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 ABB India reports mixed performance in 1QCY12: ABB India reported mixed 1QCY12 performance with flat
YoY revenues, impacted by deferment of project bookings and focus on tight working capital management.
EBIDTA margins were impacted by forex losses of INR327m (largely MTM losses on derivative contracts),
adjusted for which net profit was up 35% YoY, broadly in line with our estimates.

 Profitability shows improvement while order momentum moderates: EBITDA margin, adjusting for forex
losses, was up 150bp YoY and the improvement was driven by Power Systems business which showed
turnaround (EBIT margins at 5%) after reporting losses since last  eight quarters. 1QCY12 saw moderation in
order intake momentum, down 4% YoY, impacted by slowdown in industrial sector (largely process automation)
while power segment posted strong double digit growth.

 Management re-iterates its confidence in the Indian market; will continue to invest: Although the company
currently going through a challenging phase due to macro concerns and certain company specific issues, the
management re-emphasized its confidence in the underlying demand in the Indian market and the company's
growth prospects. ABB has nearly trebled its gross fixed assets to INR15b (Dec 2011) over the past 5 years, and
the management reiterated plans to invest in capacities - recently the company announced plans to invest
INR2.5b for setting up power products facility.

 Exports and Services show robust growth: The quarter saw significant traction in exports (~10% of sales)
driven by Middle East and Africa, particularly in Power segment. Services business (~10% of sales) has also
shown strong performance and this continues to be an important focus area.

 Valuation and view: We believe 1QCY12 is the first sign of profitability improvement as (1) ABB has largely
exited RE works, and (2) the benefits of cost reduction measures have started to flow in. We have cut our
earnings estimate by 4%/11% for CY12/13 driven by slower execution. Valuations are rich, and we remain
Neutral on the stock.
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ABB INDIA 1QCY12: Revenues below estimate, margins improve; PAT broadly
in-line; Cutting est 4-11%; Neutral
ABB India reported mixed 1QCY12 performance with flat YoY revenues, impacted by
deferment of project bookings and focus on tight working capital management. EBITDA
margins were impacted by forex losses of INR327m (largely MTM losses on derivative
contracts), adjusted for which net profit was up 35% YoY, broadly in line with our estimates.
 EBITDA margin, adjusting for forex losses, was up 150bp YoY and the improvement

was driven by Power Systems business which showed turnaround (EBIT margins at
5%) after reporting losses since last  eight quarters. Supply chain initiatives started
~5 quarters back have started yielding results with material costs declining from ~74-
75% of sales to 72% now, and the management believes that this improvement is
sustainable.

 1QCY12 saw moderation in order intake momentum, down 4% YoY, impacted by
slowdown in industrial sector (largely process automation) while power segment
posted strong double digit growth. The unexecuted orders pertaining to rural
electrification business stood at INR250m which has remained unchanged from
4QFY11. The company is yet to decide whether it will execute the remaining portion
of the orders.

 In the conference call, the management highlighted that the company is going through
a challenging phase due to current macro concerns; however, it re-emphasized its
confidence in the underlying demand in the Indian market. Industrial demand
continues to be subdued impacted by slowdown in capex cycle due to lack of
confidence in customers and over-capacity in certain segments. Pricing levels have
started to stabilize with pace of decline moderating.

 ABB has nearly trebled its gross fixed assets to INR15b (Dec 2011) over the past 5
years, and the management reiterated plans to invest in capacities - recently the
company announced plans to invest INR2.5b for setting up power products facility.

 The quarter saw significant traction in exports (~10% of sales) driven by Middle East
and Africa, particularly in Power segment. Services business (~10% of sales) has also
shown strong performance and this continues to be an important focus area.

 Valuation and view: We believe 1QCY12 is the first sign of profitability improvement
as (1) ABB has largely exited RE works, and (2) the benefits of cost reduction measures
have started to flow in. We have cut our earnings estimate by 4%/11% for CY12/13
driven by slower execution. Valuations are rich, and we remain Neutral on the stock.

Margins impacted by forex losses; Ex forex shows
Revenues impacted by deferment of project booking meaningful improvement

Source: Company, MOSL
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Order intake momentum moderated due to BTB of 1.2x TTM revenues, range bound for past several
slow industrial demand quarters

Source: Company, MOSL

Segmental Analysis (INR m)

