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Wipro ACCUMULATE

Growth and outlook at top gear

Summary

Wipro's (WPRO) Q4FY21 IT service revenue growth of 3% QoQ in CC was in-line with
our forecast. IT services EBIT margin of 21%, -65bps QoQ was a beat to our forecast.
Consolidated EBIT margin of 20.5%, -75bps QoQ and EPS of Rs5.4, +3.6%/32% QoQ/YoY
was also beat to our forecast.

Q4FY21 saw another quarter of strong large deal TCV of USS$1.4bn (including one deal
with potential of USS$1 bn) following USS$1.2 bn in Q3. Further, along with smaller deals
the total TCV of USS$7.1 bn for H2FY21 saw a 33% YoY growth. Q1FY22 guidance of IT
services revenue growth of +2% to +4% QoQ in CC is a beat to our expectation.

We increase our FY22/23 revenue (USS) by 2.4%/2.9% and EPS by 6.5%/6.2%. We
increase our TP to Rs485 (vs. Rs415 earlier), now based on 22x FY23E (20x earlier) and
upgrade the stock to ACCUMULATE vs. REDUCE earlier.

Key Highlights and Investment Rationale

B Q4FY21 - IT services revenue growth momentum sustains, as expected
IT services revenue grew by 3% QoQ in CC (best growth for Q4 in the last 10 yrs), in-line
with our forecast. iCORE BU (43.2% of revenue) outperformed with a 4.3% QoQ
growth. Amongst verticals, Technology (13.4% of revenue) and Consumer (17% of
revenue) outperformed with a 9.9% and 6.9% QoQ growth respectively. USS75mn+
clients grew by 3 QoQ to 27 and USS100mn+ clients by 1 QoQ to 11. Consolidated
revenue of US$2,212 mn was +4.1%/+3.2% QoQ/YoY. WPRO has guided for Q1FY22
IT services revenue growth of 2% to 4% QoQ in CC (ex-Capco and Ampion).

B Revenue growth helps limit the impact of headwinds on EBIT margin
IT services EBIT margin of 21%, -65bps QoQ, was a beat to our forecast. WPRO was able
to offset part of impact of salary increase (to ~80% of employees) through operational
efficiencies. Consolidated EBIT margin of 20.5%, -75bps, was also a beat.

B Large deal engine maintains steam; WPRO expect it to gather further steam
In Q4FY21, WPRO has secured 12 large deals with TCV of USS$1.4 bn (includes 1 deal
with potential TCV of USS1 bn). These deals include largely net-new TCV. In H2FY21,
WPRO has secured large deals with TCV of US$2.6 bn and including smaller deals the
over-all TCV of US$7.1 bn has grown by 33% YoY. WPRO confirmed that the deal
pipeline remains robust. It has a specialized large-deal team in place and expects the
large-deal engine to gain further steam in the coming quarters.
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Key Stock Data

Bloomberg/Reuters WPRO IN/WIPR.BO

Potential upside / downside  +13% .
. . Sector IT Services
Previous Rating REDUCE
Shares o/s (mn) 5,479
V/s Consensus Market cap. (Rs mn) 23,61,510
EPS (Rs) FY22E FY23E  Market cap. (USS mn) 31,518
IDBI Capital 19.7 22.0 3-mdaily avg Trd value (Rs mn) 2,899.2
Consensus 20.5 22.7  52-week high / low Rs467 / 174
% difference (3.8) (2.9)  Sensex/ Nifty 48,804 / 14,581
Shareholding Pattern (%) Relative to Sensex (%)
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Rel to Sensex 42 (1.2) 704 —— Wipro/Ltd Sensex
Financial snapshot (Rs mn)
Year FY19 FY20 FY21 FY22E FY23E
Revenue 5,85,845 6,10,232 6,19,430 7,13,247 7,74,182
EBITDA 1,16,966 1,22,274 1,47,780 1,63,691 1,81,400
EBITDA Margin (%) 20.0 20.0 23.9 23.0 23.4
Adj. PAT 90,031 97,218 1,07,946 1,08,176 1,20,748
EPS (Rs) 14.9 17.0 19.7 19.7 22.0
EPS Growth (%) 12.4 14.0 15.8 0.2 11.6
PE (x) 28.9 25.3 21.9 21.8 19.6
Dividend Yield (%) 0.2 0.2 0.2 1.9 1.9
EV/EBITDA (x) 19.8 18.0 14.2 12.9 11.1
RoE (%) 17.1 17.3 19.4 18.5 18.4
RoCE (%) 14.8 15.1 18.3 17.5 17.8

