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Wipro Limited.

Guidance continues to disappoint; Lack of mega deals softens the demand outlook

cMP Target Potential Upside Market Cap (INR Mn) Recommendation Sector
INR 509 INR 602 18.3% INR 2,790,427 BUY Internet Software & Services
Synopsis:

Wipro Ltd (WPRO) Q4FY22 performance was inline with our estimate. Dollar Revenue was up3.1% QoQ in CC term to USD 2,722mn
(KRChoksey est. USD 2,728Mn). Rupee revenue grew by 2.7%2QoQ to INR 208,600Mn (KRChoksey est. INR 209,729Mn). Reported
operating margin was down of 58bps to 16.3% QoQ supported by growth in consulting and engineering services, and ~40% of the
order book is from cloud. Reported Net profit grew by 4% QoQ to INR 30,873Mn (KRChoksey est. INR 30,293Mn) with margin of 16.3%.
Some of the near-term concerns include (1) pressure on margins (ITS margins expected to operate below the 17-17.5% EBITM band
over the next few quarters) on acquisition integration and supply-side inflation and (2) incremental growth, with shorter cycle deals
(acquisitions) adding volatility. Employee intake of ~45K YoY will offset the impact of attrition surge however the ongoing talent
crunch and rise in discretionary cost will keep margins under check. Our target price of INR 602 is based on 23x Mar-24E EPS with EPS

CAGR of ~10.2% over FY22-24E.
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SENSEX 57,060.9
NIFTY 17,102.6

KEY FINANCIALS

USD Revenue 2,722 2,640 2,152 3.1% 26.5% 2,728 -0.2%
Revenue 2,08,600 2,03,163 1,62,454 2.7% 28.4% 2,09,729 -0.5%
EBIT 34,036 34,334 33,281 -0.9% 2.3% 35,320 -3.6%
PAT 30,873 29,690 29,721 4.0% 3.9% 30,293 1.9%
OPM (%) 16.3% 16.9% 20.5% -58 -417 16.8% 52
NPM(%) 14.8% 14.6% 18.3% 19 -349 14.4% 36

Source: Company, KRChoksey Research

Revenue growth has been broad based

Wipro Ltd (WPRO) Q4FY22 performance was inline with our estimate. Dollar Revenue was up3.1% QoQ in
CC term to USD 2,722mn (KRChoksey est. USD 2,728 Mn). Rupee revenue grew by 2.7%QoQ to INR
208,600Mn (KRChoksey est. INR 209,729Mn), supported by growth in consulting and engineering
services, and ~40% of the order book is from cloud. Sequential growth performance was led by
manufacturing, technology & BFSI verticals, which grew above the company average, while
communications declined sequentially. Digital engineering and application grew faster than iCORE on a
sequential basis. Revenue guidance from our IT Services business to be in the range of USD 2,748 Mn to
USD 2,803Mn (a sequential growth of 1% to 3% in Q1FY23).

Rizing acquisition is expected to provide cross-sell/up-sell opportunities and a local presence while
augmenting consulting capabilities in SAP. Wipro is engaging with partners for full-stack training; US
localization stands at 80% and localization in Europe is higher.

Lack of mega deals; softness in deal wins

Wipro continues to highlight 1) Strong demand environment and an extended capability set (aided by
acquisition) to capture the demand, 2) with Double digit growth guidance for FY23, 3) ACV & Order Book
growth of 30% and 38% YoY in FY22. Multiple indicators continue to show slowing traction. Softness in
TCV Wins continues to be an area of concern for Wipro with just USD 2.3bn of New TCV Wins in FY22
(reports above USD 3omn+ deals only) which has a revenue coverage of just 22% (v/s 33%in Q3).

Large Deal TCV was lackluster at ~USD 425mn (includes ~9 large deals). Wipro has highlighted that
several large deals are in pipeline, while closures can be softer due to shorter deals leading to limited
large closures. Rizing acquisition is expected to provide cross-sell/up-sell opportunities and a local
presence while augmenting consulting capabilities in SAP. Wipro is engaging with partners for full-stack
training; US localization stands at 80% and localization in Europe is higher.

