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Profitability in line, but cash is still tight

e Results in the first half of the year have reinforced our view that Indra
has not reached the path of recovery and material growth. Business in
the core domestic market continues to decline at high single digits and
increased competition is putting a lot of pressure on margins in other
regions. Cash flow remains an issue and Indra will need to improve its
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working capital management significantly if it is to reach its target of  Reuters IDR.MC

€100m FCF by the end of the year. Cash flow aside, results were  Bloomberg IDRSM

mainly in line with analysts’ expectations. It has to be noted that the  Changes made in this note
Rating Hold (no change)

stock has re-rated significantly over the past quarter and is now
trading at multiples closer to those of its peers. At this stage, we
believe that the downside potential is limited and retain our Hold
recommendation with a revised price target of €12.5. Our price target  Sales 292 06 3071 10 3242 11

i : : EBIT 216 -19 280 29 326 -24
is based on 12.5x estimated 2015 earnings. EPS 071 10 101 24 125 29

Source: Berenberg estimates

Price target EUR 12.50 (13.10)
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e Results comment: Reported revenue in H1 2014 declined by 1%
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e Guidance: The company confirmed its full-year target of €100m
FCF. At H1 it stood at -€3m.

Business activities:

Non-institutional shareholders:

Y/E 31.12,, EURm 2012 2013 2014E  2015E  2016E
Sales 2941 2914 2940 3102 3,277
EBITDA 300 278 272 322 368
EBIT 249 226 212 272 sis 31]July 2014
Net profit 133 116 108 165 205 Daud Khan
Y/E net debt (net cash) 639 627 639 571 487
EPS (reported) 082 070 065 099 121  ‘wnalyst
reporte : : : : : +44 20 3465 2638
EPS (adjusted) 097 089 072 099 121 L S erenbere.com
CPs 0.14 0.30 0.40 082 097 ‘ &
DPS 067 034 037 041 045
EBITDA margin 102%  95%  93% 104% 1125  GalMunda
EBIT margin 8.5% 7.8% 7.2% 8.8% 9.7% Analyst
Dividend yield 56%  29%  31%  35%  38% 442034652746
EV/sales 09 0.9 0.9 08 08 gal. munda@berenberg.com
EV/EBITDA 8.7 9.3 95 8.1 7.0
EV/EBIT 10.4 115 12.2 95 8.1 Jean Beaubois
P/E 12.3 13.5 16.6 12.1 9.9 Specialist Sales
Free Cash Flow yield (unl.) 3.2% 3.9% 4.4% 7.1% 8.2% +44 20 3207 7835

Source: Company data, Berenberg jean.beaubois@berenberg.com
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Results comments

