
 

Macro Commodities Forex Rates Equity Credit Derivatives 

 

 

 10 May 2011

Equity 
 

IT Services Rating upgrade

www.sgresearch.com  
   

   
 

Spain 

INDRA 
Indra’s profit should bottom out in H1 11. Upgrade to Buy with new TP of €17 
 

  
 Update Indra reports Q1 earnings on 12 May after the market close. We expect a slow 

growth quarter with revenue up 2% to �656m and a 10.4%EBIT margin. We think Latin 

America, Finance and Telecom/Media should be the main growth drivers, offsetting the 

persistent weakness in Spain and Defence. Positives: 1/ Strong sustainable growth in 

Latin America (16%e group sales) with double-digit growth expected for 2011 driven by 

the expansion of Indra�s main clients (Telefonica, BBVA, Banco Santander) in 

underpenetrated markets (Mexico, Brazil, Chile); 2/ Robust growth in Finance and 

Telecom/Media (32%e, combined) with high single-digit growth expected; 3/ Dynamics 

in Services (30%e) on the back of strong order intake in 2010 (+33%). Negatives: 

1/ Continued weakness in Spain and Defence, respectively 60%e and 22% group 

sales, and 2/ Potential additional restructuring charges.  

 Impact For FY11, we have upgraded our estimates on EBIT and EPS by 2% and 6% 

respectively while our revenue forecast is unchanged. On EBIT, we now expect �275m 

(margin 10.6%), up from �269m (10.4%) previously as we now assume there will be no 

additional restructuring charges for 2011 (vs. SGe �5m before). We also lower our 

effective tax rate to 23% from 26%, to be in line with Indra�s guidance (23-24%). Overall, 

we now forecast for FY11 �2.6bn (+2%) in revenue, 10.6% in EBIT margin, and �1.23 in 

EPS. For FY12, we raise our EPS estimates by 5% to �1.32. 

 Target price & rating Our new FY11-12 estimates and a shift in valuation methodology 

lead us to raise our TP from �14.3 to �17 and to upgrade our rating to Buy from Hold. As 

we now do for the rest of the sector, we use a blend of 12m forward EV/EBIT (10x vs. 

11.5x historically) and DCF (WACC 10%, EBIT margin 11%) instead of the EV/EBIT 

multiple as we did previously. We believe Indra�s profits should trough in H1-11 and 

begin trending upwards in following quarters. Risks The main risk is Indra�s exposure to 

Spain (60% of revenues, and half of that in government contracts). 

 Next events & catalysts Q1 results due 12 May after the market close. There is no 

conference call scheduled for this publication. 
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Share data  Financial data 12/10 12/11e 12/12e 12/13e  Ratios 12/10 12/11e 12/12e 12/13e 

RIC IDR.MC, Bloom IDR SM  Revenues (€bn) 2.63 2.61 2.72 2.85  P/E (x) 12.2 12.4 11.6 10.8 

52-week range 15.5-12.3  EBIT margin (%) 10.8 10.5 11.0 11.2  FCF yield (/EV) (%) 2.8 7.4 5.4 6.7 

EV 11 (€m) 2,721  Rep. net inc. (€m) 189 200 215 230  Dividend yield (%) 4.6 4.4 4.7 5.1 

Market cap. (€m) 2,489  EPS (adj.) (€) 1.17 1.23 1.32 1.42  Price/book value (x) 2.3 2.2 2.1 1.9 

Free float (%) 54.3  Dividend/share (€) 0.66 0.68 0.73 0.78  EV/revenues (x) 0.98 1.04 1.02 0.98 

Performance (%) 1m 3m 12m  Payout (%) 56.7 55.0 55.0 55.0  EV/EBIT (x) 9.7 9.9 9.3 8.8 

Ordinary shares 7.9 10.4 7.2  Interest cover (x) 14.9 21.1 22.0 22.4  EV/IC (x) 2.1 2.0 1.8 1.7 

Rel. Eurofirst 300 9.1 13.7 -3.1  Net debt/equity (%) 27.0 21.0 24.0 23.1  ROIC/WACC (x) 2.1 1.8 1.8 1.8 
  Prev. EPS change (06/05/11)  1.18 1.29 1.35  CAGR 10-13e: +6.7% 
                 

 
  

 

Richard Nguyen  

 

Derric Marcon  
 

 
  (33) 1 42 13 54 22  (33) 1 58 98 06 30   

  richard.nguyen@sgcib.com  derric.marcon@sgcib.com   

           

