
 

 
 
 

 

 

 

 

  IPO Details 
Issue Open Date 29th September, 2020 

Issue Close Date 1st October, 2020 

Price Band (Rs.) 552.0 to 554.0 

Issue Size (Rs. bn) 21.60* 

Issue Size ( Shares) 38,987,081 

Market Lot 27 Equity Share 

Listing Exchanges BSE/NSE  

Face Value (Rs.) 10/- 

Key Details 

Fresh Issue  N.A. 

Offer for Sales 38,987,081 Equity Shares 

Issue Type 100% Book Built Issue 

Book Running Lead 
Manager 

Kotak Mahindra Cap, 
Citigroup Global, DSP 

ML, ICICI Sec, JM 
Financial, SBI Capital 

Markets 

Issue structure 
QIB: 50% 

Retail: 35% 
Non – Institutional: 15% 

Consol. (INR Mn)  CY12  CY13  CY14  CY15E  CY16E

Revenue 113,582 111,501 117,388 126,779 136,921

EBITDA 21,966 16,225 14,956 16,153 17,445

% growth  -26.1 -7.8 8.0 8.0

PAT 10,593 10,947 11,618 12,548 13,551

EPS (INR)  56.4 58.2 61.8 66.8 72.1

P/E (x)  26.0 25.2 23.7 21.9 20.3

RoE (%)  14.4% 14.0% 14.1% 14.2% 14.2%
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29th  September 2020 

UTI ASSET MANAGEMENT COMPANY LIMITED- SUBSCRIBE 

Investment Thesis 
UTI ASSET MANAGEMENT COMPANY LIMITED is coming out with an initial 

public offering (IPO) on September 29, 2020. The Issue comprises of offer 

for sale of up to 38,987,081 equity shares by the Selling Shareholders.UTI 

AMC is the second largest asset management company (AMC) in terms 

of total AUM and eighth largest AMC in terms of mutual fund quarterly 

average AUM (QAAUM) as on June 30, 2020. As on June 2020, total 

QAAUM for domestic mutual funds was at Rs 1,33,630 crore while other 

AUM was at Rs 8,49,390 crore.UTI AMC manages mutual funds of UTI 

Mutual Fund and provides portfolio management services to institutional 

clients and HNIs. Furthermore, it also manages retirement funds, offshore 

funds and alternative investment funds. The company has been active in 

the AMC industry for over 55 years with its sponsors including State Bank of 

India, Life Insurance Corporation of India, Punjab National Bank, Bank of 

Baroda and T Rowe Price. UTI AMC provides discretionary PMS to 

Employees Provident Fund Organization (EPFO), Postal Life Insurance (PLI), 

National Skill Development Fund (NSDF) and advisory PMS to various 

offshore and domestic accounts. As on June 30, 2020, AUM for PMS 

business was at Rs 6,97,050 crore. UTI AMC has reported a heavy capital 

structure historically with low dividend payouts; however, as discussions 

with management propose that the board has decided to distribute a 

minimum of 50% of current year profits as dividend. Thus, with a rise in 

dividend payouts and lower capital load, overall return ratios are 

expected to see a rise. management suggest that it has adopted various 

cost-control measures to bring in best-in-class operational efficiencies. 

Management is committed to focus on digitalization to bring in efficiency 

UTI has a long history of delivering consistent and stable returns through 

cycles, driving AUM growth. Schemes representing ~92.3% of closing AUM 

invested in UTI’s six core equity strategies have outperformed their 

respective benchmark indices for an average return of 9.6% per annum in 

10-year period ended June 30, 2020. UTI AMC’s operational profitability is 

lower due to high costs.capital-light/cash-generative nature of the AMC 

business, there is good scope for positive economies of scale if the 

company is able to grow its AUM, particularly individual-equity AUM, 

which is high-margin. 

Financials 
Key Financials (Rsmn) FY17 FY18 FY19 FY20 

Mutual Fund AUM 1,368 1,549 1,597 1,515 

PMS AUM (Rs bn) 1,737 2,048 2,397 8,281 

Net Revenue 10,349 11,501 10,505 8,550 

EBITDA 5,422 5,687 4,982 3,493 

PAT 3,952 4,051 3,479 2,765 

ROE(%) 19.5 18.4 14 10.3 
* At highest price band# Post listing 

* At highest price band 



Graphs & Charts  

 

Relatively weak revenue yields 

 
 

 
Dividend payouts have been increasing 

 
 

 
Share of passive funds in AUM 
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Key Business Highlights 
• AUM of the Indian mutual fund industry has grown at a CAGR of 13% 

from Rs7.6trn in Mar’10 to Rs27.0trn as of Mar’20 against the backdrop 

of an expanding domestic economy, robust inflows and rising investor 

participation, particularly from individual investors. Over 4QFY15-

1QFY21, aggregate industry AUM grew at a CAGR of 15%.UTI AMC is 

present in the entire range of asset management segments including 

Mutual funds, PMS funds, Retirement Solutions, Offshore Funds and 

Alternative Investment Funds. Non-mutual fund AUM at Rs 8.49 trn as 

of 1QFY21 is much larger than mutual fund AUM at Rs 1.34 trn. Non-

mutual fund AUM, 82% contribution as of 1QFY21 is from PMS funds, 

which is primarily due to the mandate from the EPFO, which led to a 

jump in PMS funds AUM from Rs 1.33 trn in FY19 to Rs 6.97 trnas of 

1QFY21.Retirement Solutions, Offshore Funds and Alternative 

Investment Funds contribute 16%, 1.8% and 0.1%, respectively to Non-

mutual fund AUM, as of 1QFY21.As of June ‘20, UTI had the second 

highest market share by AUM in PMS services in India (at 44.7%), and 

the second highest market share by AUM in NPS funds (at 29.2%). As 

of Jun ’20, UTI AMC manages the largest income tax-notified fund in 

the retirement fund category in India (the UTI Retirement Benefit 

Pension Fund), which had QAAUM of Rs26bn. This scheme includes a 

number of micro pensioners as investors. 

