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*In dollar terms, Net Sales in Q4 FY17 stood at $1,955 Mn which was above our estimate of $1,944 Mn, which grew by 2.7% qog(Quarter-over-Quarter)

and 3.9% yoy (Year-over-Year).

*By Geography: Europe has seen the highest growth of 6.2% qoq due to Digital Ecosystem , which is well accepted by the European market. India &
Middle-East grew by 3.7% qoq followed by the U.S by 1.6% qoq. However, almost all the regions have seen a de-growth on yoy basis.

*By Industry: Manufacturing & Hi-Tech and Financial Solution grew by 5% and 4.7% respectively, which are leading over other verticals. Hi-Tech has
seen good recovery due to customers transferring their workload on cloud . However, Global Media & Telecom has seen a de-growth of 4.2% qoq
due to headwinds.
*By Services: Application service and Global Infrastructure Service are leading over other services, which grew by 5.7% qoq and 2.4% qoq respectively
followed by Product Engineering and Wipro Analytics with the same rate of 1.3% qoq.

Shares outs (Mn) 2432
EquityCap (INR Mn) 4864.8 Net Sales 469,545 512,440 550,402 576,352 622,305
Mkt Cap (INR Mn) 1202934 EBITDA 108,246 109,844 112,900 130,318 140,028
PAT 86,528 88,922 80,813 88,794 96,918
52 Wk H/L (INR) 577/410 EPS 35.1 36.0 32.7 36.01 39.30
Volume Avg (3m K) 1759.58 OPM 20.3% 18.9% 16.3% 16.8% 17.1%
Face Value (INR) 5 NPM 18.4% 17.4% 14.7% 15.4% 15.6%
Source: Company, KRChoksey Research
Bloomberg Code WPRO IN Growth will continue from Q2 FY18 onwards
The growth for Q1 FY18 would remain stagnant due to project completions in the previous
quarter, and it will continue its momentum from Q2 FY18 onwards, as few projects are still in
pipeline. The company has opened multi-client delivery centers in the US and the UK region,
which would help in carrying out business operations and reduce costs. The company is expecting
a revenue growth of -2% to 0% for the next quarter, as BFSI segment would continue to remain
10 sluggish that accounts for third largest source of revenue.
EBIT analysis, and revenue guidance for Q2 FY18
EBIT margin stood at 17.2% for 4Q FY17 compared to 16.4% in the same period last year, a decline of
90 70 basis points (bps). The decline in margin came due to restructuring activities that the company
carried out in the previous quarter. The company has divested EcoEnergy business from its
ecosystem, and introduced Appirio to diversify into cloud segment. Although selling of EcoEnergy
70 | ' ' ' i had generated $70 million, but it wasn’t enough to offset the operating expenses incurred from
© © © ~ ~ integrating its Appirio cloud unit.
a E{ g & E. The company has given a revenue guidance of $1915 mn to $1955 mn for Q1 FY17. The guidance is a
< - little pessimistic due to ForEx, and pricing pressure.

Sensex ——— Wipro Key Concall Highlights: (i) HLS and Communication business would see a decline, as projects are
getting over. (ii) Pricing pressure on legacy business would have an impact on margin, however, it
will get smoothened due to cloud implementation and automation. (iii) Deployment of Holmes
(Artificial Intelligence unit) is picking up, as the cloud capacity is expanding. (iv) Client mining and
digital transformation are gaining traction.

Valuation and view
SENSEX 30133 Wipro had been under performing for last several quarters, but for this quarters it has come up
with the good results, which have outperformed our estimations. Going foreword, we are
NIFTY 9352 expecting the company would deliver better performance, as it has completed the restructuring
activities for India and Middle-East. As far as Obama Care is concerned that is yet to make its
impact on IT industry , we would re-rate the stock once the dust settles down. As of now, We have
given the “ACCUMULATE” rating on the stock and as we assign multiple of 13x to its FY19E EPS of
INR. 39.3 to arrive at a price target of INR 531.
Particulars Mar 17 Dec 16 Sep16
Promoters 73.25 73.25 73.25
Flls 10.2 9.75 10.51
Dlls 5.77 5.88 4.99
Others 10.78 112 1.25 Revenue CAGR between FY 18  PAT CAGR between FY 18 and
and FY 20E FY 20E
Total 100 100 100
ANALYST 91-22-6696 5555 [ 91-22-6691 9569
Mayank Babla, 91-22-6696 5572 is also available on Bloomberg KRCS<GO>
Pritesh Thakkar, 91-22-6696 5502 Thomson Reuters, Factset and Capital IQ
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Q4FY17 Result Snapshot

