Indra Sistemas ESN

Spain/ Software & Computer Services Flash note
Investment Research 14 November 2011
Buy Ajuste de estimaciones, reiteramos Compra.
Recommendation unchanged 2012 seréa para Indra un afio de cambio de perfil a mayor crecimiento gracias a la
Share price: EUR 11.56 . ,nsolidacion de Politec, fundamentalmente, y Galyleo. El peso de las ventas de
closing price as of 11/11/2011 Indra en Espafia bajara desde el 58,8% estimado a cierre de 2011 a un peso del
Target price: EUR 14.40 5, 194 en 2012e, ganando importancia Latam que alcanzara en la misma fecha un
from Target Price: EUR 14.90 .50 del 24,3%. Ajustamos estimaciones y valor teorico ligeramente a la baja
Reuters/Bloomberg oruMciRsM  hasta 14,4 EUR/accién (-3,4% vs. previo) reiteramos Compra.
Daily avg. no. trad. sh. 12 mth 1323381 v o mas significativo de la presentacion de resultados de 9m1l ha sido el
g::‘;:i':l;t;:dr;l‘;:l('EERTth (m) Egs aumento de los dias de circulante, desde 98 dias con los que se cerrd el
Price low 12 mth (EUR) 1004 semestre hasta 108,5 dias, deterioro que se mantendra hasta final de afio.
Abs. perf. 1 mth 0.9% Nuestras estimaciones apuntaban a 100 dias de circulante en FY11 de manera
Abs. perf. 3 mth 4.1% que ajustamos al alza el periodo medio de cobro. Como consecuencia, estimamos
Abs. perf. 12 mth -15.9% un aumento de la DFN 11e hasta 500m de EUR (+11%), a pesar de lo cual el ratio
o DFN/Ebitda 11e se mantiene en niveles muy comodos de 1,6x.
Market capitalisation (EURm) 1,897
Current N® of shares (m) 164 v/ Guia 2011. Indra confirmé que a cierre de 2011 alcanzara todos los objetivos que
Free float 60% se ha marcado para el ejercicio: crecimiento de las ventas del +2%, margen Ebit
E——" oo tatte 1afe dgl 1‘(),‘5% y gontratacién §uperior a.la de 2010 asi comp mayor q.u.ellas ventas del
Sales (m) 2557 2675 2,043 ejercicio. Si bien estos objetivos no incluyen las dos ultimas adquisiciones llevadas
EBITDA (m) 294 313 348 a cabo: Galyleo que se consolida desde el 1 de Julio y Politec que se ha
EBITDA margin 11.5%  11.7%  11.8% empezado a consolidar el 1 de Octubre.
EBIT (m) 252 268 295
EBIT margin 98%  100% 100% ¥ Ajuste de la Guia 2011 tras la adquisicién de Galyleo y Politec. Teniendo en
Net Profit (ad:)(m) 216 18 22 cuenta las fechas de consolidacion de ambas compras Indra espera alcanzar unas
::)t(i:libt/(cash)(m) 13;572 10ng 11:1/: ventas de 2.675m de EUR (en linea con estimaciones Bankia Bolsa) con un
Net Debt Equity 0.3 05 04 margen Ebit del 10%, margen que recoge gastos de las transacciones llevadas a
Net Debt/EBITDA 0.9 16 15 cabo asi como gastos de integracién. Hay que tener en cuenta que la rentabilidad
:‘;/;:LZ’(EB'TDA’”"""‘) 1§g 1;3 13; tanto de Galyleo como de Politec estan por debajo de la rentabilidad de Indra,
EVIEBITDA 80 74 67 siendo precisamente la capacidad de mejora de la estructura de costes uno de los
EV/EBITDA (adj.) 74 74 6.7 aspectos a tener en cuenta en ambas transacciones. Nuestras estimaciones
EVIEBIT 9.3 87 79 recogen un margen Ebit del 10,36% para el cierre de 2011, margen que ajustamos
:;;\(Iadj') 2: 1?2 ?Z a la baja en linea con lo adelantado por Indra, hasta el 10%.
gﬁ:;i{;’;ﬁ‘e’ld gg:j: gjz izz v Revisamos a la baja el crecimiento organico esperado para 2012 con mayor
EPS (adj) o s T3 impacto de la desaceleracion en el crecimiento. Recorte en Ventasl2e del -
BVPS 6.04 6.51 713 2,3%, a nivel del Ebit del -2,2% y del -2,4% a nivel de Neto. Revisamos también
DPS 0.66 062 0.68 2013 a la baja: -2,7% en Ventas, -3% en Ebit y -3,2% a nivel de B° Neto.

