking initiatives, digital acquisition capabilities and robust liquidity
management, UBI is building a structurally stronger liability franchise capable of
supporting sustainable balance sheet growth over the medium term.

Overall, we see UBI's liability transformation as a structural
enhancement rather than a cyclical adjustment

The liability franchise is being repositioned along multiple dimensions
simultaneously—reducing reliance on volatile bulk funding, accelerating CASA
and retail TD mobilisation, deepening institutional relationships through
ecosystem banking, leveraging rural and semi-urban branch density, building
omnichannel digital acquisition and optimising liquidity buffers. Collectively, we
view these developments as enhancing funding stability, improving profitability,
strengthening resilience during periods of market stress and providing the
financial foundation necessary to sustain healthy double-digit credit growth
while preserving balance sheet quality.
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Margin resilience supported by disciplined liability
management

We initiate our margin view on Union Bank of India (UBI) with a positive bias
since:

e The FY26 NIM moderation from 2.91% to 2.70% (Q4 NIM of 2.64%) reflects
industry-wide repo rate transmission timing rather than franchise
deterioration, with management successfully limiting compression to just 21
basis points against cumulative repo cuts of approximately 125 basis points,

e Cost of Deposits declined from 5.61% in Q4 FY25 to 5.23% in Q4 FY26 and
Cost of Funds improved from 4.80% to 4.37% over the same period,
indicating that liability repricing benefits are progressively flowing through

e Management has guided to defend NIM and expects it to remain stable or
improve during FY27 as the majority of asset-side repricing has been
absorbed while liability repricing continues to lag favourably.

FY26 NIM compression reflects rate transmission timing rather
than franchise weakness

UBI's NIM moderated from 2.91% in FY25 to 2.70% in FY26, with quarterly NIM
declining to 2.64% in Q4 FY26. In our view, the reduction should be assessed
within the context of an industry-wide interest rate easing cycle rather than as
evidence of deteriorating competitive positioning. The banking system
experienced multiple repo rate cuts during the year, resulting in rapid repricing
of floating-rate assets, particularly loans linked to external benchmark lending
rates (EBLR). Lending rates generally adjust downward almost immediately
following repo reductions, whereas deposit costs reprice more gradually
because of the maturity profile of retail term deposits, creating temporary asset-
liability timing mismatches across the system. Despite these macro headwinds,
UBI successfully limited NIM compression to 21 basis points against
approximately 125 basis points of cumulative repo cuts—an outcome that
compares favourably with peers and reflects active balance sheet management
rather than aggressive pricing actions. Management has consistently
emphasised that defending NIM and protecting profitability remain higher
priorities than pursuing aggressive balance sheet expansion.

As shown in Exhibit 19, Union Bank's NIM of 2.6% is broadly in line with the peer
set, below SBI at 2.9% but ahead of Canara Bank at 2.5%. The differential to SBI
largely reflects business mix rather than pricing discipline, and the rising RAM
share should support gradual convergence.
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Exhibit 18: NIM trend

Exhibit 19: NIM vs peers
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Liability transformation is the most important structural driver of
future margin resilience

Rather than competing aggressively for expensive wholesale funding during
periods of tight system liquidity, UBI has consciously reduced its dependence on
bulk deposits while simultaneously increasing the share of retail term deposits
and CASA balances. During FY26, bulk deposits declined from Rs. 3,47,253 crore
to Rs. 2,76,436 crore (a reduction of nearly Rs. 70,800 crore), while CASA plus
Retail Term Deposits expanded 10.61% YoY to Rs. 10,29,852 crore. In our view,
this strategic liability rebalancing is particularly significant because bulk deposits
typically carry substantially higher interest costs and exhibit greater price
sensitivity than granular retail deposits. Institutional depositors actively shift
funds between banks in response to relatively small changes in offered rates,
whereas retail customers generally maintain longer banking relationships driven
by convenience, transaction banking, salary accounts and branch accessibility.
Replacing wholesale liabilities with retail deposits therefore permanently lowers
the bank's structural funding cost while simultaneously reducing refinancing risk
and improving earnings stability. Unlike temporary interest rate management,
this represents a long-term structural improvement in the economics of the
liability franchise.

CoD and CoF trajectory confirms deposit repricing is now flowing
through

The benefits of the liability transformation are already visible in funding cost
metrics. Cost of Deposits has steadily declined from 5.61% in Q4 FY25 to 5.53%
in Q1 FY26, 5.48% in Q2, 5.31% in Q3 and 5.23% in Q4 FY26—a cumulative
reduction of 38 basis points over the year. Cost of Funds has improved even
more meaningfully, from 4.80% to 4.37% over the same period, a reduction of
43 basis points. In banking, liability repricing typically occurs with a lag because
existing term deposits continue earning contracted interest rates until maturity,
after which they are renewed at prevailing market rates. The continued decline
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in UBI's CoF suggests that a substantial portion of higher-cost deposits raised
during the previous high-interest-rate environment has begun maturing and is
being replaced at lower rates. As this repricing cycle continues throughout FY27,
we expect further moderation in funding costs to provide a natural cushion
against asset yield compression.

As shown in Exhibit 20, Union Bank's cost of deposits at 4.62% is the lowest of
the three, versus 5.45% for SBI and 5.54% for Canara Bank, underlining an
efficient funding base. Its cost of funds at 5.39% sits between the two peers,
leaving scope for further improvement as bulk deposits reprice.

Exhibit 20: Funding cost vs peers
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Asset-side optimisation provides an additional lever for margin
defence

Margin stability has also been supported by active optimisation of the asset side
of the balance sheet. UBI consciously redeployed approximately Rs. 25,000 crore
from lower-yield treasury investments into higher-yielding loan assets, while
simultaneously exiting nearly Rs. 35,000 crore of Inter-Bank Participation
Certificate (IBPC) exposure and replacing approximately Rs. 30,000 crore of low-
yield corporate loans (carrying yields below 6%) with more profitable lending
opportunities. In our view, these portfolio adjustments materially improve the
average vyield on earning assets without requiring disproportionate balance
sheet expansion. Treasury investments generally earn lower yields than retail
and MSME advances, particularly during declining interest rate environments,
while legacy corporate loans carrying sub-6% vyields directly dilute overall
portfolio returns. By reallocating balance sheet capacity towards higher-yield
granular lending, UBI is able to partially offset the decline in lending rates
resulting from repo cuts—an important structural lever supporting NIM defence
even in a falling rate environment.
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Rising RAM share within the loan book structurally improves
portfolio yields

The increasing share of Retail and MSME advances within the loan book further
strengthens the margin profile because these segments inherently command
higher yields than large corporate lending. During FY26, retail advances grew
16.75%, MSME advances expanded 18.75%, while RAM advances collectively
accounted for approximately 55% of global advances and 57.49% of domestic
advances. Retail and MSME loans generally incorporate higher credit spreads to
compensate for servicing costs and borrower risk, thereby generating superior
asset yields relative to highly competitive large corporate loans. We see this
mix-driven yield enhancement as particularly important because it arises from
portfolio composition rather than incremental credit risk—nearly 99.8% of the
retail book is rated 700 or above on bureau scores, while approximately 95% of
corporate exposures (above Rs. 25 crore) are rated A and above. In our view,
portfolio diversification therefore contributes simultaneously to stronger
margins and better asset quality, an outcome that is rare to achieve
concurrently.

As shown in Exhibit 21, Union Bank's yield on advances of 8.3% is level with
Canara Bank and modestly below SBI at 8.5%, reflecting a still-transitioning asset
mix. As higher-yielding retail and MSME assets displace legacy sub-6% corporate
loans, this yield gap should narrow over the medium term.

