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Challenges persist

We maintain SELL on WIPRO, post weak 1QFY20 and tepid
guidance for 2Q. Wipro’s revenue growth remains the
lowest in tier-1 IT. In view of growth challenges, peaking
margins and taxation on buyback we further cut our
target multiple. Our TP of Rs 220 is based on 12x (vs. 14x
earlier) Jun-21E EPS.

HIGHLIGHTS OF THE QUARTER

®  Revenue (USD 2,039mn, -1.8/2.5 QoQ/YoY) missed
estimates. BFSI (32% of mix) slowed down (-0.6% CC
QoQ vs +2.1% 4-qtr CQGR) due to softness and delays
in decision making (capital markets and large European
banks).

®  Revenue guidance of 0% to +2% CC growth in 2QFY20E
is below expectation. It builds in slowdown in BFSI,
delays in client decision making and completion of
some large engagements. We sense growth challenges
for Wipro will persist, led by client specific issues,
weakness in _consumer, manufacturing, HPS and
continued legacy drag.

®  Digital growth was healthy at 5.6% QoQ, but the
pressure on legacy business (-5.7% QoQ decline) is
higher vs peers (TCS/INFY -0.1/-0.6% QoQ). Wipro has
significantly lagged Tier-1 IT on revenue growth for
more than five years now.

Financial Summary

RESULTS REVIEW 1QFY20 | 18 JULY 2019

® T services EBIT margin at 18.5% (-77bps QoQ) was
impacted by wage hike (one month), currency and visa
cost. Ind AS 116 impact was minuscule (~0.1%). Margin
challenges are likely considering wage hikes, tight
labour market, localisation cost and peaking utilisation
rate (85% ex-trainees).

STANCE: Growth concerns elevate, guidance weak

Wipro is struggling to grow (+2.9% YoY in FY19) whereas
larger peers are clocking double digit growth rate. BFSI,
which was the key revenue driver for Wipro is witnessing
slowdown. Issues such as (1) Completion of large projects
(Consumer), (2) Delay in decision making (BFSI,
Manufacturing) and (3) Deferral in ramp-up of large
projects is impacting growth. The soft guidance for
2QFY20 indicates that the lag is entrenched. Margin
expansion is difficult and the buyback trade is over. Wipro
has underperformed in last 3M (-8% vs NIFTY IT -3%) and
the trend will continue unless growth revives.

We expect USD revenue growth of 3.0/5.4% and IT
services EBIT% at 18.1/18.3% for FY20/21E. Wipro trades
at 14.7x FY21E EPS (in-line with Tier-1 median), which is
rich considering its growth profile. Our SELL stance is
driven by the weakness in core growth metrics and
execution challenges. Risk to our thesis include improved
US/Europe macro and INR depreciation.

YE March (Rs bn) 1QFY20 1QFY19  YoY(%) 4QFY19 QoQ (%) FY18 FY19 FY20E FY21E FY22E
Net Revenues 147.16  139.78 53  150.06 (1.9)  544.87  585.85| 599.72  629.20  666.11
EBIT 23.82 20.01 19.0 25.46 (6.4) 82.81 92.62 98.80  107.14  120.53
APAT 23.87 19.23 24.1 23.63 1.0 82.57 90.86 9461 10073  111.40
Diluted EPS (Rs) 4.2 3.4 24.1 4.1 1.0 14.5 15.9 16.6 17.7 19.5
P/E (x) 17.9 16.3 15.6 14.7 13.3
EV / EBITDA () 12.7 10.7 10.2 8.7 7.1
RoE (%) 16.5 17.3 16.9 16.9 16.0

Source: Company, HDFC sec Inst Research # Consolidated

Wipro

SELL
INDUSTRY IT
CMP (as on 17 Jul 2019) Rs 260
Target Price Rs 220
Nifty 11,688
Sensex 39,216
KEY STOCK DATA
Bloomberg WPRO IN
No. of Shares (mn) 6,035
MCap (Rs bn) / (S mn) 1,567/22,749
6m avg traded value (Rs mn) 2,290
STOCK PERFORMANCE (%)
52 Week high / low Rs 302/198

3M 6M  12M
Absolute (%) (7.6) 3.2 21.9

Relative (%) (7.4) (4.6) 14.5
SHAREHOLDING PATTERN (%)

Mar-19  June-19
Promoters 74.29 73.45
Fls & Local MFs 6.47 6.49
FPIs 8.62 8.94
Public & Others 10.62 11.12
Pledged Shares 0.00 0.00
Source : BSE

Amit Chandra
amit.chandra@hdfcsec.com
+91-22-6171-7345

Apurva Prasad
apurva.prasad@hdfcsec.com
+91-22-6171-7327

Akshay Ramnani
akshay.ramnani@hdfcsec.com
+91-22-6171-7334

HDFC securities Institutional Research is also available on Bloomberg HSLB <GO>& Thomson Reuters