Societe Generale (�SG�) does and seeks to do business with companies covered in its research reports. As a result, investors should be 

aware that SG may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a 

single factor in making their investment decision. PLEASE SEE APPENDIX AT THE END OF THIS REPORT FOR THE ANALYST(S) 
CERTIFICATION(S), IMPORTANT DISCLOSURES AND DISCLAIMERS AND THE STATUS OF NON-US RESEARCH ANALYSTS. 
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Latin America, Finance and Telecoms/Media are the drivers 
Indra reports Q1 results on 12 May after the market close. We expect a slow growth quarter 

with revenue up 2% to �656m and EBIT up 6% to �68m (margin 10.4%). We believe that H1 

11 should be the trough for Indra and that profit should begin to recover steadily in the 

following quarters thanks to past restructuring measures and easy comps.  

Indra: Q1 and FY11 forecasts 
 

(in €m) Q1 11e FY11e  

Key elements SGe Consensus SGe Consensus Comment 

Revenue 656 653.4 2,608 2,619 Small decline expected in Spain, offset by Latin America (double digit growth) 

EBIT  68 67.1 275 277 Management guided for no restructuring charges 

EBIT margin (%) 10.4 10.3 10.6 10.6  

Net income 50 48.1 200 196 Effective tax rate 23-24% guided (vs. 20% in 2010) 

Net margin (%) 7.6 7.4 7.7 7.5  

EPS (€) 0.31 0.30 1.23 1.20  

Source: SG Cross Asset Research, consensus figures provided by Indra 

 By business line, we expect Services (30%e group sales) to remain the main growth driver 

with a 5% growth given the strong order intake (+33%) seen in 2010. Solutions (70%e) should 

remain practically flat despite easy comp (Q1 10: 0%). 

 By geography, we estimate that Spain (60%e group revenue) will continue to struggle with a 

a 2% decline in sales. This weakness should be offset by the continued strength seen in 

International (40%e), +8% in Q1 revenue, with Latin America being the main driver.  

 By sector, Finance and Telecom/Media should deliver double-digit growth and offset the 

persistent weakness seen in Defence.  

Indra: Q1 revenue estimates by segment  
 

(in €m) Q1 10 Q1 11e Growth (%) Comment 

Solutions 453 457 +1  

Services 190 199 +5 Strong order intake in 2010 should fuel growth in 2011 

Transport and Traffic 129 138 +7 International’s strength should offset Spain’s sluggish growth 

Telecoms and Media 93 105 +13 Latin America is the main growth catalyst 

Public Administration and Healthcare 74 72 -2 Easy comp in Q1 10 (-16%) 

Finance and Insurance 89 102 +14 Growth driven by both Spain and International 

Energy and Industry 170 159 -6  

Defense 89 80 -10 Important pressure from the Eurofighter’s delay (albeit no cancellation) 

Spain 391 383 -2  

International 252 273 +8 Latin America is the main driver while Europe remains sluggish 

Total revenue 643 656 +2  

Source: SG Cross Asset Research, Indra 

2011 is geared towards H2 
For FY11, we now forecast �2.6bn in revenue (+2%), �275m (+9%) in EBIT (margin 10.6%) 

and �1.23 in EPS (+6%), compared to �2.6bn/�269/�1.16 previously.  

These changes stems mainly from two elements: 

 We now assume that there would be no restructuring charges in 2011 following Indra�s 

guidance at end-February, compared to �5m expected previously. 

 We lower the tax rate to 23% from 26%, to be more in line with Indra�s guidance (23-24%). 
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Indra: change of SGe estimates for 2011  
 

Elements New Old Difference (%) Comment 

Revenue (€m) 2,608 2,608 0  

EBIT (€m) 275 269 +2.0 No restructuring charges now vs. €5m previously 

EBIT margin (%) 10.6 10.3 30bp  

Effective tax rate (%) 23.0 26.0  In line with Indra’s guidance of 23/24% 

EPS (€) 1.23 1.16 +6.0  

Source: SG Cross Asset Research 

 In Spain (60%e group revenue), we expect a small decline in revenue (1%) due to persistent 

weakness in Defence (delay in the Eurofighter programme), Energy and Transport. 

 In International (40%e group sales), Latin America should remain dynamic with double-digit 

growth and offset any weakness in Europe.  