Exhibit 21: Yield on advances vs peers
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Disciplined pricing reflects a strategic shift towards profitability
over market share

Management has explicitly prioritised profitability over aggressive market share
expansion. Throughout the FY26 earnings call, management repeatedly
emphasised that credit growth would remain focused on quality rather than
volume and that defending margins was a key strategic objective. Instead of
aggressively pricing loans to maximise disbursements or paying elevated rates to
attract wholesale deposits, the bank has consciously accepted moderate growth
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where necessary to preserve long-term profitability. We see this as a significant
shift in strategic philosophy compared with earlier banking cycles, where rapid
balance sheet expansion often came at the expense of spreads and asset
quality. Such pricing discipline becomes particularly valuable during periods of
declining interest rates because banks that sacrifice pricing power to chase
market share typically experience disproportionately larger margin compression.
UBI's willingness to optimise rather than maximise growth therefore enhances
confidence that earnings quality will remain sustainable across interest rate
cycles.

Efficient liquidity management increases proportion of earning
assets

The bank's comfortable liquidity position also contributes meaningfully to future
margin resilience. UBI continues to maintain an average LCR of 113.83% and
NSFR of 115.34%, both comfortably exceeding regulatory requirements, while
the credit-deposit ratio of 83.27% on a global basis (80.40% domestic) reflects
efficient deployment of liquidity. We note that excess liquidity has been actively
optimised by reducing surplus treasury holdings and redeploying funds into
productive lending assets. Excess liquidity, while beneficial from a regulatory
perspective, generally earns relatively low returns because surplus funds remain
invested in government securities or placed with the RBI. By efficiently
managing liquidity buffers without compromising regulatory compliance, the
bank has increased the proportion of earning assets within the balance sheet,
thereby supporting both net interest income and overall margin stability. In our
view, this disciplined ALM framework reduces the earnings drag associated with
idle liquidity while maintaining sufficient flexibility to accommodate future
deposit and credit growth.

Majority of policy rate transmission already absorbed; lagged
deposit benefits to flow through FY27

A further reason for confidence in future margin stability is that the majority of
policy rate transmission has already occurred. Management highlighted that the
banking system has largely absorbed the cumulative repo reductions witnessed
over the past year, implying that the pace of asset yield compression should
moderate going forward. Since floating-rate loans linked to EBLR reprice almost
immediately following changes in policy rates, most of the downward
adjustment in lending yields has already taken place. In contrast, liability
repricing continues to progress gradually as higher-cost deposits mature and are
renewed at lower prevailing rates. We see this as creating a favourable timing
dynamic whereby funding costs continue declining even after asset yields have
substantially adjusted. Consequently, the lagged benefit from deposit repricing
should increasingly offset residual pressure on lending yields during FY27,
allowing NIM to stabilise despite a lower benchmark rate environment.
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Improving granularity of liability mix reduces sensitivity to
competitive pricing

The gradual strengthening of the liability mix through higher CASA balances,
retail term deposits and ecosystem banking further reinforces the long-term
sustainability of funding costs. As the proportion of granular deposits increases,
UBI becomes progressively less dependent on expensive institutional funding
and wholesale market borrowings. Granular retail deposits exhibit significantly
lower price elasticity because customer relationships extend beyond interest
rates to encompass transaction banking, salary accounts, digital banking services
and cross-selling opportunities. This allows the bank greater flexibility in
managing deposit pricing while reducing sensitivity to competitive interest rate
movements. Over time, such structural improvements in funding composition
should provide a durable competitive advantage by enabling UBI to defend
margins more effectively than institutions relying heavily on wholesale deposits.

Overall, we see UBI's margin outlook as materially more resilient
than headline FY26 NIM suggests

The moderation in margins primarily reflects temporary timing differences
between rapid asset repricing and slower liability repricing rather than any
deterioration in franchise quality or competitive positioning. Structural
initiatives including the replacement of high-cost bulk deposits, sustained CASA
mobilisation, retail deposit expansion, optimisation of treasury assets,
replacement of low-yield corporate exposures, continued growth in higher-yield
Retail and MSME lending, disciplined pricing strategy and efficient liquidity
management collectively provide multiple levers supporting future margin
stability. Management has accordingly guided that NIM should remain broadly
stable or improve during FY27 as funding cost benefits continue to flow through
the liability book. Based on the ongoing repricing cycle, improving liability
composition and favourable portfolio mix, we expect margin compression to
moderate materially over the medium term, with NIM remaining broadly stable
around current levels while continuing to support sustainable net interest
income growth, earnings quality and return ratios.

31



Union Bank of India | Initiating Coverage

(@) 1DBI capital

Structural improvement in asset quality underpins
earnings durability

We initiate our asset quality view on Union Bank of India (UBI) with a positive
bias since

e GNPA has declined to 2.82% and NNPA to 0.48% as of March 2026, with
Gross NPAs reducing from Rs. 43,098 crore in March 2024 to Rs. 30,401
crore (a reduction of Rs. 12,697 crore) over two years and Net NPAs
declining from Rs. 8,990 crore to Rs. 5,067 crore (a reduction of Rs. 3,923
crore) over the same period,

e Provision Coverage Ratio has strengthened to 95.03%—among the highest
within the PSU banking universe—while credit cost moderated sharply from
0.77% in FY25 to 0.23% in FY26 and the slippage ratio improved to 0.89%,
indicating that the legacy corporate NPL cycle is now substantially behind
the bank

e Management has guided to keep credit cost at approximately 1% as a
conservative general guidance for FY27, well above the FY26 print of 0.23%,
indicating that even on a stress-conservative basis the bank expects credit
costs to remain materially lower than the FY25 print of 0.77%.

Asset quality improvement is structural rather than cyclical

UBI's earnings profile has undergone a significant structural transformation over
the past few years, driven by sustained improvement in asset quality rather than
cyclical recovery alone. Unlike the previous credit cycle, when public sector
banks were burdened by elevated corporate NPAs, heavy provisioning
requirements and volatile profitability, UBI has now entered a phase where
legacy stress has been substantially resolved, allowing earnings to be
increasingly driven by core operating performance rather than recoveries or
provision write-backs. As of FY26, GNPA declined to 2.82% from 4.76% in March
2024 (an improvement of 194 basis points), while NNPA reduced to 0.48% from
1.03% (an improvement of 55 basis points) over the same period. PCR has
simultaneously strengthened from 92.69% to 95.03% (an improvement of 234
basis points), positioning the bank among the strongest PSU banks in terms of
provision buffers. In our view, this improvement signifies a structural
strengthening of the balance sheet rather than a temporary cyclical recovery,
thereby materially enhancing earnings durability over the medium term.

As shown in Exhibit 22, Union Bank's GNPA of 2.82% is higher than SBI at 1.49%
and Canara Bank at 1.84%, reflecting a heavier legacy stock still being worked
down. However, its PCR of 95.0% and NNPA of 0.48% are broadly comparable to
peers, indicating that residual stress is well provided for.

