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Back on recovery path with promising outlook 

For Q2’09, ABB Limited (India)’s revenue declined by 7.1% yoy to  

Rs. 15.1 bn. EBITDA declined by 32.5% yoy to Rs. 1.4 bn due to an 

increase in employee costs and other expenditures. In the  

near-to-medium term, we expect the Company to benefit from the 

increasing Infrastructure investments, expansion plans in the Power sector, 

and a revival of corporate capex cycle, which should give a boost to the 

Company’s order book. 

Order book to improve: In Q2’09, ABB secured Rs. 21.1 bn worth of new 

orders. Most of these orders have been placed by government utilities. At 

the end of Q2’09, the Company had an outstanding order book of  

Rs. 76.2 bn, which represents 1.1x of FY08 revenue. Going forward, we 

expect the Power segment of the Company to get a boost from the 

investments in the Power sector by the Government of India (GoI). GoI has 

envisaged a capacity addition of more than 78,000 MW in XIth five year 

plan, and around 100,000 MW in XIIth five year plan to address the current 

power deficit and increasing demand for power in the country. Accordingly, 

we expect robust order inflows for the Company in the  

near-to-medium term. 

Resumption of corporate capex plans: Improving business environment 

on account of recovering global economies, a low cost of borrowing, and 

sufficient liquidity should fuel the Industrial growth. Consequently, we 

expect a resumption of capital expenditure plans in key sectors such as 

Cement, Oil and gas, Minerals. An increase in capital expenditure in the 

key sectors augurs well for the Industrial segment of the Company, which 

provides automation products and solutions, and contributes ~40% of the 

total revenue of the Company. 

Key Figures

Quarterly data Q2'08 Q1'09 Q2'09 QoQ% YoY%

(Figures in Rs. mn, except per share data)

Net Sales 16,304        14,061         15,148         7.7% (7.1)%

Adj. EBITDA 2,042 1,401 1,379 (1.5)% (32.5)%

Adj. Net Profit 1,318 784 836 6.7% (36.6)%

Margins(%)

EBITDA 12.5% 10.0% 9.1%

NPM 8.1% 5.6% 5.5%

Per Share Data (Rs.)

Adj. EPS 6.2 3.7 3.9 6.7% (36.6)%

ABB Limited (India) HoldRESULTS REVIEW

Share Data

Market Cap Rs. 168.6 bn

Price Rs. 795.80

BSE Sensex 16,741.30

Reuters ABB.BO

Bloomberg ABB IN

Avg. Volume (52 Week) 0.11 mn

52-Week High/Low Rs. 856.95 / 344

Shares Outstanding 211.91 mn

Valuation Ratios

Year to 31 Dec 2009E 2010E

EPS (Rs.) 25.6 32.6

+/- (%) (0.7)% 27.2%

PER (x) 31.0x 24.4x

EV/ Sales (x) 2.4x 2.0x

EV/ EBITDA (x) 18.9x 15.7x

Shareholding Pattern (%)

Promoters 52

FIIs 12

Institutions 22

Public & Others 14

Relative Performance
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Power T&D segment’s growing importance: The government has 

planned huge investments to scale up the inter-regional power 

transmission capacity from the current 17,000 MW to 37,000 MW by 2012. 

Besides, every 1 MW of addition in power generation capacity requires 

7 MVA of new transformer capacity addition to facilitate the transfer of 

power. The government is also emphasising on reducing the T&D losses 

(India-27%, World-15%), by strengthening the grids and replacing old T&D 

equipments. Consequently, we expect the Company’s offering of power 

T&D product and solutions to have robust order inflows in near to medium 

term future. 

 

Valuation 

We have valued ABB by using a combination of the Discounted Cash Flow 

(DCF) model and the Peer-based Multiple method. We have assigned 

subjective weights of 70% to our DCF and 30% to our Peer-based Multiple 

methodologies for calculating the fair value estimate. This valuation model 

yields a fair value of Rs. 798 per share. We believe that the stock is fairly 

valued at the CMP. Thus, we give the stock a Hold rating. 
 
 

Valuation Method Value (Rs.) Weight (%)
Discounted Cash Flow 811 70%
Peer Based Multiple 768 30%
Weighted Average Fair Value 798 100%

Weighted average value per share

 
 
 

• In our DCF valuation, we have arrived at a fair value estimate of 

Rs. 811, assuming a WACC of 15.6% and a terminal growth rate of 5%.  

• In the Peer-Based valuation, we have made a comparison based on the 

EV/EBITDA multiples (FY10) for ABB’s peers. Based on a peer-group 

average EV/EBITDA multiple of 17.4x FY10 earnings, and our estimated 

trailing-twelve-month EBITDA (March, 2010) at Rs. 9.1 bn, we arrive at a 

share price of Rs. 768.   
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Result Highlights and Outlook  

In Q2’09, the Company’s revenue declined by 7.1% yoy to Rs. 15.1 bn, 

mainly due to fall in revenue in the power segment.  