In Latin America (16%e), Indra has signed several important contracts in this region thanks to 

its strategic partnerships with Telefonica, BBVA and Banco Santander. Moreover, the group 

has also secured contracts with local customers in underpenetrated markets like Brazil, 

Mexico and Chile. Although competition is likely to heighten in Latin America due to stronger 

interest of global players like Capgemini (with the acquisition of CPM Braxis), Accenture or 

IBM, as well as offshore vendors like Tata Consultancy Services or Infosys, we believe that 

Indra should be able to protect and expand its market share. 

In Asia Pacific and Middle-East, Indra should benefit from the strength of its solutions in 

Transport (metro in Malaysia, air traffic control in China and India, etc.).  

On the other hand, Europe (16%), with a large percentage in the UK, should remain under 

pressure with a small decline in revenue in our view as Indra is still struggling to expand its 

presence outside its existing clients.  

 Financial Services (16%e group revenue) should deliver in our view high single-digit growth 

(FY10: +10%) driven by work on the core banking system at BBVA, shortening of the suppliers 

list in Spain, development of Banco Santander and BBVA in Latin America� 

 Thanks to several contracts with Telefonica in Latin America and Prisa in Spain, 

Telecoms/Media (16%e group sales) should also deliver high single-digit revenue growth.  

 In the Transport sector (21%e group sales), we forecast mid-single digit growth. Indra 

should see its dynamics in International markets (46% of this segment�s revenue) offset 

Spain�s weakness.  

 In the Public sector (12%e group revenue) should benefit from Spanish election scheduled 

for May 2011 to deliver mid-single digit growth in our view. Note that Spain represents 75% of 

public sector revenue and International 25%. 

 The Energy sector (13%e group sales) should report a little decline in revenue. 

 Given the delay in the Eurofighter programme (no cancellation though) and reduction in the 

Spanish military budgets, the Defence sector (22%e group sales) should continue to be weak 

with high single digit or low double digit decline in revenue. 

For 2011, Indra estimates that order intake should slightly exceed that of 2010 (FY10: �2.9bn, 

+8%, with Solutions �1.9bn, -3% and Services �1bn, +33%).  

As Indra has continued to invest in R&D efforts during the recession for its Solutions division, 

we believe that it would provide the group with a solid leverage on growth potential going into 

2012. Note that R&D expenses should represent 7% of 2011 revenue according to Indra, in 

line with 2010 (7%) and 2009 (7%), and up from 6.4% in 2008 and 6.3% in 2007.  
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This continued investment effort should differentiate Indra further from its competitors in key 

sectors like Defence and Transport. These end-markets are geared to highly sophisticated 

products where pricing is generally not a big issue for mission critical solutions. This R&D-

driven strategy would also expand Indra�s growth opportunities in international markets, 

especially in emerging markets like India or China, where the build-up of infrastructure is still 

in full swing. 

We will closely monitor the DSO (Days Sales Outstanding) level which should remain above 90 

days (FY10: 93, FY09: 80) due to lower prepayments from clients in the Defence sector. This 

constraint on working capital would stretch the balance sheet a bit, but we believe that this is 

manageable for the group as its client base is largely composed of blue chips. 

