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ABB India
Capital Goods

A sub-par revenue and order inflow

ABB India (ABB) reported muted revenue of INR 29bn, +5% YoY compared to double-digit growth reported in last 14
quarters. Note that revenues grew by 19%, 24%, 22% and 20% in CY21, CY22, CY23 and H1CY24 respectively. Order inflow
for the quarter was INR 34bn, + 11% YoY. The order inflow in last few quarters has been aided by large order inflow (high
lifecycle). As a result, the order backlog is INR 100bn — comprising of 75% from base orders (muted) and 25% from large
orders. Thus, we expect revenues growth to be subdued in near term compared to recent history. Margins continues to
surprise positively with EBITDA margin at 18.6%, up 280bps YoY — aided by execution in high-margin large orders contract.
The stock is currently trading at 75x CY25E earnings. We maintain REDUCE rating with a revised TP of INR 6,700 per share.

Muted revenue growth
ABB reported revenue of INR 29.1bn in Q3CY24 — muted growth 5% YoY led
by execution of base orders in the electrification and motion segments, which
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gross margin stands at 43.4% in Q3CY24, up 667bps YoY, primarily owing to
execution of high-margin orders.

Muted order print

Ol in Q3CY24 stands at INR 33.4bn, up 11% YoY for both base and large
orders. Ol was led by the electrification segment contributing 53% of total
inflow; it grew 71% YoY on with orders from data centres and railway
divisions. This was partly offset by a YoY drop in inflow from the motion
segment, mainly due to headwinds in motors which is its major contributor.

OB close to INR 100bn

OB is healthy at ~INR 100bn with base orders and large orders contributing
75% and 25% share, respectively.

Maintain REDUCE; TP revised to INR 6,700
We maintain our REDUCE rating on the stock with a revised TP of INR 6,700
(INR 7,300 earlier) based on 70x CY25E earnings.

Financial Summary

Y/E Dec-31 (INR mn) CY22A CY23A CY24E CY25E
Net Revenue 85,675 1,04,465 1,19,947 1,37,892
EBITDA 9,619 14,840 22,187 24,652
EBITDA Margin (%) 11.2 14.2 185 17.9
Net Profit 10,256 12,408 18,259 20,274
EPS (INR) 36.4 58.5 86.1 95.6
EPS % Chg YoY 66.9 80.8 47.2 11.0
P/E (x) 2203 121.9 828 74.6
EV/EBITDA (x) 153.4 98.7 66.0 58.7
RoCE (%) 155 23.0 30.2 29.0
RoE (%) 22.8 228 30.1 28.9
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Market Data

Market Cap (INR) 1,512bn
Market Cap (USD) 17,973mn
Bloomberg Code ABB IN
Reuters Code ABB.BO
52-week Range (INR) 9,200 /4,141
Free Float (%) 25.0
ADTV-3M (mn) (USD) 31.0
Price Performance (%) 3m 6m 12m
Absolute (4.5) 6.5 712
Relative to Sensex (5.4) (1.1) 47.7
ESG Score 2023 2024 Change
ESG score 68.3 70.6 2.3
Environment 50.0 59.4 9.4
Social 74.1 71.8 -2.3
Governance 77.0 80.0 3.0

Note - Score ranges from 0 - 100 with a higher
number indicating a higher ESG score.

Source: SES ESG, I-sec research
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Q3CY24 conference call highlights

Financial highlights

e Revenue grew 5% YoY to INR 29.1bn led by execution of mainly base orders from
the electrification and motion segments. Revenue declined YoY in the process
automation and robotics automation segments.

e EBITDA grew 23% YoY to INR 5.4bn as EBITDA margins improved 280bps YoY.

e Otherincome was up 21% YoY to INR 929mn due to increase in fixed deposits and
interest on tax refund.

e Asaresult, PAT grew 22% YoY to INR 4.4bn.

Why was margin higher YoY?

e Margin was higher led by lower input costs where gross margins grew 667bps
YoY; execution of high-margin orders and better capacity utilisation during the
quarter.

e Margin for motion segment (37% contribution in revenue) was up 370bps YoY;
better-margin orders executed in drives product division.

e Higher share of services business, which has better margins, in the process
automation segment.