v" Gufa 2012. Se comunicard con ocasion de la publicacién de los resultados de

cierre del ejercicio. Nuestras estimaciones reflejan el efecto positivo de la

© consolidacion el ejercicio completo tanto de Galyleo como de Politec. Esperamos
un fuerte crecimiento en ventas del +10% con un margen Ebit del +10%. Lo

£
" W fundamental, el peso de las ventas de Indra en Espafa bajan desde el 58,8% a
? cierre de 2011 sin tener en cuenta Politec y Galyleo a un peso del 52,1% en

B ¥ 2012e, ganando importancia Latam que alcanzara en la misma fecha un peso del
! 24,3%. La importancia estratégica de la compra de Politec radica en la dimension
Tors e o o o que adquiere Indra Brasil (pasando de 1.000 a 6.000 empleados) que le permitira
et _ optar a adjudicaciones a las que no tenia acceso con su anterior estructura,
Shareholders: BFA 20%; Corporacién Financiera Alba diversificando ademas su actividad en verticales en los que no tenfa presencia,

0/ - 0/ -
10%; Casa Grande Cartagena 5%; Transporte&Trafico y Seguridad&Defensa.

For company description please see summary table footnote Analyst(s): Maria Rivas Rodriguez +34 91 436 7815 mrivasro@bankia.com

Produced by: All ESN research is available on Bloomberg (“ESNR”),
Thomson-Reuters, Capital 1Q, TheMarkets.com, FactSet
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Indra Sistemas: Summary tables

PROFIT & LOSS (EURm) 12/2008 12/2009 12/2010 12/2011e 12/2012e 12/2013e
Sales 2,380 2,513 2,557 2,675 2,943 3,196
Cost of Sales & Operating Costs -2,070 -2,184 -2,229 -2,362 -2,595 -2,800
Non Recurrent Expenses/Income -0.9 -2.2 -34.4 0.0 0.0 0.0
EBITDA 308 327 294 313 348 396
EBITDA (adj.)* 309 330 328 313 348 396
Depreciation -37.7 -42.0 -42.1 -44.3 -52.6 -56.4
EBITA 270 285 252 268 295 340
EBITA (adj)* 271 288 286 268 295 340
Amortisations and Write Downs 0.0 0.0 0.0 0.0 0.0 0.0
EBIT 270 285 252 268 295 340
EBIT (adj.)* 271 288 286 268 295 340
Net Financial Interest -24.7 -21.3 -15.0 -26.5 -34.4 -32.7
Other Financials 1.8 -3.6 -4.1 -4.3 0.0 0.0
Associates 3.5 0.2 0.9 0.9 1.0 1.0
Other Non Recurrent ltems 0.0 0.0 0.0 0.0 0.0 0.0
Earnings Before Tax (EBT) 251 261 234 238 262 308
Tax -65.0 -62.7 -45.6 -563.7 -60.2 -72.5
Tax rate 25.9% 24.1% 19.5% 22.5% 23.0% 23.5%
Discontinued Operations