Indra: SGe forecasts for FY11 
 

 Q1 10 Q2 10 Q3 10 Q4 10 2010 Q1 11e Q2 11e Q3 11e Q4 11e 2011e 

Revenue 643 686 550 678 2,557 656 706 561 685 2,608 

Change (%) 3 -3 1 7 2 2 3 2 1 2 

Other income 12 21 14 27 74 1 1 1 1 5 

Change (%) -8 37 14 39 23 -89 -93 -92 -95 -93 

Total income 655 707 564 705 2,631 657 707 562 687 2,613 

Change (%) 3 -2 1 8 2 0 0 0 -3 -1 

Materials consumed -314 -339 -261 -342 -1,256 -315 -346 -260 -319 -1,239 

Personnel costs -263 -280 -234 -271 -1,049 -262 -286 -226 -277 -1,052 

EBITDA 78 87 69 92 327 80 76 76 90 322 

EBITDA margin (%) 12.0 12.4 12.3 13.0 12.4 12.2 10.7 13.6 13.2 12.3 

Change (%) 4 -11 -6 16 0 2 -14 10 -2 -2 

Depreciations -9 -11 -10 -13 -42 -12 -13 -10 -12 -47 

Change (%) 6 -22 -3 30 0 33 18 6 -4 12 

Operating profit (IFRS) 70 77 60 79 285 68 63 66 78 275 

Operating margin (%) 10.8 11.2 10.9 11.7 11.2 10.4 8.9 11.8 11.4 10.6 

Change (%) 3 -9 -6 13 0 -2 -18 10 -1 -3 

Extraordinary items -5 -6 -4 -18 -33 0 0 0 0 0 

EBIT 64 70 56 61 252 68 63 66 78 275 

EBIT margin (%) 10.0 10.2 10.3 9.0 9.8 10.4 8.9 11.8 11.4 10.6 

Change (%) -5 -17 -12 -12 -12 6 -10 17 28 9 

Finance results -4 -4 -5 -7 -19 -3 -4 -3 -3 -13 

Share of profit of associates 0 0 0 1 1 0 0 0 0 1 

Other non-current gains 0 0 0 0 0 0 0 0 0 0 

Earnings before taxes 61 66 52 55 234 65 60 64 75 264 

Change (%) -3 -18 -12 -5 -10 8 -10 23 36 13 

Tax -14 -12 -11 -10 -46 -14 -14 -15 -18 -61 

Tax rate (%) 22 18 20 26 20 22 23 23 24 23 

Profit for period 47 54 41 45 188 51 46 49 57 203 

Change (%) -1 -11 -9 3 -5 8 -16 19 26 8 

Minority interests -1 0 1 0 1 -1 -1 -1 -1 -3 

Net income 47 55 42 45 189 50 45 48 56 200 

Net margin (%) 7.1 7.8 7.4 6.4 7.2 7.6 6.4 8.6 8.2 7.7 

Change (%) 0 -10 -7 5 -4 8 -18 16 24 6 

Diluted EPS 0.29 0.34 0.26 0.28 1.16 0.31 0.28 0.30 0.35 1.23 

Change (%) -1 -12 -8 4 -5 8 -18 16 24 6 

Source: SG Cross Asset Research, Indra 
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APPENDIX 
 

COMPANIES MENTIONED 
Accenture (ACN.N, Hold) 

BBVA (BBVA.MC, Hold) 

Capgemini (CAPP.PA, Buy) 

Crédit Agricole SA (CAGR.PA, Buy) 

IBM (IBM.N, Hold) 

Indra Sistemas SA (IDR.MC, Buy) 

Infosys Technologies Limited (INFY.OQ, Sell) 

Santander (SAN.MC, Sell) 

Telefonica SA (TEF.MC, No Reco) 

 

 

ANALYST CERTIFICATION 
Each author of this research report hereby certifies that (i) the views expressed in the research report accurately reflect his or 

her personal views about any and all of the subject securities or issuers and (ii) no part of his or her compensation was, is, or 

will be related, directly or indirectly, to the specific recommendations or views expressed in this report: Richard Nguyen, 
Derric Marcon. 
 
 

 

Historical Price: Indra (IDR.MC) 2008/2009 Change 2010/2011 Change 
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18.6

05/08 08/08 11/08 02/09 05/09 08/09 11/09 02/10 05/10 08/10 11/10 02/11

Price Target MA100 Change Reco

28/10/08 New Rating: Hold 20/07/10 New Target: 15.0 

28/10/08 New Target: 14.0 25/10/10 New Rating: Hold 

31/07/09 New Rating: Buy 17/11/10 New Target: 14.3 

31/07/09 New Target: 18.5 06/05/11 New Rating: Buy 

  06/05/11 New Target: 17.0 

    

    

    

    

    

    

    

    

    

    

Source: SG Cross Asset Research     
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SG RATINGS 
BUY: expected total return of 10% or more over a 12 month 
period. 
HOLD: expected total return between -10% and +10% over a 12 
month period. 
SELL: expected total return of -10% or worse over a 12 month 
period. 
Sector Weighting Definition: 
The sector weightings are assigned by the SG Equity Research 
Strategist and are distinct and separate from SG research analyst 
ratings. They are based on the relevant MSCI. 
OVERWEIGHT: sector expected to outperform the relevant broad 
market benchmark over the next 12 months. 
NEUTRAL: sector expected to perform in-line with the relevant 
broad market benchmark over the next 12 months. 
UNDERWEIGHT: sector expected to underperform the relevant 
broad market benchmark over the next 12 months. 