32



Union Bank of India | Initiating Coverage R{» IDBI Capltal

Exhibit 22: Asset quality and provision cover vs peers
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Legacy stressed asset resolution is now substantially complete

The most significant driver behind the asset quality transformation has been the
successful resolution of legacy stressed assets accumulated during the previous
corporate credit cycle. Over the past two years, UBI has reduced its stock of
Gross NPAs from Rs. 43,098 crore in March 2024 to Rs. 30,401 crore in March
2026, a reduction of Rs. 12,697 crore through a combination of cash recoveries
(Rs. 4,404 crore in FY26), upgradations (Rs. 2,430 crore), write-offs (Rs. 6,567
crore) and disciplined provisioning. Net NPAs have approached historically low
levels at Rs. 5,067 crore, indicating that the remaining stressed assets are
already well provided for. We see this distinction as particularly important
because profitability in earlier years was heavily influenced by the need to
absorb losses from legacy corporate defaults. Today, with the majority of these
stressed exposures either resolved or adequately provisioned, future earnings
become increasingly dependent on the performance of the current loan book
rather than historical credit problems.

Written-off pool of Rs. 71,000 crore provides meaningful upside
optionality on recoveries

UBI's written-off pool stands at approximately Rs. 71,000 crore, of which Rs.
45,000-46,000 crore is currently under resolution at the NCLT. Recovery from
written-off accounts during FY26 was Rs. 3,997 crore (Q4 alone contributed Rs.
1,567 crore, supported by the Sterling Biotech group settlement of Rs. 658
crore). Management has guided that recoveries from the written-off pool will
continue at broadly similar levels during FY27, providing a meaningful recurring
source of earnings without requiring incremental provisioning. We note that the
NCLT-linked recovery pipeline of Rs. 45,000-46,000 crore provides material
upside optionality, as resolution outcomes typically come with a lag but
represent pure economic value that has already been fully provided for. The
bank has also strengthened its recovery infrastructure by establishing a
centralised recovery team to monitor exposures below Rs. 1 crore from the
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central office, indicating a structured push to maximise recoveries from the
granular tail of the written-off book.

Disciplined underwriting framework structurally lowers future
slippage probability

An equally important pillar supporting asset quality is the bank's disciplined
underwriting framework, which has materially improved the quality of
incremental loan origination. Management has consistently emphasised that
future growth will prioritise portfolio quality over aggressive volume expansion,
resulting in a materially stronger risk profile across new disbursements. Within
the retail portfolio, the bureau score distribution indicates that 37.0% of
exposures carry scores above 780, 35.9% in the 750-780 band and 26.9% in the
700-749 range, with only 0.2% rated below 700—implying that approximately
99.8% of the retail book is rated 700 or above. Notably, management chose to
use a 700 CIBIL cutoff despite bureau norms typically classifying borrowers
above 680 as "prime", indicating a more conservative underwriting filter than
the industry standard. Within the corporate book, approximately 86% of
corporate loans above Rs. 25 crore are rated A and above, 9% rated BBB, taking
the investment-grade share to approximately 95%, while BB-and-below
exposures have remained marginal at around 5% over the past five quarters. In
our view, this emphasis on higher-quality borrowers substantially reduces the
probability of future slippages, ensuring that incremental credit growth does not
come at the expense of future asset quality.

Shift towards granular RAM lending reduces concentration risk

The transformation of the loan portfolio towards granular Retail, Agriculture and
MSME (RAM) lending has materially strengthened the bank's credit profile by
reducing concentration risk. During FY26, RAM advances accounted for
approximately 55% of global advances and 57.49% of domestic advances, with
retail growing 16.75% YoY and MSME expanding 18.75% YoY. Granular lending
inherently diversifies credit exposure across millions of individual borrowers
instead of concentrating risk among a relatively small number of large corporate
accounts. We note that home loans (42.55% of retail), vehicle finance (11.23%),
education loans (7.18%) and mortgage loans (7.12%) collectively account for
68.08% of the retail book—segments that typically exhibit lower loss severity
because of collateral coverage. In our view, the broad distribution of exposures
reduces systemic concentration risk while improving recovery prospects given
the secured nature of a significant portion of retail lending.

Credit cost reduction from 0.77% to 0.23% reflects underlying
portfolio health, not provisioning relief

The sharp decline in annual credit costs further demonstrates the improving
health of the underlying loan portfolio. Credit costs reduced from 0.77% in FY25
to 0.23% in FY26 (an improvement of 54 basis points), representing one of the
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lowest levels reported by large PSU banks. We see credit cost as ultimately the
most important indicator of underlying loan book quality because it captures the
actual economic loss recognised through provisions during the year. NPA
provisions reduced sharply from Rs. 7,308 crore in FY25 to Rs. 2,337 crore in
FY26, while total provisions (excluding the Rs. 700 crore one-time contingency
buffer) declined from Rs. 13,103 crore to Rs. 9,222 crore. Importantly,
management has guided to maintain a credit cost of approximately 1% as
conservative general guidance for FY27—well above the FY26 print of 0.23% and
meaningfully below the FY25 print of 0.77%. We interpret this guidance as
deliberately conservative rather than reflective of an expected deterioration,
with management stating explicitly that they do not see anything adverse from
the West Asia crisis or other disruptive situations as of the call.

Slippage ratio at 0.89% confirms improvement is supported by
lower fresh formation, not aggressive recovery

Improving slippage trends provide further evidence that asset quality
improvement is structural rather than merely recovery-driven. During FY26, the
slippage ratio declined to 0.89% from 1.40% in FY25 (an improvement of 51
basis points since March 2024 levels), with fresh slippages reducing from Rs.
11,372 crore to Rs. 7,867 crore. Quarterly slippage ratio has consistently trended
down from 1.13% in Q4 FY25 to 0.99% in Q1, 0.91% in Q2, 0.79% in Q3 and
0.85% in Q4 FY26. We note that Q4 FY26 fresh slippages of Rs. 2,023 crore were
higher than Q3's Rs. 1,660 crore, with management attributing this to a few
isolated MSME cases rather than systemic stress; the MSME segmental NPA
ratio of 4.24% in Q4 FY26 was broadly flat versus 4.39% in Q1 FY26 and 4.14% a
year ago, confirming the spike does not represent a sectoral deterioration. The
SMA-2 stock (>Rs. 5 crore) has also reduced sharply from Rs. 2,628 crore in June
2025 to Rs. 809 crore in March 2026, with much of the migration shifting into
SMA-1, which management characterised as a positive signal indicating that
customers in the 60—90 day bucket have moved back into the 30-60 day bucket
through partial repayment of instalments.

Exhibit 23: Credit cost and slippage ratio trend
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No identified stress from West Asia crisis or geopolitical disruption

Management addressed potential stress concerns arising from the West Asia
conflict directly during the call, indicating that close monitoring of inward
remittances, import flows, hedging exposures and energy-sensitive sectors has
not revealed any meaningful deterioration as of the call date. Only certain
energy-sensitive industries (such as Morbi and select gas-dependent
manufacturers) and overall remittance flows have shown moderation, while
broader credit quality has remained stable. The bank has also benefited from
government and RBI support measures including the Credit Guarantee Scheme
for Exporters (CGSE), under which 210 applications have been sanctioned and
180 disbursed totalling approximately Rs. 700 crore, alongside RBI's trade relief
measures (PC extensions, post-shipment extensions and FITL), which collectively
have seen limited uptake of just 59 applications—suggesting that the underlying
borrower base has not required widespread relief. In our view, this evidence
supports management's confidence that credit costs will remain benign in FY27
even in a more uncertain external environment.

