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Indra

Still same doubts

m 2010 guidance met, but lower quality

Indra met 2010 guidance: sales +2%, 11.2% EBIT margin, order intake
+7%. Targets were nevertheless reached on higher than anticipated
restructuring charges (EUR33m vs. EUR10m/11m initially guided) and

some non-organic contribution in Q4 (sales +7% y-o-y vs. flat in 9m).

m Macro still far from pointing to a recovery in Spain...

Spain will remain testing in 2011. We expect Indra's domestic sales to

Rating
Target price (6 months)
Price (07/03/2011)

Ch? CHEUVREUX

3/Underperform|
-3.3% EUR13.51
EUR13.96

Reuters: IDR.MC Bloomberg: IDR SM

Stock data

Market capitalisation EUR2292m
Free float EUR1374m
Enterprise value EUR2778m
No. of shares, adjusted 164.13m
Daily volume EUR10.53m
Performances

- 0,
drop by 2% (defence, public admin and energy being the main 2:;2:3;;?' 30 28;
millstones). We do not expect Spain to recover as from H2. ' ’
..harder for sales abroad to make a difference.
To meet Indra's sales target of +2% in 2011E, we would need sales 286
abroad to grow by 9% y-o-y. While we look for LatAm (30% of sales 186
abroad) to expand by 20% (c.a. 30% underlying on 10% currency 166

depreciation), the target remains challenging (European sales, down 146

16% in Q4, are to remain weak).

m Exposure to public and defence sectors still to drag FCF

The public sector accounts for c.a. 60% of Indra's customer base.
Furthermore, pressure is to continue in the defence business (high 46
margin), where we look for a 10% y-0-y decrease in sales in 2011E. All in,
cash generation is to remain weak: we look for a EUR55m increase in debt

in 2011E and a modest 3% FCF yield.

m WC under pressure, P/E not relevant now, 3/Underperform
Indra appears cheap at 12x P/E 2011E, below the 15x through-the-
cycle average. However pressure on WC will not ease (at least in
Spain) during 2011, hence divergence between P&L and FCF to
remain. Our EUR13.5 TP offers no upside and Indra is increasingly
dependent on expansion abroad at a time when cash margins seem to
be normalising with European peers. 3/Underperform.

Adrian ZUNZUNEGUI

Research Analyst
azunzunegui@cheuvreux.com
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Sector focus

Sector Top Picks

Least favoured

Shareholders

Alten, Capgemini, Dassault

Systemes, Logica

Free Float 60.0%, Caja Madrid 20.0%, Cf Alba 10.0%,
Caja Asturias 5.0%, Del Pino Family 5.0%
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(34) 91 495 16 28 ‘&, VOTE INTHE
Thomson Reuters Extel
% 5 Pan-European Survey 2011
c «, www.extelsurvey.com/quickvote
A4 CH
To 31/12 (EUR) 2009 \ 2010 2011E 2012E 2009 2011E 2012E
Sales (m) 2513.3 2557.0 2608.6 2702.7 P/E (x) 13.6 12.2 11.6
EBITDA (m) 3274 294.0 319.0 3441 EV/EBITDA (x) 91 8.7 8.1
EBITA (m) 285.4 251.9 268.4 284.9 Attrib. FCF yield (%) 4.5 3.3 6.4
Net att. profit, rest. (m) 195.6 188.5 187.2 198.1 Net debt/EBITDA (x) 0.4 1.1 1.0
Free cash flow (m) 122.8 28.7 75.6 146.5 Yield (%) 4.0 5.0 5.3
Clean EPS 1.21 1.17 1.14 1.21 ROCE (%) 24.5 17.7 18.1
Net dividend 0.66 0.70 0.70 0.74 EV/Capital empl. (x) 2.6 1.8 1.8
Copyright © Cheuvreux.
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B Company profile

B Leading IT services player in Spain, LatAm presence

Indra is Spain's leading IT services player, with c.a. 15% market
share (Spain made up 61% of sales in 2010). It is also present in
Latin America (15% of sales in 2010), the balance being US, Europe
and others.

B Leading niche player

The company is a leading niche player in several verticals, such as
Defence Electronics (simulation and testing), Traffic & Transport and
Public Administrations (balloting systems).

B 2011 guidance

Indra targets sales to grow by at least 2% in 2011, with notable
growth rates in sales abroad (we look for +8.4% y-0-y) and domestic
sales to show a slight annual decrease (us at -2% y-o-y). EBIT
margin of at least 10.5% (us more conservative at 10.3%), order
book to grow slightly from last year.

B Shareholding structure

Bancajamadrid remains Indra's largest shareholder with 20%. The
savings bank is in a selling mood. Alba holds a 10% stake, followed
by CajaAstur and Casagrande de Cartagena with a 5% stake each.

B SWOT analysis

Strengths

Weaknesses

1) Solid track record in delivering
2) Backlog covers c.a. 1-yr sales
3) Strong in niche segments

4) 15% domestic share

5) Solid finances (1x EBITDA)

6) Solutions c.a. 70% of sales

Opportunities

1) Weak Spain still 65% of sales
2) Domestic outlook challenging

3) Low market share in industrial
and commercial IT market

4) High exposure to public
administrations

5) Weak cash conversion
6) Exposure to defence budgets

Threats

1) International expansion

2) Exporting defence & transport
solutions

3) Accompanying Spanish
companies in internationalisation
processes

3) Single European Sky initiative
4) Acquisition of companies to
complement its portfolio

5) More efficient use of balance
sheet

6) Weak macro environment
forcing closure of competitors

1) Tougher competition
continues adding pressure on
margins

2) LatAm currency risk (c.a. 15%
of sales)

3) Delay or loss of big contracts.
Further worsening of WC (high
weight of public administrations)
4) Overhang risk: Cajamadrid &
others own 25%

5) Risk of missing sales target for
2011E (+2%)

6) Delays in contract execution

n www.cheuvreux.com

B Valuation

We have a target price of EUR13.51 per share,
roughly in line with market prices. Our DCF
model is based on the following assumptions:
9.0% WACC (9.5% cost of equity, 7% cost of
debt), 1.5% terminal growth rate.

It is true that after recent underperformance
Indra is currently trading at a c.a. 20% discount
to the mid-cycle multiple of 15x. We
nevertheless believe that concerns regarding
public sector spending remain in place and this,
coupled with continuing pricing pressure
(heading north in growth areas such as LatAm, a
region on which Indra is increasingly
dependent), will lead to the discount being
maintained.

B Investment case

Indra shares are up 8% YTD, roughly in line with
European IT services stocks. We find no reasons
yet for adopting a positive stance:

We remain cautious on Spain...

In our view we are far from a recovery in Spain and
the macro environment is not yet stable enough to
blindly bet on the situation improving as of H2.

...doubts on WC not dispelled in the ST...
Indra barely generated any FCF in 2010
(EUR20m before financial investments). WC rose
to 93 days vs. 80 days in 2009 (and likely to
reach 100 days in 2011E).

... P/E multiples are of little relevance now
We believe that right now P&L tells us little about
Indra (reported margins are unusable since there
are CF outflows of c.a. EUR150m which can be
assigned to margin financing).

We regard Indra as a high-quality company,
though we believe it is still too soon to buy shares
and we will wait for more visibility on WC before
changing our stance. In view of the increased
weight of LT contracts in Indra's backlog, its high
exposure to the public sector (60% of sales), and
the fact that it should underperform its sector in
2011E (European IT +3%, margin expansion vs.
Indra's +2% and margin erosion), we reinitiate
coverage on the stock with a 3/Underperform
rating.
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INDRA: PEER COMPARISON

Atos Origin
Capgemini
Logica
Steria

Tieto

IT Services
Indra

Market Cap.

3169

6 401

2 534

656

981

13 741
2270

Summary

We reinitiate with 3/Underperform. EUR13.5 TP offers 3% downside at market prices
We are re-initiating Indra with 3/Underperform. Our EUR13.51 TP offers no upside at
current prices. We believe Indra risks being pushed into a strategic corner, highly
dependent for success on sales abroad (at a time when Spanish and European sales are
to remain weak). In addition, the historic premium at which the company has traded in the
past will not be regained in the medium term as long as pressure on WC continues (fears
of Indra's real margins normalising with rest of European peers at c.a. 9%).

2010 guidance met, though lower quality

Indra has met its guidance for 2010 earnings. Reportedly, sales have grown by 2% y-o-y,
EBIT margin stood at 11.2% (before extraordinary charges), whilst the order book
increased by 7% y-o-y, above the +5% initial guidance. Nevertheless, it was lower quality:
EURS33m restructuring costs from the EUR10m-11m initially guided, to which we should
add some non-organic growth in Q4 (domestic sales +2% vs. -5% to September,
revenues abroad +16% vs. +8% to September).