Minorities -3.7 -2.4 0.6 0.6 0.4 0.5
Net Profit (reported) 182 196 189 185 202 236
Net Profit (adj.) 183 197 216 185 202 236
CASH FLOW (EURm) 12/2008 12/2009 12/2010 12/2011e 12/2012e 12/2013e
Cash Flow from Operations before change in NWC 253 244 229 228 253 291
Change in Net Working Capital -87.1 -44.8 -89.9 -128 -85.7 -23.3
Cash Flow from Operations 165 199 139 100 167 268
Capex -64.6 -79.8 -89.0 -79.4 -77.0 -78.3
Net Financial Investments -19.6 -20.2 -49.3 -40.0 0.0 0.0
Free Cash Flow 81.3 98.7 0.9 -18.9 90.2 189
Dividends -80.7 -99.6 -106 -107 -101 -110
Other (incl. Capital Increase & share buy backs) 0.6 155 -36.5 -98.3 0.0 0.0
Change in Net Debt 1 15 -141 -225 -11 79
NOPLAT 190 201 200 188 206 238
BALANCE SHEET & OTHER ITEMS (EURm) 12/2008 12/2009 12/2010 12/2011e 12/2012e 12/2013e
Net Tangible Assets 139 140 143 276 301 323
Net Intangible Assets (incl.Goodwill) 519 574 676 676 676 676
Net Financial Assets & Other 43.2 41.4 55.8 96.7 97.6 98.6
Total Fixed Assets 701 756 875 1,049 1,075 1,097
Net Working Capital 519 564 654 782 867 891
Group Shareholders Equity 824 977 1,014 1,091 1,192 1,317
o/w own Shareholders Equity 781 932 991 1,069 1,170 1,296
Net Debt 149 135 276 500 511 432
Provisions 1 1 0 0 0 0
Other Net Liabilities or Assets 246 207 239 239 239 239
GROWTH & MARGINS 12/2008 12/2009 12/2010 12/2011e 12/2012e 12/2013e
Sales growth 9.8% 5.6% 1.7% 4.6% 10.0% 8.6%
EBITDA (adj.)* growth 13.1% 6.6% -0.4% -4.8% 11.2% 14.0%
EBITA (adj.)* growth 13.1% 6.0% -0.5% -6.3% 9.9% 15.2%
EBIT (adj)*growth 13.1% 6.0% -0.5% -6.3% 9.9% 15.2%
Net Profit growth 14.8% 7.7% 9.6% -14.3% 8.8% 17.1%
EPS adj. growth 14.8% 7.7% 9.6% -14.3% 8.8% 17.1%
DPS adj. growth 21.4% 8.7% 0.0% -5.9% 8.8% 17.1%
EBITDA margin 13.0% 13.0% 11.5% 11.7% 11.8% 12.4%
EBITDA (adj)* margin 13.0% 13.1% 12.8% 11.7% 11.8% 12.4%
EBITA margin 11.4% 11.4% 9.8% 10.0% 10.0% 10.6%
EBITA (adj)* margin 11.4% 11.4% 11.2% 10.0% 10.0% 10.6%
EBIT margin 11.4% 11.4% 9.8% 10.0% 10.0% 10.6%
EBIT (adj)* margin 11.4% 11.4% 11.2% 10.0% 10.0% 10.6%
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Indra Sistemas: Summary tables

