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Trending higher 
 

ABB reported modest results for Q3’07, with a revenue growth of merely 

28.7% yoy to Rs. 13.8 bn. The soft revenue growth seems to be the result 

of slowdown in the power projects due to the seasonality associated with 

the monsoons. EBITDA increased by 55.9% yoy to Rs. 1.7 bn and margin 

improved by 219 bps due to a decline in the cost of raw material 

consumption and lower cost of purchase of traded goods. Better 

operational performance percolated to the bottomline, resulting in a rise of 

40.8% yoy to Rs. 1.2 bn and improvement in margin by 73 bps to 8.4%. 

 

Driven by technological expertise over its peers, ABB will continue to be a 

major beneficiary of the massive investments in the Indian power and 

infrastructure sector. The Company has embarked on an aggressive capex 

plan of USD 100 mn spread over a period of 2-3 years, with the possibility 

of adding another USD 100 mn as and when required, whereby it plans to 

increase its product offerings. Considering all of the above factors, the 

Company’s strong balance sheet and ABB Global’s increased emphasis on 

ABB India’s operations, we believe the Company will continue its 

expansion drive. 

  

We expect the revenues to grow at a CAGR of 43.2% over FY06-08E to 

Rs. 87.6 bn in CY08E. The stock is currently trading at a P/E of 60.2x for 

CY07E and 40.9x for CY08E. Based on DCF valuation, our target price of 

Rs. 1,751 provides an upside of 16.7% over the current price. Hence, we 

upgrade our rating to Buy.  

 

 

 

 

 

 

 

 

 

Key Figures (Standalone)
Quarterly data Q3'06 Q2'07 Q3'07 QoQ% YoY% M9'06 M9'07 YoY%
(Figures in Rs. mn, except per share data)

Net Sales 10,706 14,009 13,775 (1.7)% 28.7% 28,477 40,909 43.7%
EBITDA 1,106 1,638 1,724 5.2% 55.9% 2,820 4,644 64.7%
Net Profit 821 1,086 1,157 6.6% 40.8% 2,054 3,109 51.4%

Margins(%)

EBITDA 10.3% 11.7% 12.5% 9.9% 11.4%
NPM 7.7% 7.7% 8.4% 7.2% 7.6%

Per Share Data (Rs.)
Adjusted EPS 3.9 5.1 5.5 6.6% 40.7% 9.7 14.7 51.4%

ABB Limited (India) BuyRESULTS REVIEW

Share Data

Market Cap Rs. 317.96 bn

Price Rs. 1,500.45

BSE Sensex 20345.20

Reuters ABB.BO

Bloomberg ABB IN

Avg. Volume (52 Week) 0.03 mn

52-Week High/Low Rs. 1,670 / 638

Shares Outstanding 211.91 mn

Valuation Ratios

Year to 31 Dec 2007E 2008E

EPS (Rs.) 24.9 36.7

+/- (%) 55.3% 47.2%

PER (x) 60.2x 40.9x

EV/ Sales (x) 3.3x 2.3x

EV/ EBITDA (x) 26.5x 18.0x

Shareholding Pattern (%)

Promoters 52

FIIs 18

Institutions 16

Public & Others 14

Relative Performance
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Result Highlights 

 

Net sales for the third quarter ended Sep 07, grew by 28.7% yoy to  

Rs. 13.8 bn supported by 43.2% revenue growth in “Automation 

Technologies” and 19.7% growth in revenue of “Power Technologies”. The 

soft growth in revenues seems to be impacted by a slowdown in power 

project work due to the seasonality factor. EBITDA for the quarter improved 

55.9% yoy to Rs. 1.7 bn and EBITDA margin improved 219 bps to 12.5%. 

The increase in margin was primarily due to lower cost of purchase of 

traded goods (down 128 bps) and reduced raw material costs (down  

16 bps). A healthy EBITDA growth was offset by reduction in other income 

(down 31.6% yoy), resulting in a net profit growth of 40.8% yoy to  

Rs. 1.2 bn and margin of 8.4% (up 73 bps). The Automation business 

primarily contributed to the margin improvement.  
 

Segmental Highlights 
 

Power systems business registered a growth of 26.1% yoy in net sales to 

Rs. 5.1 bn (representing 36.9% of total revenues). In absolute terms, 

operating profit increased by 19.9% yoy, on the other hand operating 

margin compressed by 49 bps. 
 