OB highlights

e OB, at ~INR 100bn, was up 25% YoY led by motion at INR 39bn, electrification at
INR 34bn (up 64% YoY), process automation at INR 25bn, robotics and discrete
automation at INR 3bn.

e Olremained healthy at INR 33.4bn, up 11% YoY in Q3CY24 for both base and large
orders. Growth was led by electrification division (up 71% YoY), which was partly
offset by deceleration in other segments, mainly motion segment (down 26% YoY).

e OB consists of 75% base orders and 25% large orders.

Others
e Forlarge orders, revenues are linked to project milestones.

e Capex of INR 1.35bn was done in 9MCY24, mainly for expansion and
modernisation of its manufacturing plants.

Quarterly result highlights

INR mn Q3CY24 Q3CY23 YoY (%) Q2CY24 QoQ(%)
Revenue 29,122 27,692 5.2 28,309 2.9
EBITDA 5,402 4,385 232 5,425 (0.4)
Margin 18.6 15.8 271bps 19.2 -61bps
Depreciation 328 303 8.4 310 6.0
Finance Cost 30 9 240.9 45 (33.5)
Other Income 929 768 20.9 868 7.1
Extraordinary income - - -

PBT 5,973 4,842 234 5,938 0.6
Tax 1,568 1,222 283 1,511 3.8
tax rate 26.3 25.2 102bps 25.5 80bps
Reported PAT 4,405 3,620 21.7 4,426 (0.5)
Adjusted PAT 4,405 3,620 21.7 4,426 (0.5)
Margin(%) 15.1 13.1 205bps 15.6 -51bps
EPS 20.8 17.1 21.7 209 (0.5)
Gross Margin (%) 43% 37% 7bps 43% 1bps

Source: |-Sec research, Company data
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Segmental quarterly highlights

Q3CY24

Q3CY23

YoY(%)

Q2CY24

QoQ(%)

YoY(%)

Revenue

Robotics

Motion

Electrification
Industrial automation
Total

Unallocable income
Less: intersegmental
Excise

Net Revenue

EBIT

Robotics

Motion

Electrification
Industrial automation
Total

EBIT Margin
Robotics

Motion

Electrification
Industrial automation

1,113
10,795
11,540
5,963
29,410
47
(335)

29,122

163
2,496
2,397
1,145
6,202

14.7
23.1
20.8
19.2

1,183
9,810
10,420
6,756
28,169
24
(502)

27,692

142
1,899
2,011

983
5,034

12.0
19.4
19.3
145

(5.9)
10.0
10.7

(11.7)

4.4

(33.2)
5.2

153
315
19.2

17
23.2

269bps
377bps
147bps
466bps

843
10,758
11,214
6,327
29,142
44
(877)

28,309

123
2,490
2,594
1,023
6,230

14.6
23.1
23.1
16.2

32.1
0.3
2.9

(5.8)
0.9

2.9

32.9
0.2
(7.6)
12
(0.5)

9bps
-2bps
-236bps
304bps

4,161
37,851
41,772
22,361

1,06,145

125
(1,804)

1,04,465

530
6,014
7,746
2,749

17,039

12.7
15.9
18.5
123

2,333
33,671
35,297
15,732
87,032

290
(1,647)

85,675

293
4,125
4,878
2,007

11,302

12.6
12.3
13.8
12.8

78.3
12.4
18.3
42.1
22.0

9.5
219

80.8
45.8
58.8

37
50.8

17bps
364bps
472bps
-46bps

Source: |-Sec research, Company data

Segmental Ol and OB highlights

Q3CY24

Q3CY23

YoY(%)

Q2CY24

QoQ(%)

YoY/(%)

Order Intake
Robotics

Motion

Electrification
Industrial automation
Total

Unallocable

Order Book

Robotics

Motion

Electrification
Industrial automation
Total

750
10,480
17,660

4,990
33,880

2,660
39,090
34,260
24,560
99,950

1,160
14,170
10,320
5,290
30,040
(900)

2,290
30,010
20,860
28,020
80,080

(35.3)
(26.0)
71.1
(5.7)
12.8

16.2
30.3
64.2
(12.3)
24.8

1,570
13,290
14,320

5,330
34,510

3,020
39,300
27,780
25,560
95,170

(52.2)
(21.1)
233
(6.4)
(1.8)

