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UTI AMC

BUY CMP Rs 623

Result Highlights

v Revenue - Management Fees was at Rs.2.4bn was in line with our estimates.
Management fees were higher by 29% yoy and witnessed a growth of 11% on
sequential basis.

v" Yield on Management fees - The Yield on Management fees was at 0.52%, which
was a improvement of 4bps YoY, against our estimate of 0.53%.

v" Operating Profit -Operating profit came at Rs.1,056mn which was higher than our
estimates of Rs.1,008mn due to lower than expected operating costs and
employee costs.

v" Profits - PAT stood at Rs.1,336mn v/s our estimates of Rs.1,472mn led by
significantly lower other income offset by stronger operating performance and
lower tax rate.

v" Valuations - The stock currently trades at FY23E P/E of 12x.
v" Dividend: The Board of Directors have recommended a dividend of Rs17 per share

Our view: We remain extremely positive on UTI AMC as 1) Industry AUM growth to
be strong double digit, 2) gaining market share in the equity segment, 3) revival in debt
market share, 4) impetus from higher yields in the NPS assets. We have raised estimates
(6% in FY22, 9% in FY23) to factor in better than expected AUM performance in March
2021 and PFRDA earning boost. EBIDTA margins to expand significantly from 36% in
FY20 to 49% in FY23E, while ROE to expand from 10% in FY20 to 18% in FY23E driven
by improved profitability and sustained high dividend payouts (policy of 65%+ payout
ratio). Given the FY20-23E earnings CAGR of 32%, we find FY23E P/E of 12.3x
attractive. Retain BUY with a revised 1-year target price of Rs858 (from Rs786 earlier).

Exhibit 1: Result Table
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Upside 38%

Stock data (as on April 29, 2021)

Q4FY21 (o7:12%0] YoY Q3FY21 QoQ
Revenue 2,356 1,825 29% 2,118 11%
As % of QAUM 0.52% 0.47% 4bps 0.63% -12bps
Fees and Commission 9 8 7% 9 4%
As % of revenues 0.37% 0.45% -8bps 0.40% -3bps
Employee Cost 743 1,102 -33% 1,161 -36%
As % of revenues 31.6% 60.4% 54.8%
Other Expenses 548 360 52% 394 39%
As % of revenues 23.3% 19.7% 353bps 18.6% 467bps
Total Expense 1,301 1,471 -12% 1,563 -17%
Operating Profit 1,056 354 198% 555 90%
As % of QAUM 0.23% 0.09% 14bps 0.17% 6bps
As % of revenues 44.8% 19.4%  2540bps 26.2% 1860bps
Other Income 574 -355 -262% 1,365 -58%
Finance cost 23 29 -21% 23 1%
Depreciation 90 78 15% 95 -5%
Profit before Tax 1,516 -108 -1500% 1,802 -16%
Tax Expense 180 152 18% 399 -55%
Profit After Tax 1,336 -260 -614% 1,402 -5%
As % of QAUM 0.29% -0.07% 36bps 0.42% -13bps
As % of revenues 56.7% -14.3%  7097bps 66.2% -948bps
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Financial Summary
FY22E FY23E FY24E
Net Revenue 11,018 12,959 15,531
YoY Growth 36.6% 17.6% 19.8%
EBIDTA Margin 44.6% 49.3% 54.4%
PAT 5,186 6,402 8,060
YoY Growth 4.9% 23.4% 25.9%
ROE 15.6% 18.1% 21.3%
EPS 40.9 50.5 63.6
P/E 15.2 12.3 9.8
BV 270.8 288.5 307.5
P/BV 2.3 2.2 2.0
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UTI AMC

INSTITUTIONAL EQUITIES

CON-CALL HIGHLIGHTS

AUM and Business Overview

v" Players with stronger stand in B30 cities will be better positioned to grow faster than
industry.

v' Visible gain in Equity and Debt AUM market share.
v" QoQ growth AUM at 10.6% against industry growth of 8%.

v' Captured 6% of Gross Inflows of the industry. Except Liquid, all categories witnessed net
inflows in Q4FY21.

v" Subscription opened for flagship debt schemes have garnered - Rs. 4,730mn in Q2FY21, Rs.
24,360 mn in Q3FY21 and Rs. 4,290m in Q4FY21. Expect to regain the share with strong
distribution capabilities

v’ 48% contribution from Individual AUM as on March 2021.

v" SIP market share stands at 5.03%. SIP inflows grew by 8% for UTI AMC against industry
degrowth of 4%

v" SIP is a focused area and there is a dedicated team for the same. 62% growth in new SIP
registration against 20% growth for the industry.

v" Appointed as fund manager of PFRDA and will be profitable business for the company. Yield
are same as competitor but intentionally decided to charge lesser yield on 15t slab as it will
not have any material profitability impact. All the required resources for Retirement solutions
are in place, may required 1-2 employees but does not envisage any material increase in
expenses.

v" Going forward, if required will pay dividend to the parent from cash in UTI RSL.