Exhibit 1: Quarterly Income Statement

Particulars (INR Mn) ® QoQ Q4 R Q4, FY17  Deviation
FY17 change % FY16 change %  Estimate %

Net Sales ($ Mn) 1,955 1,903 2.7% 1,882 3.9% 1,944 0.5%

Net Sales (INR Mn) 143,957 136,878 5.2% 136,324 5.6% 136,234 5.7%

Cost of sales 100,771 96,576 4.3% 95,843 5.1% 96,526 4.4%

Gross profit 43,186 40,302 7.2% 40,481 6.7% 39,708 8.8%

Operating expenses:

Selling and marketing expenses 11,836 9,226 28.3% 8,983 31.8% 9,400

General and administrative expenses 7,267 8,610 -15.6% 7,755 -6.3% 8,855

Foreign exchange (gains)/losses, net -745 -767 -2.9% -1,093 -31.8% -767

Total operating expenses 18,358 17,069 7.6% 15,645 17.3% 17,488 5.0%

Operating Profit 24,828 23,233 6.9% 24,836 0.0% 22,220 11.7%

Depriciation 8,181 5,410 4,304 6,243

EBITDA 33,009 28,643 15.2% 29,140 13.3% 28,463 16.0%

Interest Paid 1,053 1,366 -22.9% 1,284 -18.0% 1,428

Non-operating Income 5,636 5,719 -1.5% 5,617 0.3% 5,884

Profit Before Tax 29,411 27,586 6.6% 29,169 0.8% 26,676 10.3%

Less: Total Tax 6,742 6,440 4.7% 6,626 1.8% 6,228

Non-controlling interest 58 52 11.5% 193 -69.9% 133

PAT 22,611 21,094 7.2% 22,350 1.2% 20,315 11.3%

Diluted EPS (INR) 9.2 8.7 5.5% 9.1 1.2% 8.4 9.3%

Diluted Shares Outstanding (mn) 2,463 2,424 2,463 2,417

Margin Analysis(%)

Operating Profit Margin 17.2% 17.0% 27 18.2% -97 16.3% 94

PBT Margin 20.4% 20.2% 28 21.4% -97 19.6% 85

NPM 15.7% 15.4% 30 16.4% -69 14.9% 79

Effective Tax Rate(%) 23.3%

Cost Analysis % T i T

Cost of sales / Total Sales 70.0% 70.6% -56 70.3% -30 70.9% -85

Selling and marketing expenses/Total Sales 8.2% 6.7% 148 6.6% 163 6.9% 132

Source: Company, KRChoksey Research

*Operating profit margin saw a decline of 97 basis points yoy from 18.2% in Q4 FY16 and 17.2% Q4 FY17.
*Cost margin declined from 70.3% in Q4 FY16 to 70% Q4 FY17, a decline of 30 basis points despite the increase in revenues. which is

a good indictor.

*Effective tax rate declined by 42 basis points qoqg.
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Exhibit 2: Q4 FY17 Geography QoQ Growth (%)

Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Geography

FY15 FY16 FY16 FY16 FY16 FY17 FY17 FY17 FY17
uUs -0.6% 2.7% 3.1% 0.0% 1.8% 4.5% 1.7% 0.6% 1.6%
Europe -5.8% -1.6% 0.5% -1.2% 5.7% 1.8% -6.2% -2.4% 6.2%
RowW 3.5% 0.6% 1.6% 3.1% 0.1% -1.2% -0.3% -2.1% 2.7%
India & Middle East Business 10.2% 0.2% 2.1% 4.1% 2.4% -3.0% -0.8% -4.5% 3.7%
Other Emerging Markets -2.0% 1.1% 1.2% 2.1% -2.1% 0.7% 0.2% 0.2% 1.8%

Source: Company, KRChoksey Research

Europe led the growth pack with a 6.2% qoq growth driven by Digital offering accepted well and strong deal wins. India & Middle-
East Business’ restructuring activities have completed, and it will start picking up from the next quarter onwards. However, US
and other emerging markets have seen a meager growth of 1.6% and 1.8%.

