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Y/E MARCH FY23 FY24E FY25E
Net Sales 195.5 226.3 262.7
EBITDA 24.9 29.2 34.6
PAT 19.6 23.1 27.6
EPS (INR) 55.1 65.0 77.5
GR. (%) 55.5 17.9 19.3
BV/Sh (INR) 367.6 415.6 472.9
Ratios

ROE (%) 15.9 16.6 17.5
RoCE (%) 15.7 16.5 17.3
Valuations

P/E (X) 72.0 61.0 51.1
P/BV (X) 10.8 9.5 8.4
EV/EBITDA (X) 53.7 44.8 37.4
Div Yield (%) 0.3 0.4 0.5
Shareholding pattern (%)

As On Sep-23  Jun-23  Sep-22
Promoter 75.0 75.0 75.0
DIl 7.6 8.0 9.5
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CMP: INR3,964 TP: INR4,600 (+16%)
Targeting opportunities in transmission, railways,
data center and select private capex

Siemens in its analyst meet highlighted growth opportunities across segments,

Buy

plans to demerge its energy division, and plans to increase localization across
segments. The company is optimistic about growth prospects in the domestic
market across government and private capex. It is also positive about
opportunities emerging from new areas such as semiconductors, batteries, and
EVs. We believe that near-term order inflows may be affected by the general
election schedule; however, in the long term, order inflow prospects remain
strong from transmission, railways, data center, industrial automation, etc. A
potential demerger and listing of Siemens’s India Energy segment should open
avenues for value-unlocking over the next 2-3 years. We marginally revise our
estimates to bake in slightly better margins and expect the company to clock
revenue/EBITDA/PAT CAGRs of 16%/18%/19% over FY23-26. We continue to
value it at 55X P/E on two-year forward earnings and maintain our BUY rating
with a TP of INR4,600.

Key takeaways from the analyst meet

Full-year results reflect strong execution

In its full-year results, Siemens reported 21.3%/42%/47% YoY growth in
revenue/EBITDA/PAT, driven by strong execution from the mobility and digital
industry segments. Gross margins declined YoY on higher one-time costs in the

mobility segment despite overall better realization. Overall order inflows for the
year jumped 139% YoY, including a large locomotive order worth INR263b.
However, order inflows moderated QoQ. The company’s order book at FY23-
end stood at INR455b. The company is optimistic about growth prospects from
increasing spending by the government on infrastructure (rail, roads, energy)
and by private investments from several sectors such as pharma, data center,
automotive, electronics, metals, intralogistics, chemical, water, and cement.

Initiated the process to demerge energy division and list it separately
Siemens AG has acquired an 18% stake in Siemens India from Siemens Energy
for a total consideration of EUR2b, increasing its stake to 69%. In line with its
plans to demerge the energy division, Siemens has got approval for forming a
wholly owned subsidiary that may be required. Siemens Energy accounted for
31% of revenue and 32% of PBIT. The addressable market for the energy
segment is expected to see a boost from transmission capex, HVDC projects,
and its No.2 positioning in the domestic small-sized turbine market, which is
also growing. We believe that this entire process of demerger and listing can
take 2-3 years.

Teena Virmani - Research analyst (Teena.Virmani@motilaloswal.com)
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Overall addressable market is expanding for Siemens

The company’s product offerings across segments target opportunities in 1) PLI,
industry 4.0 adoption and high-end machine building, and digitization for digital
industries; 2) data centers, industrial infra growth in metals, cement, O&G and e-
mobility, upgradation of distribution utilities for smart infrastructure; 3) e-
locomotives, propulsion system, train sets, and metro bogies for the mobility
segment; and 4) renewable integration, growth in transmission network,
modernization, and upgradation of turbines for the energy segment. We expect PLI-
led spending of ~“INR4t over the next 4-5 years, data center market opportunity of
INR400-500b over the next 2-3 years, rail segment opportunity of INR10-11t and
transmission-led spending of INR2.4t by FY30 to expand the addressable market for
Siemens across segments.

Investing in capex and to improve localization across segments

Siemens has approved a capex of INR4.16b for capacity addition for Power
Transformers and Vacuum Interrupters. It also plans to improve localization across
segments as demand is strong. Localization levels are still better for the energy,
smart infrastructure and mobility segments; however, for digital industries, the
company will remain dependent on imports from its parent. Siemens would still
have near-term dependence on traded goods for the mobility segment but has
already embarked on localization of component manufacturing for traction
components for the mobility segment at its Nashik factory. These initiatives would
gradually drive margin improvement.

