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Ask any young professional or seasoned businessman what they are planning to buy with their savings 

and odds are that mutual funds will feature prominently in their top 3 responses. Mutual funds have 

captured the attention and imagination of most of the income earners of the country thanks to the 

#MutualFundsSahiHai campaign running incessantly across all forms of mass media. Mutual funds are 

now widely being accepted as a primary source of wealth creation for India’s growing middle class 

where people are slowly transitioning from a savings only mentality to an investment mentality. 

Given the very low proportion of savings allocation to equity investments, it is safe to say that there 

is a lot of room for the MF industry to grow especially given the rising number of new income earners 

joining the workforce each year and the convenience of investment options through the internet and 

the ubiquity of SIPs.  

But there are only a few options like HDFC AMC and RNAM which are pure play MF investment 

companies that have shares trading publicly. Given the meteoric performance by both these scrips in 

the recent times, investors are all eagerly waiting for IPOs of other players in the industry which would 

provide them with the chance to hitch their investment wagons to the ever-growing MF industry. One 

such highly anticipated IPO is UTI AMC which we have covered in this piece. 

 
The meteoric rise in share prices of HDFC AMC and RNAM in the past year. Source: Google Finance 

Introduction 

UTI AMC has been active in the asset management industry in India for more than 55 years and was 

also responsible for the first mutual fund in India. The company is the largest asset management 

company in India in terms of Total AUM and 7th largest in terms of mutual fund QAAUM. As of 30th Sep 

2019, the Domestic Mutual Fund QAAUM for the company stood at Rs 1542 billion while other AUM 

stood at Rs 6254 billion. The company has 11 million live folios which accounts for 12.8% of the 86 

million folios that are currently present in the MF industry. This puts the company ahead of HDFC 

AMC which only has 9.4 million folios as of Sep ’19, signifying the enormous reach of UTI AMC. 
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Key Features of UTI AMC 

 The biggest shareholder in the company is T Rowe Price International which is an international 

mutual fund house. T Rowe Price owns 26% of UTI AMC. The other big shareholders are SBI, LIC, 

BOB & PNB all of which own 18.24% each. 

 

 
 

 UTI Mutual Fund is the 6th largest MF house in the country with 6% of Total industry AUM. The 

breakup of the company’s MF AUM is: 

 

 
 

 The management fees from domestic mutual funds accounts for 72.7% of total revenues for 

H1FY20.  

 

 The vast bulk of the company’s revenues are from the management fees from domestic mutual 

funds. This is mainly because the vast majority of the other AUM is very long term funds like the 

EPF and pension funds in both India and abroad which have lower fee structures as compared to 

mutual funds. 
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 The company has a number of businesses other than the domestic mutual funds which include: 

o PMS: 79.9% of Other AUM, with 6.3 Cr revenues in Q2FY20 

o UTI International: 2.5% of Other AUM, 15.5 Cr revenues in Q2FY20. 

o UTI Capital & UTI VF: 0.2% of other AUM, 3.47 Cr revenues in Q2FY20 

o UTI Retirement Solutions: 17.4% of other AUM, 8 Cr of revenues in Q2FY20 

 

 The PMS division for the company provides discretionary PMS services to the Employees’ 

Provident Fund Organization (“EPFO”), the National Skill Development Fund (“NSDF”) and to HNIs, 

non-discretionary PMS to Postal Life Insurance (“PLI”), and advisory PMS to various offshore and 

domestic accounts. 

 

 According to the latest EPFO awarded mandate, UTI AMC is responsible for managing 55% of the 

total corpus of the EPF accounting for Rs 4578 billion which covers 91.6% of the PMS AUM. 

 

 The company also manages retirement funds (in its retirement solutions business, which manages 

the National Pension System (“NPS”) funds), offshore funds (including the Shinsei UTI India Fund, 

a co-branded fund with Shinsei Bank of Japan) and alternative investment funds. These other 

businesses (excluding domestic mutual funds and PMS business) had an aggregate closing AUM 

of ₹1,255.5 billion as of September 30, 2019. 

