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Offer: 
Wipro Ltd. at its board meeting held on 16-Apr-19 approved buy back of 32.31cr shares (5.35% of its equity) through a tender offer at a price of Rs 325 per share 
resulting in a total offer size of Rs 10,500cr. The members of promoter and promoter group have indicated their intention to participate in the buyback. 
 
SEBI in 2012 had amended the buy back regulations by passing Securities and Exchange Board of India (Buy-back of Securities) (Amendment) Regulations, 2012 as per 
which small shareholder holding shares as on the record date of Rs 2 lakhs or less will get reservation in the buyback offers to the extent of 15% of the buyback size.  
 
As per SEBI regulations, 15% of the offer size i.e. Rs 1,575cr will be reserved for small shareholders holding shares upto a value of Rs 2 lakhs as on the record date. 
 
Opportunity: 
 While the SEBI buyback regulations define small shareholder as one who holds shares worth less than Rs 2 lakh on the record date, in the annual report companies are 

required to disclose data about shareholding of shareholders in different buckets like 0-100 shares, 101-500 shares and so on. As per the distribution of shareholding 
available in the FY18 Annual Report there were 263,566 shareholders holding upto 5000 shares of Wipro aggregating to 476.1 lakh shares (post 1:3 bonus in Mar- 19). 
Assuming that all these shares would be offered, then the theoretical acceptance ratio works out more than 100%. However this could change depending on new 
investors buying shares between 31-Mar-18 and the record date i.e. addition/deletion of shareholders post 31-Mar-18 holding shares worth less than Rs 2 lakhs. 

 Assuming that all the addition in the shareholding upto Rs 2 lakh face value (post 31-Mar-18) (including Mar-19 bonus shares) available with exchanges (till 31-Mar-19) 
is from the reserved category and all these shares will be offered alongwith those mentioned above then the theoretical acceptance ratio falls to 79.4%. 

 We have studied the recent tender buybacks conducted by companies. Most small shareholders do not take part in such offers with the result that the acceptance 
ratio becomes higher than the theoretical ratio. 

 Wipro is buying back the shares at a premium of ~14.1% to the current price of ~Rs 284.8 per share. Investors looking for short term opportunity can buy the shares 
(upto the value of Rs 2 lakhs – as on the record date and till the stock goes ex benefit) in the open market and offer them in the tender offer. 

 Even assuming 75% acceptance ratio and a market price of Rs 260 post the payout, investors can earn an absolute return of ~8.4% (subject to short term capital gains 
tax) over the next 150 days (conservatively taken as time taken in its previous buyback – although the average time for other offers is 105-125 days. Wipro needs more 
approvals as its ADR is listed abroad) leading to an annualised return of ~20.5% p.a. Every 5% increase in acceptance ratio could improve annualized return by 2.7% p.a. 
However the post buyback market price could fall below Rs 260 due to the fact that its Q4FY19 results were not very encouraging. Consequently it has guided for a 
lower revenue growth in constant currency term for the next quarter. The recent security breach is a setback to Wipro’s reputation and could result in claims from 
customers in future. For every Rs 10 fall in post buyback price, the annualised returns will fall by 1.7%.  

 
Risks: 
 Post Mar 2018, if a lot of new shareholders have been added (holding less than ~666 shares – assuming market price of Rs 300 on record date) then the acceptance 

ratio could be less than stated above. Similarly if a lot of new investors buy at current price (from now till the ex-date) with the objective of tendering the shares in 
buyback then the acceptance ratio is likely to drop. In the past offers, the actual acceptance ratio and hence expected returns was lower than that assumed at the time 
of buyback announcement. This is clear from the following table.  
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Company 

Price on 
Board 

approval 
date + 1 (Rs) 

Buyback Size 
(Rs Cr) 

Buyback 
price (Rs) 

Last date of 
Payout 

Theoretical 
Acceptance 
Ratio based 

on AR 

Entitlement 
ratio as per 
offer letter 

Actual 
Acceptance 

CMP on 
payout date 

(Rs) 

Annualised 
Returns p.a. 

Tech Mahindra 825.2 1956 950 16-Apr-19 9% 11% 27% 797.1 10% 
Mphasis 1150.05 988 1350 01-Jan-19 81% 17% 21% 1004 -16% 
HCL Tech 984.85 4000 1100 09-Oct-18 98% 48% 100% 1066.45 48% 
TCS 1830.7 16000 2100 25-Sep-18 69% 45% 100% 2183.1 53% 
Infosys 873.4 13000 1150 26-Dec-17 59% 28% 56% 1034.35 73% 
Wipro (2017) 269 11000 320 22-Dec-17 105% 69% 99% 301.1 45% 

 
 The exact number of eligible shareholders as on the Record date will be available in the letter of offer which will be posted 1-2 weeks post the Record date. The offer 

letter will also mention the entitled shares which a shareholder can offer. This is calculated based on proportion of quota for small shareholders to their total 
shareholding as on the record date. An investor can offer shares more than the entitlement and there are chances that some or all of these may be accepted. Investors 
who now buy the shares to benefit out of this opportunity will then have to sell the unaccepted shares in the open market which could result in lower return based on 
the then prevailing market price. However the post buyback market price could fall below Rs 260 reducing the returns for investors. 

  
Sensivity of Annualised return based on 5 months investment period   
Post Buyback 

Price 
Oversubscription (x) / Acceptance (%) 

1 / 100 1.11 / 90 1.25 / 80 1.33 / 75 1.43 / 70 1.67 / 60 2 / 50 
270 34.3% 29.6% 24.9% 22.6% 20.2% 15.6% 10.9% 
260 34.3% 28.8% 23.2% 20.5% 17.7% 12.1% 6.6% 
250 34.3% 27.9% 21.5% 18.3% 15.1% 8.7% 2.3% 
240 34.3% 27.1% 19.8% 16.2% 12.6% 5.3% -2.0% 
230 34.3% 26.2% 18.1% 14.1% 10.0% 1.9% -6.2% 
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1-year price movement 
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