PCR at 95.03% provides one of the strongest balance sheet
cushions in the PSU banking universe

Provision coverage has simultaneously strengthened to 95.03%, up from 92.69%
in March 2024, providing one of the strongest balance sheet cushions within the
PSU banking universe. A high PCR indicates that the bank has already recognised
and provided for the vast majority of expected losses associated with existing
non-performing assets. We see this as substantially reducing the probability of
unexpected provisioning shocks in future years because most of the economic
loss has already been absorbed through earlier provisions. High provision
coverage also enhances strategic flexibility, allowing management to pursue
credit growth more confidently without the overhang of unresolved legacy
stress. In our view, banks with stronger provision buffers are generally better
positioned during periods of macroeconomic uncertainty to maintain lending
activity while absorbing temporary increases in credit costs without materially
impacting profitability.

Rs. 700 crore contingent provision reflects countercyclical
conservatism; ECL shortfall remains ring-fenced

An additional indicator of prudent risk management is management's decision
to create Rs. 700 crore of contingent provisions despite already reporting strong
asset quality metrics. Management clarified during the call that these provisions
were not created in response to any identified stress within the existing loan
portfolio but rather as a precautionary measure to strengthen the balance sheet
against potential future uncertainties, including the proposed implementation of
the Expected Credit Loss (ECL) framework, the West Asia conflict and other
contingencies. Importantly, the Rs. 700 crore is incremental to the bank's
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existing ECL shortfall estimate of approximately Rs. 4,300 crore (unchanged
from the previous quarter) and to its standard asset provision buffer of
approximately Rs. 2,000 crore. We see this layered provisioning approach as
countercyclical and conservative—management explicitly noted that "in good
times you keep aside and save it", indicating a philosophy of building cushions
when earnings allow. Critically, the Rs. 700 crore was created without impacting
reported net profit or capital ratios, indicating that it is funded entirely from
incremental earnings rather than retained surplus.

Sectoral and corporate exposure profile complements granular
retail underwriting strength

Beyond underwriting strength in the retail book, the corporate exposure profile
is also well-positioned. Sectoral concentration is well-managed, with the top
seven industries accounting for 33.61% of domestic advances, broadly stable
versus 34.09% a year earlier. The NBFC and HFC portfolio, often a key area of
regulatory and investor focus, reflects strong underlying credit quality—65% of
standard NBFC exposure is rated AAA, 30% AA and 4% A, taking the A-and-above
share to 99%, with BBB-and-lower exposures at just 1%. PSU and PSU-backed
NBFCs account for Rs. 48,536 crore of the Rs. 1,64,839 crore portfolio, while
HFCs contribute Rs. 34,434 crore, indicating that a meaningful portion of NBFC
exposure carries sovereign or quasi-sovereign linkage. Restructured book is also
progressively declining, with RF 1.0 reducing from Rs. 4,742 crore in March 2025
to Rs. 4,165 crore in March 2026, and RF 2.0 reducing from Rs. 4,191 crore to Rs.
3,304 crore over the same period.

"Growth with quality" philosophy is central to FY27 guidance

Management has explicitly reiterated that future growth will continue to follow
the principle of "growth with quality, with profitability", indicating that
underwriting discipline will remain central to the bank's expansion strategy.
Rather than maximising loan growth irrespective of risk, management has stated
that portfolio quality and profitability will take precedence over volume. We see
this disciplined philosophy as increasingly important as the banking sector
enters the next phase of the credit cycle, where rapid credit expansion could
potentially encourage weaker underwriting standards across the industry. The
combination of conservative bureau cutoffs (700 versus the industry-standard
680), targeted churning out of low-yield IBPC and sub-6% corporate loans (~Rs.
65,000 crore exited during FY26), and a strong large-corporate pipeline of Rs.
50,000-60,000 crore rated A and above suggests that future RAM-led growth
will be generated from a markedly stronger borrower base than in earlier
vintages.
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LCR transition under new RBI guidelines is net positive, providing
additional flexibility

The proposed LCR guidelines under the new RBI framework will provide UBI with
a net positive impact of approximately Rs. 7,000 crore (positive Rs. 21,000 crore
less negative Rs. 14,000 crore), translating into roughly a 3% improvement in
headline LCR. This provides additional flexibility to support deposit and credit
growth without compromising liquidity buffers. We see this as further evidence
that UBI is structurally positioned to support its FY27 growth aspirations from a
position of regulatory comfort rather than constraint.

Improving credit profile creates a virtuous cycle of earnings, capital
and growth

The improving credit profile of the loan book enhances earnings visibility over
the medium term. With legacy corporate stress largely resolved, provisioning
requirements declining, borrower quality improving and portfolio diversification
increasing, future profitability becomes progressively more dependent on core
operating performance rather than volatile credit recoveries or provisioning
cycles. Lower credit costs directly strengthen pre-tax profitability, while higher
retained earnings improve internal capital generation, enabling further balance
sheet expansion without immediate external capital requirements. We see this
as creating a virtuous cycle in which better asset quality supports stronger
earnings, stronger earnings enhance capital generation, and stronger capital
supports sustainable loan growth without compromising underwriting
standards.

Overall, we see UBI's asset quality improvement as a structural
strengthening of the franchise

The combination of sharply lower GNPA and NNPA ratios, industry-leading
provision coverage, benign credit costs, declining slippages, conservative
underwriting standards across both retail and corporate books, proactive
contingent provisioning, diversified granular lending, sustained recovery
momentum from the written-off pool and disciplined risk management
significantly reduces the probability of future earnings volatility arising from
credit losses. With legacy stress substantially behind the bank and incremental
loan growth being generated from a much stronger borrower base, we expect
credit costs to remain structurally benign over the medium term, comfortably
within management's conservative 1% guidance for FY27. This should support
sustained profitability, higher return ratios, stronger internal capital generation
and significantly greater earnings visibility as UBI enters the next phase of the
credit cycle.
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Digital transformation and Project Muskaan to enhance
operating leverage

We initiate our operating efficiency view on Union Bank of India (UBI) with a
positive bias since

e The Cost-to-Income ratio improved sharply to 46.31% in Q4 FY26 from
49.95% in the previous quarter, reflecting positive operating jaws as the
strong H2 business momentum—approximately Rs. 1.76 lakh crore of
combined incremental deposits and advances between September 2025 and
March 2026—translated into revenue growth materially ahead of opex
growth,

o Digital lending journeys generated more than Rs. 35,660 crore of business
during FY26 across 15+ products, while approximately 70 lakh users have
migrated to the new Union ease App, indicating that the technology
platform is now meaningfully contributing to business generation rather
than serving purely a servicing function

e Project Muskaan—the bank's business process transformation programme—
is designed to streamline workflows and free branch staff from
administrative tasks, enabling higher revenue per employee and per branch
without proportionate growth in cost.

Operating efficiency strategy is anchored in scalability rather than
cost reduction

UBI's long-term earnings growth is increasingly being supported by structural
improvements in operating efficiency driven by digital transformation, process
automation and business process re-engineering rather than merely cost
reduction initiatives. As banking becomes progressively technology-intensive,
sustainable profitability depends not only on expanding the balance sheet but
also on improving the productivity of existing resources. Recognising this
structural shift, management has positioned technology as one of the core
pillars of the bank's transformation strategy, with investments focused on
digitising customer journeys, centralising operations, simplifying internal
processes and enhancing employee productivity. In our view, the objective is
not simply to reduce operating expenses but to create a scalable operating
platform capable of supporting significantly higher business volumes without
proportionate growth in manpower or infrastructure costs. This transformation
is already beginning to reflect in financial performance, with the Cost-to-Income
ratio improving sharply to 46.31% in Q4 FY26 from 49.95% in the previous
quarter, indicating positive operating leverage as business momentum
accelerated.
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Project Muskaan is a bottom-up business process transformation
programme, not a technology project

A central pillar of this transformation is Project Muskaan, which management
has described as a comprehensive business process transformation programme
rather than a conventional technology implementation initiative. During the
earnings call, the Managing Director explained that Project Muskaan was
developed after extensive bottom-up consultation across the organisation with
the objective of creating a smoother, simpler and more efficient operating
environment for both employees and customers. The project focuses on
streamlining internal workflows, eliminating operational bottlenecks,
standardising branch processes, strengthening risk controls and improving
customer service delivery. Importantly, management highlighted that the
ultimate objective of Project Muskaan is to create operational simplicity that
allows employees to spend less time on administrative activities and more time
on customer acquisition, relationship management and business generation. We
see this as critical because it shifts the productivity calculus from "cost per
employee" to "revenue per employee", improving employee productivity while
simultaneously enhancing customer experience and supporting both revenue
growth and cost efficiency.