EBIT margin to be rangebound (17%-17.5%) in the medium term

EBIT margin (IT services) stood at 16.3% and we expects Wipro to deliver the margin below the medium
term guidance level due to increase in attrition & inflation (pricing/wage hike). Wipro will continue to
invest heavily on talent and capabilities.
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Key Concall Highlights:

(i) Growth was broad-based, led by BFSI, Consumer and Manufacturing Verticals(especially led by Non Top 10 Client) (ii) Wipro won
~USD 425mn (9 large deals) in Q4FY22 (Q3FY22: USD 60omn) (iii) 40% of Order Book is cloud related; and type of deal wins is also
improved. The Pipeline is reportedly said to be at highest ever (iv) Wipro is continued to invest in leadership where 50% of
leadership hires are in growth office and customer facing roles (v) Management gave double digit growth guidance (organic) and
doesn’t include Rizing consolidation (vi) Capco acquisition has witnessed a healthy growth and has brought 60 synergy wins across
markets in FY22

Valuation and view

Wipro is currently trading at a valuation with a P/E multiple of 22.5x/19.4x on FY23E/FY24E earnings. We expect strong deal
momentum across verticals, growth focused and clients centric approach and new management strategy will aid growth over the
medium to long term in future and hence we are assigning a P/E multiple of 23x to the FY24 estimated EPS of INR ~26.2 to arrive
at a target price of INR 602 (Earlier Target price INR 794) per share, an upside of 18.3% over the CMP. Accordingly, we maintain our
“BUY” rating to the stock.
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KEY FINANCIALS
Exhibit 1: Balance Sheet
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Particulars (INR Mn) FY18 FY19 FY20 FY21 FY22 FY23E FY24E
Property, Plant and Equipment 64,443 70,601 81,120 85,192 1,32,701 1,25,332 1,23,284
Right-of-use Asset o) o) 16,748 16,420 16,420 16,420 16,420
Deferred Tax Asset/(Liability) 6,908 5,604 6,005 1,664 1,664 1,664 1,664
Goodwill 1,17,584 1,16,980 1,31,012 1,39,127 1,39,127 1,39,127 1,39,127
Intangible Assets 18,113 13,762 16,362 13,085 13,085 13,085 13,085
Investments 8,874 8,151 10,685 12,040 12,040 12,040 12,040
Other non-current tax assets 18,349 20,603 11,414 14,323 14,323 14,323 14,323
Other non current assets 20,213 25,564 23,865 26,397 26,397 26,397 26,397
Total non current assets 2,54,484 2,61,265 2,97,211 3,08,248 3,55,757 3,48,388 3,46,340
Cash & equivalent 44925 158529 144499 169793 156090 207156 271291
Inventories 3,370 3,951 1,865 1,064 1,400 1,750 1,986
Trade Receivables 1,00,990 1,00,489 1,04,474 94,298 1,26,566 1,48,668 1,68,707
Unbilled Revenues 42,486 22,880 25,209 27,124 37,970 47,958 54,422
Available for Sale Investment 2,49,094 2,20,716 1,89,635 1,75,707 1,75,707 1,75,707 1,75,707
Current Tax Assets 6,262 7,435 2,882 2,461 2,461 2,461 2,461
Derivatives Assets 1,232 4,931 3,025 4,064 4,064 4,064 4,064
Other Current Assets 57,797 52,975 48,262 48,675 48,675 48,675 48,675
Total current assets 5,06,156 5,71,906 5,19,851 5,23,186 552,933 6,36,439 7,527,313
Total Assets 7,60,640 8,33,171 8,17,062 8,31,434 9,08,690 9,84,827 10,73,653
Equity Share Capital 9,048 12,068 11,427 10,958 10,958 10,958 10,958
Other Equity 4,73,888 5,56,048 5,46,031 5,42,137 5,94,823 6,57,508 7,26,642
Egt;itgaﬁ;tributable to Owners of the 4,82,936 5,68,116 5,57,458 5,53,005 6,05,781 6,68,466 7,37,600
Non controlling Interest 2,410 2,637 1,875 1,498 1,498 1,498 1,498
Total Equity 4,85,346 5,70,753 5,59,333 5,54,593 6,07,279 6,69,964 7,39,098
Long term Debts 45,268 28,368 4,840 7,458 7,085 6,377 5,739
Other Financial Liabilities 7 o 12,638 13,513 13,513 13,513 13,513
Non-Current Tax Liabilities 9,220 11,023 13,205 11,069 11,069 11,069 11,069
DTL 3,059 3,417 2,825 4,633 4,633 4,633 4,633
Other Non-Current Liabilities 4,233 5,260 7,828 10,128 10,214 10,319 10,513
Total non current liabilities 5,47,133 6,18,821 6,00,669 6,01,394 6,53,793 7,15,875 7,84,565
Other Liabilities 22,825 18,690 20,153 26,022 26,022 26,022 26,022
ST-Term Borrowings 92,991 71,099 73,202 75,874 75,874 75,874 75,874
Trade Payables 68,129 88,304 78,129 78,870 95,663 1,03,777 1,17,156
Unearned Revenue 17,139 24,768 18,775 22,535 28,011 31,841 36,133
Current Liabilities 9,417 9,541 11,731 17,324 19,755 21,764 24,108
Derivative Liabilities 2,210 1,310 7,231 1,070 1,070 1,070 1,070
Lease Liabilities o o 6,560 7,669 7,669 7,669 7,669
Provision 796 638 612 676 834 936 1,057
Total Current Liabilities 2,13,507 2,14,350 2,16,393 2,30,040 2,54,897 2,68,953 2,89,088
Total liabilities 7,60,640 8,33,171 8,17,062 8,31,434 9,08,690 9,84,827 10,73,653

