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Indra 3Q11 Earnings Comment
Revenue and margin ok; WC worse due to Spain
Buy (High Risk) Targetyg4 (€): 16.70 Price (€): 11,60
Upside: 44%
2009 2010  2011E  2012E No. Shares (mn): 1641
Financials Market Cap (€ mn): 1,903.9
h Turnover (€ mn) 25133 25570 26082 27315 Avg Daily Vol 3m (k): 960.7
EBITDA (€ mn) 3274 3214 3167 3316 Reuters: IDR .MC
Net Income (€ mn) 195.6 188.5 194.9 195.1 Bloomberg: IDR SM
EPS (€) 1.21 1.16 1.20 1.20 Prices as at 10-11-2011
CEPS (€) 147 1.41 1.46 1.53 120 -
Ratios
RolC (%) 274 274 238 206 07
I RoE (%) 228 228 19.6 18.9 0 |
Net Debt/EBITDA (x) 0.4 x 0.8x 0.9x 0.6 x
Net Debt/EV (%) 0.0x 0.1x 0.1x 0.1x % 1
m Valuation o |
P/E(x) 13.6 1.1 9.7 9.7 Indra
EV / Revenues (x) 1.2 0.9 0.9 0.8 70 - o35
m EV /EBITDA () 9.1 74 7.0 6.5
Dividend Yield (%) 40 53 6.1 6.1
Source: Millennium investment banking
< = Indra disclosed its 3Q11 earnings today, before the market opening. 3Q11 earnings were in
line with our estimates.
= Revenues in the quarter stood at €576.0mn, growing 4.7% YoY. EBIT reached €60.7mn and
Z EBIT margin dropped 0.4pp YoY to 10.5%, on the back of increased pricing pressure and
increased weight of Services. Net profit reached €39.5mn (-6.7%) in the quarter.
= Tough conditions remain in Spain and in fact have worsened last quarter (-5% YoY in 3Q11
w while 1H11 was flat). Sales growth is mostly driven by Latin America and Asia Pacific region.

International markets grew 9.7% YoY in 9M11 and represented circa 41% of revenues.

= In terms of vertical markets, Telecom & Media (+33%), Energy & Industry (+10%), Transport &
Traffic (+5%), Public Administration & Healthcare (+6%) and Financial Services (+3%)
delivered a good performance in 9M11, while Security & Defense (-22%) continues to show
severe weaknesses given its exposure to public budgets.

= We highlight that group’s order intake increased 3% in 9M11 to €2,169mn. Backlog stands for
1.20x of last-12-months sales providing increased visibility over quarters ahead.

= Net Working Capital has increased in the quarter, reaching 108 days of revenues, which is
now how the company expects to end the year (previous guidance was 100 days of sale, our
estimate for YE is 99). Deterioration of WC is a consequence of tough environment in Spain.
Higher working capital and acquisitions are placing pressure over Net Debt (at 1.5x LTM

recurrent EBITDA).
Alexandra Delgado, CFA, o . .
Equity Analyst | ®  9M11 results are in line with company’s guidance for the full year: revenue growth of at least
+351 21 0037827 2% with an EBIT margin of at least 10.5%.

alexandra.delegado@millenniumbcp.pt

=  We remain comfortable with our estimates and maintain the price target for Indra at €16.70
(YE11), with a Buy, High Risk recommendation.
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Summary

Indra’s 3Q11 earnings were in line with our estimates. Revenue growth and EBIT margin in 9M11 is in line
with company’s guidance for the full year. The company reiterated its guidance for 2011- revenue growth
of at least 2% with an EBIT margin of at least 10.5%.

Tough conditions remain in Spain and in fact have worsened last quarter (-5% YoY in 3Q11 while 1H11
was flat). Sales growth is mostly driven by Latin America and Asia Pacific region. International markets
grew 9.7% YoY in 9M11 and represented circa 41% of revenues.

In terms of vertical markets, Telecom & Media (+33%), Energy & Industry (+10%), Transport & Traffic
(+5%), Public Administration & Healthcare (+6%) and Financial Services (+3%) delivered a good
performance in 9M11, while Security & Defense (-22%) continues to show severe weaknesses given its
exposure to public budgets.