(11.9)
(0.5)
23.3
(3.9)

5.0

3,900
51,590
45,040
24,710

1,25,240

1,870
35,060
19,590
28,800
84,040

3,420
36,632
37,135
25,046

1,00,280
(1,953)

2,110
21,060
15,830
26,450
64,680

14.0
40.8
21.3
(1.3)
24.9

(11.4)
66.5
238

8.9
29.9

Source: I-Sec research, Company data
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Shareholding pattern

%

Promoters

Institutional investors
MFs and others
Fls/Banks
Flls

Others

Mar24

75.0
17.2
4.2
1.0
12.0
7.8

Outlook and valuation

We believe ABB India (ABB) may be one of the major beneficiaries of increasing
investments in automation, digitisation, productivity and efficiency. The government’s
strong capex push in areas of renewables, water and waste water, manufacturing,
infrastructure, warehouse and logistics, electrical vehicles, transport infrastructure,
etc., augurs well for ABB’s growth led by its highly diversified product portfolio. Given
its strong distribution network, wide product range and access to parent’s technology,
we expect it to receive a reasonable number of orders from the industries it caters to.

The company has been able to: 1) build a strong OB from diverse-user industries; and
2) expand gross margin by maintaining product pricing despite declining raw material
costs and improving utilisation.

However, ABB reported muted revenue growth of 5% to INR 29bn in Q3CY24.
Operating margin in Q3CY24 is at 18.6% (vs. 15.8% YoY). OB remains healthy at close
to INR 100 bn; however, 25% of OB belongs to large orders for which timely execution
and achievement of project milestones will be key. Also order inflow in motion segment
has dropped YoY in Q3CY24.

We maintain the stock at REDUCE and revise the target price to INR 6,700 (vs INR
7,300 earlier), based on 70x CY25E EPS.

Downside risks: 1) Sustenance of operating margins; and 2) Material acceleration in
order execution.

Upside risks: 1) further improvement in margins; and 2) order booking beyond
guidance.

Earnings revision (INR mn)

Particulars CY24E CY25E

New Old Chng (%) New Old Chng (%)
Revenues 1,19,947 1,34,491 -11% 1,37,892 1,63,712 -16%
EBITDA 22,187 22,312 -1% 24,652 26,083 -5%
PAT 18,259 25,099 -27% 20,274 29,412 -31%

Source: I-Sec research, Company data

Price chart
Jun‘24 Sep‘24 10000 -
75.0 75.0 8000 -
17.7 17.6 6000
4.5 3.7
1.0 15 §4000-
122 124 <5000 |
7.3 7.4
Oo+———7T—7—"7"7"7T—7—TTT 7T T T T T T
AN N NN N NOOOm OO S S S YT TS
RN SR B B B B B S
8 5§85 8583252365§88322286382¢%3
zZ = S 0n z - = s 0wz - =3 0w zZ

Source: Bloomberg

Source: Bloomberg

India | Equity Research



ABB India | Q3CY24 results review | 06 November 2024

Financial Summary

Profit & Loss
(INR mn, year ending Dec-31)

Cashflow statement
(INR mn, year ending Dec-31)

CY22A CY23A CY24E CY25E
Net Sales 85,675 1,04,465 1,19,947 1,37,892
Operating Expenses 20,630 23,600 26,752 31,608
EBITDA 9,619 14,840 22,187 24,652
EBITDA Margin (%) 11.2 14.2 185 17.9
Depreciation & Amortization 1,047 1,142 1,262 1,342
EBIT 8,572 13,699 20,925 23,311
Interest expenditure 131 127 127 129
Other Non-operating 1795 3017 3612 3922
Income
Recurring PBT 10,235 16,589 24,411 27,104
Profit / (Loss) from
Associates ) ) . .
Less: Taxes 3,372 4,180 6,152 6,830
PAT 6,864 12,408 18,259 20,274
Less: Minority Interest - - - -
Extraordinaries (Net) 3,393 - - -
Net Income (Reported) 10,256 12,408 18,259 20,274
Net Income (Adjusted) 7,712 12,408 18,259 20,274

