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SELL Performance Highlights
Price Rs699 ®  De-growth in the Top-line: ABB India posted a 6.9% yoy de-growth in
Top-line to Rs1,505cr (Rs1,616cr) for 2QCY2009, which was well below our
Target Price Rs499 expectations. The primary reason for the same was the slower-than-
| tment Period 12 th expected execution achieved by the company over the quarter. Though the
nvestment Terio months weakness was witnessed in all the ABB'’s Primary business segments, Sales
Stock Info was mainly impacted by the poor performance of Power-related segments,
_ both of which registered de-growth during the quarter. For 1IHCY2009, the
Sector Capital Goods company posted 8.0% yoy de-growth in Top-line to Rs2,898cr (Rs3,152cr).
Market Cap (Rs cr) 14,812 ) . .
EBITDA Margins take a sharp hit: On the Operating front, the company
Beta 0.8 reported a sharp decline in the quarterly EBITDA Margins by 348bp yoy to
_ 8.5% (12.0%) primarily due to higher Other Expenses, which increased by
52 WK High / Low 947/344 311bp to 13.5% (10.3%, as a % of Net Sales). Though the company’s raw
. material costs decreased slightly by 56bp to 70.8% (71.4%), it could only
Avg. Dally Volume 113532 partially offset the Margin compression due to higher Other Expenses.
Face Value (Rs) 2 Owing to the fall in Margins, EBITDA de-grew by 33.9% yoy to Rs128cr
(Rs194cr) during the quarter. For 1HCY2009 too, the company posted a
BSE Sensex 15,670 30.9% yoy de-growth in EBITDA to Rs255cr (Rs369cr).
Nifty 4,636
®  Disappointing Bottom-line: Interest cost increased by 78.7% to Rs8cr
BSE Code 500002 (Rs4cr) while Depreciation was up 41.7%. Consequently, Net Profit during
NSE Cod ABB the quarter de-grew 36.6% to Rs84cr (Rs132cr), which was again well below
ode our estimates. For 1HCY2009, the company posted 35.1% yoy de-growth in
Reuters Code ABB.BO Bottom-line to Rs162cr (Rs250cr).
Bl berg Cod ABB@IN
COmmuerg ~,ove Key Financials
Shareholding Pattern (%) Y/E Dec (Rs cr) CY2007 CY2008 CY2009E CY2010E
Promoters 52.1 Net Sales 5,930 6,837 6,944 8,194
MF/Banks/Indian Fls 240 % chg 38.8 153 16 18.0
FIl/ NRIs/ OCBs 126 Adj Net Profit 492 547 457 587
_ _ ' % chg 44.5 11.3 (16.6) 28.6
Indian Public/others 11.3
EBITDA (%) 12.3 11.3 10.1 10.6
EPS (Rs) 23.2 25.8 21.6 27.7
Abs. Elll Lyr 3yr PIE (x) 30.1 271 324 25.2
Sensex (%) 37.4 9.2 45.9 P/BV (x) 9.2 7.0 5.9 4.9
ABB (%) 43.4 (9.2) 44.6 ROE (%) 35.2 29.5 19.8 21.2
RoCE (%) 375 33.0 22.0 23.2
Puneet Bambha EV/Sales (x) 2.4 2.1 2.0 17
Tel: 022 — 4040 3800 Ext: 347 EV/EBITDA (x) 19.4 18.8 19.7 15.8
e-mail: puneet.bambha@angeltrade.com Source: Company, Angel Research
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Order Inflows — Key to watch

Order Inflows continue to be a key factor for the company. During the quarter, the
company'’s Order Inflow declined 4.4% yoy to Rs2,112cr (Rs2,209cr). For 1HCY2009, the
same was down 10.0% yoy to Rs4,415cr (Rs4,904cr). Management concurred that
market sentiment has improved, but impact of the ongoing slowdown continues and it
would take some time for conditions to ease. “The economy is entering recovery phase
now coupled with a stable government in place. We remain optimistic on the long-term
business prospects of ABB. However, it still remains to be seen how long before the
stable phase of growth would return,” management commented. The company’s Order
Backlog during the quarter ended higher by 12.5% yoy to Rs7,622cr (Rs6,777cr).

Exhibit 1: Order Inflow (yoy)
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Source: Company, Angel Research

Exhibit 2: Slowing Execution
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Segment-wise Performance

During the quarter, though weakness was witnessed in all ABB’s Primary business
segments, Sales were mainly impacted by poor performance of the Power-related
segments, both of which registered de-growth. Sales of the Power Systems and the Power
Products Segments was down 12.7% and 2.2% yoy respectively, while the Process
Automation and Automation Products Segments registered marginal growth of 2.7% and
2.3%, respectively.

On the Margins front, all the Primary business Segments barring Power Products
registered a Margin compression with Automation Products and Power Systems recording
a maximum impact. EBIT Margins of the Power Systems Segment fell by 412bp to 2.9%
(7.0%), Automation Products by 928bp to 5.5% (14.8%) and Process Automation by 79bp
to 10.3% (11.0%).