Exhibit 3: Q4 FY17 Vertical QoQ Growth (%)

Verticals Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

FY15 FY16 FY16 FY16 FY16 FY17 FY17 FY17 FY17
Global Media & Telecom -3.3% -1.1% 3.7% 0.3% 0.1% -40.5% -2.1% -2.0% -4.2%
Finance Solutions 1.9% 2.2% 1.7% -1.5% -0.7% 3.4% -1.1% -0.7% 4.7%
Manufacturing & Hitech -1.2% 2.8% 2.7% -1.3% 4.6% 22.8% -1.2% -1.1% 5.0%
2::\:::::"&’ Life Sciences & -1.2% -3.2% 3.9% 5.6% 13.5% 18.0% 3.8% -0.7% 0.2%
Consumer 1.6% 4.6% 2.8% 3.7% 1.1% 5.3% -1.4% -0.1% 2.7%
Energy & Utilities -6.6% -0.9% -1.3% -1.7% -0.5% -3.3% -3.0% 0.1% 3.5%

Source: Company, KRChoksey Research

Manufacturing and Hitech increased by 5% followed by Finance Solutions and Energy Utilities of 4.7% and 3.5%. However, Global
Media & Telecom fell by 4.2%.

Exhibit 4: Q4 FY17 Service Lines QoQ Growth (%)

- Q4 Qi Q2 Q3 Q4 Qi Q2 Q3 Q4
FY15 FY16 FY16 FY16 FY16 FY17 FY17 FY17 FY17

g"e‘:\t/’ii'e':fras'"“c"”re -0.5% 1.5% 2.1% 0.7% 5.3% 1.0% 0.3% 11% 2.4%
Wipro Analytics 0.2% 6.8% 2.1% -1.0% -0.4% 5.4% -2.1% -4.8% 1.3%
Business Process Services -2.2% 0.0% 7.6% 0.3% 10.7% 24.9% 3.1% -1.4% -5.0%
Product Engineering 5.8% 2.4% 4.8% 1.6% 2.4% -8.9% 2.0% -2.1% 1.3%
Application Services -2.6% 0.1% 0.6% 0.1% -0.7% 1.2% 2.7% 0.7% 5.7%

Source: Company, KRChoksey Research

Application Services and Global Infrastructure Services rose by 5.7% and 2.4% respectively. However, Business process Services saw
a decline of 5.0%, and it is expected to gain its momentum from the Q2 FY18 onwards.

ANALYST KRChoksey Research 91-22-6696 5555 [ 91-22-6691 9569
Mayank Babla, mayank.babla@krchoksey.com, 91-22-6696 5572 is also available on Bloomberg KRCS<GO> www.krchoksey.com
Pritesh Thakkar, pritesh.thakkar@krchoksey.com, 91-22-6696 5502 Thomson Reuters, Factset and Capital IQ
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Exhibit 5: Q4 FY17 Profit & Loss Statement

INR Mn FY15 FY16 FY17 FY18E FY19E
Total Revenue 469,545 512,440 550,402 576,352 622,305
Personnel 321,283 356,724 391,544 407,240 438,407
Selling, General & Adminsistrative Expenses 56,476 62,562 72,838 75,387 80,464
Foreign exchange (gains)/losses, net (3,637) (3,867) (3,777) (2,980) (2,980)
Total Operating Expenditure 374,122 415,419 460,605 479,647 515,891
EBIDTA 108,246 109,844 112,900 130,318 140,028
EBITDA Growth % 7.8% 1.5% 2.8% 15.4% 7.5%
Less: Depreciation 12,823 12,823 23,103 33,614 33,614
EBIT 95,423 97,021 89,797 96,705 106,414
EBIT Growth % 6.8% 1.7% -7.4% 7.7% 10.0%
Interest Paid 3,599 5,582 5,183 3,044 3,733
Non-operating Income 19,859 23,280 21,660 22,410 24,010
Profit Before tax 111,683 114,719 106,274 116,070 126,691
Tax 24,624 25,305 25,213 26,696 29,139
Minority Interest 531 492 248 580 633
Share in earnings of affiliates 0 0 0 0 0
Net Profit 86,528 88,922 80,813 88,794 96,918
Net Profit Excl. extra-ordinaries 86,528 88,922 80,813 88,794 96,918

