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Securi UBI-AT/BB

qfr(ql Madam/qddg sir,

Subiect: Reportinq under Reeulation 30 of SEBI (Listins Obliqations and Disclosure Requirements)
Requlations. 2015-Revision in Credit Ratinq

ln terms of RequLatjon 30 read with point 3 of Para A of Part A of Schedute lll and Requtatjon 55 of SEBI

(Ljsting obtigations & Djsctosure Requjrements) Regulatjons, 2015 and SEB| circutar no

CIR/CFD/cMD/4/2015 dated September 9, 2015 read with SEBI circutar
SEB|/ HO /DDHS-Djv 1 /P / CIR/2022/0000000103 dated J uty 29, 2022; we wjsh to inform that on November
01. 2022 the ratjng agencies have assign ed / reaffirmed the ratings of Bank's Bonds as per fottowjng
detaits:

IND AA+

'i,,.rilT-.

diqr ir qiF iBqr, f:larrfi eGri Irqrr, {Fq{ ar 1l{r, z:q,fiqr qa:r qd, {{iqr !fte, rls{ imozr.
UricnBankol ndja, lfvestor Services Druton, Union Eark thavan,2l9, Vidhan B|avan Marg, Narinran Point, M!mba' 40002r

@: . 91 22 2289 6616/2289 6641, i. inv,p5tor5ervices_@.rl riorbankofindia.bank , website: ww.!niqrbq]!9!ill4?.!9.I1

5. No. tstN

tNE112A08044

Name of
the CrediL

Rating
Agency

tnaia
RaLrngs &
Research
Pvr I i.l

Credi t
Rating

assigned

lN D AA+

0uttook
(Stabte/ P

ositive/N
egative/

No

Rating Actron
(New/Upgrade
/Downgrade/R
eaffirm/Other

Reaffirm

Specify
other
rating
action

NA

Date of
Credit
Rating

01.11-2022

Verificati
on staLuS
of Credit

Rating
Agencies

Verified

Date of
VerificaUon

01 -11-2022Stable

2
1NE112408051

lndia
Ratings &
Research
Pvt Ltd

lN D AA+ Stable Reaffirm NA 01 -11-2022 Verified 01-11 7022

l rN E692408094
lndia

Ratings &
Research
Pvt I td

IND AA+ Stable Reaffirm NA 01 '11 -2022 Ve rified

Verified

a111-20)1

rNF692408102

tNE692408144

lndia
Ratings &
Research
Pvl I ld

IND M+ Stabte Reaffirm NA 01 -11 .2077 01 11-2422

5

lndia
Ratings &
Research
Pvt Ltd

lN D AA+ Stabte Reaffirm NA 01 -11-2022 Venfied 01 -11-2022

6 tNE692A08151

lndia
Ratings A
Research
Pvt I r.l

Stabte Reaffirm NA a1 -11 -2022 Verified a1 -11-2022

\/e
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tNE692408029

lndia
Ratings &
Research
Pvt Ltd
lndia

Ratings &
Research
Pvt I ld

IND M Stabte

Stabte

Reaffirm

Reaffirm

NA

NA

a1 -11.2022 Verified

Ve rified

01 11-2022

01 -11-2022tNE692A08110 IND AA 01 -11 '?021

9. 1NE692408128

lndia
Ratings &
Research
Pvt Ltd

IND M Stable Reaffrrm NA 01-11-2077 Verified 01 -11-2022

10 tNE692A08136

lndia
Ratings &
Research
Pvt Ltd

IND M Stabte Reaffirm NA 01 -11 -1012 Verified 01 -11-2022

11 rNE692408169

lndia
RaLings &
Research
Pvr I ld

IND M Stabte Reaffirm NA 01-11-2021 Verified 01 -11-7022

12 tNE692408177

lndia
Ratings &
Research
Pvt I td

IND AA SLable Reaffirm NA 01,11-2022 Ve rified 01-11"2072

13 tNE692408185

lndia
Ratjnqs &
Research
Pvt Ltd

IND AA Stabte Rea ffirm NA 01-11-2422 Ve rified 01 -11-2022

14

15

INE692A08193

lndia
Ratinqs &
Research
Pvt Ltd

lndia
Ratings &
Research
Pvt Ltd

IND M Stabte Reaffirm NA

NA

01-11-2022 Verified

Verified

01 -11.2022

01-'t1-2022
Certificate of

Deposits
IND A1+ Assigned 01-11-2022

This js for your information and appropriate djssemination

Thanking you.