We see 2011 guidance as aggressive

Top-line growth of 2% looks feasible (albeit highly dependent on LatAm sales, currency
risk gains relevance), though in our view achieving the 10.5% EBIT margin guidance will
be no mean feat (consolidation in the Spanish banking sector not helping). One could
argue a 1.14x book to bill ratio provides comfort for the 2% revenue growth guidance. We
do not entirely agree, and regard it as useless since the weight of multi-year deals in it
increases.

WC deterioration a big issue

WC rose to 93 days in 2010, from 80 days in 2009. This led cash conversion to weaken
substantially (mid single-digit before financial investments, which compares with c.a. 50%
in 2009). We expect WC to increase to 100 days in 2011 (the company is not against this
view), whilst other CF captions such as cash taxes and other (where CF outflows
increased by c.a. EUR20m in 2010) do not make us feel ultra comfortable going forward.

Valuation premium no longer deserved?

Indra has historically traded at a premium to other European IT services companies both
in terms of EV EBIT and P/E (above 25% premium). Over the last two years this premium
has been substantially reduced and now Indra is trading roughly in line with its sector in
P/E terms, still at a decent premium in terms of EV/EBIT. We believe Indra faces a tough
2011 due to a change in mix (weight of long-term contracts increasing), its continuing high
exposure to the public sector (60% of sales), and a generally weaker relative outlook vs.
its European peers (IT services in Europe to grow c.a. 3%, margins to expand, Indra to
grow revenues 2%, margin erosion on the cards).

P/E 11E P/E12E EV/EBIT 11E EV/EBIT 12E  EBIT Margin %11E  EBIT Margin % 12E

13 11 9.1 7.6 6 5.9
13.4 11.2 7.5 58 7.8 8.8
10.2 8.8 8.3 6.8 7.7 8.3

9.8 8.2 7.2 6 7.1 7.7
11.3 10.6 8.6 7.9 6.8 6.9
124 10.5 8.1 6.6 7.3 7.9
12.2 11.6 9.8 9.1 10.3 10.6

Source: CA Cheuvreux

n www.cheuvreux.com
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EUR13.51 target price,
limited upside

INDRA: WACC CALCULATION

(EUR m, %)

Risk free rate

Risk premium

Beta

Cost of equity

Gearing in market value
Debt spread

Cost of debt

Tax rate

WACC

Traditional premium
no longer deserved

|—Valuation

Our EUR13.51 TP for Indra offers no upside from current share prices. We believe the
recent multiples de-rating is justified on lower growth prospects, cash margins
normalising towards European peers, high exposure to public sector. At above 10%
premium to other European IT service vendors in terms of EV/EBIT, and considering
the outlook for Indra's domestic business is far from improving, we believe the stock
should underperform.

m EUR13.51 target price, no upside from current prices

We use a DCF model to value Indra, obtaining a target price of EUR13.51 per share, 3%
downside at current share prices.

INDRA: DCF

WACC
5.5% Enterprise value 2612
4.0% Financial assets & Associates - 69

1.00 Capital employed 2543
9.5% Net financial debt - 342
13.2% Treasury shares (mk. cap) 16
1.5% Shareholders' equity 2218
7.0% Number of shares 164

30.0% DCF value 13.51
9.0% Share price 13.97

DCF value upside -3.3%

Source: CA Cheuvreux Source: CA Cheuvreux

Multiples de-rating justified?

Indra has traditionally traded at a premium to other European IT services companies
thanks to its better mix (both in terms of revenues and clients) and higher operating
margins (c.a. 11% in 2008 for Indra vs. 6-7% for its peers). As shown in the table below,
the average premium at which Indra has traded over the last few years in terms of P/E has
gradually faded away.

INDRA: HISTORICAL VALUATION MULTIPLES

Market Cap. 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Atos Origin 3169 271 12 23.2 15.7 14.8 27.7 17.4 7.2 11.4 14
Capgemini 6 401 60.2 NS NS NS 30.7 18.1 12.2 7.1 11.5 14.3
Logica 2534 33.3 13.9 27.8 30 23.7 18 11.7 5.7 9.2 10.9
Steria 656 20.4 11.1 22.2 20 17.5 13.6 9.1 3.5 10 9.7
Tieto 981 23.4 11.6 17.6 141 16.7 7.5 NS 13.8 118 11.8
IT Services 13 741 43.1 12.5 24.0 20.8 241 19.3 13.2 7.2 11.0 13.2
Indra 2270 27.9 15.4 19.7 24.3 223 23.3 19.9 143 13.6 10.5
Premium -35% 23% -18% 17% -8% 21% 50% 99% 24% -20%

Source: CA Cheuvreux, FactSet

n www.cheuvreux.com
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Margins not
comparable on WC
differences

Public sector no
longer a plus

INDRA: PEER COMPARISON

Market Cap.
Atos Origin 3169
Capgemini 6 401
Logica 2534
Steria 656
Tieto 981
IT Services 13741
Indra 2270

We believe there are several reasons which justify Indra's ceasing to trade at such a
premium:

B Business mix not so positive any more: the high weight of defence-related
activities no longer seems to be a premium. The sharp reduction in activity is
apparently a structural trend in Spain (here to stay for at least 3-4 years). Public
defence spending in Spain has been cut on average by 7% p.a. over the last two
years and we see few reasons for this to change.

B Margins normalising in accordance with peers? Indra has set a 10.5% EBIT
margin target for 2011E. Although this is still significantly higher than most of its
peers (Cap Gemini at 8%), we believe pressure on WC limits visibility on reported
margins, hence premium on higher margins will not come back for the time being
(WC accounts for c.a. 20% of sales at Indra, in the 5% region for Cap). Pressure on
prices and change of mix (more multi-year contracts at a lower margin).

B Furthermore, cash collection in Spain is possibly less certain timing-wise than
any other European market. Is true one could argue companies should use their
balance sheet to retain their market positioning, as Indra is doing. What we argue is
that it has a negative impact on your real cash margins.

m Growth no longer that of the past: we look for sales growing 2% in 2011E, in line
with the company's guidance. This is below the average 3% that European IT
services should grow in 2011E (we reckon Indra is penalised by the high relative
weight of defence and transport activities).

B Client breakdown turning from an asset into a liability: the high weight of the
public sector (making up 60% of clients, or 50% of sales, 50% of which in Spain) will
remain a negative. Going forward, we see little improvement in public
administrations' cash position (we include here not only the public administrations &
healthcare vertical, but also security & defence, financial services and transport &
traffic).

In the table below we see Indra is currently trading at a discount to its European
peers. We believe this will not reverse in the medium term.

P/E 11E P/E12E EV/EBIT 11E EV/EBIT 12E  EBIT Margin % 11E  EBIT Margin % 12E

13 11 oAl 7.6 6 5.9
13.4 11.2 7.5 58 7.8 8.8
10.2 8.8 8.3 6.8 7.7 8.3

9.8 8.2 7.2 6 7.1 7.7
11.3 10.6 8.6 7.9 6.8 6.9
124 10.5 8.1 6.6 7.3 7.9
12.2 11.6 9.8 9.1 10.3 10.6

Source: CA Cheuvreux

n www.cheuvreux.com
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Spain to be little help
in 2011E...

Il— 2011 guidance not risk-free

We see Spanish sales down 2% in 2011, with sales abroad +9% y-o-y, enough to reach
guidance of at least 2% group revenue growth. Nevertheless, we see guidance as
aggressive, and believe Indra is more dependent than ever on expansion abroad, risky
in our view at a time when European sales are under pressure and competition in
LatAm is on the rise.

m Spain not yet improving
Indra share price is +9% YTD, slightly outperforming the Spanish Ibex 35 index.

This outperformance has been due to an overall better environment for Spanish equities
and hopes of Spain's macro outlook improving, allowing Indra's domestic sales growth to
get back into the black by the end of 2011. Spain accounts for c.a. 60% of Indra's sales.

We disagree with these hopes. Spain will be of little help to Indra in 2011, at least in
organic terms. Although GDP growth in 2011 and 2012 (we look for +0.5% and +1.7%,
respectively) is set to beat that of 2010 (down 0.3% y-o0-y), it will be difficult for Indra's
Spanish sales (on a I-f-I basis) to exceed 2010 figures (on a reported basis we look for a
2% annual decrease). We do not see the 2010 sales performance (domestic sales +2% in
Q4 vs. 5% y-o-y decrease seen to September) as a trend to be extrapolated to 2011E. In
fact, the company still expects domestic sales to slightly decrease y-o-y in 2011E (though
below the c.a. 3% decrease seen in 2010.