[- | WIPRO: RESULTS REVIEW 1QFY20

INSTITUTIONAL RESEARCH

QoQ USD Revenue Growth YoY USD Revenue Growth

(%, QoQ) (%, YoY)
; E~
4 - o o

IT services (excluding ISRE 3 . X
business) grew -1.8/+2.5% 3 3«
QoQ/YoY, adjusting for 3 -
impact of divested business ! S
growth was -1.3/4.3% s
QOQ/YOY (1) - I
=
— n —
4 0 =
(3) - = 0
2 % 3 =z 3 o9 3 g g = 3 2 ¥ 2 2 2 2 g
S £ & = & & & & ¢ T £ ¥ £ = £ T £ =
§ ¢ ¢ 9 8 g g g g § 8 ¢ g & ¢ g g g
— o [20] < i o~ m < i i o [22] < i o~ m < —
Growth guidance of 0-2%CC Source: Company, HDFC sec Inst Research Source: Company, HDFC sec Inst Research
for 2QFY20 is lower than
expectations and reflects IT Services EBIT Margin Trend (Adjusted) Revenue/Employee Trend
ongoing growth challenges in
going g 9 (%) (USD'000)
BFSI and consumer verticals ¥
<

19.8

20 - 46

44

IT Services EBIT margin
dipped to 18.5% after a sharp

16 - 42

recovery from 1QFY19
14 T T T T T T T T 1 40
o] o0 o0 (o] )] )] [e)] )] o
g 3 2 & 2 2 2 2 8 S
> > > > > > > > > [ o [ w [N [ [ [ .
g g g g g g g g g =1 N ) < = N ) < =
Source: Company, HDFC sec Inst Research Source: Company, HDFC sec Inst Research

Page | 2



[- WIPRO: RESULTS REVIEW 1QFY20

INSTITUTIONAL RESEARCH

QoQ CC Revenue Growth Trend For Top-3 IT YoY CC Revenue Growth Trend For Top-3 IT
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Revenue came at USD 2.04bn
-0.7/+5.9% QoQ/YoY in CC
terms

Consolidated EBIT margin was
down 78bps QoQ to 16.2%
largely impacted by revenue
decline

IT services EBIT margin was
18.5% down 77bps QoQ
impacted by lower margins in
Communications and Energy
verticals

WIPRO: RESULTS REVIEW 1QFY20

Quarterly Consolidated Financials Snapshot

YE March (Rs bn) 1QFY20 1QFY19 YoY (%) 4QFY19 QoQ (%)
‘IT Services Revenues (USD bn) 2.04 1.99 2.5 2.08 -1.8‘
Total Revenues 147.16 139.78 5.3 150.06 -1.9
Operating Expenses 118.39 115.43 2.6 119.01 -0.5
EBITDA 28.77 24.34 18.2 31.05 -7.3
Depreciation 4.96 4.34 14.2 5.60 -11.4
‘ EBIT 23.82 20.01 19.0 25.46 -6.4
Other Income 7.63 7.67 -0.6 8.76 -12.9
Interest costs 1.58 1.65 -3.9 2.53 -37.4
Forex gain/(loss) 0.86 0.77 11.3 0.32 171.5
PBT 30.72 26.80 14.6 32.00 -4.0
Minority Interest 0.15 (0.27) NM 0.10 41.3
Tax 6.70 5.87 14.2 7.06 -5.2
RPAT 23.87 21.21 12.6 24.83 -3.9
E/o (adj for tax) 0.00 1.98 NM 1.20 NM
APAT 23.87 19.23 24.1 23.63 1.0
Source: Company, HDFC sec Inst Research

Margin Analysis

MARGIN ANALYSIS 1QFY20 1QFY19 YoY (bps) 4QFY19 QoQ (bps)
Operating Expenses % Net Revenues 80.4 82.6 (214) 79.3 114
EBITDA Margin (%) 19.6 17.4 214 20.7 (114)
|EBIT Margin (%) 16.2 14.3 187 17.0 (78)|
IT Services EBIT Margin (%) 21.8 21.9 (8) 22.1 (27)
Tax Rate (%) 16.2 15.2 105 16.5 (33)
APAT Margin (%) 80.4 82.6 (214) 79.3 114

Source: Company, HDFC sec Inst Research
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Wipro was gaining market
share in BFSI for the past two
years but BFSI has started
slowing down, challenges in
BFSI include Capital markets
and European Banking
segment

Communications and
Healthcare verticals witnessed
stability, growth recovered on
a YoY basis

ENU vertical witnessed de-
growth for two consecutive
qtrs impacted by delayed
decision making

Manufacturing de-grew 3.0%
QoQ impacted by European
Manufacturing (Autos)

Vertical Revenue Break-up (IT Services ex ISRE)