Source Company data, I-Sec research
Balance sheet
(INR mn, year ending Dec-31)

CY22A CY23A CY24E CY25E
Total Current Assets 78,260 99,633 1,02,344 1,38,137
of which cash & cash eqv. 31,491 48,162 48,226 63,905
Total Current Liabilities & 43788 50566 51516 69,966
Provisions
Net Current Assets 34,471 49,067 50,828 68,172
Investments 4,932 - - -
Net Fixed Assets 8,400 8,792 9,031 8,689
ROU Assets - - - -
Capital Work-in-Progress 693 560 1,060 560
Total Intangible Assets - - - -
Other assets - - - -
Deferred Tax Assets - - - -
Total Assets 48,496 58,419 60,919 77,421
Liabilities
Borrowings - - - -
Deferred Tax Liability (898) (1,027) (1,027) (1,027)
provisions - - - -
other Liabilities - - - -
Equity Share Capital 424 424 424 424
Reserves & Surplus 48,970 59,022 61,522 78,024
Total Net Worth 49,394 59,446 61,946 78,448
Minority Interest - - - -
Total Liabilities 48,496 58,419 60,919 77,421

Source Company data, I-Sec research

CY22A CY23A CY24E CY25E
Operating Cashflow 11,706 10,520 19,648 22,920
Working Capital Changes 272 (3,157) - 1,175
Capital Commitments (6,774) 3,128 (1,262) (836)
Free Cashflow 18,480 7,392 20,909 23,755
Other investing cashflow - - - -
Cashflow from Investing
Activities (6,774) 3,128 (1,262) (836)
Issue of Share Capital (148) 3,855  (11,984) 0
Interest Cost (131) (127) (127) (129)
Inc (Dec) in Borrowings - - - -
Dividend paid (1,166) (6,212) (6,212) (1,272)
Others 1,127 5,507 0 (4,940)
Cash flow from Financing
Activities (319) 3,023 (18,322) (6,341)
Chg. in Cash & Bank 4613 16671 64 15743
balance
Closing cash & balance 31,491 48,162 48,226 63,905

Source Company data, I-Sec research
Key ratios
(Year ending Dec-31)

CY22A CY23A CY24E CY25E
Per Share Data (INR)
Reported EPS 324 58.5 86.1 95.6
Adjusted EPS (Diluted) 36.4 58.5 86.1 95.6
Cash EPS 53.3 63.9 92.1 102.0
Dividend per share (DPS) 4.0 4.0 4.4 4.8
Book Value per share (BV) 233.0 280.4 292.2 370.0
Dividend Payout (%) 12.4 6.8 5.1 5.0
Growth (%)
Net Sales 236 219 14.8 15.0
EBITDA 72.8 54.3 49.5 11.1
EPS (INR) 66.9 80.8 472 11.0
Valuation Ratios (x)
P/E 220.3 121.9 82.8 74.6
P/CEPS 1338 111.6 775 70.0
P/BV 30.6 254 244 19.3
EV /EBITDA 153.4 98.7 66.0 58.7
P/ Sales 17.6 14.5 12.6 11.0
Dividend Yield (%) 0.1 0.1 0.1 0.1
Operating Ratios
Gross Profit Margins (%) 35.3 36.8 40.8 40.8
EBITDA Margins (%) 11.2 14.2 18.5 17.9
Effective Tax Rate (%) 329 25.2 25.2 25.2
Net Profit Margins (%) 8.0 11.9 15.2 14.7
NWC / Total Assets (%) 0.1 0.0 0.0 0.1
Net Debt / Equity (x) (0.7) (0.8) (0.8) (0.8)
Net Debt / EBITDA (x) (3.8) (3.2) (2.2) (2.6)
Profitability Ratios
RoCE (%) 15.5 23.0 30.2 29.0
ROE (%) 228 22.8 30.1 28.9
RolC (%) 15.5 23.0 30.2 29.0
Fixed Asset Turnover (x) 10.8 12.2 135 15.6
Inventory Turnover Days 67 61 51 65
Receivables Days 99 98 93 102
Payables Days 145 133 119 125

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return
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that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation
was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are
not associated persons of the ICICI Securities Inc. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies
mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
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