1QCY10 2QCY10 3QCY10 4QCY10 1QCY11 2QCY11 3QCY11 4QCY11 1QCY12

Discrete Automation and Motion

Revenue 3,960 3,649 3,445 4,880 4,174 4,211 4,344 5,271 4,141

Growth YoY (%) 28.4 14.7 -0.4 12.3 5.4 15.4 26.1 8.0 -0.8

EBIT 106 461 484 271 509 320 459 779 432

EBIT Margin (%) 2.7 12.6 14.0 5.6 12.2 7.6 10.6 14.8 10.4

Low Voltage Products

Revenue 973 1,034 1,039 1,440 1,297 1,275 1,391 1,449 1,447

Growth YoY (%) 25.6 25.7 4.4 16.8 33.3 23.3 33.8 0.7 11.5

EBIT -7 -3 40 -12 104 125 29 83 82

EBIT Margin (%) -0.8 -0.3 3.9 -0.8 8.0 9.8 2.1 5.7 5.7

Process Automation

Revenue 2,866 2,259 2,180 4,582 3,298 2,937 2,781 4,255 3,039

Growth YoY (%) 14.0 -27.8 -16.1 -2.2 15.1 30.0 27.5 -7.1 -7.9

EBIT 303 208 -41 346 217 150 64 -54 83

EBIT Margin (%)  10.6  9.2  (1.9)  7.6  6.6  5.1  2.3  (1.3)  2.7

Power Products

Revenue 4,318 4,441 3,992 5,404 4,400 4,688 4,976 5,952 4,580

Growth YoY (%) 1.4 -11.5 -15.7 -8.8 1.9 5.6 24.6 10.1 4.1

EBIT 359 284 -28 204 214 220 164 399 107

EBIT Margin (%)  8.3  6.4  (0.7)  3.8  4.9  4.7  3.3  6.7  2.3

Power Systems

Revenue 3,825 4,173 3,919 6,349 5,723 5,077 5,452 7,314 5,689

Growth YoY (%) -14.5 -10.1 2.8 48.9 49.6 21.7 39.1 15.2 -0.6

EBIT -485 -212 -28 -381 17 -35 23 -14 282

EBIT Margin (%)  (12.7)  (5.1)  (0.7)  (6.0)  0.3 -0.7 0.4 -0.2 5.0

Source: Company/MOSL
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 Current order backlog at INR90b, book to bill ratio
of 1.2x TTM revenues provides reasonable visibility
for CY12.

Key investment risks
 Continued pressure on profitability across business

segments. ABB India performance continue to be
impacted by provisions towards exit costs on rural
electrification projects, increased competitive
intensity, execution headwinds, pricing pressures,
etc.

 Loss of market share to Indian and foreign players
in a growing T&D market in the country as ABB’s
TTM order intake declines 5% YoY.

Valuation and view
 Profitability should show significant improvement

in CY12 on the back of strong cost reduction
measures which the company has taken.We expect
profitability to improve during CY12E with most of
RE orders already executed and benefits of the cost
reduction measures flowing in coming quarters.
Valuations are rich, and we remain Neutral on the
stock.

Sector view
 We remain Neutral on the sector.

Comparative valuations

ABB Siemens Crompton

P/E (x) FY13E 45.7 34.8 11.4
FY14E 30.3 24.7 9.5

P/BV (x) FY13E 5.7 6.4 1.9
FY14E 5.0 5.2 1.6

EV/Sales (x) FY13E 1.8 2.0 0.6
FY14E 1.6 1.6 0.5

EV/EBITDA (x) FY13E 28.5 20.9 6.4
FY14E 19.2 14.0 5.1

* For ABB, FY13 is CY12 and FY14 is CY13

Shareholding Pattern (%)

Mar-12 Dec-11 Mar-11

Promoter 75.0 75.0 75.0

Domestic Inst 12.9 12.8 12.3

Foreign 3.4 3.2 3.3

Others 8.8 9.0 9.4

ABB: an investment profile

Stock performance (1 year)

EPS: MOSL forecast v/s consensus (INR)
MOSL Consensus Variation

Forecast Forecast (%)

CY12 16.4 15.6 5.3
CY13 24.6 21.6 14.1

Target Price and Recommendation
Current Target  Upside Reco.

Price (INR) Price (INR)  (%)

747 640 -14.3 Neutral

Company description
ABB is a worldwide leader in power transmission and
distribution and process automation space. ABB India
is 75% subsidiary of ABB with focus on power T&D and
automation space. Besides power transmission and
distribution, automation products and process
automation are the larger areas of operations. It mainly
caters to the industries like oil and gas, metals and
minerals, power etc. Power T&D and automation
contribute 60% and 40% respectively to revenues of ABB.
Power T&D includes products and project services like
switchgears, transformers, motors, generators, balance
of plant activities etc. Projects and products proportion
in the revenues is about 45% and 55% respectively,
whereas exports contribute ~10% to the total revenues.

Key investment arguments
 Technology leadership due to strong parentage. ABB

is a worldwide leader in power transmission and
distribution and process automation space. The
company is best placed to benefit from revival of
industrial capex cycle.

 Profitability should show significant improvement
in CY12 on the back of strong cost reduction
measures which the company has taken.
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Financials and Valuation
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