Source: Company, KRChoksey Research
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KEY FINANCIALS
Exhibit 2: Profit & Loss Statement

Particulars (INR Mn) FY18 FY19 FY20 FY21 FY22 FY23E FY24E
Revenue 5,44,871 5,85,845 6,10,232 6,19,430 7,97,475 8,97,492 10,18,168
Total operating Expenses 4,40,941 4,74,020 4,87,960 4,71,657 6,26,278 7,16,260 8,07,454
EBITDA 1,03,930 1,11,825 1,22,272 1,47,773 1,71,197 1,81,232 2,10,714
Depreciation 21,124 19,474 20,855 27,634 30,911 33,611 37,650
EBIT 82,806 92,351 1,01,417 1,20,139 1,40,286 1,47,621 1,73,064
Other income, net 23,999 27,267 25,225 20,831 11,959 12,336 12,712
Forex Gains/(Losses) 1,488 3,215 3,169 2,995 4,355 4,355 4,355
Finance costs 5,830 7,375 7,328 5,088 5,325 5,610 5,922
Pre-tax Income 1,02,463 1,15,458 1,22,483 1,38,877 1,51,275 1,69,922 1,96,052
Income tax expense 22,390 25,242 24,799 30,345 28,946 41,637 47,582
Net profit Before M| 80,073 90,216 97,684 1,08,532 1,22,329 1,28,286 1,48,471
Minority Interest 8 -185 -466 -586 -138 -200 -200
Net profit After Ml 80,081 90,031 97,218 1,07,946 1,22,191 1,28,086 1,48,271
Diluted EPS (INR) 13.30 14.95 16.62 19.07 21.58 22.62 26.19
Shares in Million 4,758 6,022 5,848 5,662 5,662 5,662 5,662

