SIEMENS LTD.

HOLD TARGET PRICE : Rs.915

Quarterly Results Update.

Siemens started the current fiscal on a mixed note, while its revenue for the first
quarter ended Dec 2010 grew by strong 33% (Rs 2538.11 crore), a 500 bps
contraction in operating margin saw benefit of higher sales not translated into
profits leaving its operating profit to decline by 1% to Rs 362.73 crore. The
higher interest income and lower tax incidence the net profit has just inched
ahead by 2% to Rs 243.79 crore.

Weak operating performance for the quarter came on high base inflated by
certain one time gain amounting to Rs 76 crore in corresponding previous
period arising on completion of some major projects. Excluding that one time
gain the growth at PBT was higher by 28% to Rs 365.14 crore and the net profit
by 29% toRs 243.79 crore.

SEGMENT PERFORMANCE

Energy business segment has gained by all-round growth in all broad product
categories of fossil power, oil & gas, power transmission and power distribution
with most of the upside come from power transmission and oil & gas. Segment
revenue of oil & gas was higher by 108% (Rs 324.07 crore) while that of power
transmission was higher by 47% (Rs 695.18 crore). The segment revenue of
power distribution was higher by 44% (Rs 274.02 crore) on the other hand the
segment revenue of fossil power albeit on lower base was up by 102% (Rs 57.06
crore).

Revenue of industry business was driven largely by industrial automation,
building technologies and industry solutions as the segment revenue of drive
technologies and mobility register a de-growth of 12% (Rs 309.05 crore) and
15% (Rs 267.16 crore) respectively. The segment revenue of industrial
automation and industrial solutions was higher by 30% (Rs 189.66 crore) and
23% (Rs 291.70 crore) respectively. The revenue of building technologies was
higher by 62% (Rs 159.59 crore).

Segment margin of all business barring industries have contracted significantly.
Even for industries the overall margin of this broad category expanded only
because of strong 1780 bps expansion in segment margin of mobility to 26.3%
which more than offset the margin erosion in all other sub segments of industry.
Thus the segment profit of energy was limited to Rs 201.56 crore even while
that of industry was up by 14% to Rs 132.13 crore. The segment profit of
healthcare was down by 72% to Rs 1.70 crore and that of real estate was lower
by 98% to Rs 79 lakh.

Outlook

Siemen's performance in the first quarter has improved and sales have increased
significantly and were driven by a surge in the product business on account of
increase in domestic demand and a reviving project business across all our
businesses. Company saw order intake of Rs 3987 crore in the quarter taking
outstanding order book to Rs 15132 crore, which is 1.6x to its FY10 sales.
However, considering steep valuation of 24.5x FY12 and extremely competitive
market environment with pricing pressures and inflationary trends in raw
material prices we recommend hold on stock with price target of Rs. 915.
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FINANCIAL SUMMARY (RS CRORES)

YE 2008A 2009A 2010A 2011E 2012E

Revenue 9,680 9,286 9,620 11,433 13,800
% growth (4.1%) 3.6% 18.8% 20.7%
EBITDA 1,117 1,280 1,242 1,505 1,794
% growth 14.6% (3.0%) 21.2% 19.2%
% margin 11.5% 13.8% 12.9% 13.2% 13.0%
EBIT 1,104 1,262 1,124 1,381 1,652
% growth 14.3% (10.9%) 22.9% 19.6%
% margin 11.4% 13.6% 11.7% 12.1% 12.0%
PAT 594 692 800 1,010 1,176
% growth 16.6% 15.6% 26.2% 16.4%
% margin 6.1% 7.5% 8.3% 8.8% 8.5%
FCF' 1,117 1,280 1,110 1,136 1,398
% growth 14.6% (13.3%) 2.3% 23.1%

QUARTERLY PERFORMANCE (RS CRORES)

Dec 10 Sep 10 QoQ Dec 09 YoY

Revenue 2,538 3,025 (16.1%) 1,902 33.4%

EBITDA 363 397 (8.7%) 368 (1.4%)
% margin 14.3% 13.1% 19.3%

EBIT 392 419 6.4%) 384 2.1%
% margin 15.4% 13.8% 20.2%

PAT 244 251 (3.17%) 239 2.2%
% margin 9.6% 8.3% 12.5%

VALUATION ANALYSIS

YE 2010A 2011E 2012E

P/E 36.1x 28.6x 24.5x
EV/EBITDA 21.7x 17.9x 15.0x
Net debt/EBITDA N/M N/M N/M
RoCE? 343%