Exhibit 24: Project Muskaan
Customer-Centric Service Redesign
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Source: Company Investor Presentation

Process simplification across 8,697 branches creates structural
employee productivity gains

One of the most important growth drivers arising from Project Muskaan is the
simplification and standardisation of business processes across the bank's
nationwide branch network. UBI operates 8,697 branches spread across urban,
semi-urban and rural markets, making process consistency an important
determinant of operational efficiency. Historically, significant manual
intervention in documentation, approvals, verification and customer servicing
often resulted in longer turnaround times, inconsistent customer experience
and lower employee productivity. Project Muskaan seeks to eliminate these
inefficiencies by redesigning operational workflows, reducing unnecessary
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approvals and integrating technology into routine branch activities. As
administrative complexity declines, branch staff can dedicate a larger proportion
of their working hours to deposit mobilisation, loan sourcing and customer
engagement. Consequently, each employee becomes capable of generating
higher business volumes without any increase in headcount, thereby creating
structural operating leverage across the franchise.

Centralisation of operations enhances throughput while preserving
underwriting consistency

The bank has simultaneously accelerated the centralisation of operational
activities through specialised processing centres, reducing duplication of work
across individual branches. Retail loans, MSME loans and various back-office
functions are increasingly being processed through dedicated centralised units
equipped with specialised teams and technology-enabled workflows. We see
this operating model as significantly improving productivity because routine
documentation, verification, legal scrutiny and processing activities are handled
centrally, allowing branches to focus primarily on customer acquisition and
relationship management. Centralisation also enhances consistency in
underwriting standards, reduces operational errors and shortens loan
turnaround times. As business volumes continue increasing, these centralised
processing centres enable the bank to absorb significantly larger transaction
volumes without proportionately increasing administrative staffing, thereby
reducing operating cost per loan originated.

Digital lending of Rs. 35,660 crore across 15+ journeys signals
economic transformation of retail banking

Digital lending has emerged as another major catalyst supporting operating
leverage. During FY26, UBI generated more than Rs. 35,660 crore of business
through digital lending journeys across more than 15 retail lending products,
demonstrating increasing customer acceptance of technology-enabled loan
origination. Within this, Q4 FY26 alone contributed over Rs. 530 crore of retail
loans, Rs. 530 crore of MSME loans, Rs. 30 crore of agriculture loans and
Rs. 5,800 crore of deposits through digital channels. In our view, digital lending
fundamentally alters the economics of retail banking because customer
acquisition, application processing, document collection, credit assessment and
loan disbursement can increasingly occur without extensive manual
intervention. Compared with traditional branch-based lending, digital journeys
substantially reduce processing costs, improve turnaround time and increase
conversion rates while simultaneously enhancing customer convenience.
Importantly, the bank has also launched new digital journeys during Q4FY26
including a Digital Business Platform for ETB customers and a Debt Swap
Straight-Through-Processing (STP) journey for agri term loans up to
Rs. 0.50 lakh, indicating that the digital franchise continues to expand into
newer segments.
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Migration of ~70 lakh customers to Union ease App structurally
lowers servicing costs

The rapid migration of customers towards digital banking platforms further
strengthens the bank's operating efficiency. During FY26, approximately 70 lakh
customers migrated to the new Union ease App, significantly expanding the
digital customer base. Retail net banking users have increased to 92 lakh (from
88 lakh a year earlier), corporate users to 5.72 lakh and credit card transaction
volumes to 80.9 lakh (from 66.4 lakh), while mobile banking and UPI transaction
volumes have expanded to 37,420 lakh (from 30,376 lakh). We see increased
digital channel adoption as reducing dependence on physical branches for
routine banking services such as fund transfers, account enquiries, bill
payments, deposits, service requests and loan applications. Each transaction
completed digitally represents a transaction that no longer requires manual
processing by branch employees, thereby lowering servicing costs while
simultaneously improving customer convenience. Digital engagement also
generates valuable customer behaviour data, enabling the bank to personalise
product offerings, improve cross-selling opportunities and strengthen customer
retention.

Al, RPA and analytics deployment enhances productivity without
compromising risk standards

Technology investments are also improving the bank's ability to manage risk
while enhancing productivity. Management has highlighted the deployment of
artificial intelligence, robotic process automation (RPA), advanced analytics and
digital monitoring tools across multiple operational areas, including the Al-based
PoC evaluation module developed under the Cyber Security Capability Maturity
Model. We note that automation of repetitive tasks reduces processing errors,
improves compliance consistency and shortens execution time for routine
banking activities, while Al enables faster customer verification, fraud detection
and credit assessment. Importantly, these technological improvements enhance
efficiency without compromising risk management, allowing the bank to process
larger business volumes while maintaining high underwriting and compliance
standards. As automation expands across additional business functions, we
expect productivity gains to compound over time, further strengthening
operating leverage.

Significant infrastructure investments provide foundation for
scalability

UBI's significant investments in technology infrastructure also provide the
foundation for future scalability. The bank operates a Next Generation Security
Operations Centre (NGSOC), a Cyber Security Center of Excellence (CCoE),
centralised data centres and dedicated disaster recovery capabilities, ensuring
high levels of operational resilience, cybersecurity and business continuity. The
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bank has also been recognised as the IBA Best Technology Bank of the year and
a winner of the DSCI Excellence Award 2025 for Best Security Practices in the
Banking Sector, indicating that the infrastructure investment is delivering
external validation alongside internal productivity. We see strong technology
infrastructure as particularly important because as digital lending, online
banking, payment systems and ecosystem banking continue expanding, the
bank can increasingly leverage its existing technology platform to accommodate
higher transaction volumes at relatively low incremental cost. This creates
substantial economies of scale because technology investments are largely fixed
costs that become progressively more efficient as utilisation increases.

Strong H2 FY26 business momentum is now expected to translate
into NIl growth in FY27

The bank's improving operating leverage is also being supported by strong
business momentum generated during the second half of FY26. Management
highlighted that combined incremental deposits and advances of approximately
Rs. 1.76 lakh crore were generated between September 2025 and March 2026,
reflecting a significant acceleration in business activity. Importantly, this
increase in business has not been accompanied by a proportionate rise in
operating expenses, resulting in positive operating jaws whereby revenue
growth exceeds expense growth. Management explicitly indicated during the
call that NIl growth in FY27 should align with the 13-14% credit growth target as
the rate cycle stabilises and the expanded loan book begins contributing fully to
interest income. We see positive operating jaws as one of the strongest
indicators of improving franchise efficiency, demonstrating that incremental
business is being generated from the existing operating platform rather than
through large increases in fixed costs.