rfffrq Yours faithfutty,

€
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A Fitch GroL;p Conpany

lndia Ratings Assigns Union Bank of India's CDs 'lND 41+'; Affirms
Existing Ratings

Nov 01, 2022 I Banks

India Ratings and Research (lnd-Ra) has taken the following rating aciions on Union Bank of lndia (Union):

lnstrument Type Date of
lssuance

Coupon

Rate (7")

Maturity
Date

Size of lssue
(billion)

Rating/Outlook Rating

Action

Long-Term lssuer

Rat ing

IND AA+/Stable Affrrmed

Certiflcates oF deposil tN R300 IND A1+ Assrg ned

Basel lll Tier ll bonds^ IN R55 IND AA+/Stabie Affrrmed

Basel lll ATl perpetual

bondsn

INR9B.5 IND AA/S1able Afirrmed

nDetails in Annexure

Analytical Approach: lnd Ra continues to lake a consolidated view of Union and its subsidiaries while arflving at the

ralings.

The ratings reflecl Union's systemically-imporlant position and lnd-Ra's expectalions thal the bank will continue 10 receive

support from the governmenl of lndia (Gol; holds 83.5"2" slake in Union). The ratings also reflect the bank's improving

capital position and operating buffers, indicating i1s increasing ability to absorb the impacl of any expected and

unexpected credit costs. Also, Union's provision cover is improving without any signrfrcant delerioration in its credit proftle

and market position. These factors, in the agency's opinion, could also aid the bank to witness material profllability in

FY23 (annualised return on assets (RoA) for 1HFY23: 0.6%) and grow its share in advances and deposils over the medium

term.



For ATl instruments, the agency considers the discrelionary component, coupon omission risk and the write-
down/conversion risk as key parameters 10 aFflrm a1 the rating. The agency recognrses the unique going-concern loss
absorption Features thal these bonds carry and that differentiates them frorn the bank's senior debt, factoring in a higher
probability of an ultjmale loss for investors in these bonds. lnd-Ra envisages the coupon deferrals and principal write-
down rlsks as remote possibililies, in view of the bank's adequate distributable reserve buffers.

Key Rating Drivers

lncreased Systemic lmportance: Union's systemic importance is reflected rn its increased market share in deposjts and

net advances at FYE22 due to its amalgamation with Corporation Bank and Andhra Bank with effect from 1 April 2020.

Posl the amalgamation, the bank's market share in total deposits and nel advances increased to around 6.4a/. and s.f'k,
respectively, at FYE22, thereby making rt lhe fifth largest public sector bank.

At end-Seplember 2022, the amalgamated bank had 8,726 domeslic branches and ove( 11,O92 automatic teller machines,
making rl a signifrcantly larger franchise post the amalgamalion. Union received a capital infusion of lNRl 17.7 billion from
the Gol in FY20 (FY19: lNR41.1 billion) and the agency expects the government supporl to continue, if required; the same
has been faclored into the ratings. Like other large public sector banks, Unlon has been able to raise equity (lNR14 billion
of the equity raised in FY22) from the market, led by the improvement in its llnancial position. The bank is also plannrng to
raise lNR43 billion of AT1 and tier 2 capilal bonds in FY23, of which it had raised INR']3.2 billion of AT1 jn 2QFY23.

