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Q2FY12 Result Highlights

CMP (INR) 212

Target (INR) 270 Union Bank of India’s (Union) net profits grew by 16% to INR 3.5 Bn
52 week High/Low (INR) 426/205 (INR 3.4 Bn estimates) on YoY basis in Q2FY12. However, on
Market Cap (INR BN) 111.2 sequential basis it has fallen by 24% due to higher credit cost.
3M Avg. Daily Volumes 1004860 Slippages were at INR 18 bn (~6% annualized), out which INR 11 bn
P/BV FY12E 0.9x (~20% delinquency on migrated book during the quarter) relates to
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system based NPA recognition. In Q2FY12 net interest income (NII)
increased by 8% & 4.4% to INR 16.6 Bn on YoY & QoQ basis
respectively (inline with our estimates of INR 16.1 Bn).

Union bank’s advances grew by 16.5% to INR 1.26 Tn on YoY basis.
Given the slackening economic environment loan book is likely to
grow at 17%, down from managements earlier guidance of 19-20%.
Deposits grew by 10.1% to INR 1.77 Tn on YoY basis; also CASA
deposits grew by 7% YoY taking the CASA ratio to 32.09%. Stable
cost of funds (up ~8 bps Q-0-Q) and 15 bps increase in yields on
advances (due to recent base rate hike) Union banks NIMs expanded
11 bps to 3.21%. However, with saving bank deregulation NIMs are
likely to contract from current levels in medium term.

Asset quality in the quarter deteriorated sharply as the Gross NPA
ratio increased to 3.49% from 2.79% in Q2FY11. Also the Net NPA
ratio increased to 2.04% from 1.18% in Q2FY11. Higher slippages
during the quarter led to GNPA and NNPA surging by 37% and
57%, respectively. Out of INR 18 bn slippages during the quarter,
INR 11 bn can be attributed to the system-based NPA migration.

8 § & g 2 i B 5 5 : % g;u? About INR 7 bn slippages came in from the agri portfolio, INR 2 bn
—— Union NSE Nifty from poverty alleviation schemes, and the balance from MSME
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accounts. Going ahead, management expects to increase its recovery
process thereby reducing the Gross NPAs to 2.67%.

UNION 151 504 8.4 Outlook & Valuation

NIFTY 5.4 -10.2 -16.5 . . . .

s : . Union Bank of India is expected to grow deposits & credit ~14% &
ource: Ace, Unicon Research

~17% in FY12E respectively and fee-based income in line with the
(INR in mn) loan-book. Going forward margins are likely to witness some
_ pressure, on back of saving rate deregulations. On the other hand,
NII 16612 16191 we expect slippages to remain elevated in the coming few quarters.
Operating Profit 12051 11281 However, with banks focus on recovery process the NPAs are likely
PAT 3525 3433 to fall going ahead. Given the disappointment on key metrics asset

* Source: Ace, Unicon Research
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quality, lower loan & deposit growth, though we maintain our
rating of Accumulate, we downgrade our target to INR 250 from
INR 270.
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Financials
INR in mn)
S @F2 @M1 YeY  QFR2  QoQ
Interest income 51104 39522 29.3 49157 3.96
Interest expense 34492 24164 42.7 33255 3.72
Net Interest Income 16612 15358 8.2 15902 4.47
Other Income 5009 5096 -1.7 4840 3.51
Total Operating income 21622 20455 5.7 20742 4.24
Operating expenditure 9571 9149 4.6 9084 5.36
Operating Profit 12051 11306 6.6 11658 3.37
Operating Profit (%) 215 253 -386 bps 21.6 -11 bps
Provisions 6228 5989 204.0 4284 45.38
PBT 5823 5317 9.50 7374 (21.04)
Tax 2297 2284 0.61 2730 (15.85)
PAT 3525 3034 16.19 4644 (24.09)
EPS (INR.) 5.55 6.01 (7.62) 7.31 (24.09)
NIMs 3.21 2.77 44 bps 3.10 11 bps
Source: Company, Unicon Research *Standalone
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Unicon Investment Ranking Methodology

Rating Buy Accumulate Hold Reduce Sell

Return Range >=20% 10% to 20% -10% to 10% -10% to -20% <=-20%

Disclaimer

This document has been issued by Unicon Financial Intermediaries Pvt. Ltd. (“UNICON”) for the information of its customers only. UNICON is governed by
the Securities and Exchange Board of India. This document is not for public distribution and has been furnished to you solely for your information and must
not be reproduced or redistributed to any other person. Persons into whose possession this document may come are required to observe these restrictions. The
information and opinions contained herein have been compiled or arrived at based upon information obtained in good faith from public sources believed to
be reliable. Such information has not been independently verified and no guarantee, representation or warranty, express or implied is made as to its accuracy,
completeness or correctness. All such information and opinions are subject to change without notice. This document has been produced independently of any
company or companies mentioned herein, and forward looking statements; opinions and expectations contained herein are subject to change without notice.
This document is for information purposes only and is provided on an “as is” basis. Descriptions of any company or companies or their securities mentioned
herein are not intended to be complete and this document is not, and should not be construed as an offer, or solicitation of an offer, to buy or sell or subscribe
to any securities or other financial instruments. We are not soliciting any action based on this document. UNICON, its associate and group companies its
directors or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action
taken on basis of this document, including but not restricted to, fluctuation in the prices of the shares and bonds, reduction in the dividend or income, etc. This
document is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person or entity who is a citizen
or resident or located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be
contrary to law or regulation or would subject UNICON or its associates or group companies to any registration or licensing requirement within such
jurisdiction. If this document is inadvertently sent or has reached any individual in such country, the same may be ignored and brought to the attention of the
sender. This document may not be reproduced, distributed or published for any purpose without prior written approval of UNICON. This document is for
the general information and does not take into account the particular investment objectives, financial situation or needs of any individual customer, and it
does not constitute a personalised recommendation of any particular security or investment strategy. Before acting on any advice or recommendation in this
document, a customer should consider whether it is suitable given the customer’s particular circumstances and, if necessary, seek professional advice. Certain
transactions, including those involving futures, options, and high yield securities, give rise to substantial risk and are not suitable for all investors. UNICON,
its associates or group companies do not represent or endorse the accuracy or reliability of any of the information or content of the document and reliance
upon it is at your own risk.

UNICON, its associates or group companies, expressly disclaims any and all warranties, express or implied, including without limitation warranties of
merchantability and fitness for a particular purpose with respect to the document and any information in it. UNICON, its associates or group companies, shall
not be liable for any direct, indirect, incidental, punitive or consequential damages of any kind with respect to the document. No part of this publication may
be reproduced, stored in a retrieval system, or transmitted, on any form or by any means, electronic, mechanical, photocopying, recording, or otherwise,
without the prior written permission of Unicon Financial Intermediaries Pvt. Ltd.
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