Combination of digital capabilities and specialised lending verticals
provides amplified operating leverage

Another important contributor to future operating efficiency is the combination
of digital transformation with UBI's specialised business model. The bank's 143
Retail Loan Points, 138 MSME Loan Points, 76 Agriculture Loan Points, 117
Union MSME First Branches and 1,675 Gold Loan Points already improve
operational focus and customer acquisition efficiency. Digital technologies
further amplify these benefits by enabling centralised processing, automated
workflows and faster customer servicing across these specialised verticals. We
see this integrated operating model—combining extensive branch infrastructure
with modern digital capabilities—as enabling business growth that is
increasingly supported through improvements in productivity rather than
proportional expansion of physical infrastructure or employee count. This allows
UBI to sustain higher business volumes while gradually reducing operating costs
as a percentage of income.
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Strong employee base provides structural capacity for further
productivity gains

The bank's 73,885 employees include 6,198 specialised officers across IT and
technology, analytics and MIS, credit and marketing, law and risk management,
and other specialised roles, with an average age below 40 years. The
professionally qualified workforce includes 13,989 MBA/PGDBM holders, 19,051
engineers, 325 CA/CS professionals and 98 FRM-certified professionals. In our
view, this combination of a relatively young, professionally qualified and
increasingly specialised workforce, supported by Project Muskaan-led process
simplification and digital enablement, provides material capacity for sustained
productivity improvement. As business volumes scale, the bank should be able
to absorb materially higher transaction throughput without commensurate
employee additions, thereby driving revenue per employee meaningfully higher.

Operating leverage philosophy is anchored in revenue per unit
rather than absolute cost reduction

Management has clearly indicated that the operational transformation
underway is expected to translate into stronger profitability over the coming
years. Rather than pursuing cost reduction through workforce rationalisation or
branch consolidation, the bank is improving efficiency by increasing revenue
generated per employee, per branch and per operating unit. Business per
Branch stands at Rs. 274.29 crore (from Rs. 261.59 crore a year earlier), Business
per Employee at Rs. 32.28 crore (from Rs. 30.50 crore), Operating Profit per
Branch at Rs. 3.66 crore (improvement from Rs. 3.20 crore in Q3) and Operating
Profit per Employee at Rs. 0.43 crore. As loan growth, deposit mobilisation and
transaction banking continue expanding, fixed operating costs such as
technology infrastructure, branch occupancy and administrative overheads will
be spread across a significantly larger business base. We see this natural
operating leverage as supporting continued improvement in the Cost-to-Income
ratio, stronger pre-provision operating profit and higher return ratios without
compromising customer service or business growth.

Exhibit 25: Productivity: business per branch and per employee
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Source: Company, IDBI Capital Research
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Overall, we see UBI's operating leverage as a structural earnings
driver rather than a cyclical phenomenon

Combined with Project Muskaan, expanding digital lending, increasing mobile
banking adoption, centralised processing infrastructure, ongoing process
automation and a professionally qualified workforce, UBI is steadily building a
technology-enabled operating platform capable of delivering sustainable
productivity improvements and structurally stronger earnings over the medium
term. With business volumes scaling, opex growth contained and Cost-to-
Income trending lower, we see operating leverage as a meaningful and
underappreciated contributor to UBI's medium-term earnings trajectory,
complementing the credit growth, margin and asset quality drivers discussed
elsewhere.
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Exibhit 26: Key Management
Name

Asheesh Pandey

Nitesh Ranjan

S. Ramasubramanian

Amresh Prasad

Dr. Debasish Prusty

Prakash Baliarsingh

Priti Jay Rao

Prakash Chandra Kandpal

Designation

Managing Director & CEO

Executive Director (ED)

Executive Director

Executive Director

Government Nominee
Director

Nominee Director - RBI

Shareholders Director

Shareholders Director

Experience

He leads the Bank as its MD & CEO, bringing 27 years of
banking experience. Previously, he served as ED of Bank of
Maharashtra and, earlier, as COO of Union Bank of India
itself. He is a Mechanical Engineer (Hons.) and holds a PGDM
in Finance and Marketing along with the CAIIB certification.

He has been an ED of the Bank since 2021, where he
spearheads its digital transformation agenda improving the
customer experience, deepening employee engagement and
building a stronger balance sheet. He also serves on the
Board of NPCI and on the IBA Steering Committee on PSB
Reforms. He has a post-graduate in Economics.

He joined the Board as ED in November 2022, having previously
been CGM at Canara Bank. Over a career spanning more than 25
years, he has built deep expertise across corporate credit, MSME
and retail credit, and international credit. He is a Science
graduate and holds the CAIIB qualification.

He has joined the Board of Union Bank of India in November
2025, bringing 32 years of experience in public sector banking.
He previously served as CGM at PNB, where his work centred on
branch banking, credit execution and review mechanisms. He is
a Chemistry graduate and a Certified Associate of the Indian
Institute of Bankers (CAIIB).

He represents the Gol on the Board as a Government Nominee
Director. An IAS officer, he holds a Ph.D. in Management and an
M.Phil in Environmental Sciences, and brings over 26 years of
experience in public finance and policy. He has served as
Additional Secretary in the Department of Financial Services
under the Ministry of Finance.

He joined the Board as the RBI Nominee Director in July 2023.
A career central banker, he spent more than three decades at
the RBI, largely within its Departments of Supervision and
Regulation then retired as CGM of the Department of
Regulation. He is a postgraduate in Political Science, holds an
M.Sc. in Finance from Oxford Brookes University in the UK,
and is a Certified Associate of the Indian Institute of Bankers.

She serves as a Shareholder Director, re-elected to a three-
year term running from July 2024. She holds an M.Sc. in
Mathematics from IIT Bombay with a specialisation in
Computer Science and has completed a Doctorate in Business
Administration (DBA). Her background is in technology while
she currently sits on the boards of several public and private
technology companies and is actively involved in CSR work.

He is a Shareholder Director, elected to a three-year term
from July 2024. He brings more than 36 years with the SBI
and its subsidiaries, having retired as Deputy Managing
Director for SBl's retail business covering personal banking
and real estate. Along the way he led several SBI group
entities —SBI General Insurance and SBI Funds Management.
He holds an M.A. in Economics and a Master's in Financial
Management.
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Shri Prafulla Kumar Samal  Chief Compliance Officer He serves as the Bank's CCO. A qualified CA and holds the
CAIIB qualification. He brings over 21 years of post-
qualification banking experience across diverse functions, and
within the Bank has previously held the roles of CFO and CGM
of the Large Corporate Credit vertical.

Shri Ashish Mishra Company Secretary He was appointed the Bank's CS and Compliance Officer in
January 2026. He is both an Associate Company Secretary (ACS)
and an Associate Chartered Accountant (ACA), and additionally
holds a law degree (LL.B.) and a post-graduate degree in
Commerce. With 22 years of institutional banking experience
behind him, his earlier work centred on internal audit, corporate
credit relationship management, treasury management and
international banking operations before he moved into this
corporate governance role.