RATIOS 12/2008 12/2009 12/2010 12/2011e 12/2012e 12/2013e
Net Debt/Equity 0.2 0.1 0.3 0.5 0.4 0.3
Net Debt/EBITDA 0.5 0.4 0.9 1.6 1.5 11
Interest cover (EBITDA/Fin.interest) 12.5 15.3 19.6 11.8 10.1 12.1
Capex/D&A 171.2% 190.0% 211.4% 179.1% 146.4% 138.8%
Capex/Sales 2.7% 3.2% 3.5% 3.0% 2.6% 2.5%
NWC/Sales 21.8% 22.4% 25.6% 29.2% 29.5% 27.9%
ROE (average) 24.8% 23.0% 22.5% 18.0% 18.0% 19.2%
ROCE (adj.) 16.1% 15.8% 13.6% 10.8% 11.2% 12.6%
WACC 7.9% 7.9% 7.9% 7.9% 7.9% 7.9%
ROCE (adj.))WACC 2.0 2.0 1.7 1.4 1.4 1.6
PER SHARE DATA (EUR)*** 12/2008 12/2009 12/2010 12/2011e 12/2012e 12/2013e
Average diluted number of shares 164.1 164.1 164.1 164.1 164.1 164.1
EPS (reported) 1.11 1.19 1.15 1.13 1.23 1.44
EPS (adj.) 112 1.20 1.32 1.13 1.23 1.44
BVPS 4.76 5.68 6.04 6.51 7.13 7.89
DPS 0.61 0.66 0.66 0.62 0.68 0.79
VALUATION 12/2008 12/2009 12/2010 12/2011e 12/2012e 12/2013e
EV/Sales 12 1.1 0.9 0.9 0.8 0.7
EV/EBITDA 9.1 8.7 8.0 7.4 6.7 5.7
EV/EBITDA (adj.)* 9.1 8.6 7.1 7.4 6.7 5.7
EV/EBITA 10.4 10.0 9.3 8.7 7.9 6.6
EV/EBITA (adj.)* 10.3 9.9 8.2 8.7 7.9 6.6
EV/EBIT 10.4 10.0 9.3 8.7 7.9 6.6
EV/EBIT (adj.)* 10.3 9.9 8.2 8.7 7.9 6.6
P/E (adj.) 145 13.7 9.7 10.2 9.4 8.0
P/BV 3.4 29 2.1 1.8 1.6 15
Total Yield Ratio 3.7% 3.9% 5.7% 5.3% 5.8%

EVICE 2.4 2.2 1.6 1.3 13 1.2
OpFCF yield 6.2% 7.4% 6.6% 5.3% 8.8% 14.1%
OpFCF/EV 5.9% 7.0% 5.9% 4.3% 7.2% 11.9%
Payout ratio 54.6% 55.4% 57.4% 55.0% 55.0% 55.0%
Dividend yield (gross) 3.7% 4.0% 5.7% 5.4% 5.8% 6.8%
EV AND MKT CAP (EURm) 12/2008 12/2009 12/2010 12/2011e 12/2012e 12/2013e
Price** (EUR) 16.2 16.5 12.8 11.6 11.6 11.6
Outstanding number of shares for main stock 164 164 164 164 164 164
Total Market Cap 2,657 2,702 2,098 1,897 1,897 1,897
Net Debt 149 135 276 500 511 432
o/w Cash & Marketable Securities (-) -23.2 -66.5 -129 -129 -129 -129
o/w Gross Debt (+) 172 201 405 629 640 561
Other EV components -1 4 -33 -74 -76 =77
Enterprise Value (EV adj.) 2,805 2,840 2,342 2,323 2,333 2,252

Source: Company, Bankia Bolsa estimates.

Notes

* Where EBITDA (ad.) or EBITA (adj) or EBIT (adj.)= EBITDA (or EBITA or EBIT) +/- Non Recurrent Expenses/Income
**Price (in local currency): Fiscal year end price for Historical Years and Current Price for current and forecasted years

***EPS (ad].) diluted= Net Profit (adj.)/Avg DIL. Ord. (+ Ord. equivalent) Shs. EPS (reported) = Net Profit reported/Avg DIL. Ord. (+ Ord. equivalent) Shs.

Sector: Software & Computer Services/Computer Services

Company Description: Indra is a global company of technology, leader in high value-added solutions and services for the Transport and
Traffic, Energy and Industry, Public Administration and Healthcare, Finance, Insurance, Security and Defence, and Telecom and Media

sectors. Indra operates in over 100 countries and has 30,000 employees worldwide .
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ESN Recommendation System

The ESN Recommendation System is Absolute. It means that each stock is rated on the
basis of a total return, measured by the upside potential (including dividends and capital
reimbursement) over a 12 month time horizon.

The ESN spectrum of recommendations (or ratings) for each stock comprises 5 categories:
Buy, Accumulate (or Add), Hold, Reduce and Sell (in short: B, A, H, R, S).

