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Strong performance continues...
Quick Pointers:

®  Better price realization, revenue mix, volume growth and increased capacity
utilization, resulted in 303bps YoY EBITDA margin expansion.

®  Short cycle orders led order inflows growth of 64% YoY to Rs27.7bn.

ABB India (ABB) reported strong quarterly performance with revenue growth
of 44% YoY, driven by short cycle orders and strong traction in exports
business, with EBITDA margin expansion of 303bps YoY to 9.7% led by better
revenue mix & price realization, healthy volume growth and increased
capacity utilization. Revenue contribution from distribution channel
increased to 34% from 30% in Q2CY21, driven by penetration in tier 3/4 cities.
Going forward, order inflows momentum to continue led by companies focs
on strong customer connect through diversified channels. Order pipeline
remains strong from high growth sectors such as data center, railways &
Metro, F&B and renewables, metals, cements, Oil & Gas. High growth
segment such as data centre, renewables, water & wastewater, warehouse
logistics, Electronics, F&B, railway, metro etc. will likely be key growth
drivers in the medium term. Management targets PBT margins of ~10% going
forward.

We remain positive on ABB in long run, given is diversified business model,
focus on high growth segment, organic as well as inorganic growth and
healthy exports outlook. Given robust enquiry pipeline, increasing share of
short cycle orders, penetration in Tier 3 & 4 markets driving volume growth
across businesses and focus on operational efficiencies, we have revised our
earnings estimates upwards by 14%/8.5% for CY22/CY23. Stock is trading at
PE of 91.9x/73.1x/60.2 CY22/23/24E. We roll forward our estimated to CY24
and upgrade rating to ‘Accumulate’ from Hold with revised TP of Rs3,115
(Rs2,293 earlier) valuing it at PE of 67x CY24E.

Short cycle orders drive revenue: Sales came in at Rs20.5bn, up 44% YoY, (PLe
~Rs17.2bn), led by better execution of opening order book. Motion segment
revenue grew 66.6% to Rs8.3bn, Electrification 45.3% to Rs8.4bn, Process
Automation 38.5% to Rs3.7bn. While Robotics segment declined 45.9% to
Rs482mn, partly impacted due to supply chain constraints and last year revenue
had one-time conversion of significant electronics book. Gross margins expanded
to 35.7% vs 33.6% in Q2CY21. EBITDA came in at ~Rs2bn (up 110% YoY), (PLe:
Rs1.5bn), with margins expanding by 303bps YoY to 9.7%. Adj. PAT came in at
Rs1.5bn (PLe ~Rs1.2bn), owing to better operational performance.