Financial outlook

We marginally revise our estimates to bake in slightly better margins in the mobility
segment as against our earlier assumptions as the company will invest in localization
of components for the segment. We expect revenue/EBITDA/PAT CAGR of
16%/18%/19% over FY23-26. We believe that the company’s increased dependence
on traded goods for the digital industries segment will limit improvements in gross
and EBITDA margins.

Valuation and view

The stock is currently trading at a P/E of 51.1x/42.9x on FY25E/FY26E. A potential
demerger and listing of Siemens’s India Energy segment should open avenues for
value-unlocking over the next 2-3 years. We continue to value it at 55x P/E on two-
year forward earnings and maintain our BUY rating with a TP of INR4,600.
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Operating metrics
Exhibit 1: Quarterly performance
Y/E September FY22 FY23 FY22 FY23
INRm 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q
Gross Sales 34,213 39,547 42,583 46,571 40,151 48,578 48,732 58,077 1,61,378 1,95,538
YoY Change (%) 17.0 13.5 45.1 11.6 17.4 22.8 14.4 24.7 19.4 21.2
Total Expenditure 30,616 34,699 38,461 41,412 34,159 42,366 43,067 51,075 1,43,805 1,70,667
EBITDA 3,597 4,848 4,122 5,159 5,992 6,212 5,665 7,002 14,933 22,125
Margins (%) 10.5 12.3 9.7 11.1 14.9 12.8 11.6 12.1 9.4 11.5
Depreciation 799 800 787 798 761 785 876 786 3,171 3,208
Interest 60 134 44 132 37 99 43 49 363 228
Other Income 596 668 787 1,028 1,017 1,166 1,324 1,455 3,078 4,962
PBT before EO expense 3,334 4,582 4,078 5,257 6,211 6,494 6,070 7,622 17,117 26,397
Extra-Ord expense 0 0 0 0 0 0 0 0 0 -1
PBT 3,334 4582 4,078 5257 6211 6494 6,070 7,622 17,117 26,398
Tax 857 1,182 1,053 1,440 1,584 1,776 1,513 1,905 4,498 6,778
Rate (%) 25.7 25.8 25.8 27.4 25.5 27.3 24.9 25.0 26.3 25.7
Reported PAT 2,477 3,400 3,025 3,817 4,627 4,718 4,557 5,717
Adj PAT 2,477 3,400 3,025 3,817 4,627 4,718 4,557 5,717 12,619 19,620
YoY Change (%) -9.7 4.5 117.8 20.4 86.8 38.8 50.6 49.8 12,619 19,619
Margins (%) 7.2 8.6 7.1 8.2 11.5 9.7 9.4 9.8 20.8 55.5
Source: Company, MOFSL
Exhibit 2: Segmental performance metrics
FY22 FY23 FY22 FY23
INRm 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q
Segmental revenue
Energy 10,892 11,958 14,544 16,316 11,601 15,554 15,181 18,467 53,710 60,803
Smart infrastructure 12,875 14,895 15,060 16,658 15,197 17,249 17,206 21,092 59,448 70,744
Mobility 3,007 2,951 3,911 4,418 3,838 4,864 5,776 7,124 14,286 21,602
Digital industry 7,910 8,739 9,962 9,444 10,193 11,407 11,273 11,903 36,055 44,776
Total 34,846 38,835 43,477 46,836 41,062 49,411 49,706 58,918 1,64,539 1,99,097
Less: Intersegmental -633 -824 -1,078 -667 -911 -833 -974 -841 -3,201 -3,559
Total revenues 34,213 38,011 42,399 46,169 40,151 48,578 48,732 58,077 1,61,338 1,95,538
Segmental EBIT
Energy 1,232 1,623 1,243 1,550 1,331 1,766 1,585 2,191 5,648 6,873
Margin (%) 11.3 13.6 8.5 9.5 11.5 11.4 10.4 11.9 10.5 11.3
Smart infrastructure 588 899 1,072 1,283 1,328 1,947 1,737 2,439 3,842 7,451
Margin (%) 4.6 6.0 7.1 7.7 8.7 11.3 10.1 11.6 6.5 10.5
Mobility 304 366 183 378 135 423 371 236 1,231 1,165
Margin (%) 10.1 12.4 4.7 8.6 3.5 8.7 6.4 3.3 8.6 5.4
Digital industry 666 992 828 1,114 2,427 1,277 1,081 1,347 3,600 6,132
Margin (%) 8.4 11.4 8.3 11.8 23.8 11.2 9.6 11.3 10.0 13.7
Total 2,798 3,906 3,326 4,325 5,221 5,413 4,774 6,213 14,402 21,621