 Equity rating and dispersion relationship 
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  Source: SG Cross Asset Research 

 

 
MSCI DISCLAIMER: The MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without 
prior written permission of MSCI, this information and any other MSCI intellectual property may not be reproduced, redisseminated or 
used to create any financial products, including any indices. This information is provided on an “as is” basis. The user assumes the entire 
risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the 
information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular 
purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any 
third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan 
Stanley Capital International and the MSCI indexes are service marks of MSCI and its affiliates or such similar language as may be 
provided by or approved in advance by MSCI. 

 

 
IMPORTANT DISCLOSURES 
BBVA SG acted as Joint Bookrunner in BBVA's rights issue. 

BBVA SG acted as joint bookrunner of BBVA's bond issue. 

Crédit Agricole SA SG acted as joint book runner in Credit Agricole's covered bond issue. 

Metro SG acted as exclusive financial advisor to Metro to divest its business activities in Morocco. 

Metro SG is advisor to HTM Group for the potential acquisition of 'Saturn' stores in France owned by Metro 

Group. 

Santander SG acted as joint lead manager in Santander's senior bond issue (4.125% 04/10/17 EUR). 

Telefonica SA SG is mandated in Telefonica Emisiones SAU's bond issue. 

Telefonica SA SG acted as Joint Bookrunner in Telefonica's senior bond issue (5.445% 08/10/29 GBP). 

Telefonica SA SG acted as Financial Advisor and Mandated Lead Arranger in the acquisition financing of Portugal 

Telecom's stakes in Vivo by Telefonica. 

 

SG and its affiliates beneficially own 1% or more of any class of common equity of BBVA, Telefonica SA. 

SG or its affiliates act as market maker or liquidity provider in the equities securities of BBVA, Capgemini, Crédit Agricole SA, 

Indra, Metro, Santander, Telefonica SA. 

SG or its affiliates expect to receive or intend to seek compensation for investment banking services in the next 3 months 

from Crédit Agricole SA, Infosys, Metro, Santander, Telefonica SA.SG or its affiliates have received compensation for 

investment banking services in the past 12 months from BBVA, Crédit Agricole SA, Metro, Santander, Telefonica SA. 

SG or its affiliates managed or co-managed in the past 12 months a public offering of securities of BBVA, Crédit Agricole SA, 

Santander, Telefonica SA. 

SGAS had a non-investment banking non-securities services client relationship during the past 12 months with BBVA, Crédit 

Agricole SA, IBM. 

SGAS had a non-investment banking securities-related services client relationship during the past 12 months with Crédit 

Agricole SA, IBM. 

SGAS received compensation for products and services other than investment banking services in the past 12 months from 

BBVA, Crédit Agricole SA, IBM. 

SGCIB received compensation for products and services other than investment banking services in the past 12 months from 

Capgemini, Crédit Agricole SA, IBM, Indra. 
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FOR DISCLOSURES PERTAINING TO COMPENDIUM REPORTS OR RECOMMENDATIONS OR ESTIMATES MADE ON 
SECURITIES OTHER THAN THE PRIMARY SUBJECT OF THIS RESEARCH REPORT, PLEASE VISIT OUR GLOBAL 
RESEARCH DISCLOSURE WEBSITE AT http://www.sgresearch.com/compliance.rha or call +1 (212).278.6000 in the U.S. 
 

 

The analyst(s) responsible for preparing this report receive compensation that is based on various factors including SG�s total revenues, a portion of 

which are generated by investment banking activities. 
 

Non-U.S. Analyst Disclosure: The name(s) of any non-U.S. analysts who contributed to this report and their SG legal entity are listed below. U.S. 

analysts are employed by SG Americas Securities LLC. The non-U.S. analysts are not registered/qualified with FINRA, may not be associated persons 

of SGAS and may not be subject to the FINRA restrictions on communications with a subject company, public appearances and trading securities held 

in the research analyst(s)� account(s): Richard Nguyen Société Générale Paris, Derric Marcon Société Générale Paris 

 

 
IMPORTANT DISCLAIMER: The information herein is not intended to be an offer to buy or sell, or a solicitation of an offer to buy or sell, any securities 

and has been obtained from, or is based upon, sources believed to be reliable but is not guaranteed as to accuracy or completeness. SG does, from 

time to time, deal, trade in, profit from, hold, act as market-makers or advisers, brokers or bankers in relation to the securities, or derivatives thereof, of 

persons, firms or entities mentioned in this document and may be represented on the board of such persons, firms or entities. SG does,, from time to 

time, act as a principal trader in debt securities that may be referred to in this report and may hold debt securities positions. Employees of SG, or 

individuals connected to them, may from time to time have a position in or hold any of the investments or related investments mentioned in this 

document. SG is under no obligation to disclose or take account of this document when advising or dealing with or on behalf of customers. The views 

of SG reflected in this document may change without notice. In addition, SG may issue other reports that are inconsistent with, and reach different 

conclusions from, the information presented in this report and is under no obligation to ensure that such other reports are brought to the attention of any 

recipient of this report. To the maximum extent possible at law, SG does not accept any liability whatsoever arising from the use of the material or 

information contained herein. This research document is not intended for use by or targeted to retail customers. Should a retail customer obtain a copy 

of this report he/she should not base his/her investment decisions solely on the basis of this document and must seek independent financial advice.  