WIPRO: RESULTS REVIEW 1QFY20

Verticals 1Q 2Q 3Q 4Q FY18 1Q 2Q 3Q 4Q FY19 1Q
(USD mn) FY18  FY18  FY18  FYi8 FY19  FY19  FY19  FY19 FY20
BFSI 514 544 558 579 2,195 593 613 643 654 2509 644
QoQ % NA| 57% 2.7%  3.8% 23%  34%  4.8%  1.7% C1.5%]>
Yoy % NA NA NA NA NA  152% 12.7% 15.1% 12.8% 14.3%  8.7%
% of Rev 266%  27.6% 283% 28.7% 27.8% 29.8% 30.5% 31.4% 31.5% 30.9% 31.6%
Communications 133 130 128 119 513 113 117 119 118 463 120
QoQ % NA  -2.6% -14% -7.1% -4.8%  28%  1.8% -0.3% 1.7%
YoY % NA NA NA NA NA| -15.0% -10.3% -74% -0.7% -9.8%  6.1%
% of Rev 69%  66% 65% 59% 65% 57% 58% 58% 57% 57%  5.9%
Consumer 290 297 298 303 1,184 304 315 319 336 1275 318
QoQ % NA  2.6%  02%  17% 0.5%  3.7%  12%  5.3% -5.4%
YoY % NA NA NA NA NA  4.9%  61%  7.2% 11.0%  7.7%  4.5%
% of Rev 15.0%  15.1% 151% 15.0% 150% 153% 157% 156% 16.2% 157% 15.6%
ENU 261 266 251 256 1,034 253 257 266 266 1,039 261
QoQ % NA  19% -58%  2.3% -1.5%  18%  3.4%| -01% -1.8%
YoY % NA NA NA NA NA  -3.2% -33%  62%  3.6% 05%  3.3%
% of Rev 135%  135% 12.7% 12.7% 13.1% 12.7% 12.8% 13.0% 12.8% 12.8% 12.8%
Healthcare 292 276 282 287 1,137 270 261 268 274 1072 269
QoQ % NA  -55%  23%  1.6% -5.7%  -3.4%  2.6%  2.2% -1.8%
YoY % NA NA NA NA NA| -7.4% -53% -50% -44% -57% -0.5%)
% of Rev 15.1%  14.0% 143% 142% 14.4% 13.6% 13.0% 13.1% 13.2% 132% 13.2%
Manufacturing 176 175 174 180 703 167 167 166 166 666 161
QoQ % NA  -04% -1.0%  3.5% -7.0%  -02% -0.6%  0.2%

YoY % NA NA NA NA NA  -50% -49% -4.5% -7.6% -52% -3.6%
% of Rev 9.1%  89% 88% 89% 89% 84% 83% 81%  80%  82%  7.9%
Technology 267 282 282 295 1,129 288 279 266 262 1,096 265
QoQ % NA  56%  02%  4.5% -2.2%  -31%  -4.8%  -1.7% 1.4%
YoY % NA NA NA NA NA  81% -0.8% -57% -11.3% -2.9% -8.1%
% of Rev 13.8%  143% 143% 146% 143% 145% 13.9% 13.0% 12.6% 135% 13.0%
Total Revenue (IT Services) 1,933 1,970 1,973 2,019 7,895 1,989 2,010 2,047 2,076 8120 2,039
QoQ % NA  19%  02%  2.3% -1.5%  1.0%  1.8%  1.4% -1.8%
YoV % NA NA NA NA NA  2.9%  2.0% 3.7% 2.8%  29%  2.5%

Source: Company, HDFC sec Inst Research
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Industrial & Engineering
Services at 3.7% QoQ was
strong for the second
consecutive quarter

Softness was present across
service lines with Data,
Analytics & Al and Digital
Operations & Platforms down
4.4% and 3.1% respectively

WIPRO: RESULTS REVIEW 1QFY20

Service Line Break-Up (IT Services ex ISRE)

Services Mix (USD 1Q 2Q 3Q Qo 1Q 2Q 3Q s o 1Q
mn) FY18  FY18  FY18  FY18 FY19  FY19  FY19  FY19 FY20
Digital Operations 238 244 255 250 987 247 259 301 309 1,112 300
and Platforms

QoQ % NA  27% @ 42%  -1.6% 1.5%  51%  161%  2.8%
YoY % NA NA NA NA NA  3.7%  61% 182%  23.5% 12.7% 21.5%

% of Rev 123%  12.4%  12.9%  12.4% 12.5%  12.4% 12.9% 14.7% 14.9% 13.7% 14.7%
Cloud and 526 536 539 557 2,155 523 514 512 523 2,071 524
Infrastructure

QoQ % NA  1.9%  05%  3.5% -6.1%  -1.6% -05%  2.2%
YoY % NA NA NA NA NA  -0.5% -40% -50% -6.1%  -3.9%  02%

% of Rev 272%  272%  273%  27.6% 27.3%  263%  25.6%  250%  252%  255%  25.7%
Data, Analytics and Al 141 142 140 143 568 143 157 156 158 617 151
QoQ % NA  05% -12% @ 2.3% 01%  95%  -0.8%  1.4%
YoY % NA NA NA NA NA  15% 10.5% 11.0% 10.0%  86%  54%

% of Rev 73%  72%  7.1%  7.1%  72%  72%  7.8%  7.6%  7.6%  7.6%  7.4%
s“?;:\:i;: Application 891 908 902 919 3,616 929 930 933 936 3,727 909
QoQ % NA  1.9% -0.7%  1.9% 1.1%  02%  03%  0.3%
YoY % NA NA NA NA NA  42%  2.5%  35%  19%  31% -2.1%

% of Rev 46.1%  46.1% 457% 455% 45.8%  46.7%  46.3%  45.6%  451%  459%  44.6%
Industrial & 137 140 138 149 568 147 149 145 149 593 155
Engineering Services

QoQ % NA 1.9%  -12%  82% 1.5%  1.0%  -2.3%| 2.8% 3.7%
YoY % NA NA NA NA NA  7.2%  63%  52%  00%  43%  53%

% of Rev 71%  7.1%  7.0%  7.4%  72%  7.4%  7.4%  71%  72%  73%  7.6%
Total Revenue (IT 1,933 1,970 1,973 2,019 7,895 1,989 2,010 2,047 2,076 8120 2,039
Services)

QoQ % NA 19%  02%  2.3% 1.5%  1.0%  1.8%  1.4% -1.8%
YoY % NA NA NA NA NA  2.9%  2.0%  3.7%  2.8%  2.9%  2.5%

Source: Company, HDFC sec Inst Research
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America’s growth cooled
down dfter four consecutive
quarters of growth