Q22013 H113 Q22014 H114 Comments
H1 was challenging in Spain as the revenues declined
1-Transport & Traffic 1484  280.0 160.0  292.0 by double digits, but Q2 was flat yoy as the company
signed new railway projects. Europe and LatAm
remain strong drivers in the vertical.
% Growth 205% -125%  7.8% 4.3%
Prici i 1
2 - Telecom & Media 1076 210.0 76.0 160.0 r.ICIT\g pressure continues (‘iue to 'ower budgets
within key accounts. Organic decline was c13% as the
% Growth 5.6% 23% -294% -238¢ Vvertical experienced heavy FX headwinds.
Reported is d h LC th 6%
3 - Financial Services 1359 2581 1300 2550  ponedrevenuels downhowever LS growth was b
on the back of the strong growth in LatAm (double
digits) and Spain (+3%)
% Growth 105%  84%  -43% -12%
4 - Public Admin. & Healthcare Rem}a‘ms the strongest vertical, but 'fhe customers
1243 2405 1460  291.0 traditionally slow to pay, therefore increased pressure
: : : ~ on working capital. Expecting slow-down in H2 due to
the fact that a large contractin AMEA (Iraq voting
systems) ended in Q2.
% Growth 143% 11.3% 175% 21.0%
5 - Energy & Industry As mentioned in Q1, results in Spain are still weak in
1237 2515 1140 2290 . s
Energy sector. The management remains more positive
on the outlook for H2.
% Growth 8.5% 75%  78%  -89%
6 - Security & Defence AMEA and Europe strong, offsetting double-digit
1226 2501 1200  248.0 - . L .
decline in Spain. No significant changes expected in
H2.
% Growth 13.5% 1.9% 2.1% -0.8%
Revenue 7626 1,4903 7475 14759
2.0%  -1.0%
Source: Company press release
Q22013 H113 Q22014 H114 Comments
Spain is slightly improving, but comparatives are
1 - Domestic 3199 6327 2930 5750 becoming very favourable, therefore expecting more
positive results in H2. Order intake has increased in
9
% Growth A11%  116%  -84%  -91% H1by3%yoy.
2 - International 4427 857.6 455.0 901.0
% Growth 122% 139%  2.8% 5.1%
H1 thin LC 10% (almost 20% in Q2), but
(A) Europe & N America 1313 2800 1580 3080 |1lsrowthinLCwas10% (almost20% in Q2) bu
expecting growth to slow down materially in H2 due to
much higher comparatives.
% Growth 8.2% 51% 203% 10.0%
Macroeconomic environment in LatAm is challenging,
(B) LatAm 2151 4014 1900 3840 but the LC growth (+14 %) remains strong. However,
: : : ~  the FX headwinds continue to be a drag on the top line
growth. LC growth in H1 is deemed to be sustainable
% Growth 166% 135% -117% 43% ‘oMY
(C) AMEA Project in Iraq drove the growth in the region - this
%63 1762 1070 2090 finished in Q2, so expected reduction in growth in H2.
% Growth 86% 324% 111% 18.6% Security and Defence performing well.

Source: Company press release
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Results dashboard

Sales split by vertical (Q2 2014)

Sales by geography (Q2 2014)
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Contribution margin split: Services & Solutions

Revenues split: Services & Solutions
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FCF (Berenberg adjusted) again turned negative in the last quarter
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Financials
Profit and loss account
Year-end December (EUR m) 2012 2013 2014E 2015E 2016E
Sales 2,941 2,914 2,940 3,102 3,277
Cost of sales - - - - -
Gross profit - - - - -
EBITDA 300 278 272 322 368
Depreciation and amortisation -51 -52 -60 -50 -50
EBIT 249 226 212 272 318
Financial result -54 -64 -63 -60 -55
Income on ordinary activities before taxes - - - - -
Extraordinary income/loss -32 -28 -16 0 0
EBT 195 175 158 212 263
Taxes -36 -30 -33 -47 -61
Net income 128 117 109 165 203
Minority interest 5 -1 -1 0 0
Net income (net of minority interest) 133 116 108 165 203
Source: Company data, Berenberg estimates
Balance sheet
Year-end December (EUR m) 2012 2013 2014E 2015E 2016E
Liquid assets 70 363 0 0 0
Short-term debt - - - - -
Long-term debt -709 -990 0 0 0
Net debt 639 627 639 571 487
Property, plant and equipment - - - - -
Financial assets - - - - -
Other non-current assets - - - - -
Fixed assets 1,325 1,290 1,352 1,380 1,412
Working capital before deferred income - - - - -
Deferred income - - - - -
Total working capital 432 868 855 860 874
Other assets/ (liabilities) 602 152 2,118 2,118 2,118
Net assets 1,110 1,135 2,012 2,112 2,243
Source: Company data, Berenberg estimates
Cash flow statement
EURm 2012 2013 2014E 2015E 2016E
Cash flow from operations before changes in w/c 231 187 113 217 255
Change in working capital -78 -35 13 -5 -14
Cash flow from operating activities 153 152 126 212 241
Net cashflow from operations 153 152 126 212 241
CapEx -86 -56 -60 -78 -82
Free Cash flow (Equity) 24 49 66 135 159
Payments for acquisitions - - - - -
Financial investments -53 -14 0 0 0
Net share issuance 6 -3 0 0 0
Dividends paid -109 -56 -61 -67 -74
Others 4 2 0 0 0
Effects of exchange rate changes on cash -1 -4 0 0 0
Increase/decrease in liquid assets -12 293 5 67 85