Source: Company; IDBI Capital Research
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Exhibit 1: Financial snapshot (Rs mn)
Year-end: March Q4FY21 Q3FY21 QoQ (%) QA4FY20 YoY (%)
Revenues 1,62,454 1,56,700 3.7 1,57,110 3.4
COGS 1,02,810 96,401 6.6 1,08,337 (5.1)
Gross profit 59,644 60,299 (1.1) 48,773 22.3
IT Services revenue grew by 3% QoQ in SG&A 19,368 19,140 1.2 17,976 7.7
CC, in line with our forecast. EBITDA 40,276 41,159 (2.1) 30,797 30.8
Depreciation & amortization 6,995 7,912 (11.6) 5,796 20.7
EBIT 33,281 33,247 0.1 25,001 33.1
Other income 4,211 5,141 (18.1) 4,642 (9.3)
Consolidated EBIT margin declined by - 37,492 38,388 (2.3) 29,643 265
75bps QoQ to 20.5% which was higher
than our forecast. Tax 7,755 8,524 (9.0) 6,205 25.0
Minority interest (16) (197) (91.9) (178) (91.0)
Adjusted net profit 29,721 29,667 0.2 23,260 27.8
Extraordinary items 0 0 n.m. 0 n.m.
Reported net profit 29,721 29,667 0.2 23,260 27.8
Recurring EPS (Rs) 5.4 5.2 3.6 4.1 32.0
As % of net revenue
Gross profit 36.7 38.5 31.0
SG&A 11.9 12.2 11.4
EBITDA 24.8 26.3 19.6
EBIT 20.5 21.2 15.9
Reported net profit 18.3 18.9 14.8
Tax rate 20.7 22.2 20.9

Source: Company; IDBI Capital Research
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Exhibit 2: Actual vs. estimates

Year-end: March Q4FY21 Q4FY21E Variance (%)
IT Services revenue (USSmn) 2,152 2,147 0.3
Revenue (Rs mn) 1,62,454 1,62,130 0.2
EBIT (Rs mn) 33,281 32,550 2.2
EBIT margin (%) 20.5 20.1 41bps
Recurring PAT (Rs mn) 29,721 28,509 4.2
Recurring PAT margin (%) 18.3 17.6 71bps
Recurring EPS (Rs) 5.4 5.0 7.8

Source: Company; IDBI Capital Research

Exhibit 3: Earning Revision

FY22E FY23E
(Yr to Mar) New Old Chg (%) New Old Chg (%)
Total Revenue (USS mn) 9,687 9,457 2.4 10,514 10,222 2.9
Total Revenue (Rs bn) 713.2 696.3 2.4 774.2 752.7 2.9
EBIT margin (%) 17.0 16.8 15bps 17.6 17.5 13bps
EPS (Rs/sh) 19.7 18.5 6.5 22.0 20.8 6.2
Source: Company; IDBI Capital Research
Exhibit 4: Q4FY21 IT services revenue was in-line with our forecast
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Exhibit 5: Large client metrics

Year-end: March Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21 Q4FY21 ‘
US$100M+ 13 13 14 13 11 10 11 13
USS$75M+ 23 23 22 22 24 24 27 23
USS50M+ 41 41 41 39 39 38 40 41
US$20M+ 92 92 96 97 100 97 93 92
USS10M+ 166 165 169 163 166 168 167 166
USS5M+ 259 261 260 258 257 260 257 259
USS$3M+ 340 341 344 348 342 341 349 340
USS1M+ 564 569 572 577 573 567 566 564