Europe has been soft for
Wipro for the past 5-qtrs,
European Banking and
Manufacturing verticals are
facing challenges

Wipro has been able to
increase share of offshore in
the revenue which has partly
contributed to the margin
expansion

WIPRO: RESULTS REVIEW 1QFY20

Geographic Revenue Break-up (IT Services ex ISRE)

Geography Mix 1Q 2Q 3Q 4Q FY18 1Q 2Q 3Q 4Q FY19 1Q
(USD mn) FY18 FY18 FY18 FY18 FY19 FY19 FY19 FY19 FY20
us 1,075 1,079 1,067 1,086 4,311 1,114 1,127 1,169 1,208 4,612 1,197
QoQ % NA 04%  -1.1%  1.8% | 25%  12%  37%  3.4% -0.9%|
YoY % NA NA NA NA NA 3.6% 4.4% 9.5% 11.2% 7.0% 7.5%
% of Rev 55.6% 54.8% 54.1% 53.8% 54.6% 56.0% 56.1% 57.1% 58.2% 56.8% 58.7%
Europe 478 504 523 555 2,061 519 516 522 511 2,071 502
QoQ % NA 5.6% 3.7% 6.2% -6.5% -0.5% 1.0% -2.2% -1.8%
YoY % NA NA NA NA NA 8.7% 2.4% -0.2% -8.0% 0.5% -3.4%
% of Rev 24.7% 25.6% 26.5% 27.5% 26.1% 26.1% 25.7% 25.5% 24.6% 25.5% 24.6%
Row 381 386 383 378 1,524 356 366 356 357 1,437 340
QoQ % NA 1.4% -0.9% -1.4% -5.7% 2.7% -2.6% 0.3% -4.6%
YoY % NA NA NA NA NA -6.5% -5.3% -7.0% -5.5% -5.7% -4.4%
% of Rev 19.7% 19.6% 19.4% 18.7% 19.3% 17.9% 18.2% 17.4% 17.2% 17.7% 16.7%
Tota! Revenue (IT 1,933 1,970 1,973 2,019 7,895 1,989 2,010 2,047 2,076 8,120 2,039
Services)

QoQ % NA 1.9% 0.2% 2.3% -1.5% 1.0% 1.8% 1.4% -1.8%
YoY % NA NA NA NA NA 2.9% 2.0% 3.7% 2.8% 2.9% 2.5%
Source: Company, HDFC sec Inst Research

Onsite-offshore Split (IT Services ex ISRE)

Onsite Offshore Revenue 1Q 2Q 3Q 4Q FY18 1Q 2Q 3Q 4Q Y19 1Q
(USD mn) FY18 FY18 FY18 FY18 FY19 FY19 FY19 FY19 FY20
Onsite 1,036 1,048 1,056 1,064 4,200 1,052 1,061 1,068 1,069 4,247 1,066
QoQ % NA 1.1% 0.7% 0.8% -1.1% 0.8% 0.7% 0.1% -0.2%
YoY % NA NA NA NA NA 1.5% 1.3% 1.2% 0.5% 1.1% 1.4%
% of Rev 53.6% 53.2% 53.5% 52.7% 53.2% 529% 52.8% 52.2% 51.5% 523% 52.3%
Offshore 897 922 917 955 3,695 937 948 978 1,007 3,873 973
QoQ % NA 2.8% -0.5% 4.1% -1.9% 1.3% 3.1% 2.9% -3.4%
YoY % NA NA NA NA NA 4.4% 2.9% 6.6% 5.4% 4.8% 3.8%
% of Rev | 46.4% 46.8% 46.5% 473% 46.8% 47.1% 47.2% 47.8% 485% 47.7% 47.7%
Total Revenue (IT Services) 1,933 1,970 1,973 2,019 7,895 1,989 2,010 2,047 2,076 8,120 2,039
QoQ % NA 1.9% 0.2% 2.3% -1.5% 1.0% 1.8% 1.4% -1.8%
YoY % NA NA NA NA NA 2.9% 2.0% 3.7% 2.8% 2.9% 2.5%

Source: Company, HDFC sec Inst Research
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Top customer de-grew 1.8%
QoQ, in-line with company
revenue

Wipro’s Top-5 clients’
performance has been
impressive for the past 5 qtrs

Utilisation dipped 150bps
impacted by higher net-
additions

Achieved 65% localization in
US (vs. 64% in 4Q) with
increased local hiring

WIPRO: RESULTS REVIEW 1QFY20

Client Performance (IT Services ex ISRE)