Valuation 
• As one of the pioneers of the Indian mutual fund industry, UTI AMC is 

a well-recognized brand and has a diversified product portfolio, 

which enables it to operate through varied market cycles, cater to 

the different requirements of customers, reduce concentration risks, 

and leverage core competencies at scale. It is a professionally 

managed asset management company, with a strong distribution 

network, having access to investors located in 697 districts (out of 722 

districts in total), including remote areas. While the company’s 

operational profitability is lower compared to its peers due to high 

costs, there is good scope for positive economies of scale if the 

company is able to grow its AUM, particularly individual-equity AUM, 

which is a high-margin business. 

• Favorable macro tailwinds combined with a reputed brand name 

augur well for UTI AMC to deliver sustainable growth and profitability. 

While the company’s average RoE of 13% over FY18-20 is lower 

compared to its peers (19% for Nippon India and 36% for HDFC AMC), 

it is already factored in the valuations for the offer price. On the 

valuation front, at the upper price band of Rs 554 per share, the 

company’s P/Bv stands at 2.5x, which is way lower compared to 6.3x 

of Nippon Life India AMC and 11.2x of HDFC AMC. The market cap to 

mutual fund AUM for UTI AMC would be 5.3% compared with 8.6% for 

Nippon Life India AMC and 12.6% for HDFC AMC. as well, they have 

huge business of PMS &NPS, which accounted for 41% of Q1FY21 

revenue. We believe that the IPO price is after factoring lower ROE, 

high competition and uncertainties from pandemic. Considering all 

these factors, we recommend 'subscribe' to the issue both for listing 

gain as well as long-term investment purpose. 

• Objects of the offer:The upper price band, total issue size stands at Rs. 

2,159.8cr. The issue consists of only offer for sale (OFS) from SBI, LIC, 

BoB, PNB and T. Rowe Price International Ltd(TRP) and the company 

will not receive any proceeds from this offer. The prime purpose of the 

issue is to achieve the benefits of listing shares on stock exchanges. 

Risk & Concern 
• High competition from private AMCs. 

• Decline in market share consistently. 

• Underperformance of investment portfolio may impact AUM 
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Disclosure: 

Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to 

companies/securities. Bonanza Portfolio Ltd is responsible for the preparation of this research report and has taken 

reasonable care to achieve and maintain independence and objectivity in making any recommendations. Bonanza 

Portfolio Ltd or its associates or Analyst or his relatives may or may not hold beneficial ownership of 1% or more in the subject 

company at the end of the month immediately preceding the date of publication of this research report. 

Bonanza Portfolio Ltd operates under the regulation of SEBI RegnNo.INM000012306  

Disclaimer: 

This research report has been published by Bonanza portfolio Ltd and is meant solely for use by the recipient and is not for 

circulation. This document is for information purposes only and information / opinions / views are not meant to serve as a 

professional investment guide for the readers. Reasonable care has been taken to ensure that information given at the time 

believed to be fair and correct and opinions based thereupon are reasonable, due to the nature of research it cannot be 

warranted or represented that it is accurate or complete and it should not be relied upon as such. If this report is 

inadvertently send or has reached to any individual, same may be ignored and brought to the attention of the sender. 

Preparation of this research report does not constitute a personal recommendation or take into account the particular 

investment objectives, financial situations, or needs of individual clients. Past performance is not a guide for future 

performance. This Report has been prepared on the basis of publicly available information, internally developed data and 

other sources believed by Bonanza portfolio Ltd to be reliable. This report should not be taken as the only base for any market 

transaction; however this data is representation of one of the support document among other market risk criterion. The 

market participant can have an idea of risk involved to use this information as the only source for any market related activity. 

The distribution of this report in definite jurisdictions may be restricted by law, and persons in whose custody this report comes, 

should observe, any such restrictions. The revelation of interest statements integrated in this analysis are provided exclusively 

to improve & enhance the transparency and should not be treated as endorsement of the views expressed in the analysis. 

The price and value of the investments referred to in this report and the income from them may go down as well as up. 

Bonanza portfolio Ltd or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant 

the accuracy, completeness, adequacy and reliability of such information / opinions / views. While due care has been taken 

to ensure that the disclosures and opinions given are fair and reasonable, none of the directors, employees, affiliates or 

representatives of Bonanza portfolio Ltd shall be liable. Research report may differ between Bonanza portfolio Ltd  RAs and 

other companies on account of differences in, personal judgment and difference in time horizons for which 

recommendations are made. Research entity has not been engaged in market making activity for the subject company. 

Research analyst has not served as an officer, director or employee of the subject company. Research analyst have not 

received any compensation/benefits from the subject company or third party in connection with the research report 
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