Power products segment recorded a growth of mere 11.7% yoy in revenue 

to Rs. 3.6 bn - contributing 26% to the total sales. Despite reduced revenue 

growth, operating margin improved by 63 bps. 
 

 

 
 

 

 

 

 

 

 

 

Lower raw material cost 
contributed to margin 
improvement 

Power Technologies margins 
are expected to improve  

8%

10%

12%

14%

16%

Q3'06 Q4'06 Q1'07 Q2'07 Q3'07

Pow er technologies Automation technologies

EBIT margin performance

Source: Company data, Indiabulls research

*Power Technologies includes Power systems and Power products

*Automation Technologies includes Process automation and Automation products
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Process automation segment reported a healthy growth of 45.3% yoy in net 

sales and 73.5% yoy in operating profit. The operating margin also 

improved notably by 214 bps to 13.2%. 
 

Automation products segment showed the most robust results during the 

quarter with a growth of 41.5% yoy in net sales and a whopping  

105.8% yoy rise in operating profit. The operating margin also improved 

impressively by 450 bps to 14.4%. 

 

Order-book status 
 

Order book stood at Rs. 49 bn, an increase of 37.5% yoy while order intake 

was Rs. 16.7 bn. The order book growth was the result of the increased 

orders placed due to massive investments in the India’s power and 

infrastructure sectors. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Key Events 

 

ABB bags JSW contract 

ABB bagged orders worth approx. Rs. 5,120 mn from JSW and their 

associated companies to provide turnkey power and automation solutions 

for their steel and power plant projects.  

 

Order intake is growing at the 
rate of 22.8% yoy 

Source: Company data, Indiabulls research

0

10,000

20,000

30,000

40,000

50,000

60,000

Q3'06 Q4'06 Q1'07 Q2'07 Q3'07

0.0

1.0

2.0

3.0

4.0

5.0

Orders intake Order backlog Book to bill ratio

Continuous growth momentum in the orders



 

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

ABB LTD (INDIA) 
RESEARCH  

EQUITY RESEARCH                           January 03, 2008  

 

 

Outlook 

 

ABB (India) being one of the most efficient and low cost manufacturing 

facilities of ABB Global, aims to pick up its export contribution to minimum 

50% in the long run. Driven by technological expertise over its peers, ABB 

will continue to be a major beneficiary of the massive investments in the 

Indian power and infrastructure sector. The Company has embarked on an 

aggressive capex plan of USD 100 mn spread over a period of 2-3 years, 

with the possibility of adding another USD 100 mn as and when required, 

whereby it plans to increase its product offerings. Considering all of the 

above factors, the Company’s strong balance sheet and ABB Global’s 

increased emphasis on ABB India’s operations, we believe the Company 

will continue its expansion drive. We expect the revenues to grow at a 

CAGR of 43.2% over FY06-08E to Rs. 87.6 bn in CY08E. The stock is 

currently trading at a P/E of 60.2x for CY07E and 40.9x for CY08E. Based 

on DCF valuation, our target price of Rs. 1,751 provides an upside of 

16.7% over the current price. Hence, we upgrade our rating to Buy. 

 

Key risks to our ratings include an increase in prices of raw materials like, 

steel, copper, aluminium etc. and any slowdown in the power sector 

reforms. 

 

 

 

 

 

 

 

 

 

ABB India’s earnings expected 
to grow above 40% yoy in the 
short-term 

Key Figures

Year to Dec CY04 CY05 CY06 CY07E CY08E CAGR (%)

(Figures in Rs mn, except per share data) (CY06-08E)

Net Sales 22,602 29,631 42,740 60,714 87,621 43.2%

EBITDA 2,152 3,182 4,767 7,620 11,216 53.4%

Net Profit 1,534 2,187 3,398 5,278 7,768 51.2%

Margins(%)

EBITDA 9.5% 10.7% 11.2% 12.6% 12.8%
NPM 6.8% 7.4% 8.0% 8.7% 8.9%

Per Share Data (Rs.)
EPS 7.2 10.3 16.0 24.9 36.7 51.2%
PER (x) 26.8x 37.4x 93.6x 60.2x 40.9x



Indiabulls (H.O.), Plot No- 448-451, Udyog Vihar, Phase - V, Gurgaon - 122 001, Haryana. Ph: (0124) 3989555, 3989666 
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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. 

 