It is not that we are sceptical of the Spanish government's plan to cut the deficit, but it
does mean there will be spending restrictions. As we can see below, our macro
expectations are for Spanish public spending to drop by c.a. 1% p.a. in both 2011E and
2012E. Personal spending will also remain weak in 2011E (+0.1% y-o0-y vs. the +1.1%
seen in 2010), whilst projections for 2012E (+1.5% y-0-y) in our view do not support
expectations of domestic sales growing above our +2% forecast for 2012E. One could
argue that confidence in Spain is to improve. We would say that confidence does not pay
the bills.

SPAIN MACRO ESTIMATES 2009-12E

y-o0-y change

Total GDP (chained 2000 prices)

Personal spending

Public spending

Gross fixed capital formation
Total domestic demand

Net exports (contribution to growth)

...due to weak public
sector

2009 2010E 2011E 2012E
-3.7 -0.3 0.5 1.7
-4.2 1.1 0.1 1.5

3.2 -0.1 -0.8 -0.8

-16.0 -7.6 -2.0 2.5

-5.9 -1.2 -0.5 1.3
3.2 0.9 1.1 0.4

Source: CA Cheuvreux

IT sector spending remains correlated to GDP (at 1.5x to 2x deflated GDP, which would in
theory imply negative growth for IT services in Spain in 2011E). Certainly, some players in
Spain are pointing to stabilisation or an upward trend (despite remaining tough) but these
players are just exposed to the commercial sector and not to Spain's public sector.

It is true that Indra has recently signed several multi-annual contracts (Prisa and
Telefonica, among others) which are to ramp up in 2011, though in our view at the
expense of operating margins. On the other hand, we do not see the Security & Defence
business in Spain recovering in the medium term (Spanish government needs to cut c.a.
EUR30bn deficit in 2011).

www.cheuvreux.com
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Sales guidance of
+2% achievable...

...sales abroad under
pressure in 2011E

In connection with the above, the public sector (c. a. 60% of Indra's revenues) will in our
view be likely to downsize contracts going forward (and this pressure will probably be
sustained in 2012, once a new government comes in with austerity measures to be
implemented). We do not see Indra fighting these decisions in the courts but rather
negotiating with the government.

We believe it is still too soon to bet on a recovery (most of those looking for flattish sales
growth in 2011 agree on H1 being weak and a return to growth in H2). We definitely need
more visibility before placing our bets on a strong Spain as from June 2011. Furthermore,
we would adopt a very cautious stance on regional and local administrations (to whom
Indra is exposed via the Public Administrations and Healthcare vertical).

m 2011 guidance is not risk-free

Indra is guiding for a 2% increase in sales in 2011 with order intake expected to exceed
both sales growth and 2010 order intake y-o-y growth of 7%. Robust sales abroad should
more than offset domestic sales (Spain c.a. 60% of total sales), which the company
estimates will show flattish to slightly negative growth. The company does not provide
details by vertical.

Margin-wise, Indra looks for an EBIT margin of at least 10.5%, with no restructuring
charges to be included (although the company is not definitely ruling them out).

INDRA: GUIDANCE FOR 2011

(EUR m) Guidance CA Cheuvreux Consensus
Sales >2% 2.0% 2.3%
o/w Spain -2.0%

o/w Abroad 8.4%

Order intake > 7%

EBIT margin At least 10.5% 10.3% 10.8%

Source: Indra

Though most read Indra's guidance as conservative and cautious (it came out below
consensus at that time), we believe it is aggressive. Indra has stated that conditions will
remain tough in Spain during 2011 (though it expects to see some positive signs later in
the year). We should not take g-o-q sales performance in 2010 (from c.a. 3% negative
growth in Q2 to c.a. 7% positive in Q4) as a proxy for what to expect in 2011E.

Notwithstanding the above, our estimates are in line with those of the company at the
sales level (+2%), and more conservative in terms of EBIT margin (we look for 10.3% EBIT
margin).

Sales abroad need to grow 9% in 2011

Based on our estimates of sales in Spain coming down 2% y-o-y in 2011E, we would
need sales abroad to grow by 9% in 2011 in order to meet the company's guidance. We
believe it will be harder for sales abroad to continue offsetting weak domestic sales, even
though management has guided for significant growth in Indra's international sales.

Indra's sales abroad made up 39% of total sales at the end of 2010, with the following
geographical breakdown: Europe 17% of total sales, LatAm 15% of total sales,
Asia/Africa/Australia 6% of total sales, US 1% of total sales.

n www.cheuvreux.com
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INDRA: REVENUES - GEOGRAPHICAL BREAKDOWN

(EUR m)

Domestic market
weight

International markets
o/w Europe

o/w US

o/w LatAm

o/w Other

Total Sales

Europe sales to come
down 5% in 11E...

...all the best in LatAm

EBIT margin at 10.3%
in 11, below guidance

2009 %10/09 2010 %11/10 2011E %12/11 2012E
1613.0 -2.9% 1566.2 -2.0% 1534.9 1.0% 1 550.2
64% n.m. 61% n.m. 59% n.m. 57%
900.2 10.1% 990.8 8.4% 1073.6 71% 1149.6
448.5 -5.2% 425.2 -5.0% 403.9 1.0% 408.0
31.6 -9.8% 28.5 3.0% 29.4 1.0% 29.6
264.0 40.7% 371.5 20.0% 445.8 10.0% 490.4
156.1 6.1% 165.6 17.5% 194.5 13.9% 221.6
2513.2 1.7% 2557.0 2.0% 2 608.5 3.5% 2699.9

Source: Indra, CA Cheuvreux

The recent performance and outlook for each geographical area are as follows:

B Europe: looking at Q4 sales performance, Europe seems to be slowing down.
European sales (which accounted for 17% of the total figure at the end of 2010) were
down 19% y-o-y in Q4, with an annual decrease of more than 5%. This weak
performance is unlikely to be reversed in 2011, principally due to continued delays in
the latest stage of the Eurofighter. We look for European sales to drop by 5% y-o-y in
2011.

B LatAm: LatAm sales massively outperformed in Q4, with 69% y-o-y growth. It
seems clear that LatAm will need to offset the above-mentioned likely weak
performance of European sales. We are nevertheless not ultra-comfortable with
LatAm sales needing to grow by c.a. 20% y-o-y in 2011E, due to currency risk.
Should we go for an average 10% depreciation in LatAm currencies, we would need
LatAm sales to surpass the 30% annual growth in local currency, which we see as
tight, despite contracts signed in Brazil, Mexico, Chile and Peru. We should not
downplay the pricing risk in LatAm, one of the few growth areas worldwide, where
other European players are heading.

In fact, although Cap Gemini is targeting c.a. 20% revenue growth in Brazil this year,
the EBITA margin should stay in the 6% region within a highly competitive market.

abroad).

Furthermore, we should not underestimate the impact on contract and sales growth of the
ongoing geopolitical unrest in Northern Africa (which accounts for c.a. 2% of Indra's sales

10.5% EBIT margin guidance

As regards operating margins, Indra is guiding for at least 10.5% for FY-11, assuming no
restructuring costs. As stated, we are slightly below the company's assumptions at

10.3%, in view of the following:

B Pricing pressure to continue in mature markets such as Spain. High growth areas
such as LatAm could start to show pricing pressure.

m Defence, a high-margin activity, to remain weak in 2011E. We look for defence
sales to come down by more than 10% y-o-y next year.

B Solutions (higher margin area) to show limited organic growth (defence to remain
weak on Eurofighter, the same for Energy), with services (outsourcing) continuing to
gain weight (Telecoms & Media, Finance & Insurance).

m More importantly, the public sector will continue exercising downward pressure
on margins (on top of a clutch of revenues) since key vendors such as Indra are now
more engaged (higher weight of larger and longer-term contracts).
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Sales +1.7%, in line
with 2% guidance

Q4 performance, not
100% organic

INDRA: Q4 PERFORMANCE
(EUR m, %)

Sales

Traffic and Transport
Financial Services
Telecoms and Media
Public Health

Industry and Energy
Defence and Security
Recurrent EBIT
Recurrent EBIT margin
Reported EBIT
Reported EBIT margin

lll— 2010 guidance met...