Exhibit 3: Segment-wise Performance

Y/E Dec (Rs cr) 2QCY2009 2QCY2008 % chg 1HCY2009 1HCY2008 % chg
Revenues

Power Systems 464.3 532.1 (12.7) 911.4 1,044.2 (12.7)
Power Products 501.7 512.9 (2.2) 927.6 939.1 1.2)
Process Automation 292.2 284.4 2.7 527.7 579.7 (9.0)
Automation Products 404.3 395.3 2.3 788.7 790.3 (0.2)
Others 19.1 275 (30.5) 33.9 386 (12.3)
EBIT

Power Systems 13.3 37.2 (64.2) 41.3 84.8 (51.3)
Power Products 67.9 62.8 8.1 122.0 118.1 3.3
Process Automation 30.0 314 (4.6) 60.6 735 (17.6)
Automation Products 22.4 58.6 (61.8) 50.6 98.3 (48.5)
Others 25 1.9 34.8 15 2.8 (47.3)
EBIT Margin (%)

Power Systems 29 7.0 4.5 8.1

Power Products 13.5 12.2 13.1 12.6

Process Automation 10.3 11.0 11.5 12.7
Automation Products 5.5 14.8 6.4 12.4

Others 13.3 6.8 4.3 7.2

Source: Company, Angel Research

July 31, 2009
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Outlook and Valuation

The outlook for the Sector continues to be bleak especially in the near term. Besides,
there is heightened competitive pressure in the market on account of price undercutting by
some players to win orders. Reflecting the same, is the fact that the Power Transmission
segment has witnessed 15-20% price fall since January 2009 while the damage in the
Distribution Segment has been much steeper with about 25-30% price fall.

At the current price of Rs699, the stock is quoting at premium valuations of P/E of 32.4x
and 25.2x CY2009E and CY2010E EPS respectively. Given the over-stretched valuations,
we expect the stock to underperform and maintain our Sell recommendation on the
stock, with a Target Price of Rs499.

Exhibit 4: 2QCY2009 Performance

Y/E Dec (Rs cr) 2QCY2009 2QCY2008 %chg 1HCY2009 1HCY2008 % chg
Net Sales 1,505.0 1,616.3 (6.9) 2,898.2 3,151.6 (8.0)
Raw Material 1,065.9 1,153.8 (7.6) 2,042.1 2,256.7 (9.5)
(% of Net Sales) 70.8 714 70.5 71.6
Employee Cost 108.5 101.5 6.9 197.1 198.5 (0.7)
(% of Net Sales) 7.2 6.3 6.8 6.3
Other Expenses 202.5 167.2 21.2 403.7 327.3 234
(% of Net Sales) 135 10.3 13.9 10.4
Total Expenditure 1,376.9 1,422.4 (3.2) 2,642.9 2,782.4 (5.0
EBITDA 128.1 1939 (33.9) 255.2 369.2  (30.9)
EBITDA (%) 8.5 12.0 8.8 11.7
Interest 8.0 45 78.7 18.4 10.0 84.3
Depreciation 125 8.8 41.7 23.4 171 36.2
Other Income 20.9 21.3 (2.2) 35.2 39.8 (11.7)
Profit before Tax 128.4 2019 (36.4) 248.7 382.0 (34.9)
(% of Net Sales) 8.5 12.5 8.6 12.1
Total Tax 44.8 70.1  (36.1) 86.7 1325 (34.5)
(% of PBT) 34.9 34.7 34.9 34.7
Reported PAT 83.6 131.8 (36.6) 162.0 2495 (35.1)
(% of Net Sales) 5.6 8.2 5.6 7.9

Source: Company, Angel Research

July 31, 2009
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DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. Persons into whose
possession this document may come are required to observe these restrictions.

Opinion expressed is our current opinion as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this material, there may be
regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to
change without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true and are for general guidance only. While every
effort is made to ensure the accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the information. No one can use
the information as the basis for any claim, demand or cause of action.

Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this document should make such investigations as it deems necessary to arrive
at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult their own advisors to determine the
merits and risks of such an investment. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance. Certain transactions -
futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. Reports based on technical analysis centers on studying
charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.

We do not undertake to advise you as to any change of our views expressed in this document. While we would endeavor to update the information herein on a reasonable basis, Angel Broking, its
subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the information current. Also there may be regulatory, compliance, or other reasons that
may prevent Angel Broking and affiliates from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without
notice.

Angel Broking Limited and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities of
the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect
to company/ies mentioned herein or inconsistent with any recommendation and related information and opinions.

Angel Broking Limited and affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies
referred to in this report, as on the date of this report or in the past.

Sebi Registration No : INB 010996539

Buy (Upside > 15%) Accumulate (Upside upto 15%) Neutral (5 to -5%)

Ratings (Returns) :
Reduce (Downside upto 15%) Sell (Downside > 15%)
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