Deposit Profile Could Come Under Pressure: Union's domeslic low-cost current account and savings account (CASA)

deposils remained sleady al 35.6% at end- 1 H FY23 (FY22: 36.54"6; FYE21: 36.3%). The bank',s CASA is weaker than that oi
peer public sector banks, and the bank has been ceding CASA market share. During 1HFY23, Union's CASA grew al about
9.4"/" yoy, lhe overall deposils, including lixed deposils, grew aboul 17ok yoy, while advances qJew 21.5% yoy. Grven that
deposit growth has lagged advance growth for a few quarters, the banks have been under pressure lo raise deposit rales

- in this financial year, the banks'term deposit rales have increased 1%-1.5% and are likely to increase further - and

Union's rates are not likely to be any different. The bank's cost of deposits increased by about 23bp during 1HFY23, from
its lowest of 4% that the bank saw in 3QFY22. Given the lower share of the low-cost deposits, the bank's increase in cost
of deposils could be marginally higher than peer banks' over the near term.

Asset Quality - CoVID-19 Aftermath Could Play Out but Would be Manageable Overall: 41 end-March 2022, Union had
abouI 2.6% loans (as a percentage of net advances: 3.2% aI FYEZ1) thal were restructured and loans worth about lNR0.4

lrillion that have been, in the agency's opinion, supporled by the emergency credit line guarantee scheme. The bank has
stated thal aboul7% of these loans are stressed (either slipped inlo non performing assets (NPAs) or are overdue) and

expecls the balance to follow the standard portfolio behaviour. The bank saw a drop in its special mentlon accounts over

INR50 million by more than 50% yoy at end-September 2022. tJnion witnessed a gross slippage of aboul2o/. in 1HFY23
(FY22: 4.1"h,FY21:3%) and net slippage (gross slippage less upgrades and recoverres) of 0.3"A (2.O4%,1.6%) - lnd-Ra

bel'eves the bank may not see significanl net slippages in FY23. lnd-Ra expects the gross non performing assets and net
non-performing assets (NNPAS) to increase marginally in FY23 from the levels of 8.45% and 2.64"/., respectively, in

1HFY23 (Fy22. 11.11%, 3.68"/.). Overall, the asset quality is likely to continue to improve and would be manageable over
the nearto-medium lerm.

Moderate Capital Buffers: Union has moderate capilal buffers compared to similar-rated peers, as reflected in the
common equity tier I (CEll) ratio and tier-l capital adequacy ralio of 10.67% and 12.26"/., respectively, at end-1HFY23
(FYE22: 10.63%, 12.2"a: FYE21: 9.17. 10.4%). This also needs to be viewed in context of the bank's net NPAs berng higher
aI ahouI2.67% al FYE22 compared to the broader public sector banks' u niverse (1 .5v.'2.5%). Union's risk weighted assets
to net advances decreased to 78% at end 

.i 
H FY23 lrom 82.3"4 in FY22 and 93% in FYzl, indicating the bank's progress in

capital efflciency. lnd'Ra believes the manageable asset qualily would enable the bank to maintain relalively matefial
profltability compared to its previous performance though FYZ3-FY24 (RoA likely to be 0.5% or more). This, combined with
the further ulilisation of deferred tax assets, will help Union to partly offset the higher-than-peers NNPAs. Ind Ra

believes the exisljng capital buffers are adequalely placed to also absorb asset quality shocks. After factoring in the



elevated provisioning requ rements in FY23, on account of the pandemic induced potenlial slippages, the agency believes

Union's capital buffers will be moderately higher lhan regulatory requirements while mainlaining peer-comparable NNPAS.

ln the agency's opLnion, if the credit costs exceed 3%, the bank might see equity erosion.

Liquidity lndicator - Adequate: Union's short-term (one year) asset liabrlity surplus (surplus of short-term assets ovel

short-term liabililies to lotal inflows) was aboul 20% aIFYE22, better than thal of similar raled peers. The average liquidity

coverage ralio was 176.3% at end-september 22 (FYE22:1f5.3a%, FYE21. 181.01'/.), well above the regulatory

requirement of 100%. Union's excess slatutory lquidity qualifying securities of about lNR565 billion also provide

substanlial liquidity comforl in addrtion to its assets in balances with the Reserve Bank of lndia and in government

securities, indicatrng thal it will be able to meet its short-term funding requirements under severe stress. The agency

believes the bank's funding gap mighl not widen in the near term, if at all, unless it changes its liability slructure drastically.