Furthermore, in specific cases and for a limited period of time, the analysts are allowed to rate
the stocks as Rating Suspended (RS) or Not Rated (NR), as explained below.

Meaning of each recommendation or rating:

Buy: the stock is expected to generate total return of over 20% during the next
12 months time horizon

Accumulate: the stock is expected to generate total return of 10% to 20%
during the next 12 months time horizon

Hold: the stock is expected to generate total return of 0% to 10% during the
next 12 months time horizon.

Reduce: the stock is expected to generate total return of 0% to -10% during the
next 12 months time horizon

Sell: the stock is expected to generate total return under -10% during the next
12 months time horizon

Rating Suspended: the rating is suspended due to a capital operation (take-
over bid, SPO, ...) where the issuer of the document (a partner of ESN) or a
related party of the issuer is or could be involved or to a change of analyst
covering the stock

Not Rated: there is no rating for a company being floated (IPO) by the issuer of
the document (a partner of ESN) or a related party of the issuer

Bankia Bolsa Ratings Breakdown

Reduce Sel
3% 3%

Accumulate
2T%

History of ESN Recommendation System

Since 18 October 2004, the Members of ESN are using an Absolute Recommendation System (before was a
Relative Rec. System) to rate any single stock under coverage.

Since 4 August 2008, the ESN Rec. System has been amended as follow.

Time horizon changed to 12 months (it was 6 months)
Recommendations Total Return Range changed as below:

TODAY
REDUCE | HOLD | AccumuLaTE
-10%0 O%o0 10%06 2020
BEFORE
REDUCE ACCUMULATE
-15%06 O%o 526 15%%6

bolsa
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Recommendation history for INDRA SISTEMAS

Date Recommendation Target price Price at change date
14-Nov-11 Buy 14.40 11.56
31-Oct-11 Buy 14.90 12.16
30-Sep-11 Buy 14.25 10.84
29-Jun-11 Accumulate 15.85 14.01
05-May-11 Accumulate 16.40 15.32
25-Jan-11 Buy 16.40 13.54
12-Nov-10 Buy 17.97 13.25
04-Nov-10 Buy 18.34 13.90
21-May-10 Buy 18.01 13.93
21-Dec-09 Buy 19.36 16.02

Source: Factset & ESN, price data adjusted for stock splits.
This chart shows Bankia Bolsa continuing coverage of this stock; the current analyst may or may not have covered it over the entire period. Current analyst:
Maria Rivas Rodriguez (since 11/09/2006)
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Information regarding Market Abuse and Conflicts on Interests and recommendation history available
in our web page: www.bankiabolsa.es and our offices.

The information and opinions contained in this document have been compiled by Bankia Bolsa S.V.
S.A., from sources believed to be reliable. This document is not infended to be an offer, or a solicitation
to buy or sell relevant securities. Bankia Bolsa S.V. S.A., will not take any responsibility whatsoever for
losses which may derive from use of the present document or its contents, Bankia Bolsa S.V. S.A., can
occasionally have positions in some of the securities mentioned in this report, through ifs frading
portfolio or negotiation. Additionally, there can exist a commercial relation between Bankia Bolsa S.V.
S.A., Bankia and the mentioned companies.
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Disclaimer:

