
 
 

Research Notes–SIEMENS INDIA -REDUCE (20 May 2014) 

 

REDUCE SIEMENS INDIA - Target Price 685 

 

 We downgrade our rating on SIEMENS INDIA to REDUCE from HOLD with a Target Price 

of Rs685. Currently the stock is trading at Rs933. 

 

 Siemens India Ltd is a 75% owned Indian subsidiary of German giant – Siemens AG. It 

makes industrial equipment and executes turnkey projects. It supplies equipment for 

power generation, transmission and distribution. It supplies compressors, motors and 

drives used in a number of industrial applications and associated protection, monitoring 

and control systems. Siemens makes railcars and locomotives for urban transport, 

railway signalling systems, building automation systems, baggage handling systems 

and flight management.  

 

 Given the company's wide product offering straddling diverse markets, strong brand, 

technological leadership and domestic manufacturing base, we believe this makes it 

ideally positioned to capture a recovery in the investment cycle that we anticipate in 

2HFY15 given the favorable election outcome. 

 

o We estimate earnings growth of 66.6% over FY14-16, driven by top-line growth 

of 19.1% and EBIT margin expansion of 470bps. Our FY15 estimate is 20% 

above Bloomberg consensus as we price in the recovery potential. But, we 

believe the recovery potential is priced in after the stock’s solid outperformance.   

 

o Siemens India’s share price has rallied over 55% in the past 3 months (vs MSCI 

India up 36%) in anticipation of a strong government coming into power at the 

centre and undertaking reforms to drive an investment cycle recovery. We 

believe the stock is expensive as its valuation is close to 1SD above its 10-year 

mean, implying limited upside potential from current levels.  

 

 We recommend switching from Siemens India to Crompton Greaves (BUY; TP: Rs219), 

which still offers upside potential despite the recent rally. 

  

 Upside risks to the Target Price can be:  

 

o Higher than expected order intake.  

o Better margin improvements.  

 

 Our TP of Rs685 is set at a 10-year average one-year forward P/E of 25x to our March 

2016 EPS estimate of Rs27.4. 

 

 
DISCLAIMER: Geojit BNP Paribas Financial Services Limited (GBNPP) or any of its Group companies, 

affiliates, subsidiaries or that of any of its shareholders do not accept any liability arising from the use of this 

report and the views and observations contained herein. While every effort is made to ensure the accuracy and 

completeness of information contained herein, GBNPP, or any of its group or associate companies or its affiliates 

take no guarantee and assume no liability for any errors or omissions of the information contained herein. 

Information contained herein cannot be the basis for any claim, demand or cause of action. 



This material should not be construed as an offer to sell or the solicitation of an offer to buy any security. We are 

not soliciting any action based on this material. It is for the general information of retail clients of GBNPP. It does 

not constitute a personal recommendation or take into account the particular investment objectives, financial 

situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients 

should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. 

The price and value of the investments referred to in this material and the income from them may go down as well 

as up, and investors may realize losses on any investments. Past performance is not a guide for future performance, 

future returns are not guaranteed and a loss of original capital may occur.  

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 herein is our current opinion as of the date appearing on 

this report 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. 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 is focused 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. Our salespeople, traders, 

and other professionals 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.  

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance 

of this material, may from time to time have 'long' or 'short' positions in, act as principal in, and buy or sell the 

securities or derivatives thereof of companies mentioned herein. We or any of the group or associate or subsidiary 

companies affiliated to us and / or to any of our shareholders may from time to time solicit or perform investment 

banking, or other services for, any company mentioned in this document.  

We do not undertake to advise any change in our views expressed in this document. While we would endeavor to 

update the information herein on a reasonable basis, Geojit BNP Paribas, 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 Geojit BNP Paribas 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.  
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