Source: Company, MOFSL
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Key takeaways from the analyst meet

Digital Industries: In FY23, order inflow growth moderated to 4% YoY as FY22
witnessed advance ordering due to supply chain issues, which have since eased
considerably. However, with a strong backlog, revenue grew by 24% YoY. In
FY23, margins expanded by ~370bp YoY to 14.8%. The company is positive about
key demand drivers such as PLI scheme, industry 4.0, factory automation, etc.
Smart infrastructure: Robust demand for Electrification and Electrical Products
led to 25% growth in order inflows and 20% growth in revenue YoY. A favorable
product mix and healthy improvements in realization supported a strong
~320bp YoY margin expansion to 13.6%. Siemens expects demand will be aided
by strong traction in data centers, commercial buildings, metals, cement, oil &
gas, e-mobility, upgradation of distribution utilities, etc.

Mobility: FY23 order inflows were buoyed by the ~INR260b 9000HP locomotive
order, which provides robust revenue visibility. Consequently, revenue jumped
53% YoY, but margins were dented by one-off costs related to increased R&D
spending and ramp-up costs. The government’s continued focus on
modernization, e-locos, propulsion systems, trainsets, metros, bogies, etc.
augurs well for the company going ahead.

Energy: The company is witnessing robust traction in the oil & gas, transmission
and transformer segments, translating into 9% YoY order inflow growth on a
high base. Margin for the year came in at 12.7%, up ~80bp. The company sees a
healthy opportunity pipeline in renewable energy integration, transmission
network expansion, modernization of ageing turbines, adoption of WHRS in
cement plants, etc. Accordingly, the company has earmarked capex of ~INR4.2b
for the doubling of its power transformer capacity from 15,000MVA to
30,000MVA by Dec’25 and 40,000 Vacuum Interrupter tubes to 70,000 tubes by
2H2026. This will cater to both domestic and export demand, which has been
robust.

C&S Electric: The business is fully integrated with Siemens Ltd and the company
has managed to improve its margin performance from the pre-acquisition level.
In a few quarters, C&S is expected to ramp up its exports of LV products, which
will support margins going ahead.

22 December 2023
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Key exhibits

Exhibit 3: Order inflows have moderated QoQ in 4Q; order book stands at INR455b (INR m)

Siemens order inflow (INR m) 57,715

54,460

53,000 53,390 52,880

49,920
44,980
40,090

1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 2QFY23 3QFY23 4QFY23

Source: Company, MOFSL

Exhibit 4: Export share has come down due to slowdown in Exhibit 5: Share of product & projects is largely stable over

exports and much faster growth in domestic (%) last two years (%)
Domestic Export Product & service Project
0, 0,
19% - — 18% 15% 69.5% 69.4%
30.5% 30.6%
82% 78% 79% 82% 85% ’ ’
FY19 FY20 FY21 FY22 FY23 FY22 FY23
Source: Company, MOFSL Source: Company, MOFSL

Exhibit 6: Lower gross margin due to one-offs in Mobility segment related to one-time
factory ramp-up costs and R&D expenses (%)

Gross margin (%) EBITDA margin (%)

) 32.2 32.9 33.5 32.6
31.6 32.0 315 29.4

14.9
10.5 12.3 9.7 11.1 12.8 11.6 12.1

1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 2QFY23 3QFY23 4QFY23

Source: Company, MOFSL
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Exhibit 7: PBT margin improvement largely led by strong operational performance

* PBT = Profit before Tax (on continuing operations)

Volume Employee Other FX gains Commodity Other
mix and benefits expenses gains income
price expenses (Interest &
extraction Dividend)

Source: Company, MOFSL
Exhibit 8: Robust subsidiary performance aided consolidated financials (INR m)

Inter-
SL SRAPL Total | COMP3ANY o hsolidated
elimination
and PPA*

New Orders 463,829 - , 483,150 : 481,995

Revenue 177,007 : ) 194,010 ) 192,792

Profit before tax +25,451 : +27,866 : +26,397

PBT margin (% of revenue) +14.4% L 5 +14.4% +13.7%

* Purchase Price Allocation

Source: Company, MOFSL
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Valuation and recommendation

The stock is currently trading at a P/E of 51.1x/42.9x on FY24E/FY25E. A potential
demerger and listing of Siemens’s India Energy segment should open avenues for
value-unlocking over the next 2-3 years. We continue to value it at 55x P/E on two-
year forward earnings and maintain our BUY rating with a TP of INR4,600.