We highlight that group’s order intake increased 3% in 9M11 to €2,169mn, leading backlog to €3,141mn
by the end of 9M11. Backlog stands for 1.20x of last-12-months sales (1.12x by 9M10) providing
increased visibility over quarters ahead.

Net Working Capital has increased in the quarter, reaching 108 days of revenues, which is now how the
company expects to end the year (previous guidance was 100 days of sale, our estimate for YE is 99).
Deterioration of WC is a consequence of tough environment in Spain. Higher working capital and
acquisitions are placing pressure over Net Debt (at 1.5x LTM* recurrent EBITDA).

3Q11 Earnings comment

3Q11 revenues stood at €576.0mn, growing 4.7% YoY. Growth in the first 9 months (+2.2% excluding
consolidation of Galyleo) is in line with company’s guidance for 2011: >=2% revenue growth. Solutions fell
2.7% and Services grew 16.1% vs. 9M10.

We highlight that Indra started to consolidate acquired IT player Galyleo in 3Q11, meaning €9.7mn in
revenues and €0.9mn in EBIT. We were not considering Galyleo consolidation in our estimates; excluding
this impact means 3Q revenue was 0.8% above and EBIT was 3.3% above our estimates.

EBITDA was above our estimates, at €73.1mn, meaning a 12.7% margin. EBIT reached €60.7mn,
growing 0.6% YoY. EBIT margin (recurrent) dropped 0.4pp YoY to 10.5%. Contribution margin grew
0.4pp to 18.7% in 3Q11 on the back of a very good margin in Solutions. Net profit reached €39.5mn (-
6.7%) in the quarter. Recurrent net profit in 9M11 dropped 7% YoY.

Group’s order intake increased 3% to €2,169mn in 9M11 on the back of an impressive figure coming
from Services and international business. Book-to-bill2 ratio was flat at 1.12x in 9M11 (vs. 9IM10).
Backlog amounted to €3,141mn by the end of 9M, which stands for 1.20x of LTM' sales (1.12x by 9M10).
This backlog gives additional visibility to quarters ahead.

Working capital investment was €108mn in 9M11. Net working capital (NWC) reached €762mn, which
stands for 108 days of revenues. Indra’s guidance on this topic was that it expected to end 2011 with
NWC of 100 days of revenues (our estimate is 99); this guidance has been revised to 108 days of sale by
year end (accounting for consolidation of Galyleo in 2H and Politec in 4Q). Deterioration of WC is a
consequence of tough environment in Spain. Net debt increased to €484mn by the end of 3Q11 from
€275mn by YE10. FCF in 9M11 was minus €209 mn, impacted by acquisitions (Indra Espacio minorities,
X-Sat, Galyleo and Politec minorities) and significant R&D capex.

Last 12 months
2 Order intake over revenues.
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Consolidated Income Statement Highlights

€ million 9M10  OM11  YoY OMME  Dev 3Q10 2011 3Q11  YoY QoQ 3QME  Dev
Revenues 18786 1,9296 3% 19155 1% 5500 6961  576.0 5% 7% 5619 3%
EBITDA 2353 2356 0% 2312 2% 699 85 731 5% 12% 687 6%
Margin 125%  122% 03 121% OMpp  127% 120% 127% 00p O07pp  122%  O5pp
EBIT 2061 2025 2% 1996 % 604 728 607 % 7% 519 5%
Margin 1.0% 105% 05 104% O.Mpp  11.0% 105% 105% -04pp  O1pp  10.3%  0.2pp
Net Profit 1434 1448 1% 1457 1% 423 556 395 1% 2% 404 2%
Margin 76% 75% 00p 76% Ofpp 77% 80% 69% -08p -1Mpp  72% -03pp

