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Sector Capital Goods 

Recommendation BUY 

Upside 15% 

 

Sensex 52728  

Market cap (`Cr) 48,534 

NSE code         ABB 
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Promoters  75.00  75.00  75.00 

Public 14.55        13.21        13.10                 
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Profile 
ABB India is a power and automation engineering company. The Company’s 

portfolio ranges from light switches to robots to control systems that 

manage entire power networks and factories. It serves the utility and 

industry customers, offering a range of engineering, products, solutions 

and services in areas of Automation and Power technology. Its principal 

products/services include switchgears of all types, electronic control and 

supply units for variable speed drives, and other applications. The Company 

has 40 facilities across 10 manufacturing locations. The power-grids 

portfolio was demerged and listed separately in CY20, as a part of the global 

sale transaction to Hitachi. 

Investment Rationale  

 

Strong performance & growth outlook: Having commenced CY22 on a 
strong note, ABB India is bullish on growth prospects from domestic and 
export markets. Commodity inflation so far does not have any notable 
impact on demand, but the liquidity squeeze-related impact needs to be 
closely watched.  

Strong demand to minimize impact on margins: Strong demand amid a 
systemic inflationary environment has facilitated easier transmission of cost 
increases to customers, especially with ABB’s short-cycle driven portfolio, 
thus minimising the impact on margins. Mgmt is confident of solidifying its 
10% PBT margin profile and thereafter targets improving net margins, from 
7% to 10% over the medium term. 

Portfolio to benefit from digitalisation: There is a fundamental shift in the 
market and mind-set of market participants (not only among MNCs, but more 
so of domestic corporates), from cost-orientation to preference for quality & 
technologically-superior products, to drive higher savings in energy bills. 
ABB’s portfolio remains in a sweet spot to benefit from the rising trend in 
digitalisation, energy efficiency and home/office automation. 
 
Reducing dependency on core sectors: The sharp growth in base orders 
supports the underlying strength across broad-based solutions in large & 
mid-size institutions and emerging high-growth sectors like Data Centres, 
electronics, F&B and Auto, Auto Ancl. & EVs, and supported by a robust 
network of channel partners and distributors. Process industries like steel, 
cement, chemicals and O&G are seeing shift from opex to solid projects, 
which are expected to materialise in coming few quarters (4QCY22-CY23). 
Enquiry pipeline has remained healthy across end segments. Core sector 
players in steel and cement have started new capex activities, which will 
come up in coming quarters.  
 
Exports and services witnessing healthy traction: While export sales were 
flat YoY at Rs2.4bn (12% of sales), inflows were robust, at +32% YoY 
(clocking Rs2.5bn). Service orders have seen robust growth of 19% YoY at 
Rs3.6bn, while export orders sustained healthy momentum of Rs2.5bn, 
recovering 33% off a low base. 
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Fresh mandates for exports: Strong domestic capabilities (consistent quality, reliability of supplies), a well-established 

supply-chain and competitive cost structure in domestic, price-sensitive markets are driving increasing thrust to step 

up ABB India’s presence in the global supply chain. The Products portfolio is driving strong global mandates in EL and 

MO, which already have large local volumes and an extensive manufacturing footprint; hence, pull through for the 

exports market has been swift and is expected to materially scale up in coming years. D&E services in IA and R&DA 

also have global orders. 

 
Diverse channel to market accelerate growth: The distributor channel offers good elasticity once volumes scale up, 

entailing a quick multiplier effect. ABB has a huge battery of people / distributors who are driving growth in tier 1 and, 

now, in tier 2-4 towns. Share of sales through distributors has increased to 34% in 1QCY22 (vs 20% in CY20). It considers 

its distributors key growth partners and an extended arm while grooming and imparting technical training & know-how 

of products.  ABB’s products are classified into Manufactured to Store (MTS), Made to Order (MTO) and Engineered to 

Order (ETO), having defined use by channel and system integrators. MTO/MTS portfolio contributes to 70% share in 

revenues, services at 20% and 10% in projects. 

 

    
 

Risks 
Rising Inflation: If the inflation persists at higher level, it might have an impact on the margins.  

 

Outlook & Valuation:  
ABB’s strong local footprint − with the ability to serve diverse endmarket needs (core sectors to DC/EVs, electronics) of 

opex and capex via technology and green solutions − places it in a sweet spot. With 42% EPS Cagr in CY21-23ii, ABB 

India is among the preferred picks. The Management is confident of solidifying its 10% PBT margin profile and thereafter 

targets improving net margins, from 7% to 10% over the medium term. We expect the stock to reach a target of ₹ 2595 

in the 12-month period. 
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Financial Summary 
 

Consolidated (INR in mn) FY20 FY21 FY22ii FY23ii FY24ii 

Revenue 58,210 69,340 83,706 105,244 133,266 

EBITDA 2,712 5,567 7,947 11,172 14,831 

EBITDA margin (%) 4.7 8.0 9.5 10.6 11.1 

PAT 2,192 5,197 8,412 8,597 11,386 

ROE (%) 4.9 11.2 14.1 17.1 19.7 

P/B (x) 13.1 11.6 10.0 8.8 7.6 

EV/EBITDA (x) 165.4 79.7 55.3 38.9 28.8 

Net Debt/Equity (x) (0.6) (0.7) (0.7) (0.7) (0.7) 

 
 



 

 

DISCLAIMER 
 
 
 
 
 
 

Recommendation Parameters for Fundamental/Technical Reports: 
 

Buy – Absolute return of over +10% 
Accumulate – Absolute return between 0% to +10%  
Reduce – Absolute return between 0% to -10% 
Sell – Absolute return below -10% 

 

Please refer to http://www.indiainfoline.com/research/disclaimer for recommendation parameter, analyst disclaimer and other disclosures. 
 

Investments in securities market are subject to market risks, read all the related documents carefully before investing. There is no assurance or guarantee that the 
investment objectives shall be achieved. IIFL does not guarantee any assured returns on the investments recommended herein. Past performance of 
securities/instruments is not indicative of their future performance. IIFL makes no representation/s or warranty/is, express or implied, as to the accuracy, 
completeness or reliability of any information compiled herein, and hereby disclaims any liability with regard to the same, including, without limitation, any direct, 
indirect, incidental or consequential loss. You shall verify the veracity of the information on your own before using the information provided in the document. Investors 
are requested to review the prospectus carefully and obtain expert professional advice. IIFL group, associate and subsidiary companies are engaged in providing 
various financial services and for the said services (including the service for acquiring and sourcing the units of the fund) may earn fees or remuneration. 
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