Exhibit 9: Changes in estimates to bake in slight margin improvement

(INR M) FY24E FY25E FY26E

Rev Old Chg (%) Rev Old Chg (%) Rev Old Chg (%)
Net Sales 2,26,328 2,23,663 1.2 2,62,713 2,59,640 1.2 3,05,156 3,01,609 1.2
EBITDA 29,258 28,919 1.2 34,599 34,052 1.6 40,959 40,141 2.0
EBITDA (%) 12.9 12.9 0 bps 13.2 13.1 5 bps 13.4 133 11 bps
Adj. PAT 23,132 22,880 1.1 27,605 27,190 1.5 32,913 32,282 2.0
EPS (INR) 65.0 64.2 1.1 77.5 76.4 1.5 92.4 90.6 2.0

Source: Company, MOFSL

Key risks and concerns

m  Slowdown in order inflows from key government-focused segments such as
transmission and railways owing to election schedule

m  Aggression in bids to procure large-sized projects to adversely impact margins

m Related-party transactions with parent group entities at lower-than-market
valuations to weigh on stock performance

22 December 2023 7
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Financials and Valuation
Income Statement (INR Million)
Y/E September FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Net Sales 98,694 1,36,392 1,61,378 1,95,538 2,26,328 2,62,713 3,05,156
change% -24.1 38.2 18.3 21.2 15.7 16.1 16.2
Gross Profit 35,487 43,275 52,115 61,711 73,090 84,840 98,546
Gross margin% 36.0 31.7 32.3 31.6 32.3 32.3 32.3
Total Expense 88,791 1,21,207 1,43,805 1,70,667 1,97,070 2,28,114 2,64,197
EBITDA 9,903 15,185 17,573 24,871 29,258 34,599 40,959
EBITDA Margin% 10.0 11.1 10.9 12.7 12.9 13.2 13.4
Depreciation 2,504 3,005 3,171 3,208 3,338 3,571 3,844
EBIT 7,399 12,180 14,402 21,663 25,920 31,028 37,115
Interest and finance charge 292 246 363 228 228 228 228
other income 3,099 2,265 3,078 4,962 5,432 6,342 7,397
PBT Before EO 10,206 14,199 17,117 26,397 31,124 37,142 44,284
PBT after EO 10,206 14,199 17,117 26,397 31,124 37,142 44,284
Total Tax 2,632 3,698 4,498 6,778 7,992 9,537 11,371
Tax Rate% 25.8 26.0 26.3 25.7 25.7 25.7 25.7
Minority Interest - - - - - - -
Reported PAT 7,574 10,501 12,619 19,619 23,132 27,605 32,913
Adjusted PAT 7,574 10,501 12,619 19,619 23,132 27,605 32,913
change% -32.6 38.6 20.2 55.5 17.9 19.3 19.2
margin% 7.7 7.7 7.8 10.0 10.2 10.5 10.8
E: MOFSL estimates
Balance Sheet (INR Million)
Y/E September FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Equity Share Capital 712 712 712 712 712 712 712
Total Reserves 94,028 1,02,778 1,15,390 1,30,159 1,47,254 1,67,654 1,91,977
Networth 94,740 1,03,490 1,16,102 1,30,871 1,47,966 1,68,366 1,92,689
Other Liability + Def Tax Liabilities -2,481 -473 -975 -1,627 -1,627 -1,627 -1,627
Minority Interest 0 81 76 86 86 86 86
Sources of Funds 92,259 1,03,123 1,15,203 1,29,330 1,46,425 1,66,825 1,91,148
Gross Block 20,443 30,118 31,906 34,198 40,684 45,742 51,305
Less: Accum Dep 8,792 10,774 13,945 17,153 20,426 23,997 27,841
Fixed Asset (Net Block) 11,651 19,344 17,961 17,045 20,258 21,745 23,464
CWIP 880 350 517 501 501 501 501
Goodwill 0 11,732 12,354 12,686 12,686 12,686 12,686
Total Investment 550 972 766 667 1,304 1,304 1,304
Curr. Assets Loans & Advances 1,35,169 1,46,705 1,68,323 1,89,753 2,47,198 2,88,013 3,36,188
Inventory 11,064 17,969 21,650 25,052 31,004 35,988 41,802
Account Receivables 45,170 51,061 56,544 65,223 80,610 93,569 1,08,686
Cash and Bank 55,517 51,591 65,841 76,507 1,01,479 1,18,868 1,39,718
Loans and Advances 7,782 8,185 7,113 7,288 12,402 14,395 16,721
Current Liab and Provision 15,636 17,899 17,175 15,683 21,703 25,192 29,261
Account Payables - - - - - - -
Other current liabilities 47,978 62,899 75,013 74,646 99,212 1,15,162 1,33,767
Provision 11,951 13,081 9,899 16,166 35,800 41,752 48,718
Net Current Assets 75,240 70,725 83,411 98,941 1,12,185 1,31,099 1,53,702
Application of Funds 92,259 1,03,123 1,15,203 1,29,330 1,46,425 1,66,825 1,91,148