Source: Company, KRChoksey Research

Exhibit 3: Free Cash Flow Analysis

Particulars (INR Mn) FY18 FY19 FY20 FY21 FY22 FY23E FY24E
Net Cash Generated From
Operations 70,018 1,54,91 1,62,680 1,90,715 1,88,594 2,23,499 2,66,127
ei: G oy o ssdiin) -1,10,6. -2 (o] -1,36,5M -1,50,22 -2,01,92. -1,71,72 -2,01
Investing Activities ,10,647 7,93 ,36,5 »50,227 ,01,924 71,725 ,01,354
Net Cash Flow from Financing > 8 p 404 54 i 20 638
Activities 32,344 3,377 40,199 5,194 373 709 3
Net Inc/Dec in cash equivalents -7,785 1,13,604 -14,030 25,294 -13,703 51,065 64,135
Opening Balance 52,710 44,925 1,58,529 1,44,499 1,69,793 1,56,090 2,07,156
Closing Balance Cash and Cash 5 158,52 ; 6 156.000 507156 571201
Equivalents 44,925 156,529 »44,499 69,793 ,56,09 ,07,15 ,71,29
Source: Company, KRChoksey Research
Exhibit 4: Ratio Analysis
Key Ratio FY18 FY19 FY20 FY21 FY22 FY23E FY24E
EBIT Margin (%) 15.2% 15.8% 16.6% 19.4% 19.6% 21.0% 21.6%
Tax rate (%) 21.9% 21.9% 20.2% 21.9% 22.5% 23.0% 25.0%
Net Profit Margin (%) 14.7% 15.4% 15.9% 17.4% 17.1% 17.9% 17.4%
ROE (%) 16.0% 17.1% 17.3% 19.4% 22.7% 24.6% 24.6%
RoCE (%) 10.1% 1.2% 12.4% 14.8% 17.7% 19.7% 20.5%
EV/EBITDA 36.6 32.9 30.3 25.0 19.8 16.5 14.1
EPS (INR per share) 13.3 14.9 16.6 19.1 21.6 22.6 26.2
Source: Company, KRChoksey Research
ANALYST KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-66919576
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Buy More than 15%
02-May-22 509 602 BUY Accumulate 5% —15%
Hold 0-5%
14-Jan-21 640 794 BUY
Reduce -5%—0
14-Oct-21 707 794 ACCUMULATE Sell Less than — 5%

ANALYST CERTIFICATION:

I, Saptarshi Mukherjee (MBA, PGDSM and MSc Investment & Finance), Research Analyst, author and the name subscribed to this report, hereby certify that all of the views expressed in this
research report accurately reflect my views about the subject issuer(s) or securities. | 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.

Terms & Conditions and other disclosures:

KRChoksey Shares and Securities Pvt. Ltd (hereinafter referred to as KRCSSPL) is a registered member of National Stock Exchange of India Limited and Bombay Stock Exchange Limited.
KRCSSPL s a registered Research Entity vides SEBI Registration No. INH000001295 under SEBI (Research Analyst) Regulations, 2014.

We submit that no material disciplinary action has been taken on KRCSSPL and its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities.

KRCSSPL prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analyst covers.
The information and opinions in this report have been prepared by KRCSSPL and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant 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 prior written consent of KRCSSPL. While we would endeavor to update the information herein on a reasonable basis, KRCSSPL is not under any obligation
to update the information. Also, there may be regulatory, compliance or other reasons that may prevent KRCSSPL from doing so. Non-rated securities indicate that rating on a particular
security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or KRCSSPL policies, in circumstances where KRCSSPL might be acting in an
advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. KRCSSPL will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or
strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their
own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of
independent judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest
rates, foreign exchange rates or any other reason. KRCSSPL accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not
necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual
results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. Our employees in sales and
marketing team, dealers and other professionals may provide oral or written market commentary or trading strategies that reflect opinions that are contrary to the opinions expressed
herein, .In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

Associates (Group Companies) of KRCSSPL might have received any commission/compensation from the companies mentioned in the report during the period preceding twelve months
from the date of this report for services in respect of brokerage services or specific transaction or for products and services other than brokerage services.

KRCSSPL or its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months.

KRCSSPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report.
KRCSSPL 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 KRCSSPL nor Research Analysts have any material conflict of interest at the time of publication of this report.

It is confirmed that Saptarshi Mukherjee (MBA, PGDSM and MSc Investment & Finance), Research Analyst of this report have not received any compensation from the companies
mentioned in the report in the preceding twelve months. Compensation of our Research Analysts is not based on any specific brokerage service transactions.

KRCSSPL or its associates (Group Companies) collectively or its research analyst do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month immediately
preceding the date of publication of the research report) in the company covered by Analyst, and has not been engaged in market making activity of the company covered by research
analyst.

It is confirmed that, Saptarshi Mukherjee (MBA, PGDSM and MSc Investment & Finance), Research Analyst do not serve as an officer, director or employee of the companies mentioned in
the 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 KRCSSPL and affiliates 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 them of and to observe such restriction.
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