High growth sectors drive order inflows: Order inflows grew 64% YoY to
Rs27.7bn, driven by short cycle orders. Order book stands at ~Rs60bn, up 31%
YoY (0.8x TTM revenue), providing revenue visibility for next couple of quarters.
Off the total order book large order accounts ~Rs2.5bn.
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Exhibit 1: Strong Quarterly Performance
Y/e March (Rs mn) Q2CY21 Q3CY21 Q4CY21 QICY22 Q2CY22 YOY(?/E)' QOQ(%}/E)' HICY22 HICY21 YOY(%
Revenue 14,250 17,784 21,015 19,684 20,525 44.0 4.3 40,209 30,541 31.7
Total Revenues 14,250 17,784 21,015 19,684 20,525 44.0 4.3 40,209 30,541 31.7
Expenditure 13,302 16,095 19,163 17,805 18,538 39.4 4.1 36,342 28,558 27.3
as % of sales 93.4 90.5 91.2 90.5 90.3 90.4 93.5
Consumption of RM 9,099 11,037 13,621 12,429 12,529 37.7 0.8 24,958 20,321 22.8
as % of sales 63.9 62.1 64.8 63.1 61.0 62.1 66.5
Employee Cost 1,391 1,441 1,513 1,750 1,457 4.7 (16.8) 3,207 2,929 9.5
as % of sales 9.8 8.1 7.2 8.9 7.1 8.0 9.6
Other expenditure 2,812 3,617 4,029 3,626 4,552 61.9 25,5 8,178 5,309 54.0
as % of sales 19.7 20.3 19.2 18.4 22.2 20.3 17.4
EBITDA 948 1,689 1,852 1,879 1,988 109.8 5.8 3,866 1,983 95.0
Depreciation 284 263 227 257 253 (10.8) (1.3) 510 537 (4.9)
EBIT 664 1,426 1,625 1,622 1,734 161.4 6.9 3,356 1,446 132.1
Other Income 252 248 599 373 253 0.5 (32.0) 626 792 (21.0)
Interest 16 20 39 15 28 76.9 91.2 43 48 (9.8)
Exceptional Item - - (468) (2,934) - (2,934) (745)
PBT 900 1,654 2,653 4,913 1,959 117.8 (60.1) 6,873 2,936 134.1
Total Tax 216 454 717 1,212 489 125.8 (59.7) 1,701 746 127.9
Reported PAT 683 1,200 1,936 3,701 1,471 115.3 (60.3) 5,172 2,189 136.2
Adjusted PAT 683 1,200 1,594 1,491 1,471 115.3 (1.4) 2,962 1,638 80.8
Adj. EPS 3.2 5.7 9.1 7.0 6.9 115.3 (1.4) 14.0 77 80.8
Margins (%) Q2CY21 Q3CY21 Q4CY21 QICY22 Q2CY22 bps bps HICY22 HICY21 bps
EBIDTA 6.6 9.5 8.8 9.5 9.7 303 14 9.6 6.5 312
EBIT 4.7 8.0 7.7 8.2 8.4 379 21 8.3 4.7 361
EBT 6.3 9.3 12.6 25.0 9.5 323 (1,542) 17.1 9.6 748
PAT 4.8 6.7 7.6 7.6 7.2 237 (41) 7.4 54 200
Effective Tax rate 24.1 27.5 27.0 24.7 24.9 88 27 24.7 254 (68)
Source: Company, PL
Exhibit 2: Segmental Performance
Segmental Performance Q2CY21 Q3CY21 Q4CY2L QICY22 Q2CY22 YOY(%' QOQ(E)’/;)' HICY22 HiCY2l YOY(%
Revenue
Robotics & Discrete Automation 890 639 544 647 482 (45.9) (25.5) 1,128 1,369 (17.6)
Motion 5,005 7,002 7,599 7,157 8,339 66.6 16.5 15,496 11,316 36.9
Electrification 5,766 6,933 8,493 8,610 8,378 45.3 2.7) 16,988 12,096 40.4
Process Automation 2,674 3,396 4,708 3,421 3,704 38.5 8.3 7,125 5,930 20.2
Others 90 108 60 111 112 25.5 15 223 336 (33.7)
Less Intersegmental a74) (294) (390) (261) (490) 181.0 87.4 (751) 506 (248.3)
Total 14,250 17,784 21,015 19,684 20,525 44.0 4.3 40,209 31,554 27.4
EBIT
Robotics & Discrete Automation 46 76 28 57 61 33.1 6.3 118 99 19.5
EBIT margin (%) 5.1 11.9 5.2 8.8 12.6 10.4 7.2
Motion 550 762 1,032 954 738 34.3 (22.6) 1,692 1,445 171
EBIT margin (%) 11.0 10.9 13.6 13.3 8.9 10.9 12.8
Electrification 394 835 1,086 1,180 963 144.7 (18.4) 2,144 1,139 88.2
EBIT margin (%) 6.8 12.0 12.8 13.7 11.5 12.6 9.4
Process Automation 161 422 411 354 402 149.1 13.4 756 446 69.4
EBIT margin (%) 6.0 12.4 8.7 10.4 10.8 10.6 7.5
Source: Company, PL
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Conference call highlights

Revenue growth was driven by short cycle order, focus on exports & service
business and strong customer connect.

Exports revenue grew 45% YoY, while service segment grew 14% YoY.

Tender pipeline remains strong from sectors such as metals, cements, Oil &
Gas, data center, railway, F&B and renewables.