Source: Company data, Berenberg estimates
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Growth rates yoy
(%) 2012 2013 2014E 2015E 2016E
Sales 94 % -0.9 % 0.9 % 5.5 % 5.7 %
EBITDA -4.3 % 7.2 % 2.1 % 18.2 % 14.5 %
EBIT 71 % -9.0 % -6.3 % 282 % 17.2 %
Net income -29.6 % -8.4 % -6.7 % 51.4 % 22.8 %
EPS reported - - - - -
-12.7 % -8.4 % -18.8 % 37.0 % 22.8 %

EPS recurring

Source: Company data, Berenberg estimates
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Please note that the use of this research report is subject to the conditions and restrictions set forth in the
“General investment-related disclosures” and the “Legal disclaimer” at the end of this document.

For analyst certification and remarks regarding foreign investors and country-specific disclosures, please
refer to the respective paragraph at the end of this document.

Disclosures in respect of section 34b of the German Securities Trading Act
(Wertpapierhandelsgesetz — WpHG)

Company Disclosures

Indra Sistemas SA no disclosures

(1) Joh. Berenberg, Gossler & Co. KG (hereinafter referred to as “the Bank™) and/or its affiliate(s) was Lead
Manager or Co-Lead Manager over the previous 12 months of a public offering of this company.

(2)  The Bank acts as Designated Sponsor for this company.

(3)  Over the previous 12 months, the Bank and/or its affiliate(s) has effected an agreement with this company
for investment banking services or received compensation or a promise to pay from this company for
investment banking services.

(4)  'The Bank and/or its affiliate(s) holds 5% or more of the share capital of this company.

(5  The Bank holds a trading position in shares of this company.

Historical price target and rating changes for Indra Sistemas SA in the last 12 months (full coverage)

Date Price target - EUR Rating Initiation of coverage
10 March 14 13.10 Hold 17 June 13
31 July 14 12.50 Hold

Berenberg Equity Research ratings distribution and in proportion to investment banking setvices,
as of 01 July 14

Buy 43.08 % 7143 %
Sell 154 % 357 %
Hold 41.52 % 25.00 %

Valuation basis/rating key

The recommendations for companies analysed by Berenberg’s Equity Research department are made on an
absolute basis for which the following three-step rating key is applicable:

Buy:  Sustainable upside potential of more than 15% to the current share price within 12 months;
Sell: Sustainable downside potential of more than 15% to the cutrent share price within 12 months;
Hold: Upside/downside potential regarding the cutrent share price limited; no immediate catalyst visible.

NB: During periods of high market, sector, or stock volatility, or in special situations, the recommendation system
criteria may be breached temporarily.

Competent supervisory authority

Bundesanstalt fiir Finanzdienstleistungsaufsicht -BaFin- (Federal Financial Supervisory Authority),
Grautheindorfer Stralle 108, 53117 Bonn and Marie-Curie-Str. 24-28, 60439 Frankfurt am Main, Germany.
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General investment-related disclosures

Joh. Berenberg, Gossler & Co. KG (hereinafter referred to as ,,the Bank*) has made every effort to carefully research
all information contained in this financial analysis. The information on which the financial analysis is based has been
obtained from sources which we believe to be reliable such as, for example, Thomson Reuters, Bloomberg and the
relevant specialised press as well as the company which is the subject of this financial analysis.

Only that part of the research note is made available to the issuer (who is the subject of this analysis) which is
necessary to propetly reconcile with the facts. Should this result in considerable changes a reference is made in the
research note.

Opinions expressed in this financial analysis are our current opinions as of the issuing date indicated on this
document. The companies analysed by the Bank are divided into two groups: those under “full coverage” (regular
updates provided); and those under “screening coverage” (updates provided as and when required at irregular
intervals).

The functional job title of the person/s responsible for the recommendations contained in this report is “Equity
Research Analyst” unless otherwise stated on the cover.

The following internet link provides further remarks on our financial analyses:
http://www.berenberg.de/research.html?&IL.=1&no_cache=1

Legal disclaimer
This document has been prepared by Joh. Berenberg, Gossler & Co. KG (hereinafter referred to as ,,the Bank®). This

document does not claim completeness regarding all the information on the stocks, stock markets or developments
referred to in it.