Shri Dhirendra Jain Chief Financial Officer He took over as the Bank's CFO in February 2026. A qualified
CA and holds the CAIIB qualification, he brings more than 28
years of experience across financial services. He has
previously served as CGM and as GM of Finance & Accounts,
and offers substantial on-the-ground experience too having
managed over 530 branches as Zonal Head of Varanasi and
overseen large corporate banking verticals.
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Exhibit 27: Key Shareholders

(%)
Life Insurance Corp of India 5.36
HDFC Asset Management Co Ltd 1.34
Nippon Life India Asset Management Ltd 0.94
Vanguard Group Inc/The 0.91
Blackrock Inc 0.8
Kotak Mahindra Asset Management Co Ltd/India 0.46
LIC Pension Fund Ltd 0.32
SBI Funds Management Ltd 0.3
Jupiter Fund Management PLC 0.28
ICICI Prudential Asset Management Co Ltd/India 0.28
Norges Bank 0.28
Aditya Birla Sun Life Asset Management Co Ltd 0.24
Dimensional Fund Advisors LP 0.23
La Caisse de depot et placement du Quebec 0.19
PineBridge Investments LP 0.18
Axis Asset Management Co Ltd/India 0.18
Nordea Bank Abp 0.13
Robeco Schweiz AG 0.13
Credit Agricole Group 0.12

Source: Bloomberg, IDBI Capital Research

Exhibit 28: Shareholding Pattern

B Promoters
m Dlls
Public

Source: Company; IDBI Capital Research
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Exhibit 29: Quarterly Data
Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26 Q3FY26 Q4FY26

Income Statement (Rs Mn)

Net Interest

e 94,121 90,473 92,403 95,140 91,126 88,124 93,279 94,060
:\r“‘zgr'::ere“ 45,002 53,280 44,166 55,591 44,858 49,958 45,411 54,121
Net Revenue 1,39,213 1,43,753 1,36,568 1,50,731 1,35,983 1,38,082 1,38,690 1,48,181
Operating Exp. 61,360 62,625 61,650 73,730 66,897 69,942 69,274 68,628
PPOP 77,853 81,128 74,918 77,001 69,087 68,140 69,416 79,553
Provisions 27,558 17,122 15,991 15,439 16,645 13,967 3,222 10,550
PBT 50,295 64,006 58,928 61,562 52,442 54,172 66,194 69,003
Tax 13,507 16,808 12,891 11,713 11,286 11,681 16,026 15,846
PAT 36,789 47,197 46,036 49,849 41,155 42,491 50,168 53,158
Deposits 11965485  121,16026  1,18,30,652  1,27,22,469  1,23,99326 12346209 12228559  1,30,68,914
CASADeposit 3994800  39,62,950  39,53,280 4263250  40,30,450  40,18540  4150,940  46,00,770
CASA Ratio 33.4 327 33.4 335 325 326 34.0 352
Advances 87,86929  89,70,919  92,01,782 9535133  94,60,521 9483311  99,08,650  1,05,32,775
Retail 20 21 21 22 23 2 25 23
Agriculture 21 21 20 18 17 17 18 17
MSME 15 14 14 14 14 15 16 15
LC & Others 44 45 45 46 46 43 m 45

Profitability Ratios (%)

Yield on 8.72 8.70 8.78 8.72 8.50 8.34 8.27 7.98
Advances

Cost of Funds 4.89 5.04 4.89 4.80 4.79 4.74 4.60 437
NIMs 3.05 2.90 2.91 2.87 2.76 2.67 276 2.64

Operational Efficiency (%)

Cost to Income 44.08 43.56 45.14 48.91 49.19 50.65 49.95 46.31
Cost to Assets 1.76 1.78 1.75 2.03 1.79 1.89 1.87 1.80
Asset Quality (%)

Gross NPA 4.54 4.36 3.85 3.60 3.52 3.29 3.06 2.82
Net NPA 0.90 0.98 0.82 0.63 0.62 0.55 0.51 0.48
PCR 93.49 92.79 93.42 94.61 94.65 95.13 95.13 95.03
Credit Cost 0.73 1.09 0.63 0.69 0.47 0.22 0.09 0.16

Return Ratio (%)
ROE 15.70 19.10 17.75 19.07 15.15 15.08 17.09 18.04
ROA 1.06 1.35 1.30 1.35 1.11 1.16 1.35 1.36

CRAR (%) 17.02 17.13 16.72 18.02 18.30 17.07 16.49 18.10
Branches 8,473 8,555 8,574 8,621 8,649 8,655 8,671 8,697
ATMs 9,342 9,124 9,087 8,910 8,976 9,064 8,300 8,656

Source: Company, IDBI Capital Research
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Financial Summary

Profit & Loss Account (Rs mn)
ear-end: March FY23 FY24 FY25 FY26 FY27E FY28E
Net interest income 3,27,653 3,65,704 3,72,137 3,66,588 4,03,548 4,56,090
Change (yoy, %) 18% 12% 2% -1% 10% 13%
Other Income 1,46,332 1,60,802 1,98,129 1,94,348 2,10,538 2,33,151
Net Revenue 4,73,985 5,26,506 5,70,266 5,60,936 6,14,086 6,89,241
Operating expenses 2,19,313 2,44,400 2,59,365 2,74,741 2,94,184 3,20,889
Employee expenses 1,23,897 1,43,772 146,676  1,52,904  1,63,819  1,72,273
Other expenses 95,416 1,00,628 1,12,689 1,21,837 1,30,366 1,48,617
Pre-Provision Profit 2,54,672 2,82,106 3,10,900 2,86,195 3,19,902 3,68,352
Change (yoy, %) 16% 11% 10% -8% 12% 15%
Provision 1,33,294 67,802 76,110 44,385 42,026 53,385
PBT 1,21,377  2,14,304  2,34,791  2,41,811  2,77,876  3,14,967
Taxes 37,045 77,821 54,919 54,839 69,469 78,742
Effective tax rate (%) 31% 36% 23% 23% 25% 25%
Net profit 84,333 1,36,483 1,79,871 1,86,971 2,08,407 2,36,225
Change (yoy, %) 61% 62% 32% 4% 11% 13%
EPS 12.3 18.9 23.6 24.5 27.3 30.9
Return on Equity (%) 11.3 15.6 17.1 15.5 15.2 15.3
Return on Assets (%) 0.7 1.0 1.2 1.2 1.2 1.3
Balance Sheet (Rs mn)
Year-end: March FY23 FY24 FY25 FY26 FY27E FY28E
Capital 68,347 76,336 76,336 76,336 76,336 76,336
Reserves 7,14,995 8,93,354 10,53,416 12,09,414 13,72,019 15,54,809
Networth 7,83,342 9,69,690 11,29,752 12,85,750 14,48,355 16,31,145
Deposits 1,11,77,163 1,22,15,284 1,27,22,470 1,30,68,914 1,43,96,044 1,60,77,075
Current deposits 7,39,802 7,37,848 8,64,096 8,40,870 10,07,723 11,25,395
Saving deposits 32,00,753 33,63,489 33,99,159 37,59,900 41,74,853 47,42,737
Term deposit 72,36,609 81,13,947 84,59,215 84,68,144 92,13,468 1,02,08,942
Borrowings 4,31,375 2,69,484 6,48,443 7,71,902 10,80,663 13,68,839
Other liabilities 4,15,644 4,65,119 4,97,892 5,66,981 7,86,912 7,10,272
Total Liab. & Equity 1,28,07,525 1,39,19,576 1,49,98,557 1,56,93,546 1,77,11,974 1,97,87,331
Cash 11,21,505 11,93,029 13,08,383 9,57,047 10,36,515 11,57,549
Advances 76,18,455 87,07,761 95,35,133 1,05,32,775 1,20,07,363 1,36,88,394
Investments 33,92,990 33,79,035 35,43,814 33,02,362 36,76,597 38,50,739
Fixed Assets 88,256 92,228 97,819 1,16,080 1,27,688 1,40,457
Other Assets 5,86,319 5,47,523 5,13,408 7,85,283 8,63,811 9,50,192