 

  The management fee breakup is:  
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 KPIs for the last few years: 

 
 

 The performance of the company in the recent past is as follows: 

Consolidated Financials (In Crs) 

  H1FY20 H1FY19 YoY % FY19 FY18 YoY% 

Sales 496.3 520.5 -4.65% 1080.9 1162.75 -7.04% 

PBT 239.25 190.2 25.79% 491.2 545.4 -9.94% 

PAT 209 135.8 53.90% 352.8 364.2 -3.13% 

 

o The company has seen sales decline slightly YoY in H1FY20 but PBT and PAT have grown very 

well. PBT has grown due to a drastic fall in other expenses while PAT includes a Rs 20 Cr 

deferred tax credit.  

o The company has mentioned that decrease in revenues in H1FY20 is mainly due to the 

introduction of new regulations in Oct ’18 which led to a decrease in management fees.  

o The decline in other expenses mentioned in the first point is mainly due to the company no 

longer incurring scheme related expenses for subsequent reimbursement by schemes post 

Oct ’18 and the absence of new fund offerings in H1FY20 which led to low marketing expenses. 

 

 

Positives for UTI AMC 
 

1. The biggest factor working for UTI AMC is the nascent state of the MF industry. The household 

allocation to shares and debentures (including mutual funds) have risen drastically to 8% in FY18 

as compared to 1.6% in FY14. There is huge scope for rise in the above household allocation to 

shares (including mutual funds) when compared to EU which has an average allocation >20% and 

USA which has an allocation of >50%. CRISIL expects industry QAAUM to grow at a CAGR of 17-

19% between September 30, 2019 and March 31, 2024 with industry revenues and net profits 

expected to grow at a CAGRs of 16% and 17% respectively, driven by a variety of factors such as 

the ones given below: 
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Source: HDFC AMC Annual Report FY19 

 

2. The biggest advantage here for UTI AMC is the fact that it is one of the oldest players in the MF 

industry in India with good brand recall and retail presence. The fact that it is able to cover 12.8% 

of the total folios in the country (as compared to HDFC AMC’s 9.4 million) highlights its status as 

one of the top MF houses in the country. The company also boasts of a robust distribution network 

which includes around 51,000 IFAs and has a presence in 697 districts out of the total 722 districts 

in India. The distribution network as of 30th Sep ’19 is as follows: 

  
 

3. The company also boasts of the largest share of monthly average AUM in B30 (Beyond Top 30) 

cities among the top 10 AMCs in India, according to CRISIL. It also has 27% of its total AUM and 

43% of its equity AUM from B30 cities. This helps the company earn more management fees on 

funds from B30 cities due to the addition allowance to charge incremental expenses of 30 bps.  

For example, the total expense ratio or TER acts as a cap on the maximum amount that mutual 

funds can charge customers. The TER for a fund with an AUM of < 5 billion INR is 2.25%. If this 

fund is offered in B30 cities, the AMC can charge an additional 30 bps bringing the effective fees 

on the fund in B30 cities at up to 2.55% which is 13% higher than T30 fees.  
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UTI AMC’s presence in B30 cities also acts as an additional advantage while acquiring customers 

as the competition in B30 cities is lesser and the room for growth is much higher due to lower 

industry penetration as compared to the near saturated T30 cities.  

 
 

4. The company also has a mammoth other AUM of Rs 6254 billion consisting of PMS, retirement 

solutions and many other businesses. This helps reduce the dependence on the performance of 

mutual funds and also provide for very long and consistent source of revenues for the company. 

The company also has the highest market share by AUM of PMS services in India (at 42.4%), and 

the second-highest market share by AUM of NPS funds (at 29.4%). This aptly demonstrates the 

company’s expertise in managing long term funds and provides significant opportunities for cross 

selling to grow their AUM, particularly in the domestic mutual funds business. 