Indra's 2010 results were in line with the company's guidance: sales +2% to
EUR2.56bn, order intake +7%, recurrent EBIT margin of 11.2%.

m Sales +2% y-0-y, 11.2% adjusted EBIT margin

Indra has complied with all its 2010 targets, with sales growing by 2% to EUR2.56bn,
order intake up by 7% (to EUR2.88bn, an implied book to bill of c.a. 111%), and EBIT
margin (excluding EUR33m restructuring costs, vs. the EUR15.3m initially anticipated) of
11.2%. The company also stated that 2010 DPS will be at least the same as in 2009
(EUR0.66 DPS: we previously looked for EUR0.60, which implies increasing the payout
from 55% in 2009 to c.a. 60% in 2011).

INDRA: 2010 GUIDANCE MET

Guidance 2010

Sales 2% 1.7%
Order intake >5% 7.0%
EBIT margin In the 11.4% range 11.2%

Source: Indra

This implies highly positive performance in Q4-10, with sales growth of close to 7%
(compared with flat performance to September), and even a y-o-y rise in sales in Spain
(+2% y-o-y in Q4, vs. 5% annual decrease seen to September and 3% negative growth in
Q8 standalone). International sales also picked up on a quarterly basis, with 16% y-o-y
growth in Q4 standalone, way above the +8% seen to September and the 7% standalone
growth seen in Q3.

Q4-09 y-0-y Q4-10 To September
634.3 7.0% 678.4 0.0%
117.2 19.2% 139.7 9.1%
63.4 45.7% 92.4 10.7%
71.5 13.6% 81.2 9.0%
92 1.6% 93.5 3.0%
90.9 14.2% 103.8 (10.9%)
199.3 (15.8%) 167.8 (11.7%)
70.7 12.0% 79.2 (4.0%)
11.1% 11.7% -
70.7 (13.6%) 61.1 (11.0%)

11.1% 9.0% -

Source: Indra

By vertical, Telecoms & Media surged 45.7% y-0-y (a sharp improvement from the 11%
growth seen in the first nine months of the year), along with Traffic & Transport (+19.2%
vs. +9% to September), Finance & Insurance (+14% vs. +9% to September) and Industry
& Energy (+14% y-o-y in Q4 vs. c.a. 11% annual decrease to September).
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EUR33m restructuring
charges

There are several reasons for the sharp outperformance seen in Q4 (as shown in the table
above):

B Calendar adjustments at the Industry & Energy vertical led to an abnormally
weak performance in Q3 (c.a. EUR10m delay in one contract), which was reversed in
Q4.

B Telecoms & Media: the contract with the Spanish media publisher Prisa kicked
in, with Q4 in our view showing a higher than average run rate. Otherwise, we believe
there has been "non-organic" volume growth at certain telecoms clients (which are
"externalising" some costs to Indra in exchange).

B Higher than anticipated restructuring charges: EUR33m (c.a. 1.5% of total
revenues) for FY-10 vs. the EUR11m initially guided for at the beginning of the year. It
is nevertheless true that Indra had already announced restructuring charges were to
stand at EUR33m.

B Acquisitions: financial investments amounted to c.a. EUR30m in Q4-10 (vs.
EUR19m to September). It must be said that a portion of these investments (some of
FY-10 financial investments referred to units Indra was already fully consolidating
such as Indra Espacio, hence no additional impact on revenues) resulted in the non-
organic growth that partially helped Indra to meet its 2010 targets.
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CF conversion
weakening

Still risk of payment
delays

IV— ...though not free of charge

WC management has proven to be the name of the game for Indra in 2010 and going
forward. WC increased to 93 days (from 80 in 2009, and we estimate it will reach 100
days in 2011E), indicating that the company's need for funding customer/sales growth
is on the rise. This obviously has a negative impact on FCF generation, which will
remain weak in 2011-12E, leading to net debt/EBITDA of 1.1x in 2011E, and more
importantly, cash conversion (FCF before financial investments & buybacks/sales) at
less than 3%.

m CF conversion continues to worsen

Indra's cash flow conversion continued to weaken in 2010, with net WC increasing again
in Q4 to stand at 93 days (compared with 80 days in 2009). Furthermore, other operating
FCF also dropped sharply from last year (from EUR17m outflow in 2009 to EUR39m
outflow in 2010, for apparently little reason), taking FCF to a negative figure of
EUR140.6m, or EUR29m net of financial investments.

INDRA: FCF 2010

(EUR m) 2009 y-0-y 2010
Pre-tax profit 260.7 (27.1) 233.6
Depreciation 42.0 0.1 42 1
Provisions and Other 10.2 3.0 13.2
Net financial result 24.9 (5.8) 19.1
Changes in WC (49.7) (56.2) (105.9)
Other operating changes (16.7) (22.1) (38.8)
Income taxes paid (61.7) 7.3 (54.4)

(vs. P&L taxes) 1.0 9.7) (8.7)
Capex (79.8) 9.2 (89.0)
Financial investments (20.2) (29.1) (49.3)
Dividends (98.8) (8.0) (106.8)
Changes in treasury stock 12.9 (19.3) 6.4)
Other 9.9) 20.6 10.7
Changes in net debt 14.9 (155.5) (140.6)

Source: CA Cheuvreux

In our view this suggests that operational trends are worsening, since the numbers
indicate that the company needs to provide better payment terms to grow its contract
base. We agree Indra's client base is good quality, though in our view the relative weight
of these high-quality clients (which are under great pressure) has increased in the
downturn, which makes it easier for them to keep on reducing the size and scope of
contracts (those clients now have higher bargaining power).

In fact, we believe there is certain downside risk on cash conversion as Public
Administrations remain under pressure. We might see no further worsening of down
payments at Defence & Security, though others are still under pressure.

As stated, the company barely generated FCF in 2010, at c.a. EUR30m adjusted by
financial investments. This put cash conversion (FCF before financial investments and
buybacks/total sales) at 1% in 2010, a marked deterioration from the c.a. 5% of 2009.

m www.cheuvreux.com



8 March 2011 SPAIN

p7? CHEUVREUX

Indra CREDIT AGRICOLE GROUP

INDRA: CF 2009-12E
(EUR m, %)

Net profit before minorities
Depreciation

Non-cash provisions
Minorities

Other

Total operating cash flow
Working capital

CAPEX

Financial investments

FCF before dividends & buybacks
Buybacks & other
Dividends

Decr. (incr.) in net debt
CF conversion

Net debt/EBITDA of
1.1xin 2011E

Increasing divergence
between P&L & CF

2009 2010 2011E 2012E
198.0 187.9 188.0 200.7
42.0 421 46.3 50.8
0.0 0.0 0.0 0.0
0.2) (0.9) 0.0 0.0
12.5 (5.6) (12.5) (12.5)
252.3 223.6 2.7 239.0
49.7) (105.9) (54.4) 1.8
(79.8) (89.0) (85.0) (85.0)
(20.2) (49.3) (15.0) (15.0)
102.6 (20.7) 67.3 140.8
11.3 (12.4) (5.0) (5.0)
(99.0) (107.6) (115.0) (115.0)
14.9 (140.6) (52.6) 20.7
4.9% 1.1% 3.2% 5.8%

Source: CA Cheuvreux

2011 will also be a tough year in terms of cash conversion. We look for a EUR53m
increase in net debt, or c.a. EUR67m FCF before dividends and financial investments, an
implied CF conversion of 3%, in our view too low for the multiples at which the company
is trading.

This will imply Indra's net debt staying above the EUR300m mark over the next two years,
with net debt/EBITDA standing at above 1x in 2011E. Although this cannot be considered
stretched according to average market standards, it would be Indra's highest in recent
history.

P&L less relevant now, Q4 says so

We believe Indra's meeting its P&L guidance is of limited relevance within the current
environment. In other words, in our view we should not look at the P&L in isolation but
more than ever compare it with the CF evolution.

Looking at Q4 P&L, we note that sales in Spain returned to positive growth (from a 5% y-
o-y decrease to September), and bookings increased robustly. In the same period, net
debt grew on rising WC outflow, increasing financial investments, and other CF captions
weighing negatively (cash taxes in Q4 were c.a. EUR21m higher than P&L taxes, vs.
EUR13m in Q4-09).