These reports have been prepared and issued by the Members of European
Securities Network LLP (‘ESN’). ESN, its Members and their affiliates (and any
director, officer or employee thereof), are neither liable for the proper and
complete transmission of these reports nor for any delay in their receipt. Any
unauthorised use, disclosure, copying, distribution, or taking of any action in
reliance on these reports is strictly prohibited. The views and expressions in the
reports are expressions of opinion and are given in good faith, but are subject to
change without notice. These reports may not be reproduced in whole or in part
or passed to third parties without permission. The information herein was
obtained from various sources. ESN, its Members and their affiliates (and any
director, officer or employee thereof) do not guarantee their accuracy or
completeness, and neither ESN, nor its Members, nor its Members’ affiliates (nor
any director, officer or employee thereof) shall be liable in respect of any errors or
omissions or for any losses or consequential losses arising from such errors or
omissions. Neither the information contained in these reports nor any opinion
expressed constitutes an offer, or an invitation to make an offer, to buy or sell any
securities or any options, futures or other derivatives related to such securities
(‘related investments’). These reports are prepared for the clients of the Members
of ESN only. They do not have regard to the specific investment objectives,
financial situation and the particular needs of any specific person who may
receive any of these reports. Investors should seek financial advice regarding the
appropriateness of investing in any securities or investment strategies discussed
or recommended in these reports and should understand that statements
regarding future prospects may not be realised. Investors should note that income
from such securities, if any, may fluctuate and that each security’s price or value
may rise or fall. Accordingly, investors may receive back less than originally
invested. Past performance is not necessarily a guide to future performance.
Foreign currency rates of exchange may adversely affect the value, price or
income of any security or related investment mentioned in these reports. In
addition, investors in securities such as ADRs, whose value are influenced by the
currency of the underlying security, effectively assume currency risk.

ESN, its Members and their affiliates may submit a pre-publication draft (without
mentioning neither the recommendation nor the target price/fair value) of its
reports for review to the Investor Relations Department of the issuer forming the
subject of the report, solely for the purpose of correcting any inadvertent material
inaccuracies. Like all members employees, analysts receive compensation that is
impacted by overall firm profitability For further details about the specific risks of
the company and about the valuation methods used to determine the price
targets included in this report/note, please refer to the latest relevant published
research on single stock. Research is available through your sales
representative. ESN will provide periodic updates on companies or sectors based
on company-specific developments or announcements, market conditions or any
other publicly available information. Unless agreed in writing with an ESN
Member, this research is intended solely for internal use by the recipient. Neither
this document nor any copy of it may be taken or transmitted into Australia,
Canada or Japan or distributed, directly or indirectly, in Australia, Canada or
Japan or to any resident thereof. This document is for distribution in the U.K. Only
to persons who have professional experience in matters relating to investments
and fall within article 19(5) of the financial services and markets act 2000
(financial promotion) order 2005 (the “order”) or (ii) are persons falling within
article 49(2)(a) to (d) of the order, namely high net worth companies,
unincorporated associations etc (all such persons together being referred to as
“relevant persons”). This document must not be acted on or relied upon by
persons who are not relevant persons. Any investment or investment activity to
which this document relates is available only to relevant persons and will be
engaged in only with relevant persons.

The distribution of this document in other jurisdictions or to residents of other
jurisdictions may also 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. You shall indemnify ESN, its Members and their affiliates (and any
director, officer or employee thereof) against any damages, claims, losses, and
detriments resulting from or in connection with the unauthorized use of this
document.

For disclosure upon “conflicts of interest” on the companies under coverage by all the
ESN Members and on each “company recommendation history”, please visit the ESN
website (www.esnpartnership.eu) For additional information and individual
disclaimer please refer to www.esnpartnership.eu and to each ESN Member
websites:

www.bancaakros.it regulated by the CONSOB - Commissione Nazionale per le Societa e la Borsa
www.bankiabolsa.es regulated by CNMV - Comision Nacional del Mercado de Valores
www.caixabi.pt regulated by the CMVM - Comisséo do Mercado de Valores Mobiliarios
www.cmcics.com regulated by the AMF - Autorité des marchés financiers

www.degroof.be regulated by the FSMA - Financial Services and Markets Authority
www.equinet-ag.de regulated by the BaFin - Bundesanstalt fiir Finanzdienstleistungsaufsicht
www.ibg.gr regulated by the HCMC - Hellenic Capital Market Commission

www.nch.ie regulated by the Central Bank of Ireland

www.pohjola.com regulated by the Financial Supervision Authority

www.snssecurities.nl regulated by the AFM - Autoriteit Financiéle Markten

Members of ESN (European Securities Network LLP)
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