 

Negatives for UTI AMC 
 

1. The company is still not the biggest AMC in India by far in terms of revenues despite being the 

largest in the country in terms of total AUM. The company has a total AUM of Rs 7996 billion 

which is more than double the total AUM of HDFC AMC but it generates only 1/3rd of the PAT 

that HDFC AMC makes. This is mainly due to the small share of mutual funds which accounts for 
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nearly 20% of total AUM at Rs 1542 billion. Thus to reach the level of HDFC AMC in terms of 

revenues and valuation, UTI AMC has a lot of ground to cover.  

 

2. The other big risk that the company faces is the concentration of MFs. The company’s top 6 active 

equity MFs account for 73.5% of QAAUM for active equity funds while top 5 passive funds 

account for 93.7% of QAAUM for hybrid funds and the top 5 fixed income funds account for 

46.3% of QAAUM for fixed income funds. This shows that any adverse performance in any of these 

concentrated funds will affect the company’s earnings drastically and thus forms a risk for the 

company. 

 

3. Similarly, the PMS and offshore funds managed by the company consists of a few very high ticket 

marquee clients like the EPFO, NSDF and many pension funds which forms client concentration 

risk for the company. Should any of these big clients withdraw or choose to pursue other 

investment managers, it will lead to a substantial decrease in AUM in their respective categories. 

 

4. Another risk which is present there for the whole industry is the competitive pressure and total 

expense limits set by SEBI. This directly puts a cap on the profitability of the MF industry where 

the players have to scramble to decrease costs like reducing marketing and commissions which 

can affect the efforts made by each player to capture the domestic market.  

 

5. The rate of growth of mutual funds AUM which is the primary source of income for the company 

has been a dismal 5.3% CAGR for the past 3 years. This is worrying since the MF industry AUM 

has grown with a CAGR of 11% in the same period. Furthermore, the company has seen only a 

3% YoY growth in MF AUM in FY19 vs 17.79% YoY growth in MF AUM of HDFC AMC. This shows 

that the company has been lagging behind key competitors in the industry and needs to ramp up 

AUM growth to stay competitive in this fast growing industry. 

 

6. The All India UTI AMC Officers’ Association has alleged that the company has not adequately 

highlighted the contingent liabilities arising from employee related dues in its DRHP. In Jan ’19, the 

Ministry of Finance had asked UTI AMC to address all pending grievances and ensure that all the 

entitlements of officers of erstwhile UTI. These entitlements range from pay scale improvements and 

allowances to ESOPs and pensions, all of which added together could form a liability of significant size 

for the company. Although it is disputed whether the bill for all this is to be footed by UTI AMC or the 

Specified Undertaking of the Unit Trust of India (formed after the UTI restructuring in 2003), the fact 

remains that there is a chance that the company may have to pay out a significant liability of hundreds 

of crores in the future which would put a significant dampener on its profits at the time.  
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Financials 
The consolidated revenue breakup of the last 3 years is as follows: 

Revenues (INR Crs) FY17 FY18 FY19 

Interest+Dividend+Rental Income 7.19 17.58 20.8 

Net Gain on Fair Value Changes 102.84 -22.51 93.17 

Sale of Services 854.43 966.86 890.62 

Net Gain/Loss on sale of Services 70.47 188.12 45.92 

Total Revenue from Operations 1034.93 1150.05 1050.51 

Other Income 13.32 12.7 30.39 

Total Revenues 1048.25 1162.75 1080.9 

The consolidated expenses breakup of the last 3 years is as follows: 

Expenses (INR Crs) FY17 FY18 FY19 

Fees & Commission Expenses 0.57 1.79 2.11 

Impairment on Financial Instruments 0 1.9 0 

Finance Costs 9.34 8.71 8.19 

Employee Benefit Expenses 286.58 320.76 306.65 

Depreciation & Amortization 25.61 27.25 29.15 

Other Expenses 205.62 256.91 243.55 

Total Expenses 527.72 617.32 589.65 

 