Source: Company data and Millennium investment banking

Revenue Screening

€ million M0 9M11 YoY OMY1E Dev 3Q10 2011 3QM1 YoY QoQ 3QME  Dev

Revenues 18786  1,929.6 3% 19155 1% 5500 6961  576.0 5%  -17T% 5619 3%

Revenue by Segment

Solutions 1,338.8  1,303.0 3% 12829 2% 3848 4438 4011 4%  -10% 3809 5%

Services 5398 6266 16%  632.7 1% 1653 2623 1749 6% 3% 1810 3%

Revenue by Business Area

Transport & Traffic 451 4351 5%  439.8 A% 1313 1669 1300 A% 2% 1346 -3%

Security & Defense 4261 3312 2% 3425 3% 1051 1048 856  -19%  -18% %8 -12%

Telecom & Media 2289 3051 3% 2906 5% 725 1195 939 0% 2% 794  18%

Public Adm. & Healthcare 2631 2176 6%  269.7 3% 731 1040 825 13%  -21% 746 1%

Financial Services 2865 2945 3% 3054 4% 892 1093 86.9 3% 21% ar 1%

Energy & Industry 2589  286.1 10% 267.6 7% 788 917 972 23% 6% 788  23%

Revenue by Geogr. Market

Domestic Market 1,156.7 1,376 2% 11478 A% 3313 4359 3148 5% 2% 3249  -3%

International Market 219 7920 10% 767.8 % 2187 2602 2612 19% 0% 2370  10%
Europe 3209 3100 6% 3144 1% 935 1001 87.0 % -13% N4 5%
North America 19.0 235 24% 17.2 36% 54 74 113 108% 52% 50  124%
Latin America 2585 3178 2% 3045 4% 87.6 993 1187 36% 20% 1055  13%
Other 1146 1408 2% 1316 7% 322 534 442 %  -17% 3B 2%

Source: Company and Millennium bep investimento

Consolidated Income Statement

€ million M0 9M11 Yoy IMIME Dev 3010 2011 3Q11  YoY QoQ 3QMME  Dev
Net Revenues 1,8786  1,929.6 3% 19155 1% 5500 6961  576.0 5% 7% 5619 3%
Operating Costs 167125 1,721 3% 1,7159 1% 4896 6233 5152 5% 7% 5040 2%
Supply costs & oper. exp. 9133 8736 4% 8959 2% 2608 3184 2535 3% -20% 2158 -8%
Personnel costs e 8699 12% 8413 3% 2335 3079 2674 5%  -13% 2388 12%
Other revenues 471 495 5%  -528 6% 142 37 182 8% 3% 214 5%
D&A and provisions 292 334 13% 316 5% 95 107 124 0%  16% 109  14%
EBITDA 2353 2356 0% 2312 2% 699 835 731 5% 2% 687 6%
Income from Oper (EBIT) 2061 2025 2% 1996 1% 604 728 607 1% 7% 579 5%
Financial Results 420 223 86% 163 3% 49 59 21 nm  105% 6.0 100%
Equity accounted profits 0.0 23 nm 12 nm 0.2 1.0 13 m  28% 02 nm
Goodwill amortisation 0.0 0.0 nm 0.0 nm 0.0 0.0 00 nm nm 00 nm
Extraordinary Results -15.3 0.0 nm 0.0 nm -3.5 0.0 0.0 nm mn 0.0 nm
EBT 1788 1824 2% 1845 A% 522 6719 499 A% 2% 520 4%
Taxes -358 385 8%  -39.3 2% 105 134 107 2% 20% 114 6%
Minority Interests 04 09  133% 05 9% 0.6 1.0 03 -50%  -72% 02 -295%
Net Income 1434 1448 1% 1457 A% 423 556 305 1% -29% 404 2%

Source: Company and Millennium bep investimento
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Contribution Margin

€ million M0 9M11 YoY OMMME  Dev  3Q10 2011 3Q11  YoY QoQ 3QME  Dev
Contribution Margin 336.0 3408 1% 3324 % 1010 173 1078 ™ 8% 991 9%
Solutions 2564 2505 2% 2409 % 752 849 809 8% 5% T4 13%
Services 796 903 1% 912 1% 258 325 269 & 1% 211 3%
Margin 179% 17.7% -020p 17.3% -03pp 184% 169% 18.7% Odpp 19pp 17.6% 1.1pp
Solutions 191% 192%  OMpp 188% -Odpp 195% 194% 202% 0O6pp 1ipp  187% 1dpp
Services W%  144% -03pp  144% OOpp 156% 129% 154% 03pp  25pp  153%  0.0pp