INDRA: Q4 SELECTED INFORMATION

(EUR m) Q4-09 y-0-y () Q4-10
P&L
Order intake 749.2 20.6 769.8
Domestic sales 401.9 7.6 409.5
FCF
Changes in WC 88.1 -69.4 18.7
Financial investments -8.6 -21.4 -30

Source: Indra

Accordingly, we believe less attention will be paid over the coming quarters to the P&L
evolution, with the focus to remain on FCF performance (with WC likely to remain under
pressure). In other words, we believe investors will be concerned about how much Indra
will need to utilise its balance sheet in order to keep its customers/sales.
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EBIT margin from
9.8% in 2010 to 10.6%

V— Consolidated estimates

We look for EUR338m EBITDA and 10.6% operating margin in 2012E (one year later
than company's guidance). In our view, pressure on margins will remain going forward,
due to a combination of price pressure (not only in Spain but also in LatAm) and
change of mix (higher weight of multi-year contracts at lower margins).

m 10.6% EBIT margin for 2012E

Below we show our main P&L estimates for Indra in 2008-12E. Sales should grow by
between 2% and 4% p.a. over the next two years, with the EBIT margin rising from 9.8%

in 2012E at the end of 2010 (reported) to 10.6% in 2012E.
INDRA: MAIN P&L ESTIMATES 2009-12E
(EUR m, %) 2009 %10/09 2010 %11/10 2011E %12/11 2012E
Revenues 2513 2% 2 557 2% 2 608 4% 2 700
Other income 61 23% 74 2% 76 2% 78
EBITDA 327 0% 327 -4% 316 7% 338
EBIT 285 -12% 252 7% 269 7% 287
EBIT margin 11.4% N.M. 9.8% N.M. 10.3% N.M. 10.6%
Financial results (25) -23% (19) 49% (29) 5% (30)
Equity method 0 0% 1 0% 0 0% 0
Pre-tax profits 261 -10% 234 3% 241 7% 257
Taxes 63 0% 46 0% 53 0% 57
Minority interests @) 0% 1 0% 1 0% 1
Net profit 196 -4% 189 0% 189 7% 201
EPS 1.19 4% 1.15 0% 1.15 7% 1.23

As regards sales breakdown by vertical, our main estimates are the following:

INDRA: REVENUE BREAKDOWN BY ACTIVITY 2009-12E

Source: Indra, CA Cheuvreux

(EUR m, %) 2009 %10/09 2010 %11/10 2011E %12/11 2012E
Consolidated Revenues 2513.3 1.7% 2 557.0 2.0% 2 608.5 3.5% 2 699.9
o/w Transport and Traffic 497.6 11.5% 554.8 6.0% 588.1 6.0% 623.4
o/w Telecoms and Media 270.2 18.9% 321.3 11.7% 358.9 8.0% 387.6
o/w Public Admin / Healthcare 347.5 2.6% 356.6 3.9% 370.5 0.0% 370.5
o/w Finance and Insurance 334.4 10.0% 367.7 8.8% 400.1 5.5% 422.1
o/w Energy and Industry 381.6 -5.0% 362.7 -1.4% 357.6 1.5% 363.0

682.0 -12.9% 593.9 -10.2% 533.3 0.0% 533.3

o/w Defence (IT+Systems)

Highest growth
contributor in 11-12E

Source: CA Cheuvreux

m Traffic & Transport: we look for c.a. 6% revenue growth p.a. in 2011-12E, a
certain slowdown following very strong years.

B Telecoms & Media: sales within this vertical should grow by 11.7% y-o-y in
2011E, thanks to the ramp-up of contracts such as Prisa, coupled with others signed
with Telefonica.

B Public Administrations: in our view, although a reduced number of suppliers
should in theory benefit Indra, contracts will be downsized in 2011E, hence sales to
come down 1.7% this year (+3.9% y-o0-y adjusted by sales from balloting systems).

B Finance & Insurance: +8.8% y-o-y in 2011, +5.5% in 2012E.

B Industry & Energy: weakness expected to continue in 2011-12E. We estimate
1.4% sales decline in 2011E, with a slight recovery in 2012E (+1.5%).
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Spain weight down to
57% in 2012E

B Defence: we expect continued pressure in this vertical, and look for 10.2%

annual decrease in 2011E (Spanish budget cuts and Eurofighter).

In terms of geographical breakdown, we expect Spain to move from accounting for 64%
of total sales at the end of 2009 to 57% by 2012E. We expect LatAm and others to be the
main growth drivers among foreign markets.

INDRA: REVENUES GEOGRAPHIC BREAKDOWN 2009-12E

(EUR m, %)
Domestic market
weight

International markets
o/w Europe

o/w US

o/w LatAm

o/w Other

Total Sales

Positive FCF in 2012E

2009 %10/09
1613.0 -2.9%
64% n.m.
900.2 10.1%
448.5 -5.2%
31.6 -9.8%
264.0 40.7%
156.1 6.1%
2513.2 1.7%

2010

1 566.2
61%
990.8
425.2
28.5
371.5
165.6
2557.0

%11/10 2011E
-2.0% 1534.9
n.m. 59%
8.4% 1073.6
-5.0% 403.9
3.0% 294
20.0% 445.8
17.5% 194.5
2.0% 2 608.5

%12/11 2012E
1.0% 1550.2
n.m. 57%
7.1% 1149.6
1.0% 408.0
1.0% 29.6
10.0% 490.4
13.9% 221.6
3.5% 2699.9

Source: Indra, CA Cheuvreux

In terms of FCF generation, we look for net debt to continue increasing in 2011E
(EUR67m) before staying flat y-o-y in 2012E. Though we see no major risk of the company
lowering the dividend or share buyback programs, we would not rule it out in the event
that M&A became a greater priority.

INDRA: CASH FLOW STATEMENT 2009-12E

CASH FLOW STATEMENT

Net profit before minorities
Depreciation

Minorities

Other

Total operating cash flow
Working capital

CAPEX

Financial investments

FCF before dividends & buybacks

Buybacks & other
Dividends

Decr. (incr.) in net debt
CF conversion

2009
198.0
42.0
0.2)
125
252.3
(49.7)
(79.8)
(20.2)
102.6
1.3
(99.0)
14.9
4.9%

m www.cheuvreux.com

2010
187.9
421
(0.9)
(5.6)
223.6
(105.9)
(89.0)
(49.3)
(20.7)
(12.4)
(107.6)
(140.6)
1.1%

2011E
188.0
46.3
0.0
(12.5)
221.7
(54.4)
(85.0)
(15.0)
67.3
(5.0)
(115.0)
(52.6)
3.2%

2012E
200.7
50.8
0.0
(12.5)
239.0
1.8
(85.0)
(15.0)
140.8
(5.0)
(115.0)
20.7
5.8%

Source: Indra, CA Cheuvreux
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Our DCF Valuation

WACC IMPLICIT BETA AND WACC AT THE CURRENT SHARE PRICE
Risk-free rate 5.5% Implicit Beta 1.10
Risk premium 4.0% Implicit WACC 8.8%
Beta 1.00
Cost of equity 9.5%

Gearing in market value 12.7%

Credit spread 1.5%

Cost of debt 7.0%

Tax rate 30.0%

WACC 9.0%

DCF SUMMARY

mmﬂﬁmmﬂmmm

EBITDA 412

Tax on EBITA (49) (59) (63) (67) (68) (70) (76) (78) (79)
Change in WCR (106) (67) 0 11 (20) (15) (15) (15) (15)
Capex ®9) (85) (85) (85) (74) (77) (79) (81) (83)
Financial investments (49) (15) (15) (15) (15) (15) (15) (15) (15)
Disposals 0 0 0 0 0 0 0 0 0
Operating FCF 0 103 181 216 195 207 227 233 239
Discounted free cash flow 0 95 154 169 141 138 139 132 124

(EUR m) FCF growth DCF value % EV x/EBITDA x/EBITA

Years 1-8 +50.4% 991 41.0%

Terminal value +1.5% 1 606 59.0% 7.9 9.1
Enterprise value 2 597 100.0% 8.8 11.1

DCF VALUE
Enterprise value 2 597
Financial assets and associates (69)

Pension provisions 0

Other provisions 0
Net financial debt (328)

Minority interests 0
Dilution 0

Shareholders' equity 2217

/ Number of shares (m) 164

/ Potential number of new shares (m) 0.00
Per Share, fully diluted (EUR) 13.51
Last Price (EUR) 13.97

'yl www.cheuvreux.com
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® CORPORATE GOVERNANCE DETAILS

0 N O OO B~ O DN =

. Does the company have a combined chair/CEO?

. Percent Independent Directors

. Does the company disclose its corporate governance policies or guidelines?

. Do all executive board members own shares after excluding options held?

. Is the company currently under investigation for accounting irregularities?

. Do all common or ordinary equity shares have one-share, one-vote, with no restrictions?

. Do shareholders have a right to convene an EGM with 10% or less of the shares requesting one?
. Do shareowners have a right to act in concert through written communication?

9.