 
The financial instrument discussed in this report may not be suitable for all investors and investors must make their own informed decisions and seek 

their own advice regarding the appropriateness of investing in financial instruments or implementing strategies discussed herein. The value of securities 

and financial instruments is subject to currency exchange rate fluctuation that may have a positive or negative effect on the price of such securities or 

financial instruments, and investors in securities such as ADRs effectively assume this risk. SG does not provide any tax advice. Past performance is not 

necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. Investments in general, 

and derivatives in particular, involve numerous risks, including, among others, market, counterparty default and liquidity risk. Trading in options involves 

additional risks and is not suitable for all investors. An option may become worthless by its expiration date, as it is a depreciating asset. Option 

ownership could result in significant loss or gain, especially for options of unhedged positions. Prior to buying or selling an option, investors must review 

the "Characteristics and Risks of Standardized Options" at http://www.optionsclearing.com/publications/risks/riskchap.1.jsp.  

 
Important European MIFID Notice: The circumstances in which material provided by SG European Fixed Income (Credit) & Forex Research, SG 

Commodity Research, SG Convertible Research and SG Equity Derivatives Research have been produced are such (for example, because of reporting 

or remuneration structures or the physical location of the author of the material) that it is not appropriate to characterize it as independent investment 

research as referred to in the European Markets in Financial Instruments Directive and that it should be treated as marketing material even if it contains 

a research recommendation (�recommandation d�investissement à caractère promotionnel�). However, it must be made clear that all publications issued 

by SG will be clear, fair and not misleading. For more details please refer to SG�s Policies for Managing Conflicts of Interest in Connection with 

Investment Research posted on SG�s disclosure website referenced herein. 

Notice to French Investors: This publication is issued in France by or through Société Générale ("SG") which is authorised and supervised by the 

Autorité de Contrôle Prudentiel and regulated by the Autorite des Marches Financiers.  

Notice to U.K. Investors: This publication is issued in the United Kingdom by or through Société Générale ("SG"), London Branch . Société Générale is 

a French credit institution (bank) authorised and supervised by the Autorité de Contrôle Prudentiel (the French Prudential Control Authority). Société 

Générale is subject to limited regulation by the Financial Services Authority (�FSA�) in the U.K. Details of the extent of SG's regulation by the FSA are 

available from SG on request. The information and any advice contained herein is directed only at, and made available only to, professional clients and 

eligible counterparties (as defined in the FSA rules) and should not be relied upon by any other person or party. 

Notice to U.S. Investors: For purposes of SEC Rule 15a-6, SG Americas Securities LLC (�SGAS�) takes responsibility for this research report. This 

report is intended for institutional investors only. Any U.S. person wishing to discuss this report or effect transactions in any security discussed herein 

should do so with or through SGAS, a broker-dealer registered with the SEC and a member of FINRA, 1221 Avenue of the Americas, New York, NY 

10020. (212)-278-6000. 

Notice to Singapore Investors: This document is provided in Singapore by or through Société Générale ("SG"), Singapore Branch and is provided only 

to accredited investors, expert investors and institutional investors, as defined in Section 4A of the Securities and Futures Act, Cap. 289. Recipients of 

this document are to contact Société Générale, Singapore Branch in respect of any matters arising from, or in connection with, the document. If you are 

an accredited investor or expert investor, please be informed that in SG's dealings with you, SG is relying on the following exemptions to the Financial 

Advisers Act, Cap. 110 (�FAA�): (1) the exemption in Regulation 33 of the Financial Advisers Regulations (�FAR�), which exempts SG from complying 

with Section 25 of the FAA on disclosure of product information to clients; (2) the exemption set out in Regulation 34 of the FAR, which exempts SG 

from complying with Section 27 of the FAA on recommendations; and (3) the exemption set out in Regulation 35 of the FAR, which exempts SG from 

complying with Section 36 of the FAA on disclosure of certain interests in securities. 