RoE 24.4%

EPS (Rs) 237 30.0 349
Dividend yield 0.6% 0.7% 0.7%

SHAREHOLDING AS ON DECEMBER 2010

CATEGORY HOLDING % QoQ
Promoters 55.18 0.0%
Foreign 4.62 0.5%
Domestic institutions 22.97 0.2%)
Public/Others 17.23 0.3%)

MARKET DATA (RS UNLESS INDICATED OTHERW ISE)

52 week high /low 884.95/620.60
Face value per share 5.00
Outstanding shares (Crores) 33.7
Market cap (Rs Crores) 28,874.4
ADTV? for 3 months (lakhs) 5.5
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The report and information contained herein is of confidential nature and meant only for the selected recipient and should not be
altered in any way, transmitted to, copied or distributed, in any manner and form, to any other person or to the media or reproduced
in any form, without prior written approval of Axis Securities and Sales Limited (hereinafter referred to as 'ASSL'). The material in this
document/report is based on facts, figures and information that are consider true, correct, reliable and accurate but ASSL does not
guarantee or represent (expressly or impliedly) that the same are true, correct, reliable and accurate, not misleading or as to its
genuineness, fitness for the purpose intended and it should not be relied upon as such. The opinion expressed (including estimates,
facts, figures and forecasts) is given as of the date of this document is subject to change without providing any prior notice of
intimation. ASSL shall have the rights to make any kind of changes and alterations to this report/ information as may be required from
time to time. However, ASSL is under no compulsion to maintain or keep the data/information updated. The information appearing
herein is obtained from publicly available media or other sources believed to be reliable, but ASSL does not guarantee that it is
complete or accurate and it should not be relied on as such. This report/document does not mean an offer or solicitation for dealing
(purchase or sale) of any financial instrument or as an official confirmation of any transaction. ASSL or any of its affiliates/ group
companies shall not be answerable or responsible in any way for any kind of loss or damage that may arise to any person due to any
kind of error in the information contained in this document or otherwise. This document is provided for assistance only and should
not be construed as the sole document to be relied upon for taking any kind of investment decision. The recipient is himself/herself
fully responsible for the risks of any use made of this information. Each recipient of this document should make his/her own research,
analysis and investigation as he/she deems fit and reliable to come at an independent evaluation of an investment in the securities of
companies mentioned in this document (including the merits, demerits and risks involved), and should further take opinion of own
consultants, advisors to determine the advantages and risks of such investment. The investment discussed or views expressed herein
may not suit the requirements for all investors. ASSL and its group companies, affiliates, directors, and employees may: (a) from time
to time, have long or short positions in, and deal (buy and/or sell the securities) thereof, of company (ies) mentioned herein or (b) be
engaged in any other transaction involving such securities and earn commission/brokerage or other compensation or act as advisor
or lender/borrower to such company (ies) or have other potential conflict of interest with respect to any recommendation and related
information and opinions. The applicable Statutory Rules and Regulations may not allow the distribution of this document in certain
jurisdictions, and persons who are in possession of this document, should inform themselves about and follow, any such restrictions.
This report is not meant, 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 not be in
conformation to the law, regulation or which would require ASSL and affiliates/ group companies to obtain any registration or
licensing requirements within such jurisdiction. Neither ASSL nor any of its affiliates, group companies, directors, employees, agents
or representatives shall be held responsible, liable for any kind of consequential damages whether direct, indirect, special or
consequential including but not limited to lost revenue, lost profits, notional losses that may arise from or in connection with the use
of the information. Prospective investors and others are cautioned and should be alert that any forward-looking statements are not
predictions and may be subject to change without providing any notice. Past performance should not be considered as a reference to
future performance..The disclosures of interest statements if any included in this document are provided only to enhance the
transparency and should not be construed as confirmation of the views expressed in the report. The views expressed in this report
reflect the personal views of the author of the report and do not reflect the views of ASSL or any of it's associate and group companies
about the subject company or companies and its or their securities.
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