Profitability Expectations to be driven by Reduced Credit Cost and NIM: Union's proilt increased signiflcantly to about

lNR34 billion in 'lHFY23 (FY22: lNR52.3 billion, FY2'l : lNR29.1 billion), mainly backed by the decline in its credil costs and

continued high proflts from its treasury operalions (FY22: 1NR39.12 billion; FY21: 1NR44.93 billion). However, lnd-Ra

expects the overall interest rale environmenl to lead to a lower yoy contribution from the bank's treasury income in FY23

(1HFY23: profit from the sale of investments lNR4.4 billion against lNR20 billion in 1HFY22). The bank's credit cost

(provision for NPA to average nel advances) was 1 .9% in FY22 (FY21: 3.1%); Ind Ra expects the bank to wilness a credit

cost of about 27o over the near-to-medium term. The agency does not expect any significant adverse impact on treasury

income hereon (modifred duralion of about 1.'l4years on the avajlable for sale portfolio of about lNR740 billion at end-

September 2022) at least in FY23. While the bank had a comparable provision cover (net of technical write offs) of about

l|y" al end-1HFYz3, the NNPA levels at about 2.64% were modestly higher than those of peers, and hence, the bank might

have to take up more provisions, in the agency's opinion, and may be in a posilion to cover the gap only by next year. lnd-

Ra believes Union might be able to maintain its profrtability (ex treasury income) over the short term, as the NIMs have

expanded and the rise in deposit rate would lag the increase in the loan yields over the near term.

Rating Sensitivities

Negative: Union's Basel lll Tier 2 bond ratings have been equated to its Long-Term lssuer Rating, which could

change if there is any unfavourable change in the Gol's support stance that restricts the bank's ability to mainlain rts

systemic importance, or if the equily buffers of the bank consistently operate at close to the minimum regulatory

levels.

The notching of the AT1 bonds could be widened from its anchor ratings if lnd Ra believes there is a dilution tn the

government's support stance towards hybrid instruments of PSBs or rf tlrere is any delay in the timeliness of

extending this support. This could lead to, among olher things, capital buffers continuing to be close 10 the

regulatory levels. ln addition, lnd-Ra expects that the capital buffers would be higher for banks with weaker

unsupported proftles; if not, then the notching from the Long-Term lssuer Rating could be wider/higher. These

capital buffers could be important as the banks'ability to service the inslrument could be impaired if il is incurring

losses and/or if the capital levels are lower than the regulalory minimum levels.

Positive: A signiflcant increase in Union's market share in advances and deposits, leading lo a malerial increase in

its systemic importance and a consislent improvemenl in the bank's capltal and profltabilily buffers (with incteased

profitabilrty from the core lending operations), while maintarnrng peer-comparable asset quality or belter, and an

overall improvement in the operaling environment could lead lo positive rating action.

Company Profile

Union is a public seclor bank with operations across lndia. At end-Scpt 2022,1he Gal held an 83.57. slake in lJrlion.



FINANCIAL SUMMARY

Particulars (lNR billion) Fv22 FY21

Net advances 6,61 0.1 5,909.I

Tolal deposits 10,323.9 9,238.1

Nel income/loss 52.32 ?9'l

cEr r (%) 1 0.6 9.1

Capital adequacy ratio (%) 14.5 12.6

lource: Union, lnd-Ra

Solicitation Disclosures

Additional informalion is available at www.indiaratings,co.in. The ratings above were solicited by, or on behall of, the issuer,

and therefore, lndia Ratings has been compensaled for the provision of the ratings.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy, sell, make or hold
any investmenl, loan or securily or to undertake any investment slrategy with respect to any inveslmenl, loan or security or
any issuer.
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Instrument Type

Rating Type Rateil
Limits

(billion)

Rating 15 july
2022

10
February

2022 202L 2g2t

IND IND INDIssuer Rating Long-term IND,A,A+/Stable IND
qA+/Stablc

Basel III AT1 Boncls Long-teIm INR98,5 lND AA/Stable IND

AA/Stable

IND

AA/Stable

IND

AA/Stable

]ND

lL\/Stable

IND INI)!asel lll-Complaint Tier-ll Bonds Long-term INR55 IND AA+/Stabie INI)

\A+/Srabte

IND

AA+/Stabi.