Potential Dilution from Stock Options Outstanding + Not Yet Granted Under Old or New Plans

10. Is there a single shareholder or shareholder group which controls a majority of the voting power of the company?

11. Has the company adopted a shareholder rights plan (“poison pill")?

12. Disclosure on CEO remuneration details (amount detailed if disclosed)

The information contained in this table is written and presented under the sole responsibility of GMI. CA Cheuvreux does not accept any responsibility
for any loss which may arise from reliance on information contained in this table

m www.cheuvreux.com
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[FYto31/12(Ewom) | 2004|2005/ 2006 __2007| __2008] 2009 2010 _ 2011E| _ 2012E
Profit & Loss Account
Sales 870.3 1202.2 1 406.8 2167.6 2379.6 2513.3 2557.0 2 608.6 2702.7
% Change -11.3% 38.1% 17.0% 54.1% 9.8% 5.6% 1.7% 2.0% 3.6%
Staff costs (316.6) (352.0) (458.9) (856.9) (941.1) (1 006.9) (1 047.6) (1 079.0) (1111.4)
Other costs (628.4) (690.4) (763.5) (1 053.8) (1130.3) (1179.0) (1215.5) (1210.6) (1247.3)
EBITDA (74.7) 159.8 184.4 256.9 308.2 327.4 294.0 319.0 344.1
% Change NS NS 15.4% 39.3% 20.0% 6.2% -10.2% 8.5% 7.9%
Depreciation (19.5) (17.5) (20.8) (33.4) 37.7) (42.0) (42.1) (50.6) (59.1)
EBITA (94.2) 142.3 163.6 223.5 270.5 285.4 251.9 268.4 284.9
% Change NS NS 15.0% 36.6% 21.0% 5.5% -11.8% 6.6% 6.2%
Goodwill amortisation before OP 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Goodwill amortisation [impairment test] 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Non recurring operational items 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
EBIT (94.2) 142.3 163.6 223.5 270.5 285.4 251.9 268.4 284.9
Net financial items 4.4 4.5 (1.4) (12.7) (22.9) (24.9) (19.1) (29.1) (31.8)
Non recurring financial items 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other exceptional items (5.6) 0.7) 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Tax (22.8) (37.9) (44.2) (57.4) (65.0) 62.7) (45.7) (52.6) (55.7)
Associates [contribution] 6.3 (0.8 0.0 0.0 3.5 0.2 0.9 0.0 0.0
Discontinuing activities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Goodwill amortisation 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net profit [loss] before minorities (124.5) 107.4 118.0 154.8 186.1 198.0 187.9 186.6 197.5
Dividend to preferred shares 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Minorities (4.5) (3.4) (3.8) (7.0) (3.7) (2.4) 0.6 0.6 0.6
Net attributable profit [loss] (129.0) 104.0 114.2 147.8 182.4 195.6 188.5 187.2 198.1
Restatement [impairment test] 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Adj. for exceptional items 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net attrib. profit [loss], restated (129.0) 104.0 114.2 147.8 182.4 195.6 188.5 187.2 198.1
% Change NS 180.7% 9.8% 29.5% 23.4% 7.2% -3.6% -0.7% 5.8%
Cash Flow Statement
Cash flow 102.0 124.9 138.8 188.3 220.3 252.3 223.6 217.2 231.6
% Change -9.6% 22.4% 11.2% 35.6% 17.0% 14.5% -11.4% -2.8% 6.6%
Change in WCR (5.6) (58.6) (64.5) (47.5) (65.7) (49.7) (105.9) (56.6) (0.1)
Capex (14.6) (17.3) (38.0) (72.8) (61.5) (79.8) (89.0) (85.0) (85.0)
o/w Growth capex 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net cash flow 81.8 49.0 36.4 68.0 93.1 122.8 28.7 75.6 146.5
Financial investments (0.0) (62.4) (124.4) (312.0) (11.5) (20.2) (49.3) (15.0) (15.0)
Net buyback of treasury shares 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Disposals 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Dividend paid (16.4) (68.0) (55.4) (128.0) (80.0) (99.0) (107.6) (115.0) (114.2)
Capital increase 0.0 0.0 0.0 280.0 0.0 0.0 0.0 0.0 0.0
Other cash flow 1.1 (55.3) 0.0 170.6 0.0 11.3 0.0 0.0 0.0
Dec. [inc.] in net debt 66.5 (136.7) (143.4) 78.6 1.6 14.9 (128.2) (54.4) 17.3
Balance Sheet
Shareholders' equity [group share] 401.5 283.0 345.7 696.6 782.6 931.8 991.0 1084.9 1168.8
Minority interests 35.8 19.7 26.3 42.0 42.2 45.3 23.0 23.0 23.0
Pension provisions 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other provisions 93.6 68.4 751 97.0 107.0 94.4 129.6 129.6 129.6
Net debt [cash] (205.2) (54.2) 58.9 150.3 148.7 134.6 274.9 341.7 336.8
Gearing [%] NS NS 15.8 20.3 18.0 13.8 271 30.8 28.3
Capital invested 325.7 316.9 506.0 985.9 1 080.5 1206.1 14185 1579.2 1658.2
Goodwill 62.9 108.7 184.6 424.3 431.8 440.2 456.3 456.3 456.3
Intangible assets 28.1 38.6 63.2 97.1 119.7 100.5 164.8 231.5 288.1
Tangible assets 67.2 68.4 94.0 131.2 1241 76.0 93.1 114.8 121.4
Financial assets 113.1 33.8 32.4 37.0 42.9 41.4 50.5 66.1 81.7
Associates 0.0 (0.0) 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Working capital requirement 54.4 67.4 131.9 296.3 362.0 548.1 654.0 710.6 710.8
WCR as a % of sales 6.3 5.6 9.4 13.7 15.2 21.8 25.6 27.2 26.3
Capital employed 325.7 316.9 506.0 985.9 1080.5 1206.1 1418.6 1579.2 1658.2
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[FYto31/12(Euro)) | 2004| __2005| __2006| _2007| _2008] 2009| 2010 _ 2011E| _ 2012E]
Per Share Data (at 7/3/2011)
EPS before goodwill (0.84) 0.74 0.80 0.93 1.13 1.21 117 1.14 1.21
% Change NS 188.7% 7.6% 16.8% 21.4% 7.3% -3.6% -2.3% 5.8%
EPS, reported (0.84) 0.70 0.78 0.92 1.11 1.19 1.15 1.14 1.21
% Change NS 183.8% 11.9% 17.0% 21.3% 7.3% -3.7% -0.6% 5.8%
Goodwill per share 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Dividend per share 0.39 0.78 0.50 0.49 0.60 0.66 0.70 0.70 0.74
Cash flow per share 0.66 0.89 0.97 1.19 1.37 1.56 1.39 1.32 1.41
% Change -13.8% 34.6% 8.9% 22.4% 15.1% 14.5% -11.4% -4.5% 6.7%
Book value per share 2.2 11 1.8 3.8 4.2 5.0 5.3 5.9 6.4
No. of shares, adjusted 154.400 154.400 148.470 164.130 164.130 164.130 164.130 164.130 164.130
Av. number of shares, adjusted 154.400 148.470 145.870 161.440 164.130 164.130 164.130 164.130 164.130
Treasury stock, adjusted 0.000 8.210 2.600 2.700 2.700 2.700 2.700 0.000 0.000
Share Price [Adjusted]
Latest price 12.57 16.51 18.61 18.58 16.19 16.46 12.79 13.97 13.97
High 12.88 18.47 19.19 20.85 18.92 18.20 17.30 14.40 -
Low 9.85 12.07 13.92 16.70 12.90 13.25 12.18 12.34 -
Average price 10.92 15.44 16.49 18.74 16.93 15.76 14.17 13.64 -
Market capitalisation 1940.8 2451.2 2763.0 3001.3 2613.7 2701.6 2098.4 22921 22921
Enterprise value 1735.6 2397.0 2821.9 3151.6 2907.0 2980.8 25179 2778.4 27735
Valuation
P/E NS 22.3 23.3 20.0 14.3 13.6 10.9 12.2 11.6
P/E before goodwill NS 22.3 23.3 20.0 14.3 13.6 10.9 12.2 11.6
P/CF 19.0 18.5 19.2 15.7 11.9 10.5 9.2 10.6 9.9
Attrib. FCF yield [%] 4.2 2.0 1.3 2.3 3.6 4.5 1.4 &8 6.4
P/BV 5.7 15.7 10.2 4.9 3.9 3.3 2.4 2.4 2.2
Enterprise value / Op CE 8.2 8.5 6.0 3.3 2.8 2.6 1.8 1.8 1.8
Yield [%] &l 4.7 2.7 2.6 3.7 4.0 55 5.0 518
EV/EBITDA, restated NS 15.0 15.3 12.3 9.4 9.1 8.6 8.7 8.1
EV/EBITA, restated NS 16.8 17.2 1441 10.7 10.4 10.0 104 9.7
EV/Sales 1.99 1.99 2.01 1.45 1.22 1.2 1.0 1.1 1.0
EV/Debt-adjusted cash flow 17.6 19.7 20.2 16.0 12.3 11.0 10.5 11.6 10.8
Financial Ratios
Interest cover 17.0 NS NS NS 13.5 13.1 15.4 11.0 10.8
Net debt/Cash flow NS NS 0.4 0.8 0.7 0.5 1.2 1.6 1.5
EBITDA margin [%] NS 13.3 13.1 11.9 13.0 13.0 11.5 12.2 12.7
EBITA margin [%] NS 11.8 11.6 10.3 11.4 11.4 9.8 10.3 10.5
Net margin [%] NS 8.9 8.4 741 7.8 7.9 7.3 7.2 7.3
Capital turn [Sales/ Op. CE] 4.1 4.2 3.0 2.3 2.3 2.2 1.9 1.7 1.7
Gearing [%] NS NS 15.8 20.3 18.0 13.8 271 30.8 28.3
Payout ratio [%)] (46.7) 111.4 63.9 53.5 54.0 55.4 61.0 61.4 61.3
Return [%]
Pre-tax RoCE NS 50.3 34.5 23.6 26.1 24.5 18.4 17.7 18.1
RoCE after tax NS 37.2 25.1 17.2 19.3 18.6 14.8 13.8 14.1
ROE [%] NS 45.0 39.6 23.7 26.4 23.5 21.0 18.9 18.5
Return on equity, restated NS 45.0 39.6 23.7 26.4 23.5 21.0 18.9 18.5
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Important Disclosures

