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Safe-harbor statement

This presentation includes forward-looking information and statements that are
subject to risks and uncertainties that could cause actual results to differ.  These
statements are based on current expectations, estimates and projections about
global economic conditions, the economic conditions of the regions and
industries that are major markets for ABB Ltd and ABB Ltd’s lines of business.
These expectations, estimates and projections are generally identifiable by
statements containing words such as “expects,” “believes,” “estimates” or similar
expressions.  Important factors that could cause actual results to differ materially
from those expectations include, among others, economic and market conditions
in the geographic areas and industries that are major markets for ABB’s
businesses, market acceptance of new products and services, changes in
governmental regulations,  interest rates, and fluctuation in currency exchange
rates.  Although ABB Ltd believes that its expectations reflected in any such
forward looking statement are based upon reasonable assumptions, it can give
no assurance that those expectations will be achieved.
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Outline

n  Markets

n  Financial results

n  Strategy

n  Targets

n  Conclusions 
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Four business areas for products:

n High-Voltage Technology

n Medium-Voltage Technology

n Power Transformers

n Distribution Transformers

 Three business areas for
 systems and services:

n Power Systems

n Utility Automation Systems

n Utility Partners

Refocusing the business

n 145 manufacturing plants

Former Power Technology
Products division (PT)

New Power Technologies division

Former Utilities division (UT)

Six business areas for products,
systems and services:

n Power Systems

n Utility Automation Systems

n High-Voltage Products

n Medium-Voltage Products

n Power Transformers

n Distribution Transformers

n 41,000 employees
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Markets

n Regions

n Mixed demand in Western Europe

n Eastern Europe continued to grow

n Americas with lower demand,
mainly U.S.

n Strong growth in Asia,
especially China and India

n Middle East and Africa
gradually increasing

n Market segments

n Continued demand in transmission products from utilities

n Light industry slightly reduced investments

n Heavy industry stays on track

Europe
37%

Latin America
8%

Asia Pacific
18%

Middle East/
Africa
11%

Orders by destination

North America
26%

Power Technologies
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Fourth quarter achievements

n Product base EBIT margin up to 8.6 percent
from 6.7 percent

n Operational improvements to lower cost base

n Strong productivity gains from focused factory strategy

n Combined product, system business into new PT division

n Clearer strategic focus, greater operational efficiency

n Productivity improvements and customer benefits

n Base set for Focused Engineering deployment

n All PT products lines (691) Industrial IT-certified

n Launched ABB’s first fully Industrial IT-driven
manufacturing plant - for distribution
transformers in Lodz, Poland

Q4

Power Technologies
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Fourth quarter 2002

Orders 1,064 805 1,589 1,844  -13.8%

Revenues 1,179 1,288 2,047 2,051 -0.2%

EBIT 101 -10 91 80  13.8%

Base EBIT** 101 13 114 130 -12.3%

Base EBIT margin 8.6% 1.0% 5.6% 6.3%

(MUS$)

ChangePT-old     UT-old PT division*

* Reflects various adjustments, see appendix
** Definition of base EBIT, see appendix

  2002       2002             2002           2001

Power Technologies

n Orders down due to fewer large orders, and delay of large order
awards into 2003 in utility business

n Revenues flat based on lower systems backlog

n EBIT improved by 14% on productivity programs
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Highlights 2002

n Revenues increased by 3.3%
n Driven by double-digit growth in transmission

n Asia, particularly China, continued to outperform

n EBIT increased by 9%, margin up from 5.7% to 6.0%
(Base EBIT margin up from 6.8% to 7.0%)
n Continuous rationalization and productivity improvement programs on target

n 9% job reduction 2002 vs. 2001, 13% over 18 months

n Operating cash flow* on target
n Operating cash flow at US$ 454 million

n 55% above EBIT on a 2-year-cycle

n Implementation of Focused Factory strategy in line with targets
n 30% fewer product lines, 17% fewer production lines over two years

n Platform for Focused Engineering ready

* Operating cash flow: Net cash provided by operating activities, before tax and interest paid

Power Technologies
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Full-year 2002

Orders 4,387 4,458 6,843 7,474 -8.4%

Revenues 4,355 4,826 7,103 6,873 +3.3%

EBIT 353 75 428 392  +9.2%

Base EBIT** 384 112 496 468 +6.0%

Base EBIT margin 8.8% 2.3% 7.0% 6.8%

(MUS$)

ChangePT-old     UT-old PT division*

  2002       2002             2002           2001

Power Technologies

n Products orders up 4% on good growth in Asia, MEA, Eastern Europe

n System orders down mainly due to selective bidding,
two very large orders in 2001  (China US$ 360 million and Brazil US$ 180 million)

n Revenues lifted by a good order backlog, strong growth in Asia

n Base EBIT margin higher mainly due to operational improvements,
benefit from rationalization programs

* Reflects various adjustments, see appendix
** Definition of base EBIT, see appendix
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0

100

200

300

400

500

600

Full-year 2002 EBIT reconciliation

Operational
improvements
/productivity

increase

Restruct.
costs

change

Restruct.
payback

Non-
recurring

costs*

EBIT
0212

EBIT
0112

-25

+71

+16 428+34
392

MUS$

Product
price 
mix

-60

5.7% 6.0%

Power Technologies

* strategic large system orders taken in 1999/2000
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2003 strategic priorities

n Continue to focus on cost reductions

n Speed in processes
n Focused Factories plus Focused Engineering

n Continued site and product rationalization

n Speed in systems
n Continued push on product and system configurators

to increase speed

n Build on strong base and expansion
n Take advantage of #1 market position

n Capitalize on complete portfolio of products, systems, services

n Boost channel partner business by more than 10%

n Grow service business by more than 10%

n Continue strong growth in India and China

Power Technologies
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Cost savings and productivity program
Power Technologies

n In 2002, total cost base already reduced by 2%, mainly through

n 9% job reduction in 2002, 13% over the last 18 months

n Committed to further solid cost savings over next 18 months as part of
Step Change program

n Target to eliminate cost equal to 4% of revenues by June 2004

n Major cost savings include in 2003

n Supply chain management

n Restructuring payback (reduced personnel cost)

n Overhead cost reduction program

n Targets are fully mapped out through global businesses together with
local organizations (“bottom-up approach”)

n Expected to contribute US$ 100 million to 2003 EBIT
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Product lines

0

100

200

300

400

500

2000 2001 2002 2003

No.