Order inflows: Process Automation segment witnessed inflows from paint
industry, while motion business order inflows was driven by railways,
renewable energy, F&B and mining. Robotics and Discrete automation
business bagged higher paint orders

Parent company has permanently mandated ABB India to supply certain
products in Middle East, South & North America.

Focus has been on product expansion, operational efficiency and product
localization.

ABB has been adding capacity in its Faridabad, Nashik plant to meet growing
demand.

ABB is targeting tier 3/4/5 cities market through its partner network.

Traction in large order is being witnessed in sectors such as metals, cement,
Oil & Gas.

Management targets to sustain PBT margin at around 10% levels in medium
term.

Electrification: Order inflows grew ~68% YoY to Rs9.7bn, led by strong
inflows across segment and increase exports orders. Revenue grew 45% YoY
to Rs 8.4bn, driven by uninterrupted operations and efficient supply chain
management. Margins expanded to 11.5% vs 6.8% led by higher capacity
utilization and price realization.

Motions: Order inflows grew ~43% YoY to Rs10bn, driven by exports, package
orders from motors & drives and large traction convertor order from railway.
Revenue grew ~67% YoY to Rs8.3bn, driven by higher growth in motors
business and strong exports growth. Margins were impacted (8.9% vs 11% last
year) due to commodity inflation.

Process Automation: Order inflows grew 98% YoY to Rs7.2bn, led by
significant growth in sectors such steel, paint and cement. Revenue grew ~39%
YoY to Rs3.7bn, driven by strong order book execution. Service revenue
contributed 28% of revenue. Margins expanded to 10.8% vs 6%, owing to
increase in volume and higher contribution from services business.

Robotics and Discrete Automation: Order inflows grew 8% YoY to
Rs700mn, led by service order and paint related orders. Revenue declined
46% YoY to Rs480mn, owing to semiconductor shortage. Margins came in at
12.5% vs 5.1% led by higher services revenue mix.