Notice to Hong Kong Investors: This report is distributed in Hong Kong by Société Générale, Hong Kong Branch which is licensed by the Securities 

and Futures Commission of Hong Kong under the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) ("SFO"). This document 

does not constitute a solicitation or an offer of securities or an invitation to the public within the meaning of the SFO. This report is to be circulated only 

to "professional investors" as defined in the SFO. 

Notice to Japanese Investors: This publication is distributed in Japan by Societe Generale Securities (North Pacific) Ltd., Tokyo Branch, which is 

regulated by the Financial Services Agency of Japan. This document is intended only for the Specified Investors, as defined by the Financial Instruments 

and Exchange Law in Japan and only for those people to whom it is sent directly by Societe Generale Securities (North Pacific) Ltd., Tokyo Branch, and 

under no circumstances should it be forwarded to any third party. The products mentioned in this report may not be eligible for sale in Japan and they 

may not be suitable for all types of investors. 

Notice to Australian Investors: This document is issued in Australia by Société Générale (ABN 71 092 516 286) ("SG"). SG is regulated by APRA and 

ASIC and holds an AFSL no. 236651 issued under the Corporations Act 2001 (Cth) ("Act"). The information contained in this document is only directed 

to recipients who are wholesale clients as defined under the Act. 
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Notice to Canadian Investors: This document is for information purposes only and is intended for use by Permitted Clients, as defined under National 

Instrument 31-103, Accredited Investors, as defined under National Instrument 45-106, Accredited Counterparties as defined under the Derivatives Act 

(Québec) and "Qualified Parties" as defined under the ASC, BCSC, SFSC and NBSC Orders  

 
http://www.sgcib.com. Copyright: The Société Générale Group 2011. All rights reserved. 

This publication may not be reproduced or redistributed in whole in part without the prior consent of SG or its affiliates. 
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Services 29%

Solutions 71%

 

 

  
 

 

 

Sales/region 10 
 

North. America 1%
Others 6%
Latin America 15%

Europe 17%

Spain 61%

 

 

Major shareholders (%) 

Caja Madrid 20.0 

Corporacion Alba 10.0 

Casa Grande de Cartagena 5.7 

 
Normalised data 

EBITDA margin (%) 11.6 

Normalised growth (%) 3.9 

  

 
  
 
 

  

   

   

   

   

   
 
      

     

     

     

     

     

   
 

 IT Services (Spain)  Price (05/05/11) 12m target 

 Indra BUY €15.3 €17.0 
          
 Valuation* (€m) 12/06 12/07 12/08 12/09 12/10 12/11e 12/12e 12/13e 

 Nb. of shares basic year end/outstanding 143.6 161.4 160.1 161.1 162.4 162.4 162.4 162.4 

 Share price (average) 16.49 18.74 16.93 15.75 14.18 15.32 15.32 15.32 

 Average market cap. (SG adjusted) (1) 2,367 3,025 2,711 2,537 2,304 2,489 2,489 2,489 

 Restated net debt (-)/cash (+) (2) -59 -150 -149 -135 -274 -232 -290 -304 

 Value of minorities (3)         

 Value of financial investments (4)         

 Other adjustment (5)         

 EV = (1) - (2) + (3) - (4) + (5) 2,426 3,175 2,860 2,672 2,577 2,721 2,779 2,792 

 P/E (x) 20.7 20.4 14.9 12.9 12.2 12.4 11.6 10.8 

 Price/cash flow (x) 18.2 17.3 12.5 10.5 12.4 9.1 10.8 9.3 

 Price/free cash flow (x) 25.6 29.6 17.8 15.7 23.7 13.3 18.1 14.4 

 Price/book value (x) 6.4 4.1 3.3 2.6 2.3 2.2 2.1 1.9 

 EV/revenues (x) 1.72 1.46 1.19 1.04 0.98 1.04 1.02 0.98 

 EV/EBITDA (x) 13.2 12.3 9.3 8.2 7.9 8.4 8.0 7.5 

 Dividend yield (%) 3.0 4.3 3.0 4.0 4.6 4.4 4.7 5.1 

 Per share data (€)         

 SG EPS (adj.) 0.79 0.92 1.14 1.22 1.17 1.23 1.32 1.42 

 Cash flow 0.91 1.08 1.35 1.50 1.15 1.69 1.42 1.65 

 Book value 2.59 4.57 5.14 6.07 6.24 6.81 7.42 8.08 

 Dividend 0.49 0.80 0.51 0.63 0.66 0.68 0.73 0.78 

 Income statement (€m)         