E: MOFSL estimates

22 December 2023
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Financials and Valuation
Ratios
Y/E September FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Basic (INR)
EPS 21.3 29.5 35.4 55.1 65.0 77.5 92.4
Cash EPS 28.3 37.9 44.3 64.1 74.3 87.5 103.2
Book Value 266.0 290.6 326.0 367.5 415.5 472.8 541.1
DPS 7.0 8.0 10.0 10.0 17.0 20.2 24.1
Payout (incl. div.tax) 39.7 32.7 28.2 18.2 26.1 26.1 26.1
Valuation (X)
P/E 186.4 134.4 111.9 72.0 61.0 51.1 42.9
Cash P/E 140.1 104.5 89.4 61.8 53.3 453 38.4
Price/ Book Value 14.9 13.6 12.2 10.8 9.5 8.4 7.3
EV/Sales 13.7 10.0 8.3 6.8 5.8 4.9 4.2
EV/EBITDA 136.9 89.5 76.6 53.7 44.8 37.4 31.0
Div Yield (%) 0.2 0.2 0.3 0.3 0.4 0.5 0.6
Profitability Ratios (%)
ROE% 8.2 10.6 11.5 15.9 16.6 17.5 18.2
ROCE% 8.4 10.8 11.7 16.0 16.7 17.6 18.3
Turnover Ratios (%)
Asset Turnover (x) 1.1 1.3 1.4 1.5 1.5 1.6 1.6
Debtors (No.of days) 41 48 49 47 50 50 50
Inventory (No. of days) 167 137 128 122 130 130 130
Leverage Ratios (%)
Net Debt/ Equity (x) -0.6 -0.5 -0.6 -0.6 -0.7 -0.7 -0.7
E: MOFSL estimates
Cash Flow Statement (INR Million)
Y/E September FY20 FY21 FY22 FY23 FY24E FY25E FY26E
OP/(Loss) before Tax 10,193 15,058 20,817 26,397 31,124 37,142 44,284
Depreciation 2,504 3,005 3,171 3,208 3,338 3,571 3,844
Interest & Finance Charges 292 246 363 228 228 228 228
Direct Taxes Paid -2,942 -3,735 -5,215 -8,033 -7,992 -9,537 -11,371
(Inc)/Dec in WC -1,426 2,339 -3,619 -4,371 11,728 -1,524 -1,754
CF from Operations 8,621 16,913 15,517 17,429 38,426 29,880 35,231
Others -1,856 -2,692 -5,732 -3,429 -5,432 -6,342 -7,397
CF from Operating incl EO 6,765 14,221 9,785 14,000 32,994 23,538 27,834
(Inc)/Dec in FA -98 -1,074 -1,313 -1,545 -6,551 -5,058 -5,564
Free Cash Flow 6,667 13,147 8,472 12,455 26,443 18,480 22,270
(Pur)/Sale of Investments -3,938 -13,623 4,419 -2,159 -637 0 0
Others 8,387 -9,196 -3,459 -4,765 5,432 6,342 7,397
CF from Investments 4,351 -23,893 -353 -8,469 -1,756 1,284 1,834
Issue of Shares
Inc/(Dec) in Debt -714 -2,385 -825 -893 0 0 0
Interest Paid -128 -140 -248 -45 -228 -228 -228
Dividend Paid -3,005 -2,493 -2,849 -3,561 -6,038 -7,205 -8,590
Others 0 0 0 0 0 0
CF from Fin. Activity -3,847 -5,018 -3,922 -4,499 -6,266 -7,433 -8,818
Inc/Dec of Cash 7,269 -14,690 5,510 1,032 24,972 17,389 20,849
Opening Balance 48,913 55,517 51,591 65,841 76,507 1,01,479 1,18,868
Closing Balance 55,517 51,591 65,841 76,507 1,01,479 1,18,868 1,39,718

E: MOFSL estimates

Investment in securities market are subject to market risks. Read all the related documents carefully before investing
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Explanation of Investment Rating
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