Yield

v" Pass of TER reduction generally takes a time lag but overall would not take any impact on
P/L of AMC.

Distribution

v"Increased traction with fintech companies like Cuevra, ETmoney, Paytym, etc and have seen
increase in SIPs from 53,101 in FY20 to 1.40 lac SIPs in FY21. (162% growth) There is Digital
marketing team to manage the fintech tie-ups.

v" Engagement in banking channel was good in FY21. PNB and BoB too witnessed good
traction.

Cost

v" No major increase in other expenses except CSR expense to the tune of Rs. 90mn and other
additional digital initiative expense in Q4FY21.

v Employee expense has 4 main constituents - managerial, non-managerial, fixed and variable
pay.

v ESOP cost in Q4FY21 at Rs35mn v/s Rs. 105mn in Q3FY21.

v" Expensed Rs. 450mn in Q3FY21 on account of Variable pay and the actual cost came at
380mn, therefore Q4FY21 saw a reversal of the differential cost. Also, there was Rs.
1200mn one time hit on non- managerial settlement in Q4FY20.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2



ECURITIES

INSTITUTIONAL EQUITIES

UTI AMC

Recommendation Tracker

v" There will be a down trend in employee cost due to lower esop cost, fix cost not expected
to see any hike and variable pay will depend on the business performance.

v" Cumulative Employee cost saving of Rs. 650 to 750mn in the next 4years. Post that, expect
saving in employee cost of about 10-15% on annual basis. ESOP cost to come down by
170mn in FY22

v No plan for VRS at this particular point of time.
v" Interbranch service fees - Rs. 270mn v/s Rs. 260mn in FYO

v" Managerial Fixed Pay - Rs. 1680mn , Non-managerial Fixed Pay - Rs. 660mn , Variable Pay
- Rs. 380mn

Others

v' Standalone effective tax rate of 23.19% in FY21 v/s 17.8% in FY20 due to deferred tax
reassessment. Console effective tax rate at 18.06% in FY21 and 19.04% in FY20 mainly due
to UTI International and Singapore having some carry forward losses.

v" UTI International is very important subsidiary for the company. Heavily investing in ESG
strategies, next year expected to be a good year.

v" Payout policy is on standalone basis.

700 ~
600 +
500 +

400 +

»
300 1,, P
’

Al

\Y

200 +

100 -
Apr-20 May-20 Jun-20

-
-~
ana l

UTIAMC Reco  ------- Nifty (RHS)

Buy r 16,000

605
Buy - 4 At 15,000

) y o . i
Not Rated I‘—\‘l\‘\ s?iﬁ' N ‘\’-" ‘l “l"\;

‘ 499 - / L 14,000

L 13,000

!/

) S - 12,000

PN e _/

PSR4 N 7

- v L 11,000

r 10,000
r 9,000
r 8,000

- 7,000

Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21  Mar-21 Apr-21

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 3



‘ INSTITUTIONAL EQUITIES

UTI AMC

DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity. No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. This report is not directed or intended for distribution to, or
use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which
would subject YSL and associates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or
may not be eligible for sale in all jurisdictions or to certain category of
investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

DISCLOSURE OF INTEREST

Name of the Research Analyst : Prayesh Jain, Urmila Bohra

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.

Particulars Yes/No

Sr.
No.
Research Analyst or his/her relative’s or YSL’s financial

interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

Research Analyst has served as an officer, director or
employee of the subject company(ies)

YSL has received any compensation from the subject

company in the past twelve months No

YSL has received any compensation for investment
6 banking or merchant banking or brokerage services from No
the subject company in the past twelve months

YSL has received any compensation for products or
services other than investment banking or merchant
banking or brokerage services from the subject company
in the past twelve months

No

YSL has received any compensation or other benefits from
8 the subject company or third party in connection with the No
research report

YSL has managed or co-managed public offering of
9 securities for the subject company in the past twelve No
months

Research Analyst or YSL has been engaged in market

iy making activity for the subject company(ies)

No

Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
services or for any other product or services of whatsoever nature from the
subject company(ies) in the past twelve months or associates of YSL may have
managed or co-managed public offering of securities in the past twelve
months of the subject company(ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.
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