On no account should the document be regarded as a substitute for the recipient procuring information for
himself/herself or exetcising his/her own judgements.

The document has been produced for information purposes for institutional clients or market professionals.

Private customers, into whose possession this document comes, should discuss possible investment decisions with
their customer service officer as differing views and opinions may exist with regard to the stocks referred to in this
document.

This document is not a solicitation or an offer to buy or sell the mentioned stock.

The document may include certain descriptions, statements, estimates, and conclusions underlining potential market
and company development. These reflect assumptions, which may turn out to be incorrect. The Bank and/or its
employees accept no liability whatsoever for any direct or consequential loss or damages of any kind arising out of the
use of this document or any part of its content.

The Bank and/or its employees may hold, buy or sell positions in any securities mentioned in this document,
derivatives thereon or related financial products. The Bank and/or its employees may underwrite issues for any
securities mentioned in this document, derivatives thereon or related financial products or seek to perform capital
market or underwriting services.

Analyst certification
I, Daud Khan, hereby certify that all of the views expressed in this report accurately reflect my personal views
about any and all of the subject securities or issuers discussed herein.

In addition, I hereby certify that no part of my compensation was, is, or will be, directly or indirectly related to the
specific recommendations or views expressed in this research report, nor is it tied to any specific investment
banking transaction performed by the Bank or its affiliates.

I, Gal Munda, hereby certify that all of the views expressed in this report accurately reflect my personal views about
any and all of the subject securities or issuers discussed herein.

In addition, I hereby certify that no patt of my compensation was, is, or will be, directly or indirectly related to the
specific recommendations or views expressed in this research report, nor is it tied to any specific investment
banking transaction performed by the Bank or its affiliates.


http://www.berenberg.de/research.html?&L=1&no_cache=1
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Remarks regarding foreign investors

The preparation of this document is subject to regulation by German law. The distribution of this document in other
jutisdictions may be restricted by law, and persons into whose possession this document comes should inform
themselves about, and observe, any such restrictions.

United Kingdom
This document is meant exclusively for institutional investors and market professionals, but not for private customers.
It is not for distribution to or the use of private investors or private customers.

United States of America

This document has been prepared exclusively by the Bank. Although Berenberg Capital Markets LILC, an affiliate of
the Bank and registered US broker-dealer, distributes this document to certain customers, Berenberg Capital Markets
LLC does not provide input into its contents, nor does this document constitute research of Berenberg Capital
Markets LLC. In addition, this document is meant exclusively for institutional investors and market professionals, but
not for private customers. It is not for distribution to or the use of private investors or private customers.

This document is classified as objective for the purposes of FINRA rules. Please contact Berenberg Capital Markets
LLC (+1 617.292.8200), if you require additional information.

Third-party research disclosures

Company Disclosures

Indra Sistemas SA no disclosures

(1)  Berenberg Capital Markets LLC owned 1% or more of the outstanding shares of any class of the subject
company by the end of the prior month.*

(2)  Over the previous 12 months, Berenberg Capital Markets LILC has managed or co-managed any public
offering for the subject company.*

(3)  Berenberg Capital Markets LLC is making a market in the subject securities at the time of the report.

(4)  Berenberg Capital Markets LLC received compensation for investment banking services in the past 12 months,
or expects to receive such compensation in the next 3 months.*

(5)  There is another potential conflict of interest of the analyst or Berenberg Capital Markets LLC, of which the
analyst knows or has reason to know at the time of publication of this research report.

* For disclosures regarding affiliates of Berenberg Capital Markets LLC please refer to the ‘Disclosures in respect of
section 34b of the German Securities Trading Act (Wertpapierhandelsgesetz — WpHG)’ section above.

Copyright
The Bank reserves all the rights in this document. No patt of the document or its content may be rewritten, copied,
photocopied or duplicated in any form by any means or redistributed without the Bank’s prior written consent.

© May 2013 Joh. Berenberg, Gossler & Co. KG
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