Source: Company; IDBI Capital Research

Exhibit 6: Revenue growth across various segments (%)

Parameters % of revenue CC growth (QoQ) CC growth (YoY)

IT revenue growth 3.0 0.5

Global Business Lines

iDEAS 56.8 2.1 (2.6)
iCORE 43.2 4.3 4.8
Geography

Americas 1 29.2 3.5 1.2
Americas 2 29.3 4.0 1.6
Europe 28.4 3.7 2.0
APMEA 13.1 (1.6) (6.3)
Communications 5.0 (0.4) (11.4)
BFSI 30.5 2.7 0.6
Manufacturing 7.9 (1.1) (2.8)
Technology 13.4 9.9 7.1
Health business unit 13.0 (2.9) (1.6)
Consumer business unit 17.0 6.9 2.9
Energy, Natural Resources & Utilities 13.2 2.7 0.1

Source: Company; IDBI Capital Research;
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Exhibit 7: Q4FY21 EBIT margin was a higher our forecast
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Source: Company; IDBI Capital Research

Exhibit 8: Utilization remained stable QoQ
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Exhibit 9: One-year forward PER trend
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Financial Summary

Profit & Loss Account (Rsmn)  Cash Flow Statement (Rs mn)
Year-end: March FY20 FY21E FY22E FY23E Year-end: March FY20 FY21E FY22E FY23E ‘
Net sales 6,10,232 6,19,430 7,13,247 7,74,182 Pre-tax profit 1,22,483 1,38,877 1,39,368 1,55,446
Growth (%) 4.2 1.5 15.1 8.5 Depreciation 17,354 3,874 42,744 45,144
Operating expenses (4,87,958) (4,71,650) (5,49,557) (5,92,782) Tax paid (25,792) (24,196)  (30,661) (34,198)
EBITDA 122,274 1,47,780 163,691 1,81,400 Chg in working capital 8501 23,052 6,225 4,588

0,
Growth (%) 45 20.9 108 10.8 Other operating activities  (74,725)  (19,175)  (15,618)  (9,653)
Depreciation (20,857)  (27,641)  (42,744)  (45,144) .
Cash flow from operations (a) 47,821 1,22,432 1,42,057 1,61,328
EBIT 1,01,417 1,20,139 1,220,947 1,36,256
Capital expenditure (61,253) (12,456) (1,14,991) (20,000)
Interest paid (7,328) (5,088) (5,000) (5,000)
Chg in investments (2,386) (1,290) - -
Other income 28,394 23,826 23,421 24,190
. Other investing activities - - - -
Pre-tax profit 1,22,483 1,38,877 1,39,368 1,55,446
Tax (24,799) (30,345)  (30,661)  (34,198) Cash flow from investing (b) (63,639)  (13,746) (1,14,991) (20,000)
Effective tax rate (%) 20.2 21.9 220 220 Equity raised/(repaid) 101 (95,555) - -
Minority Interest (466.0) (586.0)  (531.0)  (500.0) Debt raised/(repaid) (21,287) 5,152 - -
Net profit 97,218 1,07,946 1,08,176 1,20,748 Dividend (incl. tax) (6,879) (5,479)  (43,832) (43,832)
Exceptional items - - - - Chg in minorities (1,228) (963) - -
Adjusted net profit 97,218 1,07,946 1,08,176 1,20,748 Other financing activities - - - -
Growth (%) 8.0 11.0 0.2 11.6 Cash flow from financing (c)  (29,293) (97,320)  (43,832) (43,832)
Shares o/s (mn nos) 5,714 5,479 5,479 5,479 Net chg in cash (a+b+c) (45,111) 11,366  (16,766) 97,496
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Balance Sheet

Year-end: March FY20
Net fixed assets 2,45,242
Investments 9,302
Other non-curr assets 36,662
Current assets 5,19,851