APPLICABLE DISCLOSURE CLAUSES

Indra EUR13.97 3/Underperform
A - One or more companies in the Crédit Agricole S.A. group owned more than 1% of the total issued share capital of the Company as of the end
of the second most recent month preceding the publication date of this report.

B - One or more companies in the Crédit Agricole S.A. group owned more than 5% of the total issued share capital of the Company as of the end
of the second most recent month preceding the publication date of this report.

C - The Company owned more than 5% of the total issued share capital of Crédit Agricole SA as of the end of the second most recent month
preceding the publication date of this report.

D - One or more companies in the Crédit Agricole S.A. group held, as of the end of the second most recent trading day, a net sales position higher
than 1% of the total issued share capital of the Company.

E - The trading portfolio of one or more companies in the Crédit Agricole S.A. group contained shares of the Company as of the end of the second
most recent trading day.

F - Crédit Agricole Cheuvreux and/or a company in the Crédit Agricole S.A. group is a market maker or a liquidity provider for the financial
instruments of the Company.

G - Crédit Agricole CIB and/or a company in the Crédit Agricole S.A. group has been involved within the last three years in a publicly disclosed
offer of or on financial instruments of the Company.

H - Crédit Agricole CIB and/or a company in the Crédit Agricole S.A. group has concluded or is party to a non confidential agreement relating to
the provision of investment banking services (except publicly disclosed offers mentioned under G) to the Company during the past 12 months
or that has given rise during the same period to the payment of compensation or to the promise to get a compensation paid.

|- This research has been communicated to the Company and following this communication, its conclusions have been amended before its
dissemination.

J - Adirector or a board member of the Crédit Agricole S.A. group is an officer, director, or board member of the Company.

SPECIFIC DISCLOSURE CLAUSES
None

CHEUVREUX'S RATING AND TARGET PRICE SYSTEM

Ratings are built for a 6 to 12 month time horizon.

1/Selected List Expected to outperform the market and is in our country selected list

2/Outperform Expected to outperform the market

3/Underperform Expected to perform at best in line with the market

4/Sell Expected to underperform the market substantially

No Rating or Suspended The investment rating and target price have been suspended. Such suspension is pursuant to

Cheuvreux's policy in circumstances when Cheuvreux's parent company, Crédit Agricole CIB, is
acting in an advisory capacity in a merger or strategic transaction involving this company or when
Calyon or Crédit Agricole has a beneficial interest in this company and in certain other
circumstances.

Target price methodology Cheuvreux's target prices are derived from one or more of the following methodologies: DCF,
SOP, peer comparison and EVA.
Quote definitions Unless specified, all quotes that appear on Institutional research reports are closing prices the last

business day.
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OVERALL RATING BREAKDOWN (AS AT 16/01/2011) RATING BREAKDOWN IN THE SECTOR (AS AT 16/01/2011)
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1/Selected List  2/Outperform  3/Underperform 4/Sell
0 Number of companies in each category 0
= Number of companies in each rating having received Crédit Agricole CIB investment banking services within 1/Selected List ~ 2/Outperform  3/Underperform 4/Sell
the last 12 months
SHARE PRICE TREND AND DATES OF CHANGES IN DATES OF CHANGES IN
RATING AND/OR TARGET PRICE TARGET PRICE AND/OR RATING
Date Rating Target
price
31 1 19/06/2008 EUR19.10
2 21/10/2008  3/Underperform EUR16.24
B31 3 10/02/2009 EUR15.70
4 02/12/2009 EUR16.00
15.31 4 5 29/06/2010 Suspended EUR0.00
6 07/03/2011 EUR13.51
14.31 4
13.31
231 - T T T T
06/08 12/08 06/09 12/09 06/10 /10
Share price B Ratingchange A Target price change

LOCAL REGULATORY AUTHORITIES

Cheuvreux legal entity Regulatory authority

Austria Crédit Agricole Cheuvreux Zweigniederlassung Wien Finanzmarktaufsicht (FMA)

France Crédit Agricole Cheuvreux SA Autorité des Marchés Financiers (AMF)

Germany Crédit Agricole Cheuvreux Niederlassung Deutschland Bundesanstalt fir Finanzdienstleistungsaufsicht (Bafin)
Greece Crédit Agricole Cheuvreux Regus Hellas SA Capital Market Commission (HCMC)

Italy Crédit Agricole Cheuvreux — Milan Branch Commissione Nazionale per le Societa e la Borsa (Consob)
The Netherlands Crédit Agricole Cheuvreux - Amsterdam Branch Autoriteit Financiéle Markten (AFM)

Spain Crédit Agricole Cheuvreux Espana SV SA Comision Nacional del Mercado de Valores (CNMV)
Sweden Crédit Agricole Cheuvreux Nordic AB Finansinspektionen

Switzerland Crédit Agricole Cheuvreux - Zurich Branch Autorité fédérale de surveill. des marchés financiers (FINMA)
UAE Crédit Agricole Cheuvreux - Middle East Branch Dubai Financial Services Authority (DFSA)

United Kingdom Crédit Agricole Cheuvreux International Ltd Financial Services Authority (FSA)

Turkey Crédit Agricole Cheuvreux Menkul Degerler A.S. Capital Markets Board (CMB)
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RESEARCH & DISTRIBUTION CENTRES

AUSTRIA

CREDIT AGRICOLE CHEUVREUX - VIENNA BRANCH OFFICE
5TH FLOOR, OPERNRING 3-5

1010 VIENNA

TEL: +43 122 712 70 00

FAX: +43 122 712 70 01

BENELUX

CREDIT AGRICOLE CHEUVREUX - AMSTERDAM BRANCH
HONTHORSTSTRAAT 9

1071 DC AMSTERDAM

TEL: +31 20 573 06 66

FAX: +31 20 672 40 41

FRANCE

CREDIT AGRICOLE CHEUVREUX S.A.
9, QUAI PAUL DOUMER

92400 COURBEVOIE

TEL: +33 141897000

FAX: +33 1 41 89 70 05

GERMANY

CREDIT AGRICOLE CHEUVREUX - FRANKFURT BRANCH
TAUNUSANLAGE 14

D-60325 FRANKFURT AM MAIN

TEL: +49 69 47 897 100

FAX: +49 69 47 897 530

GREECE

CREDIT AGRICOLE CHEUVREUX - ATHENS BRANCH
1 KORAI STREET (3RD FLOOR)