Overall Financial Performance of the last 3 years is as follows: 

Particulars (INR Crs) FY17 FY18 FY19 

Total Revenues 1048.25 1162.75 1080.9 

Total Expenses 527.72 617.32 589.65 

Profit before tax 520.53 545.43 491.25 

Tax 125.31 140.34 143.32 

Net profit 395.22 405.09 347.93 

 

 

Peer Comparison & Rough Valuation 
 

Here is a comparison of UTI AMC with its listed peers HDFC AMC and RNAM: 

In FY19 UTI AMC HDFC AMC RNAM 

Total Revenues in Cr 1080.9 2075 1587 

PAT in Cr 352.8 931 475 

PAT Margin 33% 45% 30% 

MF AUM in Cr 158059 381819 207244 

Equity AUM in Cr 51225 176400 91536 

 

The key valuation ratios for HDFC AMC and RNAM are: 
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In FY19 HDFC AMC RNAM 

Market Cap in Cr 65945 20283 

Mcap To Sales 33.54 16.23 

Mcap to MF AUM 17.27% 9.79% 

Mcap to Equity AUM 37.38% 22.16% 

 

 

 

Looking at the valuation metrics of its listed peers given above, let us estimate a probable range for 

valuation of market capitalization for UTI AMC: 

 

1. Mcap to Sales: 15-25 times 

Mcap to Sales Corresponding Mcap in Crs 

Conservative (15 times) 16213.5 

Optimistic (25 times) 27022.5 

 

2. Mcap to MF AUM: 5%-12% 

Mcap to AUM Corresponding Mcap in Crs 

Conservative (5%) 7902.95 

Optimistic (12%) 18967.08 

 

3. Mcap to Equity AUM: 20%-30% 

Mcap to Equity AUM Corresponding Mcap in Crs 

Conservative (20%) 10245 

Optimistic (30%) 15367.5 

 

Thus the estimable range for Market Capitalization for UTI AMC comes out to be: 

 Market Cap in Crs 

Most Conservative 7902.95 

Most Optimistic 27022.5 

 

According to various media reports, the company is expected to be listed at a valuation of around 

10000 Cr. According to our range of valuation estimates as mentioned above, it tilts towards the 

conservative side.   

Conclusion  

UTI AMC has its fair share of positives and negatives as mentioned above. But there is no denying the 

company’s pedigree in the asset management industry. Although the MF business has not grown as 

fast as its competitors in the past few years, the potential opportunity for UTI AMC is still very big, 

particularly given the company’s extensive presence in beyond top 30 cities, where other players have 

a far lesser presence than UTI AMC and where the addressable market is potentially much bigger than 
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the top 30 cities. Thus given the dearth of publicly traded MF houses and the already sky high 

valuations of the listed players like HDFC AMC and RNAM, the IPO of UTI AMC is largely expected to 

be a success. However, whether the company will be able to capitalise on this bumper anticipation 

and perform similarly as its listed peers in the future, only time will tell.  

 

 

 

Written By 

Karan Patel  

Smart Sync Services 

A-404, Titanium Heights, Corporate Road,  

Makarba, Ahmedabad - 380015 Gujarat. India. 

Email: karan.p@smartsyncservices.com 

 

If you found this report useful and would like to receive more such investing insights, you can 

subscribe to our newsletter.  

 

You can visit our website (http://smartsyncservices.com) for more information.  

Disclaimer  

This report is for educational and discussion purposes only and is not a recommendation to buy or 

sell stocks. We may or may not have a position in the stocks discussed here. We may also change our 

stance on a particular stock at different points of time depending upon new development. Hence, 

for any investment decision, please contact a certified investment adviser. 

 

 

 

file:///C:/Users/Karan/Downloads/www.smartsyncservices.com
mailto:karan.p@smartsyncservices.com
http://www.smartsyncservices.com/subscribe/
http://smartsyncservices.com/
http://www.smartsyncservices.com/subscribe/