Source: Company, KRChoksey Research
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Exhibit 6: Q4 FY17 Balance Sheet
INR Mn FY15 FY16 FY17 FY18E FY19E
Liabilities
Equity Capital 4,937 4,941 4,945 4,943 4,943
Reserves & Surplus 403,045 461,137 523,179 593,210 671,367
Equity 407,982 466,078 528,124 598,153 676,310
Net Worth 407,982 466,078 528,124 598,153 676,310
Minority Interest 1,646 2,224 1,459 1,609 1,756
Total Loans 78,913 125,221 115,221 105,221 95,221
Capital Employed 491,781 598,631 649,912 710,091 778,395
Assets
Gross Block 121,322 144,068 156,068 168,068 180,068
Less: Depreciation 72,587 85,327 108,430 142,044 175,657
Net Block 48,735 58,741 47,638 26,024 4,411
Capital WIP 5,471 6,211 6,211 6,211 6,211
Investments 53,908 132,944 132,944 132,944 132,944
Intangible Assets 76,009 117,832 117,832 117,832 17,832
Others - A 12,145 12,011 12,011 12,011 12,011
Current Assets
Inventories 4,849 5,390 5,504 5,764 6,223
Sundry Debtors 91,531 102,380 111,588 116,849 126,166
Cash and Bank Balance 165,561 102,269 144,422 241,271 317,554
Loans and Advances 114,276 155,941 166,052 149,851 161,799
Total Current Assets 402,074 391,688 455,198 542,668 642,982
Less:Current Liabilities & Provisions
Sundry Creditors 58,745 68,187 70,800 73,638 79,274
Provisions 33,626 37,057 36,811 38,976 42,543
Other Current Liabilities 14,190 15,552 14,310 14,985 16,180
Total Current Liabilities & Provisions 106,561 120,796 121,921 127,599 137,996
Source: Company, KRChoksey Research
ANALYST KRChoksey Research 91-22-6696 5555 [ 91-22-6691 9569
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Exhibit 7: Q4 FY17 Ratio Analysis
INR Mn FY15 FY16 FY17 FY18E FY19E
EBITDA Margin(%) 23.1% 21.4% 20.5% 22.6% 22.5%
Tax/PBT(%) 22.0% 22.1% 23.7% 23.0% 23.0%
Net Profit Margin(%) 18.4% 17.4% 14.7% 15.4% 15.6%
ROE(%) 22.2% 19.6% 16.0% 15.5% 15.0%
RoCE(%) 19.4% 16.6% 13.4% 13.2% 13.2%
Current Ratio(x) 3.8x 3.2X 3.7X 4.3X 4.7X
Dividend Payout(%) 34.1% 39.9% 23.2% 21.1% 19.4%
Book Value Per Share(Rs.) 165.6 188.9 213.9 242.6 274.3
Financial Leverage Ratios
Debt/Equity(x) 0.2X 0.3X 0.2X 0.2x 0.1X
Growth Indicators?%
Growth in Gross Block(%) 6.9% 18.7% 8.3% 7.7% 7.1%
Sales Growth(%) 8.1% 9.1% 7.4% 4.7% 8.0%
EBITDA Growth(%) 7.8% 1.5% 2.8% 15.4% 7.5%
Net Profit Growth(%) 11.0% 2.8% (9.1%) 9.9% 9.1%
Diluted EPS Growth(%) 10.90% 2.59% -9.20% 10.03% 9.15%
Turnover Ratios
Debtors (Days of net sales) 71 73 74 74 74

Source: Company, KRChoksey Research

Exhibit 8: Q4 FY17 Free Cash Flow Analysis

INR Mn FY15 FY16 FY17 FY18E FY19E
EBITDA 95,423 97,021 89,797 96,705 106,414
Less: Adjusted Taxes 21,039 21,401 21,304 22,242 24,475
NOPLAT 74,384 75,620 68,493 74,463 81,939
Plus: Depreciation 12,823 12,823 23,103 33,614 33,614
Less: Increase in Working Capital 87,207 88,443 91,596 108,076 115,552
Operating Cash flow 10,657 3,928 7,801 2,339 (8,646)
Less: Net Capex 76,551 84,515 83,795 105,738 124,198
Less: Increase in Net Other Assets 15,580 23,569 12,000 12,000 12,000
Total FCF 38,234 74,844 13,954 (17,025) 10,606

Source: Company, KRChoksey Research
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26-Apr-17 494 531 ACCUMULATE Buy More than 15%
27-Jan-16 473 495 HOLD Accumulate 5% —15%
19-Oct-16 499 522 HOLD Hold 0-5%

Reduce -5%—0

Sell Less than - 5%
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