August 11, 2022



P

ABB India
Financials
Income Statement (Rs m) Balance Sheet Abstract (Rs m)
Y/e Dec CY21 CY22E CY23E CY24E Y/e Dec CYy21 CY22E CY23E CY24E
Net Revenues 69,340 84,219 1,00,094 1,17,183 Non-Current Assets
YoY gr. (%) 19.1 21.5 18.8 17.1
Cost of Goods Sold 44,154 52,848 62,809 73,181 Gross Block 11,724 13,724 15,924 18,524
Gross Profit 25,187 31,372 37,285 44,002 Tangibles 11,724 13,724 15,924 18,524
Margin (%) 36.3 37.3 37.3 37.6 Intangibles - - - -
Employee Cost 5,882 6,527 7,257 8,496
Other Expenses 5,865 7,184 9,008 10,547 Acc: Dep / Amortization 3,741 4,851 6,093 7,510
Tangibles 3,741 4,851 6,093 7,510
EBITDA 5,567 8,018 10,009 12,175 Intangibles - - - -
YoY gr. (%) 101.8 44.0 24.8 21.6
Margin (%) 8.0 95 10.0 10.4 Net fixed assets 7,983 8,873 9,831 11,014
Tangibles 7,983 8,873 9,831 11,014
Depreciation and Amortization 1,027 1,110 1,242 1,417 Intangibles - - - -
EBIT 4,540 6,907 8,767 10,758 Capital Work In Progress 956 956 956 956
Margin (%) 6.5 8.2 8.8 9.2 Gooduwill - - . )
Non-Current Investments 87 254 322 424
Net Interest 107 118 140 164 Net Deferred tax assets 939 939 939 939
Other Income 1,596 1,836 2,222 2,578 Other Non-Current Assets 4,410 6,106 9,008 10,547
Profit Before Tax 7,243 8,626 10,849 13,172 Current Assets
Margin (%) 10.4 10.2 10.8 11.2 Investments - - - -
Inventories 10,091 11,537 12,615 14,768
Total Tax 1,918 2,174 2,734 3,319 Trade receivables 18,838 22,382 26,052 30,179
Effective tax rate (%) 26.5 25.2 25.2 25.2 Cash & Bank Balance 26,877 28,459 29,440 31,897
Other Current Assets 3,672 5,895 7,007 8,203
Profit after tax 5,325 6,452 8,115 9,853 Total Assets 79,789 92,126 1,04,539 1,19,003
Minority interest - - - -
Share Profit from Associate - - - - Equity
Equity Share Capital 424 424 424 424
Adjusted PAT 4,433 6,452 8,115 9,853 Other Equity 40,028 44,544 50,225 57,122
YoY gr. (%) 138.4 455 25.8 21.4 Total Networth 40,452 44,968 50,649 57,546
Margin (%) 6.4 7.7 8.1 8.4
Extra Ord. Income / (Exp) 892 - - R Non-Current Liabilities
Long Term borrowings 185 185 185 185
Reported PAT 5,325 6,452 8,115 9,853 Provisions - - - -
YoY gr. (%) 131.1 21.2 25.8 21.4 Other non current liabilities - - - -
Margin (%) 7.7 7.7 8.1 8.4
Current Liabilities
Other Comprehensive Income - - - - ST Debt / Current of LT Debt 181 181 181 181
Total Comprehensive Income 5,325 6,452 8,115 9,853 Trade payables 19,613 23,074 27,423 32,105
Equity Shares O/s (m) 212 212 212 212 Other current liabilities 20,296 24,656 27,039 29,924
EPS (Rs) 20.9 30.4 38.3 46.5 Total Equity & Liabilities 79,789 92,126 1,04,539 1,19,003
Source: Company Data, PL Research Source: Company Data, PL Research
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Cash Flow (Rs m) Key Financial Metrics
Y/e Dec Cy21  CY22E CY23E CY24E Y/e Dec Cy21 CY22E CY23E CY24E
PBT 7,072 8,626 10,849 13,172 Per Share(Rs)
Add. Depreciation 1,027 1,110 1,242 1,417 EPS 20.9 30.4 38.3 46.5
Add. Interest 107 118 140 164 CEPS 25.8 35.7 44.2 53.2
Less Financial Other Income 1,596 1,836 2,222 2,578 BVPS 190.9 212.2 239.0 271.6
Add. Other (1,598) - B - FCF 22.5 17.2 16.8 26.3
Op. profit before WC changes 6,608 9,854 12,231 14,753 DPS 5.2 9.1 115 13.9
Net Changes-WC 1,015  (2,043) (3,742)  (3,257) Return Ratio(%)
Direct tax (1,131)  (2,174) (2,734) (3,319) RoCE 11.7 16.0 18.2 19.8
Net cash from Op. activities 6,492 5,637 5,756 8,177 ROIC 28.2 35.3 35.0 35.7
Capital expenditures (913) (2,000) (2,200) (2,600) RoE 11.6 15.1 17.0 18.2
Interest / Dividend Income 503 - - - Balance Sheet
Others (19,669) ) 0 0 Net Debt : Equity (x) 0.7) (0.6) (0.6) 0.5)
Net Cash from Invt. activities (20,079)  (2,002)  (2,200)  (2,600) Net Working Capital (Days) 49 47 41 40
Issue of share cap. / premium - - N - Valuation(x)
Debt changes (102) - - - PER 133.8 91.9 731 60.2
Dividend paid (1,060)  (1,936) (2,435) (2,956) P/B 14.7 13.2 117 10.3
Interest paid (107) (118) (140) (164) PICEPS 108.6 78.4 63.4 52.6
Others - - B - EV/EBITDA 101.8 70.5 56.3 46.1
Net cash from Fin. activities (1,268)  (2,053)  (2,575)  (3,120) EV/Sales 8.2 6.7 5.6 4.8
Net change in cash (14,855) 1,582 981 2,457 Dividend Yield (%) 0.2 0.3 0.4 0.5
Free Cash Flow 4,770 3,637 3,556 5,577 Source: Company Data, PL Research
Source: Company Data, PL Research
Quarterly Financials (Rs m)
Y/e Dec Q3CY21 Q4CY21 QI1CY22 Q2CY22
Net Revenue 17,784 21,015 19,684 20,525