Clients Revenue Metric 1Q 2Q 3Q 4Q FY18 1Q 2Q 3Q 4Q FY19 1Q
(USD mn) FY18  FY18  FY18  FY18 FY19  FY19  FY19  FY19 FY20
Top customer 56 63 63 73 253 74 74 76 77 300
QoQ % NA  124%  02% 15.1% 12%  1.0%  18%  1.4% -1.8%
Yoy % NA NA NA NA NA  31.2% 18.0% 19.9%  5.6% 18.9%  2.5%
% of Rev 29%  32%  32%  36% 32% 37% 37% 37% 37% 37% 3.7%
Top 2-5 147 158 164 174 647 163 171 190 208 731 206
QoQ % NA 7.2%  3.9%  6.0% 61%  47% 114%  9.1% -0.8%
Yoy % NA NA NA NA NA  11.0%  84% 16.2% 19.5% 12.9%  26.3%
% of Rev 7.6%  80%  83%  86%  82%  82%  85%  93% 100%  9.0% 10.1%
Top 5 203 221 227 246 900 237 245 266 284 1,031 281
QoQ % NA  87%  2.9%  86% 3.9%  3.6%  85%  6.9% 1.1%
Yoy % NA NA NA NA NA|  16.6% 11.1% 17.3% 154% 14.6% 18.9%
% of Rev 105%  11.2% 115%  12.2% 11.4% 11.9% 12.2% 13.0% 13.7% 12.7% 13.8%
Top 6-10 141 142 132 133 545 135 139 137 139 552 141
QoQ % NA  05% -68%  0.8% 15%  2.5% -1.1%  1.4% 1.2%
Yoy % NA NA NA NA NA  -4.2%  -22%  3.7%  4.4%  14%  4.0%
% of Rev 73%  72%  67%  66%  69%  68% 69% 67% 67% 68%  69%
Top 10 344 362 359 380 1,445 372 384 403 423 1,583 422
QoQ % NA  53% -09%  57% 2.0%  32%  50%  5.0% -0.3%
Yoy % NA NA NA NA NA  81%  59% 12.3% 11.5% = 9.6% 13.5%
% of Rev 17.8%  184% 182% 18.8% 183% 187% 19.1% 19.7% 20.4% 195%  20.7%
Non top 10 1,589 1,607 1,614 1640 6450 1617 1626 1643 1,652 6,537 1,617
QoQ % NA  11%  04%  1.6% 1.4%  05%  11%  0.5% 2.1%
Yoy % NA NA NA NA NA  1.7%  1.1%  1.8%  08%  1.3%  0.0%
% of Rev 82.2%  81.6% 81.8% 812% 817% 81.3% 80.9% 803% 79.6% 80.5%  79.3%
Headcount, Attrition and Utilisation Data

1Q 2Q 3Q aQ 1Q 2Q 3Q aQ 1Q
(Nos.) Fyis  Fv18  Fvis  Fvis ¥ 1o pvie Fvie Fvis 9 pvao
Total headcount 161,439 159,300 158,865 159,923 159,923 160,846 171,451 172,379 171,425 171,425 174,850
Net additions (2,139)  (435) 1,058 923 10,605 928 (954) 11,502
voluntary TTM 16.1%  16.0% 16.1% 16.8%  16.8% 17.1%  17.5% 17.9%  17.6% 17.6%  17.6%
attrition (%)
(G%:;’SS UL 72.0%  72.9% 71.0% 73.1%  72.2%  745%  74.4%  73.4% < 754%  744%  73.9%
Utilisation ex- 82.1%  82.5% 81.9%  83.4%  82.5%  852% 855% 83.2% 85.4% 84.8%  85.0%

trainees (%)

Source: Company, HDFC sec Inst Research
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Steady acceleration of growth
in Digital offset by steady
acceleration of de-growth in
Legacy

Digital growth is broad based
now (vs. led by B2C verticals
earlier)

Decline in Legacy is due to
closure and non-renewal of
legacy contracts and
productivity benefits passed
via pricing to customers

WIPRO: RESULTS REVIEW 1QFY20

Business Mix

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q

Segments (USD mn) FY18  FY18  FY18  Fvis (' pyi0  Fy19 Fvis Fvie 2 pygo
Digital 441 475 493 537 1,946 557 631 679 722 2,590 763
QoQ % NA 7.7% 3.9% 8.9% 3.7% 13.3% 7.7% 6.3% 5.6%
YoY % NA NA NA NA 26.3% 32.9% 37.7% 34.5% 33.1% 36.9%
% of Rev 22.8% 24.1% 25.0% 26.6% 24.6% 28.0% 31.4% 33.2% 34.8% 31.9% 37.4%
Legacy (Non Digital) 1,493 1,495 1,480 1,482 5,949 1,432 1,379 1,367 1,353 5,531 1,276
QoQ % NA 0.2% -1.0% 0.2% -3.4% -3.7% -0.8% -1.0% -5.7%
YoY % NA NA NA NA -4.1% -7.8% -7.6% -8.7% -7.0% -10.9%
% of Rev 77.2%  759%  75.0% 73.4% 75.4% 72.0% 68.6% 66.8% 65.2% 68.1% 62.6%
Source: HDFC sec Inst Research

Key Assumptions

Particulars FY17 FY18 FY19 FY20E FY21E FY22E
|IT Services Growth (USD) % 4.9 2.5 2.9 3.0 5.4 6.0|
USD/INR rate 68.0 66.4 70.3 70.2 70.0 70.0
Products Growth (INR) % (4.6) (28.3) (28.5) (13.7) (2.0) (1.0)
‘IT Services EBIT Margin* % 18.2 16.8 18.4 18.1 18.3 18.5‘
Consolidated EBIT margin (%) 15.6 15.2 17.1 16.5 17.0 18.1
Source: Company, HDFC sec Inst Research * Adjusted

Change In Estimates

Particulars Earlier estimates Revised estimates % change
FY20E

IT revenue (USD bn) 8.50 8.36 (1.6)
Net revenue (Rs bn) 607.92 599.72 (1.3)
Cons. EBIT (Rs bn) 103.27 98.80 (4.3)
EBIT margin (%) 17.0 16.5 (51)bps
EPS (Rs) 16.7 16.6 (0.4)
FY21E

IT revenue (USD bn) 8.96 8.81 (1.7)
Net revenue (Rs bn) 641.23 629.20 (1.9)
Cons. EBIT (Rs bn) 111.12 107.14 (3.6)
EBIT margin (%) 17.3 17.0 (30)bps
EPS (Rs) 17.9 17.7 (1.2)