 

Power Systems and Power Products revenue, which contributes ~60% of the 

total revenue, declined 12.8% and 2.2% yoy, respectively, in Q2’09. 

Meanwhile, the Process Automation and Automation Products performed 

relatively better, with revenues picking up by a 2.7% and 2.3% yoy. The 

growth in these segments was moderate due to the revival of spending by 

private players in the Q2’09. 

 

Going forward, we expect a healthy order-inflow for the Company on the 

back of increasing infrastructure investments in the country and expected 

recovery in the economy. Accordingly, we have upwardly revised our 

estimates and expect order book of the Company to be ~Rs. 77 bn and  

Order Book- Sustainable Grow th 
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P/E FY10 FY11

Alstom 544.5            36,495 32,355 27.1x 14.5x 11.5x

BHEL 2,275.6         1,113,906 1,036,060 35.6x 18.3x 13.5x

Crompton Greaves 313.3            114,851 120,274 20.6x 12.8x 10.6x

L&T 1,644.4         962,530 1,062,238 33.1x 20.4x 15.8x

Siemens 560.8            189,079 175,510 31.4x 21.2x 20.6x

MEAN 17.4x 14.4x

MEDIAN 18.3x 13.5x

Valuation

EV 159,180

Net Debt (3,482)

Share Price 768

EV/EBITDA
Company Stock Price 

(Rs.)
Market Cap 

(Rs. Mn)
Enterprise 

Value (Rs. Mn)



 

Please see the end of the report for disclaimer and disclosures. -4- 

ABB LTD (INDIA) 
RESEARCH  

EQUITY RESEARCH                        September  18, 2009 

 

 

~Rs. 96 bn in FY09 and FY10, respectively, as against Rs. 61 bn in FY08. 

 

In Q2’09, EBITDA declined by 32.5% yoy to 1.4 bn, mainly on account of an 

increase in other expenditures (18.5% yoy) and employee cost 

(6.9% yoy). Net profit was affected further due to a higher depreciation 

charge during Q2’09 vis-à-vis Q2’08, as the Company had increased its 

capacity in 2008. As a result, net profit margin stood at 5.5% in Q2’09, as 

against 8.1% in Q2’08.  

 
Key Figures
Year to Dec FY06 FY07 FY08 FY09E FY10E CAGR (%)
(Figures in Rs. mn, except per share data) (FY08-10E)

Net Sales 42,740   59,303   69,464   70,095   80,946   7.9%
EBITDA 4,767 7,246 8,814 8,721 10,516 9.2%
Adj. Net Profit 3,403 4,917 5,474 5,434 6,911 12.4%

Margins(%)

EBITDA 11.2% 12.2% 12.7% 12.4% 13.0%
NPM 8.0% 8.3% 7.9% 7.8% 8.5%

Per Share Data (Rs.)
Adj. EPS 16.1 23.2 25.8 25.6 32.6 12.4%
PER (x) 49.6x 34.3x 30.8x 31.0x 24.4x
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Disclaimer 
 
This report is not for public distribution and is only for private circulation and use. The Report should not be reproduced 
or redistributed to any other person or person(s) in any form. No action is solicited on the basis of the contents of this 
report. 
 
This material is for the general information of the authorized recipient, and we are not soliciting any action based upon it. 
This report is not to be considered as an offer to sell or the solicitation of an offer to buy any stock or derivative in any 
jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Indiabulls 
Securities Limited. It does not constitute a personal recommendation or take into account the particular investment 
objectives, financial situations, or needs of individual clients. You are advised to independently evaluate the investments 
and strategies discussed herein and also seek the advice of your financial adviser. 
 
Past performance is not a guide for future performance. The value of, and income from investments may vary because of 
changes in the macro and micro economic conditions. Past performance is not necessarily a guide to future 
performance. 
 
This report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, 
and it should not be relied upon as such. Any opinions expressed here in reflect judgments at this date and are subject to 
change without notice. Indiabulls Securities Limited (ISL) and any/all of its group companies or directors or employees 
reserves its right to suspend the publication of this Report and are not under any obligation to tell you when opinions or 
information in this report change. In addition, ISL has no obligation to continue to publish reports on all the stocks 
currently under its coverage or to notify you in the event it terminates its coverage. Neither Indiabulls Securities Limited 
nor any of its affiliates, associates, directors or employees shall in any way be responsible for any loss or damage that 
may arise to any person from any error in the information contained in this report. 
 
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal 
views about the subject stock and no part of his or her compensation was, is or will be, directly or indirectly related to 
specific recommendations or views expressed in this report. No part of this material may be duplicated in any form and/or 
redistributed without Indiabulls Securities Limited prior written consent.  
 
The information given herein should be treated as only factor, while making investment decision. The report does not 
provide individually tailor-made investment advice. Indiabulls Securities Limited recommends that investors 
independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial 
adviser. Indiabulls Securities Limited shall not be responsible for any transaction conducted based on the information 
given in this report, which is in violation of rules and regulations of National Stock Exchange or Bombay Stock Exchange. 

 