 Revenues 1,413 2,176 2,399 2,574 2,631 2,613 2,718 2,854 

 Gross income 643 1,114 1,266 1,334 1,376 1,374 1,439 1,516 

 EBITDA 184 258 308 327 327 322 347 370 

 Depreciation and amortisation -21 -34 -38 -42 -42 -47 -49 -51 

 EBIT 164 224 271 285 285 275 299 319 

 Impairment losses 0 0 0 0 0 0 0 0 

 Net interest income -1 -13 -23 -25 -19 -13 -14 -14 

 Exceptional & non-operating items 0 0 0 0 -33 0 0 0 

 Taxation -44 -57 -65 -63 -46 -61 -69 -74 

 Minority interests -4 -7 -4 -2 1 -3 -3 -3 

 Reported net income 114 148 183 196 189 200 215 230 

 SG adjusted net income 114 148 183 196 189 200 215 230 

 Cash flow statement (€m)         

 EBITDA 184 258 308 327 327 322 347 370 

 Change in working capital -11 -39 -65 -50 -106 24 -36 -16 

 Other operating cash movements -43 -44 -26 -37 -36 -72 -81 -86 

 Cash flow from operating activities 130 175 217 241 186 274 230 268 

 Net capital expenditure -38 -73 -65 -80 -89 -87 -92 -96 

 Free cash flow 92 102 153 161 97 187 138 172 

 Cash flow from investing activities -128 -40 -20 -20 -49 -30 -30 -30 

 Cash flow from financing activities -82 -82 -116 -62 89 -110 -118 -127 

 Net change in cash resulting from CF -118 12 17 80 134 47 -10 16 

 Balance sheet (€m)         

 Total long-term assets 374 690 734 787 925 965 1,009 1,053 

 of which intangible 29 63 87 134 220 220 220 220 

 Working capital 132 296 305 419 492 489 616 693 

 Employee benefit obligations 0 0 0 0 0 0 0 0 

 Shareholders' equity 346 697 781 932 991 1,081 1,178 1,281 

 Minority interests 26 42 42 45 23 26 28 31 

 Provisions 5 9 3 17 20 19 20 21 

 Net debt (-)/cash (+) -59 -150 -149 -135 -274 -232 -290 -304 

 Accounting ratios         

 ROIC (%) 35.2 24.8 21.6 20.4 17.5 15.5 15.6 15.1 

 ROE (%) 36.3 28.4 24.7 22.8 19.6 19.3 19.0 18.7 

 Gross income/revenues (%) 45.5 51.2 52.8 51.8 52.3 52.6 52.9 53.1 

 EBITDA margin (%) 13.1 11.8 12.9 12.7 12.4 12.3 12.8 13.0 

 EBIT margin (%) 11.6 10.3 11.3 11.1 10.8 10.5 11.0 11.2 

 Revenue yoy growth (%) 17.1 53.9 10.3 7.3 2.2 -0.7 4.0 5.0 

 Rev. organic growth (%) 10.0 11.0 11.0 5.0 2.0 2.0 4.0 4.0 

 EBITDA yoy growth (%) 15.4 39.7 19.6 6.2 0.0 -1.5 7.8 6.6 

 EBIT yoy growth (%) 14.9 36.7 21.0 5.4 0.0 -3.4 8.4 6.9 

 EPS (adj.) yoy growth (%) -43.8 15.3 23.8 7.3 -4.3 5.8 7.3 7.0 

 Dividend growth (%) -34.2 62.0 -35.5 21.8 4.8 3.1 7.3 7.0 

 Cash conversion (%) 82.3 64.7 59.8 69.3 46.2 94.8 73.7 81.5 

 Net debt/equity (%) 15.8 20.4 18.1 13.8 27.0 21.0 24.0 23.1 

 FFO/net debt (%) 235.7 124.8 147.7 178.0 95.9 107.2 91.4 93.1 

 Dividend paid/FCF (%) 60.8 126.2 53.9 62.7 110.6 58.8 85.8 73.4 

          
In red: IFRS Data 
* Valuation ratios for past years are based on average historical prices and market capitalisations 

Margin improvement stems 
from better market demand, 
stronger growth in Solutions 
with a higher margin, expansion 
in low cost markets (Latin 
America) and cost control 
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