Source: HDFC sec Inst Research
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Peer Set Comparison

MCap cmpP TP EPS (Rs) P/E (x) RoE (%)
Company RECO

(Rs bn) (Rs) (Rs) FY18 FY19 FY20E FY21E FY18 FY19 FY20E FY21E FY18 FY19 FY20E FY21E
TCS 7,945 2,117 | 2,420 BUY 68.8 83.9 87.9 98.4 30.8 25.2 24.1 215 30.1 36.1 36.1 38.5
Infosys 3,455 794 770 NEU 34.2 36.7 36.9 41.5 23.2 21.6 215 19.1 22.0 24.4 24.8 27.2
Wipro 1,567 260 220 SELL 14.0 15.8 16.6 17.7 18.5 16.4 15.6 14.7 16.5 17.3 16.9 16.9
HCL Tech 1,449 1,041 1,305 BUY 64.7 74.6 78.2 89.9 16.1 13.9 133 11.6 253 26.0 24.0 24.3
TechM 608 691 650 SELL 43.2 48.9 48.1 53.1 16.0 14.1 14.4 13.0 215 22.0 20.4 20.7
Tier-1 IT Median 18.5 16.4 15.6 14.7 22.0 24.4 24.0 24.3
LTI 281 1,619 | 2,171 BUY 66.9 87.3 88.5 105.6 24.2 18.5 18.3 15.3 33.2 34.6 28.8 29.1
Mphasis 171 919 1,360 BUY 45.4 57.7 60.5 73.0 20.2 15.9 15.2 12.6 14.6 20.0 20.3 21.7
LTTS 173 1,667 | 2,020 BUY 45.5 68.0 74.8 96.7 36.6 24.5 22.3 17.2 27.7 32.0 28.6 30.7
Mindtree 123 751 705 NEU 32.3 44.2 36.5 48.1 23.2 17.0 20.6 15.6 20.0 24.0 18.4 23.0
Hexaware * 107 359 440 BUY 16.8 19.6 20.9 26.0 214 18.3 17.2 13.8 26.6 26.5 24.3 26.1
Cyient 61 545 605 NEU 38.6 43.6 48.2 51.2 14.1 12.5 11.3 10.6 18.1 19.5 19.9 18.9
Zensar 56 245 315 BUY 10.6 13.8 15.8 19.1 23.1 17.7 15.5 12.8 15.1 17.0 16.9 17.8
Tata Elxsi 46 742 990 NR 38.5 46.6 45.8 52.4 19.3 15.9 16.2 14.2 37.0 34.5 27.6 26.5
Persistent 49 611 655 NEU 40.6 45.9 44.9 48.5 15.1 13.3 13.6 12.6 16.0 15.7 14.5 14.3
Sonata 37 352 495 BUY 18.6 24.0 27.0 30.2 19.0 14.7 13.0 11.7 31.0 35.1 34.3 34.0
Intellect 34 272 325 BUY 3.7 8.1 10.6 15.0 NM 33.7 25.6 18.1 6.7 11.1 12.3 15.0
eClerx 26 680 750 NEU 74.1 61.7 60.9 67.3 9.2 11.0 11.2 10.1 24.1 17.6 16.5 18.3
Majesco 15 549 730 BUY (1.5) 18.3 26.3 344 NM 29.9 20.9 16.0 NM 8.4 10.4 12.2
HGS 13 630 900 NR 96.5 84.6 106.2 120.7 6.5 7.4 5.9 5.2 14.3 11.3 12.7 13.0
Mastek 11 459 635 BUY 27.8 40.6 43.8 49.8 16.5 11.3 10.5 9.2 13.7 16.1 14.6 14.8
Tier-2 IT Median 19.3 15.9 15.5 12.8 19.8 19.5 18.4 18.9
Source: HDFC sec Inst Research, Bloomberg, *Dec YE, A\CMP and EPS in EUR terms

MCap | CMP EPS (USD) P/E (x) RoE (%)
Company TP RECO

(USD bn) | USD FY18 FY19E FY20E FY21E FY18 FY19E FY20E FY21E FY18 FY19E FY20E FY21E

Accenture 115 179 NA NR 5.6 6.5 7.3 8.0 32.2 27.8 24.5 22.5 41.7 42.0 39.9 36.7
Cognizant 43 74 NA NR 2.5 3.6 4.4 4.9 29.3 20.6 16.8 15.2 14.1 19.0 20.9 20.6
Capgemini® 21 112 NA NR 4.9 4.4 6.5 7.1 23.0 25.7 17.2 15.7 11.5 10.1 13.1 13.3
Global IT Median 25.8 25.9 17.4 15.9 14.1 19.0 16.7 19.3

Source: HDFC sec Inst Research, Bloomberg, *Dec YE, ACMP and EPS in EUR terms
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Consolidated Income Statement