10564 ATHENS

TEL : +30 210 373 4000

FAX: +30 210 373 4001

ITALY

CREDIT AGRICOLE CHEUVREUX - MILAN BRANCH
VIA BRERA 21

20121 MILAN

TEL: +39 02 80 62 83 00

FAX: +39 02 86 46 15 70

SPAIN

CREDIT AGRICOLE CHEUVREUX ESPANA S.V. S.A.
PASEO DE LA CASTELLANA 1

28046 MADRID

TEL: +34 91 495 16 48

FAX: +34 91 495 16 60

SWEDEN

CREDIT AGRICOLE CHEUVREUX NORDIC AB
REGERINGSGATAN 38

10393 STOCKHOLM

TEL: +468 723 5100

FAX: +468 723 5101

D7 CHEUVREUX

CREDIT AGRICOLE GROUP

SWITZERLAND

CREDIT AGRICOLE CHEUVREUX - ZURICH BRANCH
BAHNHOFSTRASSE 18

8001 ZURICH

TEL: +41 4421817 17

FAX: +41 44 218 17 87

TURKEY

CREDIT AGRICOLE CHEUVREUX MENKUL DEGERLER A.S.
BUYUKDERE CAD. YAPI KREDI PLAZA C BLOK KAT:15
LEVENT 80620 - ISTANBUL

TEL: +90 212 371 19 00

FAX: +90 212 371 19 01

UNITED KINGDOM

CREDIT AGRICOLE CHEUVREUX INTERNATIONAL LIMITED
12TH FLOOR

MOORHOUSE - 120 LONDON WALL

LONDON EC2Y 5ET

TEL: +44 207 621 5100

FAX: +44 207 621 5101

DISTRIBUTION CENTRES

JAPAN

CHEUVREUX

CREDIT AGRICOLE SECURITIES ASIA B.V., TOKYO BRANCH
SHIODOME SUMITOMO BUILDING, 15TH FLOOR

1-9-2 HIGASHI-SHIMBASHI

MINATO-KU

TOKYO 105-0021

TEL: +81 3 4580 8522

FAX: +81 3 4580 5534

UNITED STATES
CREDIT AGRICOLE CHEUVREUX NORTH AMERICA, INC.

NEW YORK

1301 AVENUE OF THE AMERICAS 15TH FLOOR
NEW YORK, NY 10019

TEL: +1 (212) 492 8800

FAX: +1 (212) 492 8801

SAN FRANCISCO

50 CALIFORNIA STREET, Suite 860
SAN FRANCISCO, CA 94111

TEL: +1 (415) 255 9802

FAX: +1 (415) 956 9940

Copyright © Crédit Agricole Cheuvreux, 2011. All rights reserved

All prices are those current at the end of the previous trading session unless otherwise indicated. Prices are sourced from local exchanges via ThomsonReuters or Bloomberg unless otherwise indicated. Data is sourced from
CA Cheuvreux and subject companies.

This research report or summary ("Research”) has been prepared by Crédit Agricole Cheuvreux or one of its affiliates or branches (collectively “CA Cheuvreux”) from information believed to be reliable. The opinions and projections
expressed in this document are entirely those of CA Cheuvreux and are given as part of its normal research activity. CA Cheuvreux has not independently verified the information given in this document. Accordingly, no representation,
guarantee or warranty, express or implied, is made as to the accuracy, completeness, correctness or fairness of this information and opinions contained in this document or the research or analysis upon which such information and
opinions are based. Any opinions or estimates expressed herein reflect the judgment of CA Cheuvreux as of the date the Research was prepared and are subject to change at any time without notice. Unless otherwise stated, the
information or opinions presented, or the research or analysis upon which they are based, are updated as necessary and at least annually.

Not all investment strategies are appropriate at all times, and past performance is not necessarily a guide to future performance. CA Cheuvreux recommends that independent advice should be sought, and that investors should make their
own independent decisions as to whether an investment or instrument is proper or appropriate based on their own individual judgment, their risk-tolerance, and after consulting their own investment advisers.

CA Cheuvreux, its parent companies or its affiliates may effect transactions in the securities described herein for their own account or for the account of others, may have positions with the issuer thereof, or any of its affiliates, or may
perform or seek to perform securities, investment banking or other services for such issuer or its affiliates. The organisational and administrative arrangements established by CA Cheuvreux for the management of conflicts of interest with
respect to investment research are consistent with rules, regulations or codes applicable to the securities industry. These arrangements can be found in CA Cheuvreux’s policy for managing conflicts of interest, available at
www.cheuvreux.com. Current research disclosures regarding companies mentioned in this Research are also available at www.cheuvreux.com.

This Research is provided for information purposes only. It is not intended as an offer, invitation or solicitation to buy or sell any of the securities described or discussed herein and is intended for use only by those Professional Clients to
whom it is made available by CA Cheuvreux. This Research is not for distribution to Retail Clients. The recipient acknowledges that, to the extent permitted by applicable securities laws and regulations, CA Cheuvreux disclaims all liability
for providing this Research, and accepts no liability whatsoever for any direct, indirect or consequential loss arising from the use of this document or its contents.

1. IN THE UNITED STATES, CREDIT AGRICOLE CHEUVREUX NORTH AMERICA, INC. (“CAC NORTH AMERICA") SPECIFICALLY ADVISES THAT IT DID NOT PREPARE, HAS NOT CONTRIBUTED TO, HAS NOT ANALYZED, AND
DOES NOT ENDORSE THIS RESEARCH. CAC North America is a SEC-registered broker-dealer, and is not an investment adviser. CAC North America does not manage assets of other entities, CAC North America does not provide
investment advice, and CAC North America neither issues nor promulgates reports or analyses within the meaning of Section 202(a)(11) of the Investment Company Act of 1940, as amended. CAC North America is unable to provide any
additional information of any sort regarding this Research, and can neither support or refute any of the content, opinions, estimates, or conclusions contained in the Research. CAC North America further advises that this Research is solely
intended to be delivered to customers of CAC North America who qualify as “Major U.S. institutional investors” as defined in Rule 15a-6 of the Securities and Exchange Act of 1934, as amended (“CAC North America Customers”). CAC
North America Customers are restricted from re-delivering the Research to any other entity, and shall be held strictly liable for any and all costs, legal fees, damages, fines, or penalties resulting from any re-delivery of the Research to
persons or entities other than CAC North America Customers. The existence of this Research, or CAC North America’s forwarding the Research to certain of its customers, shall not be deemed a recommendation or endorsement by CAC
North America of the Research, a recommendation to effect any transactions in the securities discussed herein, or an endorsement of any opinion expressed in the Research.

2. In the United Kingdom, this report is approved and/or distributed by Crédit Agricole Cheuvreux Interational Ltd (authorised by the Financial Services Authority (‘FSA”).

3. In ltaly, this Research is approved and/or distributed by Crédit Agricole Cheuvreux SA and is not intended for circulation or distribution either to the public at large or to any other parties other than professional clients and/or qualified
counterparties, as defined in Legislative Decree No.58 of 24 February 1998 as amended, and implementing Consob regulations.

4. In Turkey, this document is based on information available to the public. CA Cheuvreux Menkul Degerler A.S. has spent reasonable care in verifying the accuracy and completeness of the information presented within the document and
cannot be held responsible for any errors, omissions or for consequences arising from the use of this information. The information should not be construed, implicitly or explicitly, as constituting investment advice. This document is not an
offer to buy or sell any of the securities discussed herein and has been prepared for the qualified representatives of our institutional investors.

5. In Germany this report is approved and/or distributed by Crédit Agricole Cheuvreux S.A. Niederlassung Deutschland (authorised and regulated by Bundesanstalt fiir Finanzdienstleistungsaufsicht (BaFin)).

THE DISTRIBUTION OF THIS DOCUMENT IN OTHER JURISDICTIONS MAY BE RESTRICTED BY LAW, AND PERSONS INTO WHOSE POSSESSION THIS DOCUMENT COMES SHOULD INFORM THEMSELVES ABOUT, AND
OBSERVE, ANY SUCH RESTRICTIONS. BY ACCEPTING THIS REPORT YOU AGREE TO BE BOUND BY THE FOREGOING INSTRUCTIONS.

The MSCI indexes are the exclusive property of MSCI Inc. (‘MSCI”). MSCI and the MSCI index names are service mark(s) of MSCI or its affiliates and have been licensed for use for certain purposes by CA CHEUVREUX. The financial securities
referred to herein are not sponsored, endorsed, or promoted by MSCI, and MSCI bears no liability with respect to any such financial securities. The Prospectus contains a more detailed description of the limited relationship MSCI has with CA
CHEUVREUX and any related financial securities. No purchaser, seller or holder of this product, or any other person or entity, should use or refer to any MSCI trade name, trademark or service mark to sponsor, endorse, market or promote this
product without first contacting MSCI to determine whether MSCI’s permission is required. Under no circumstances may any person or entity claim any affiliation with MSCI without the prior written permission of MSCI.

The Dow Jones GCC Index™, or other applicable index, are calculated, distributed and marketed by Dow Jones & Company, Inc. , a licensed trademark of CME Group Index Services LLC ("CME"), and have been licensed for use. All content of the
Dow Jones Indexes™ © 2010 Dow Jones & Company, Inc.

No part of this report may be reproduced in any manner or redistributed without the prior written permission of CA Cheuvreux.
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