CDs Short Term INR 30O INR A1 +

An nexu re

ISIN Date of
Allotment

Tcnor
(years)

Maturity
Date

Amount
Mobilised
(billion)

Coupon
Rate

Put/Call
Option

Rating/Outlook

(o/o

p.a.)

Basel III Compliant Tier II Bonds



Basel III-
comPlia 11t

Tier II
bonds

INE112A0U044 't4

Novenlber

2011

'14

Novenibel

2021

INR5 8.02 ('ill 1/l

Noven1ber

2022

IND  r\*/SI.rhle

Basel III-
cornpiiant

Tier ll
bonds

tNE112408051 B

Novernber

2019

10 I
Novenlbel

2029

INR:IO 8.93 Nit 1ND AA+/Stable

Basel IU-

compliart
Tier II
bonds

rNE692A08094 16

September

2020

10 16

september

2030

I NI{10 't.42 Call 16

September

2425

Basel Ill-
compliant

Tier ll
bonds

1Nu692A08102 2.6

Novenlber'

2020

15 26

Novembel

2035

INRlO '7.18 Call 26

Novcmbcr'

2030

IND AA+/Srable

Basel III-
cornpliant

Tier Il
bonds

INE692A08144 24 June
2021

10 24lune

2031.

INR8,5 '7.19 Call - 24

June 2026

IND ]\ +/Stable

ilasel llI-
compliant

Tier II
bonds

INE692A0815L 09 July
2021

15 I July 2036 INtt11.50 '7.25 Call 9

July 2031

IND AA+i StabIe

Total
utilised

INR55

Basel III Compliant AT1 Bond

Basel III
AT1

Bon ds

IN8692A08029 15

s€ptembel

2016

Perpetual Pelpetual INRlO 9.5 call IND AA/Stable

15

Septembel'

2026

Basel III
AT1

Bonds

rNE692A08110 15

December

2020

Perpe(ual Perpetual INR5 Call -15

Decemllel'

2025

IND AA/SIable

Basel III
AT1

Bon ds

tN]i692A08128 1l January
2021

Perpetual Per-lletual INR10 8.64 Ca]].' 11

January
2026

IND AA/Stable

Bascl lII
ATl

Bonds

INE692A081:i6 29 January
2021

!erpctu irl Pclpetual INR2.O5 8.73 Call 29

Ianuary
2026

Basel III
nTl

Bonds

INE692A08169 22

November

202L

Perpetual Pelpetual INN 2O 8.70 Call 22

No\rember'

2026

IND AA+/Stable

IND AA/Stable

IND AA/Stable



IND AA/Stable

Complexity Level of lnstruments

Instrument Type Complexity Indicator

Basel lll-compliant Tier ll bonds Moderate

Basel lllATl bonds H igh

CDs Low

For details on the complexity level of the instruments, please visil hltps://www.indiaratings.co.inlcomplexity-indicalors
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Basel lll
AT1

Bonds

INE692AOB177 20

December

2021

Perpetual Perpetual INR15 8.4 Call-20

December
2026

Riscl III
A'I'1

Boncls

I NE692A08185 2 March
2022

Perpetual Perpetual INR 15 8.5 Cail-2

March
2027

IND AA/SIAbIE

Basel III
AT1

Bonds

tNE692A0B193 2s July
2022

Perpetual Perpetual INR 13.20 8.69 Call-25

lluly 2021

IND AA/StAbIE

Total utilised INR90.25

Total umrtilised INR8.25
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The Rating Process

DISCLAIMER

All credil ratjngs assigned by tndia ratings are subject to certain limrtal ons and disclaimers. PIease read these limitations and disclaimers by

followtng this I nk:h1lps //www indiaratrngs.co.in/raling-deflnitions. ln addition, rating defnllions and the terms of use of such ratinqs are

available on the agency's public website W!4!J!!!qq!!q$.qp.b. Published ralings, crjteria, and methodologies are available from this slte at all

times. lndia ratings'code of conduct, confrdentiality, coDflicts of interest, alllliate flrewall, compliance, and other relevant policies and

procedures are also available from the code of conduct section of this site.