Consolidated Balance Sheet

WIPRO: RESULTS REVIEW 1QFY20

YE March (Rs bn) FY18 FY19  FY20E  FY21E  FY22E  YE March (Rs bn) FY18  FY19 FY20E FY21E  FY22E
IT Services Net Revenues (US $bn) 7.90 8.12 8.36 8.81 9.34 SOURCES OF FUNDS
Growth (%) 2.5 2.9 3.0 5.4 6.0 Share Capital - Equity 9.05 12.07 11.42 11.42 11.42
Net Revenues 544.87 585.85 599.72 629.20 666.11 Reserves 473.89 556.05 539.62 633.00 737.04
Growth (%) (1.0) 7.5 2.4 4.9 5.9 Total Shareholders' Funds 482.94 568.12 551.04 644.42 748.47
Operating Expenses 44094 47375 480.81 500.86 523.73 Minority Interest 2.41 2.64 2.90 3.05 3.22
EBITDA 103.93 112.09 118.90 12834 14238  rotal Debt 138.26  99.47 9947 9947 = 99.47
Depreciation 21.12 19.47 20.10 21.19 21.86 Net Deferred Taxes (3.85) (2.19) (2.19) (2.19) (2.19)
EBIT 82.81 92.62 98.80 107.14 12053 Long Term Provisions & Others 19.67 16.28 16.28 16.28 16.28
EBIT (%) 15.2 15.8 16.5 170 181  TOTALSOURCES OF FUNDS 639.43 684.32 667.50 761.03  865.25
L D
EBIT Growth (%) (3.7) 11.9 6.7 8.4 125  APPLICATION OF FUNDS
Net Block 4928 47.83 39.72 3111 22.57
Other Income 2386 2696 2596 2600  26.18
CWIP 1517 2277 2277 2277 22.77
Interest 5.68 7.38 6.37 6.57 6.57 . .
; " 149 322 316 310 396 Goodwill & Other Intangible Assets  135.70 130.74 130.74 130.74 130.74
orex gains/(losses) : : : : : LT Loans & Advances, Others 7464 5456 5456 5456  54.56
Bl i dibacy ilael iy e Total Non Current Assets 274.78 255.90 247.79 239.18 230.65
Tax (incl deferred) — 2239 2524 2668 2879 3184 (aqh g Equivalents 204.02 37925 360.75 46023  569.63
F'\,’:g‘fci’t”ty Interest and associate 000 -014 026 -0.16 -0.17  Debtors 100.99 10049 103.51 108.60  114.97
RPAT 80.08  90.03 9461 10073 111.40 '”":"m”es T R T R0
EO (Loss) / Profit (Net Of Tax) 249 08 000 000  0.00 ?t elrccu"e”t Assets 120‘;8 1:;'9§ 222 '25 ;(1)(3).2; igg'ii
APAT 8257 90.86 94.61 100.73 111.40 otal Current Assets 4.94 4 67 : :
Creditors 68.13 8830 8936 92.88 96.69
APAT Growth (%) 2.2 10.0 4.1 6.5 10.6 R
EPS 14.5 15.9 16.6 17.7 19.5 Other Current Liabilities & Provns 46.18 54.95 55.35 59.18 64.55
) ’ ’ ) ’ Total Current Liabilities 114.30 143.25 144.71 152.05 161.24
0,
A ER b - 2.2 10.0 4.1 6.5 106 et current Assets 70.63 49.17 5896 61.62  64.97
Source: Company, HDFC sec Inst Researc TOTAL APPLICATION OF FUNDS 639.43 684.32 667.50 761.03  865.25

Source: Company, HDFC sec Inst Research
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Consolidated Cash Flow Key Ratios
YE March (Rs bn) FY18 FY19 FY20E FY21E FY22E FY18 FY19 FY20E FY21E FY22E
Reported PBT 102.47 115.42 121.55 129.67 143.40 PROFITABILITY (%)
Non-operating & EO items (10.32) (20.63)  (25.96) (26.00) (26.18) EBITDA Margin 19.1 19.1 19.8 20.4 21.4
Interest expenses 5.68 7.38 6.37 6.57 6.57 APAT Margin 15.2 15.5 15.8 16.0 16.7
Depreciation 21.12 19.47 20.10 21.19 21.86 RoE 16.5 17.3 16.9 16.9 16.0
Working Capital Change (0.94) 27.17 (9.79) (2.67) (3.35) RolC or Core RoCE 18.7 23.7 25.1 27.7 31.7
Tax paid (28.11) (25.15) (26.68) (28.79) (31.84) RoCE 11.2 12.1 12.1 12.2 11.9
OPERATING CASH FLOW (a) 89.91 123.65 85.59 99.98 110.46 EFFICIENCY
Capex (27.35)  (20.84) (11.99) (12.58) (13.32) Tax Rate (%) 22.8 21.8 21.9 22.0 22.2
Free cash flow (FCF) 62.56 102.81 73.60 87.40 97.14 Fixed Asset Turnover (x) 4.1 4.2 3.9 3.8 3.7
Investments 0.00 0.00 0.00 0.00 0.00 Debtors (days) 68 63 63 63 63
Non-operating income 14.96 20.52 25.96 26.00 26.18 Other Current Assets (days) 54 55 58 58 58
INVESTING CASH FLOW (b)) (12.40)  (0.32) 13.97 13.42 12.86 Payables (days) 46 55 54 54 53
Debt Issuance (11.15) (39.14) 0.00 0.00 0.00 Other Current Liability (days) 31 34 34 34 35
Interest expenses (5.68) (4.80) (6.37) (6.57) (6.57) Cash Conversion Cycle (days) 45 28 33 33 33
FCFE 45.74 58.87 67.23 80.83 90.57 Net Debt/EBITDA (x) (1.5) (2.5) (2.2) (2.8) (3.3)
Share capital Issuance/Buyback (110.29) 0.00 (105.00) 0.00 0.00 Net Debt/Equity (x) (0.3) (0.5) (0.5) (0.6) (0.6)
Dividend (5.42) (5.43) (6.68) (7.35) (7.35) Interest Coverage (x) 14.6 12.6 15.5 16.3 18.4
FINANCING CASH FLOW (¢) (132.53) (49.37) (118.06) (13.92) (13.92) PER SHARE DATA
NET CASH FLOW (a+b+c) (55.02) 73.96 (18.50) 99.48 109.40 EPS (Rs/sh) 14.5 15.9 16.6 17.7 19.5
Non-operating and EO items 4.30 11.26 0.00 0.00 0.00 CEPS (Rs/sh) 17.7 19.2 20.1 21.4 23.4
Closing Cash & Equivalents 294.02 379.25 360.75 460.23 569.63 DPS (Rs/sh) 1.0 1.0 1.2 1.3 1.3
Source: Company, HDFC sec Inst Research BV (Rs/sh) 84.7 99.6 96.6 113.0 131.3
VALUATION
P/E 17.9 16.3 15.6 14.7 133
P/BV 3.1 2.6 2.7 2.3 2.0
EV/EBITDA 12.7 10.7 10.2 8.7 7.1
OCF/EV (%) 6.8 10.3 7.0 9.0 11.0
FCF/EV (%) 4.7 8.6 6.1 7.8 9.7
FCFE/mkt cap (%) 3.1 4.0 4.6 5.5 6.1
Dividend Yield (%) 0.3 0.3 0.4 0.4 0.4