Cons. Contribution Mg 336.0 3408 1% 3324 3% 1010 173 1078 ™% 8% 9941 9%
Other non-distrib corp exp 1299 1383 % -1325 4% 406 445 411 16% 6% 412 4%
Consolidated EBIT 2061 2025 2%  199.6 1% 604 728 607 1% 7% 519 5%
EBIT margin 11.0% 105% -05pp 104% -O1pp  11.0% 105% 105% -Odpp  Odpp  103% 0.2pp
Source: Company and Millennium bep investimento

Operating Margins

€ million M0 9M11 YoY 9M1ME Dev 3Q10 2011 3Q11  YoY QoQ 3QME  Dev
EBITDA 125%  122% 03pp 121% Odpp  127% 120% 127% 0O0pp O7pp 122%  OS5pp
EBIT 110% 105% -O5pp 104% Opp  11.0% 105% 105% -04pp  Opp  10.3%  0.2pp
EBT 95%  95% -0Mpp  96% 02p 95% 98% 87% -08pp -tpp  93% -0.6pp
Net Income 76% 75% -01pp 76% OMpp 77% 80% 6.9% -08p 1pp  72% -0.3pp
Effective Tax Rate 200%  -211%  App -213%  -02pp -201%  -197% -215% -1dpp  -1.8pp  -22.0%  0.5pp

Source: Company and Millennium bcp investimento

Geographical markets

Spain revenues fell 5.0% in 3Q11 (-1.7% YoY in 9M11); in 1H11 revenues were kept broadly flat YoY, so
last quarter showed a worsening trend. Environment in Spain continues tough particularly in segments
such as Security & Defense and Transport & Traffic, given the significant weight of institutional clients.
Along with revenues, order intake also dropped 2% and book-to-bill was flat at 1.06x vs. 9M10.

Revenues from international markets grew 9.7% YoY in 9M11 and represented circa 41% of revenues in
9M11. Order intake grew 9% in 9M11 and book-to-bill stands at 1.22x (flat vs. 9M10); Indra expects
international markets to maintain double digit growth at the end of 2011, benefiting from strong organic
growth as well as consolidation of acquired Politec and Galyleo.

Latin America is Indra’s growth driver, with impressive revenue growth of 23% YoY in 9M11; Indra expects
this trend to continue at year end. Europe was weaker (-6% YoY in 9M11) due to the slowdown in the
Eurofighter programme. Asia Pacific region grew significantly (+23% in 9M11) which the company expects
to continue in the last quarter.

Vertical markets

Telecom & Media was again the star posting a 30% growth YoY in the quarter and 33% in 9M (not
sustainable throughout the year according to the company). This performance is being impacted by
important outsourcing contracts (Prisa and Telefénica) that began in 4Q10 and also by clients
concentrating IT services into a smaller number of IT suppliers which benefits Indra as a major player in
Spain (this process is also happening in the banking sector as a way to control costs). Energy & Industry
grew a very positive 10% YoY in 9M11, mainly due to the positive evolution in Latin America. The
company adds in the earnings release that it expects this market growth rate to decelerate in the coming
quarters. Transport & Traffic grew 5% YoY in 9M11, with international business (more than 50% of 9M
sales) more than offsetting weakness in Spain. International growth is being mainly achieved in the Asia
Pacific and Gulf areas, for example Indra was awarded in 3Q11 a relevant contract in Saudi Arabia in the
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Railway sector (will only be initiated in 2012). Financial Services sales grew 3% YoY, on the back of
client consolidation in Spain and expansion in Latin America. The company warns that despite still
believing the concentration process in Spain offers opportunities, it has spotted some signs of slowdown in
decision making, therefore is now less optimistic on the performance of this market in Spain. Public
Administration & Healthcare posted a 6% YoY revenue growth in 9M11; excluding balloting in Spain,
Colombia and Argentina, revenues would have dropped 6% on the back of a weaker domestic market.
Finally, Security & Defense revenues dropped by 19% in 3Q11 (-22% in 9M11), worse than we expected.
This performance is driven by budget cuts in Spain but also by the slowdown in the Eurofighter
programme (lifespan of the programme was extended). Indra continues to expect performance to improve
later in the year.