YoY gr. (%) 10.3 23.6 20.8 44.0
Raw Material Expenses 11,037 13,621 12,429 12,529
Gross Profit 6,747 7,394 7,255 7,996

Margin (%) 37.9 35.2 36.9 39.0
EBITDA 1,689 1,852 1,879 1,988

YoY gr. (%) 39.2 117.1 81.5 109.8

Margin (%) 9.5 8.8 9.5 9.7
Depreciation / Depletion 263 227 257 253
EBIT 1,426 1,625 1,622 1,734

Margin (%) 8.0 7.7 8.2 8.4
Net Interest 20 39 15 28
Other Income 248 599 373 253
Profit before Tax 1,654 2,653 4,913 1,959

Margin (%) 9.3 12.6 25.0 95
Total Tax 454 717 1,212 489

Effective tax rate (%) 27.5 27.0 24.7 24.9
Profit after Tax 1,200 1,936 3,701 1,471
Minority interest - - - -
Share Profit from Associates - - - -
Adjusted PAT 1,200 1,594 1,491 1,471

YoY gr. (%) 40.3 156.3 56.2 115.3

Margin (%) 6.7 7.6 7.6 7.2
Extra Ord. Income / (Exp) - 342 2,210 -
Reported PAT 1,200 1,936 3,701 1,471

YoY gr. (%) 40.3 211.2 145.7 115.3
Margin (%) 6.7 9.2 18.8 7.2
Other Comprehensive Income - - - -
Total Comprehensive Income 1,200 1,936 3,701 1,471
Avg. Shares O/s (m) 212 212 212 212
EPS (Rs) 5.7 7.5 7.0 6.9
Source: Company Data, PL Research
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Price Chart Recommendation History
(Rs) . .
No. Date Rating TP (Rs.) Share Price (Rs.)
2778 1 05-Jul-22  Hold 2,293 2,362
2263 4 2 06-May-22 Hold 2,293 2,221
3 08-Apr-22  Hold 2,209 2,192
1750 -
4 11-Feb-22 Hold 2,209 2,179
1238 - 5 11-Jan-22 UR 2,288
6 28-Oct-21  Hold 1,832 1,875
726
2 54 I b BN N & 7 05-Oct-21 UR 1,878
5 8 5 8 5 8 5
Ee i 2 fid 2 s 2
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 ABB India Hold 2,293 2,362
2 Apar Industries Accumulate 1,194 1,124
3 Bharat Electronics BUY 295 269
4 BHEL Sell 36 46
5 Cummins India Accumulate 1,087 1,052
6 Engineers India BUY 89 60
7 GE T&D India Hold 102 101
8 Kalpataru Power Transmission BUY 442 373
9 KEC International Accumulate 473 444
10 Larsen & Toubro BUY 2,030 1,751
11 Siemens Accumulate 2,815 2,615
12 Thermax Accumulate 2,190 2,019
13 Triveni Turbine BUY 240 192
14 Voltamp Transformers UR - 2,972
PL’s Recommendation Nomenclature (Absolute Performance)
Buy > 15%
Accumulate 5% to 15%
Hold +5% to -5%
Reduce -5% to -15%
Sell <-15%
Not Rated (NR) No specific call on the stock
Under Review (UR) Rating likely to change shortly
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We/l, Mr. Amit Anwani- MBA (Finance), Mr. Nilesh Soni- BCom, MBA (Finance) Research Analysts, authors and the names subscribed to this report, hereby certify 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.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER
Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHO00000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any
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PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
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PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest
at the time of publication of this report.

Itis confirmed that Mr. Amit Anwani- MBA (Finance), Mr. Nilesh Soni- BCom, MBA (Finance) Research Analysts of this report have not received any compensation from the companies
mentioned in the report in the preceding twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its
or their securities, 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.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.
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Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
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