Source: Company, HDFC sec Inst Research
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Institutional Equities

Unit No. 1602, 16th Floor, Tower A, Peninsula Business Park,
Senapati Bapat Marg, Lower Parel, Mumbai - 400 013

Board : +91-22-6171-7330 www.hdfcsec.com

WIPRO: RESULTS REVIEW 1QFY20

Date CMP Reco Target
6-Jul-18 197 NEU 210
21-Jul-18 212 NEU 203
10-Oct-18 238 NEU 225
25-Oct-18 232 NEU 244
30-Nov-18 236 NEU 244
8-Jan-19 245 NEU 244
19-Jan-19 260 NEU 245
1-Apr-19 255 NEU 241
9-Apr-19 264 NEU 245
17-Apr-19 281 SELL 250
5-Jul-19 272 SELL 255
18-Jul-19 260 SELL 220
Rating Definitions
BUY : Where the stock is expected to deliver more than 10% returns over the next 12 month period
NEUTRAL : Where the stock is expected to deliver (-)10% to 10% returns over the next 12 month period
SELL : Where the stock is expected to deliver less than (-)10% returns over the next 12 month period

Page | 13



[- WIPRO: RESULTS REVIEW 1QFY20

INSTITUTIONAL RESEARCH

Disclosure:

We, Amit Chandra, MBA, Apurva Prasad, MBA & Akshay Ramnani, CA, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our
views about the subject issuer(s) or securities. HSL has no material adverse disciplinary history as on the date of publication of this report. We also certify that no part of our compensation was, is, or will be directly
or indirectly related to the specific recommendation(s) or view(s) in this report.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company. Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have
beneficial ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of the Research Report. Further Research Analyst or his relative or HDFC Securities
Ltd. or its associate does not have any material conflict of interest.

Any holding in stock —No

HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INHO00002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must not be used as a singular basis of any investment decision. The views herein are of a general
nature and do not consider the risk appetite or the particular circumstances of an individual investor; readers are requested to take professional advice before investing. Nothing in this document should be
construed as investment advice. Each recipient of this document should make such investigations as they deem necessary to arrive at an independent evaluation of an investment in securities of the companies
referred to in this document (including merits and risks) and should consult their own advisors to determine merits and risks of such investment. The information and opinions contained herein have been compiled
or arrived at, based upon information obtained in good faith from sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or
implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. Descriptions of any company or companies or their securities mentioned
herein are not intended to be complete. HSL is not obliged to update this report for such changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in any locality, state, country or
other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject HSL or its affiliates to any registration or licensing requirement
within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same should be ignored and brought to the attention of the sender. This document may not be
reproduced, distributed or published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the income derived from them. In addition,
investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be considered to be taken as an offer to sell or a solicitation to buy any
security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments. This report should not be construed as an invitation or solicitation
to do business with HSL. HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in
any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or
lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report,
including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or purchase or other
deals in these securities from time to time or may deal in other securities of the companies / organizations described in this report.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve
months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t date of this report for services in respect of managing or
co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither HSL nor
Research Analysts have any material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or
brokerage service transactions. HSL may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

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. We have not received any
compensation/benefits from the subject company or third party in connection with the Research Report.

HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022)
2496 5066 Compliance Officer: Binkle R. Oza Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP: 11092018; IRDA Corporate Agent License No.: HDF 2806925/HDF C000222657; SEBI
Research Analyst Reg. No.: INH000002475; SEBI Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.

Page | 14


mailto:complianceofficer@hdfcsec.com

	Quarterly Consolidated Financials Snapshot
	Margin Analysis
	Vertical Revenue Break-up (IT Services ex ISRE)
	Service Line Break-Up (IT Services ex ISRE)
	Geographic Revenue Break-up (IT Services ex ISRE)
	Onsite-offshore Split (IT Services ex ISRE)
	Client Performance (IT Services ex ISRE)
	Headcount, Attrition and Utilisation Data
	Key Assumptions
	Change In Estimates
	Peer Set Comparison