Solutions

Solutions’ revenues were better than we expected, growing 4.2% YoY in 3Q11 to €401mn. Contribution
margin was 20.2% (+0.6pp vs. 3Q10), broadly flat in 9M11 (+0.1pp). Revenue in 9M11 dropped 2.7%
while order intake was only slightly lower (-0.6% YoY). Book-to-bill of 1.08x (1.06x in 9M10) and backlog
5% YoY growth should give some support to next quarters.

Solutions’ segment is being hit mainly by the weakness in the Security & Defense market. Revenue in
9M11 is falling more than we estimate for the full-year (-1.0%), but orders and backlog are broadly in line
with what we expected. EBIT margin trend however is going better than we expected: it's flat in 9M while
we are estimating -0.8pp in 2011.

Services

Services’ revenues grew 5.8% vs. 3Q10 to €175mn, below our estimates. Contribution margin decreased
0.3pp YoY in 3Q11 to 15.4%; contribution margin was 14.4% in 9M11 (-0.3pp YoY). Order intake grew 9%
in the first 9 months to €763mn. Book-to-bill was 1.22x by the end of 9M11 (1.29x in 9M10). Orders and
backlog give support to strong performance ahead.

The performance of this segment has been much better than we expected: revenue is up by 16.1% YoY
in 9M11, order intake grew 9%. Indra explains in the earnings release that it is reasonable to assume
services' revenues growth will continue in 4Q11, although at a slower pace than in 9M11. Our estimate for
the full year is 9.5% YoY growth. In what margin is concerned, EBIT margin is losing 0.3pp in 9M, in line
with our full-year estimate.

Order intake / Backlog

€ million M0 M1 YoY OMMME Dev 3Q10 2011 3QM YoY  QoQ 3QMME  Dev
Solutions

Order intake / Contracting ~ 1,414.1  1,406.0 1% 14181 1% 3533 5580 3400 4%  -39% 321 3%
Revenues 1,3388  1,303.0 -3% 1,2829 2% 3848 4438 4011 4%  -10% 3809 5%
Backlog / Orders Book 22163 2,319.0 5% 22935 1% 22163 23540 23190 5% 1% 22935 1%
Book-to-bil 1.06 1.08 2% 1N 2% 092 126 085 % 3% 092 8%
Services

Order intake / Contracting 6981 7630 %% 7314 4% 957 1700 890 1%  48% 574 55%
Revenues 5308 6266  16% 6327 1% 1653 2523 1749 6% -31% 1810  -3%
Backlog / Orders Book 6015 8220  37% 8143 1% 6015 9190 8220 3% 1% 8143 1%
Book-to-bill 1.29 122 6% 116 5% 058 067 051 -12% -24% 032 61%
Total

Order intake / Contracting 2,122 2,169.0 3% 21495 1% 4490 7280 4290 4%  41% 4095 5%
Revenues 18786 19296 3% 19155 1% 5500 6961  576.0 5%  17% 5619 3%
Backlog / Orders Book 28178 31410  11% 31078 1% 28178 32730 31410  11% 4% 31078 1%
Book-to-hil 112 112 0% 112 0% 0n 115 068 4%  -41% 065 5%
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Income Statement

€ million 2009 2010 2011E 2012E
Operating Revenues 2,513.3 2,557.0 2,608.2 2,731.5
EBITDA 3274 3274 316.7 331.6
D&A -42.0 -42.1 -43.0 -54.2
Net Financials -24.9 -19.1 -23.9 -20.6
Taxes -62.7 -45.7 -55.2 -61.8
Minority Interests 2.4 0.6 0.7 0.7
Net Income 195.6 188.5 194.9 195.1
Margins (%)

EBITDA 13.0 12.8 12.1 12.1
EBIT 1.4 11.2 10.5 10.2
EBT 104 9.1 9.6 94
Effective Tax Rate 259 241 19.6 22.0
Net Income 1.7 78 74 15