Inventories 1,865

Sundry Debtors 1,04,474

Cash and Bank 3,34,134

Loans and advances 25,209
Total assets 8,11,057
Shareholders’ funds 5,57,458
Share capital 11,427
Reserves & surplus 5,46,031
Total Debt 78,180
Secured loans 138
Unsecured loans 78,042
Other liabilities 17,564
Curr Liab & prov 1,55,980
Current liabilities 1,43,637
Provisions 12,343
Total liabilities 2,51,724

Total equity & liabilities 8,11,057

Book Value (Rs) 98

Source: Company; IDBI Capital Research

FY21
2,53,824
10,592
42,168
5,23,186
1,064
94,298
3,45,500
27,124

8,29,770

5,53,095
10,958
5,42,137

83,332

83,332
21,875
1,69,970
1,51,970
18,000
2,75,177
8,29,770

101

FY22E
3,26,071
10,592
48,501
5,35,088
1,172
1,09,430
3,28,734
31,266

9,20,251

6,17,439
10,958
6,06,481

83,332

83,332
21,875
1,95,576
1,74,892
20,684
3,00,783
9,20,251

113

(Rs mn)
FY23E
3,00,927
10,592
52,644
6,50,212
1,273
1,18,779
4,26,230
33,937

10,14,376

6,94,355
10,958
6,83,397

83,332

83,332
21,875
2,12,285
1,89,834
22,451
3,17,492
10,14,376

127

Financial Ratio

Year-end: March FY20 FY21  FY22E FY23E‘

Adj. EPS (Rs) 17.0 19.7 19.7 22.0
Adj. EPS growth (%) 14.0 15.8 0.2 11.6
EBITDA margin (%) 20.0 23.9 23.0 23.4
Pre-tax margin (%) 20.1 22.4 19.5 20.1
ROE (%) 17.3 19.4 18.5 18.4
ROCE (%) 15.1 18.3 17.5 17.8

Turnover & Leverage ratios (x)

Asset turnover (x) 0.7 0.8 0.8 0.8
Leverage factor (x) 1.5 1.5 1.5 1.5
Net margin (%) 15.9 17.4 15.2 15.6
Net Debt/Equity (x) (0.5) (0.5) (0.4) (0.5)

Working Capital & Liquidity ratio

Inventory days 1 1 1 1
Receivable days 62 56 56 56
Payable days 58 61 60 61
Valuation
Year-end: March FY20 Fy21 FY22E FY23E ‘
P/E (x) 253 219 21.8 19.6
Price / Book value (x) 4.4 4.3 3.8 3.4
PCE (x) 20.9 17.4 15.6 14.2
EV / Net sales (x) 3.6 3.4 3.0 2.6
EV / EBITDA (x) 18.0 14.2 12.9 11.1
Dividend Yield (%) 0.2 0.2 1.9 1.9
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— | Notes

Dealing (91-22) 6836 1111 dealing@idbicapital.com

Key to Ratings Stocks:
BUY: Absolute return of 15% and above; ACCUMULATE: 5% to 15%; HOLD: Upto +5%; REDUCE: -5% to -15%; SELL: -15% and below.
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Disclaimer

This report has been published by IDBI Capital Markets & Securities Ltd. (hereinafter referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made available to others. No person associated with IDBI Capital is obligated to call or
initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for solely for the selected recipient and may not be altered in any way, transmitted to copied
or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from the public domain or sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. While reasonable care has been taken to
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far
as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Opinions expressed are current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis, the information discussed in this material, IDBI Capital, its directors, employees are under no obligation to update or keep the
information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice.

IDBI Capital, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-
acting on any information/material contained in the report.

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice.

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives,
goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.
Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI Capital, its directors, officers, or employees.

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 IDBI Capital 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 report
may come are required to inform themselves of and to observe such restriction.

E-mail is not a secure method of communication. IDBI Capital cannot accept responsibility for the accuracy or completeness of any e-mail message or any attachment(s).

This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or arrived late. IDBI Capital, its directors or employees or associates accept no liability for any damage caused, directly or indirectly, by this email.
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