Production lines

0

40

80

120

160

200

2000 2001 2002 2003

-30%

-17%

From 2000 to 2002

n 30% reduction in overlapping
product lines

n Focused factories to reduce
number of production lines
by 17%

To be extended to systems:
“Focused Engineering”

n leading to “speed”

Power Technologies

Factory, product rationalization to achieve speed
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n R&D and IT continue to develop modularized and productized power
systems

n Deploy Focused Engineering concept with priority on medium and low
complexity solutions

n Implement configurators for products and systems - examples:

n For products: CollaborateIT Quotation and
Pricing Systems (Conformer, Trafonet, AX1, HITS)

n For low complexity systems: PS1 - productized substation

n For medium complexity systems: MS1 - modularized substation

Shorten the cycle time
for configuration, quotation and ordering:

n increased cash flow
n strong competitive edge

Power Technologies

Build on strong base
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Expand market position

n Tap leading market position and large installed base
to grow in high margin service business

n Service business being implemented at the core
of every business area

n Accelerated targeting of key channel partners like
OEMs* and EPCs*

n Extend lead in high-growth regions, high-end
technologies

n Further double-digit growth in Asia 2003

n Capitalize on HVDC* market opportunities

* OEM: Original Equipment Manufacturer
   EPC: Engineering, Procurement, Construction
   HVDC: High-voltage Direct Current

Power Technologies
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2003 market share opportunities

Business Areas

No.1

Market share Market position

No.1

No.1

No.1

No.1

No.1

Market opportunities

High-Voltage products

Medium-Voltage products

Power Transformers

Distribution Transformers

Power Systems

Utility Automation Systems

18%

17%

18%

14%

23%

14%

Sources: Goulden Reports 2001, NEMA 2001, ZVEI 2000, COTREL  2001, Evans Research 2001, Gartner Group 2001

Distribution business:

n Exit of small competitors
anticipated

n Leverage OEMs

Transmission business:

n Leverage EPCs

n Target large OEMs with
incomplete portfolio

System business:

n Expand HVDC

n Grow water and plant
automation activities

Power Technologies
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2003 market expectations

n Regions
n Mixed economic environment in Europe is expected to continue,

in Eastern Europe further strong growth anticipated

n U.S. business climate expected to stabilize

n Latin America expected to pick up, especially in large infrastructure projects

n Asian markets driven by strong development in China and India

n Middle East/Africa demand increasing, subject to Iraq crisis

n Market segments
n Stable, but cautious purchase patterns in utility industry

n Industry clients to show mixed picture, by region, market segment

Power Technologies
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* CAGR 2002-2005

Revenue growth and EBIT margin targets

      2002     2003  2005

Revenue growth            3.3%      5.3%            5.3%*

EBIT margin       6.0%      7.0%          10.0%

Power Technologies

n For 2002, top line growth and
EBIT margin delivered on target
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Conclusions

n Continue to reduce costs

n Build on well-proven strategy:
Speed through Focused Factories plus Focused Engineering

n Accelerate web-enabling of value chain:
Configurators, productized systems

n Continue with account and channel management

n Capitalize on #1 market position, portfolio

n Top priority: Higher productivity, lower costs
n More than 20% EBIT growth in 2003

n US$ 100 million EBIT improvement in 2003

n Operating cash flow above EBIT

Power Technologies



A global leader in power and automation technologies
that enable utility and industry customers to improve
their performance while lowering environmental impact
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Appendix
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Power Technologies pro-forma orders

MUS$ 12/‘02 12/‘01 Q4‘02   Q4‘01

Reported orders
  Former PT division 4,387 4,221 1,064 949
  Former UT division 4,458 6,436 805 1,620

Elimination of inter-company transactions -2,002 -3,183 -280 -725

Pro-forma orders
New PT division 6,843 7,474 1,589 1,844
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Power Technologies pro-forma revenues

MUS$ 12/’02 12/’01  Q4‘02    Q4‘01

Reported revenues
  Former PT division 4,355 3,961 1,179 1,140
  Former UT division 4,826 5,634 1,288 1,672

Elimination of inter-company transactions -2,078 -2,722 -420 -761

Pro-forma revenues
New PT division 7,103 6,873 2,047 2,051
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Power Technologies division –
Pro-forma EBIT

MUS$ 12/‘02 12/‘01   Q4‘02     Q4‘01

Reported EBIT
  Former PT division 353 234 101 44
  Former UT division 75 158 -10 36

Pro-forma EBIT
New PT division 428 392 91 80



©
 A

B
B

 P
ow

er
 T

ec
hn

ol
og

ie
s 

- 
25

 -

MUS$ 12/‘02  12/‘01      Q4’02  Q4‘01

Pro-forma EBIT 428 392 91 80
Adjusted for one-time items:
Restructuring costs 60 76  19  67
Capital gains    -29  -25
Other one-time items 8 4
Adjusted for non-recurring
amortization 29 8

Base EBIT
New PT division 496 468 114 130

Power Technologies Base EBIT