Total assets

1,28,07,525 1,39,19,576 1,49,98,557 1,56,93,546 1,77,11,974 1,97,87,331
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Financial Ratios

Year-end: March (calc.) FY23 FY24 FY25 FY26 FY27E FY28E

Growth

Deposit 8.3 9.3 4.2 2.7 10.2 11.7
Advances 15.3 14.3 9.5 10.5 14.0 14.0
NI 17.9 11.6 1.8 -1.5 10.1 13.0
PPoP 16.4 10.8 10.2 -7.9 11.8 15.1
Net Profit 61.2 61.8 31.8 3.9 11.5 13.3
Spread

Yield on Asset 7.7 8.7 8.7 8.3 8.0 8.0
Cost of Fund 3.9 4.8 4.8 4.6 4.9 4.9
NIM 3.1 3.1 29 2.7 2.7 2.7
CASA 35.6 34.2 335 35.2 36.0 36.5
Operating Efficiency

Cost-to-Income 46.3 46.4 45.5 49.0 47.9 46.6
Cost-to-Assets 1.8 1.8 1.8 1.8 1.8 1.7
Asset Quality

GNPA 7.5 4.8 3.6 2.8 2.6 2.5
NNPA 1.7 1.0 0.6 0.5 0.4 0.4
Provision Coverage 90.3 92.7 94.6 83.3 86.7 84.6
Credit Cost 1.9 0.8 0.8 04 0.4 0.4
Capital Adequacy

CAR 16.0 17.0 18.0 18.1 18.9 18.5
Tier | 13.9 15.0 16.2 16.6 17.6 17.4
Valuation

EPS 12.3 19.0 23.6 24.5 27.3 30.9
BV 114.6 127.0 148.0 168.4 189.7 213.7
PE 13.3 8.6 6.9 6.7 6.0 5.3
P/BV 1.1 1.7 1.6 1.6 1.4 1.3
RoE 11.3 15.6 17.1 15.5 15.2 15.3
RoA 0.7 1.0 1.2 1.2 1.2 1.3
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in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. For the purpose of calculating whether IDBI Capital and its associates holds beneficially
owns or controls, including the right to vote for directors, 1% of more of the equity shares of the subject issuer of a research report, the holdings does not include accounts managed by IDBI Asset

Management Company/ IDBI Mutual Fund.

IDBI Capital hereby declares that our activities were neither suspended nor we have materially defaulted with any Stock Exchange authority with whom we are registered in last five years.
However SEBI, Exchanges and Depositories have conducted the routine inspection and based on their observations have issued advice letters or levied minor penalty on IDBI Capital for certain
operational deviations. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has our certificate of registration been cancelled by SEBI at any
point of time. IDBI Capital, its directors or employees or associates, may from time to time, have positions in, or options on, and buy and sell securities referred to herein. IDBI Capital or its
associates, during the normal course of business, from time to time, may solicit from or perform investment banking or other services for any company mentioned in this document or their
connected persons or be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the
company(ies) discussed herein or their affiliate companies or act as advisor or lender / borrower to such company(ies)/associates companies or have other potential conflict of interest. This
report may provide hyperlinks to other websites. Except to the extent to which the report refers to the website of IDBI Capital, IDBI Capital states that it has not reviewed the linked site and takes
no responsibility for the content contained in such other websites. Accessing such websites shall be at recipient's own risk. IDBI Capital encourages the practice of giving independent opinion in
research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report. Accordingly, neither IDBI Capital nor Research Analysts have any material
conflict of interest at the time of publication of this report. We offer our research services to primarily institutional investors and their employees, directors, fund managers, advisors who are
registered with us. The Research Analyst has not served as an officer, director or employee of Subject Company. We or our associates may have received compensation from the subject company
in the past 12 months. We or our associates may have managed or co-managed public offering of securities for the subject company in the past 12 months. We or our associates may have
received compensation for investment banking or merchant banking or brokerage services from the subject company in the past 12 months. We or our associates may 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 12 months. We or our associates may have
received any compensation or other benefits from the Subject Company or third party in connection with the research report. Research Analyst or his/her relative’s may have financial interest in
the subject company. IDBI Capital or its associates may have financial interest in the subject company. Research Analyst or his/her relatives does not have actual/beneficial ownership of 1% or
more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. IDBI Capital or its associates may have actual/beneficial
ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. The Subject Company may have been a
client during twelve months preceding the date of distribution of the research report. Price history of the daily closing price of the securities covered in this note is available at www.bseindia.com;

www.nseindia.com and www.economictimes.indiatimes.com/markets/stocks/stock-quotes.
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Most Important Terms and Conditions

1.

2.1.

2.2.

2.3.

10.

11.

12.

These terms and conditions, and consent thereon are for the research services provided by the Research Analyst (RA) and RA cannot execute/carry out any trade (purchase/sell transaction)

on behalf of, the client. Thus, the clients are advised not to permit RA to execute any trade on their behalf.

The fee charged by RA to the client will be subject to the maximum of amount prescribed by SEBI/ Research Analyst Administration and Supervisory Body (RAASB) from time to time

(applicable only for Individual and HUF Clients).

Note:

The current fee limit is Rs 1,51,000/- per annum per family of client for all research services of the RA.
The fee limit does not include statutory charges.
The fee limits do not apply to a non-individual client / accredited investor.

RA may charge fees in advance if agreed by the client. Such advance shall not exceed the period stipulated by SEBI; presently it is one quarter. In case of pre-mature termination of the RA

services by either the client or the RA, the client shall be entitled to seek refund of proportionate fees only for unexpired period.

Fees to RA may be paid by the client through any of the specified modes like cheque, online bank transfer, UPI, etc. Cash payment is not allowed. Optionally the client can make payments

through Centralized Fee Collection Mechanism (CeFCoM) managed by BSE Limited (i.e. currently recognized RAASB).

The RA is required to abide by the applicable regulations/ circulars/ directions specified by SEBI and RAASB from time to time in relation to disclosure and mitigation of any actual or

potential conflict of interest. The RA will endeavor to promptly inform the client of any conflict of interest that may affect the services being rendered to the client.
Any assured/guaranteed/fixed returns schemes or any other schemes of similar nature are prohibited by law. No scheme of this nature shall be offered to the client by the RA.

The RA cannot guarantee returns, profits, accuracy, or risk-free investments from the use of the RA’s research services. All opinions, projections, estimates of the RA are based on the

analysis of available data under certain assumptions as of the date of preparation/publication of research report.

Any investment made based on recommendations in research reports are subject to market risks, and recommendations do not provide any assurance of returns. There is no recourse to
claim any losses incurred on the investments made based on the recommendations in the research report. Any reliance placed on the research report provided by the RA shall be as per the

client’s own judgement and assessment of the conclusions contained in the research report.

The SEBI registration, Enlistment with RAASB, and NISM certification do not guarantee the performance of the RA or assure any returns to the client.
For any grievances,

Step 1: the client should first contact the RA using the details on its website or following contact details:

(RA to provide details as per ‘Grievance Redressal / Escalation Matrix’)

Step 2: If the resolution is unsatisfactory, the client can also lodge grievances through SEBI’s SCORES platform at www.scores.sebi.gov.in

Step 3: The client may also consider the Online Dispute Resolution (ODR) through the Smart ODR portal at https://smartodr.in

Clients are required to keep contact details, including email id and mobile number/s updated with the RA at all times.

The RA shall never ask for the client’s login credentials and OTPs for the client’s Trading Account Demat Account and Bank Account. Never share such information with anyone including RA.
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