Source: Company data and Millennium Investment banking

Financial BS

€ million 2009 2010 201ME 2012E
Fixed Assets 755.6 874.9 910.2 937.9
Working Capital 356.1 4139 461.3 4416
Invested Capital 1,111.7 1,288.8 1,371.4 1,379.4
Net Debt 134.6 2748 2739 202.6
Minority Interests 453 230 232 234
Equity 931.8 991.0 1,074.3 1,153.5
Capital Employed 1,11.7 1,288.8 1,371.4 1,379.4

Source: Company data and Millennium Investment banking

Cash-Flow Statement

€ million 2009 2010 2011E 2012E
Cash Flow from Operations 152.5 1728 190.5 269.1
Cash Flow from Investing -96.5 -161.4 -78.2 -81.9
Cash Flow from Financing -12.7 51.1 -175.3 -185.4
EBITDA - Capex 247.6 189.1 238.5 249.7

Source: Company data and Millennium Investment banking

Leverage Indicators

€ million 2009 2010 2011E 2012E
EBITDA 327.4 3274 316.7 331.6
Capex 79.8 138.3 78.2 81.9
EBITDA - Capex 2476 189.1 2385 249.7
EBITDA - Capex - Dividends 139.3 775 122.5 133.6
Financial costs, Net -24.9 -19.1 -23.9 -20.6
Net Debt 134.6 2748 273.9 202.6
Net Debt / EBITDA 0.4x 0.8x 0.9x 0.6x
Net Debt / Equity 0.1x 0.3x 0.3x 0.2x
Net Debt / Capital Employed 0.1x 0.2x 0.2x 0.1x
EBITDA/ Financial costs 13.1x 17.1x 13.3x 16.1x

Source: Company data and Millennium investment banking
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DISCLOSURES

= This report has been prepared on behalf of Millennium investment banking (Mib), a registered trademark of
Banco Comercial Portugués, S.A. (Millennium bcp).

= Millennium bep is regulated by Comisséo de Mercado de Valores Mobiliarios.

= This report was not previously shown to the company, neither the company was aware of the recommendation
nor was it changed.

= Recommendations:
Buy means more than 10% absolute return;
Neutral means between 0% and +10% absolute return;
Reduce means between -10% and 0% absolute return;
Sell means less than -10% absolute return.

= Unless otherwise specified, the time frame for price targets included in this report is current year-end or next
year-end.

= Risk is defined by the analyst’s view in a qualitative way (High, Medium, Low).

= Usually we update our models and price targets in between 6 and 18 months.

= Millennium bcp prohibits its analysts and members of their households to own any shares of the companies
covered by them.

= BCP group may have business relationships with the companies mentioned in this report.

= Millennium bcp, expects to receive or intends to seek compensations for investment banking services from the
companies mentioned in this report.

= The views expressed above, accurately reflect personal views of the authors. They have not and will not receive
any compensation for providing a specific recommendation or view in this report. There were not any
agreements between the companies covered and the analysts regarding the recommendation.

= Analysts are paid in part based on the profitability of BCP group, which includes investment banking revenues.

Indra
16.29
15.48
14.67
13.85
13.04
12.22
11.41
10.60
9.78
Buy —
Neutral —_—
Reduce
Sell
(Unrated
e 2 £ £ £ £ £ ¥ £ ¥ T £ T =
= > = = = = = = = 5 = 3 = )
= Recommendation Stock Price = Price Target

This information is not an offer to sell or a solicitation to enter into any particular deal or contract. It consists of data
compiled by or of opinions or estimates from Banco Comercial Portugués, S.A. and no representation or warranty is
made as to its accuracy or completeness. This information is merely an auxiliary means of analysis to be used by its
recipients, who will be solely responsible for its use, including for any losses or damages that may, directly or
indirectly, derive from it. Its reproduction is not allowed without permission from the BCP group. The data herein
disclosed are merely indicative and reflect the market conditions prevailing on the date they have been collected.
Thus, its accuracy and timing must absolutely be confirmed before its usage. Any alteration in the market conditions
shall imply the introduction of changes in this report. This information / these opinions may be altered without prior
notice and may differ or be contrary to opinions expressed by other business areas of BCP group as a result of using
different assumptions and criteria. The analysis contained herein is based on numerous assumptions. Different
assumptions could result in materially different results.
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