
Chart 1

©
A

B
B

 G
ro

up
  Q

3 
20

08
 in

ve
st

or
 p

re
se

nt
at

io
n

Ju
ne

 9
, 2

00
9

ABB at JP Morgan Pan-European 
Capital Goods CEO Conference 
Joe Hogan, CEO
Pennyhill Park, Surrey, UK

June 11, 2009
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Safe-harbor statement

This presentation includes forward-looking information and statements 
including statements concerning the outlook for our businesses. These 
statements are based on current expectations, estimates and projections 
about the factors that may affect our future performance, including the 
economic conditions of the regions and industries that are major markets for 
ABB Ltd. These expectations, estimates and projections are generally 
identifiable by statements containing words such as “expects,” “believes,”
“estimates,” “targets,” “plans” or similar expressions. However, there are many 
risks and uncertainties, many of which are beyond our control, that could 
cause our actual results to differ materially from the forward-looking 
information and statements made in this press release and which could affect 
our ability to achieve any or all of our stated targets. The important factors that 
could cause such differences include, among others, business risks related to 
the financial crisis and economic slowdown, costs associated with compliance 
activities, the amount of revenues we are able to generate from backlog and 
orders received, raw materials prices, market acceptance of new products and 
services, changes in governmental regulations and currency exchange rates 
and such other factors as may be discussed from time to time in ABB Ltd’s 
filings with the U.S. Securities and Exchange Commission, including its 
Annual Reports on Form 20-F. 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.



Chart 3

Agenda

� Introduction

� Cost take-out program to 2010

� Growth opportunities

� Summary

� Q&A
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Q1 09 results: Revenues steady near peak 2008 levels
EBIT and margin lower, cost take-out plan expanded

� Revenues up 3%*, orders down 3%  

� Large orders almost doubled, base orders 18% lower

� Order backlog at $25 bn, up 10% vs Q1 08, 9% vs Q4 08 

� Service orders 14% higher, revenues up 6%

� Operational EBIT margin off ca. 3% points vs Q1 08

� Margin impacted mainly by lower capacity utilization vs 
very high levels in H1 08, product mix and some price 
erosion in short-cycle businesses

� Cost take-out plan expanded, now aiming at $2 bn savings 

� Negative cash flow due to timing of large project payments, 
inventory build-up

* In local currencies.
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Q1 09 orders down 3%* vs strongest-ever quarters

Orders Q1 2007 to Q1 2009
in local currencies

* in local currencies

Q1 07 Q2-07 Q3-07 Q4-07 Q1-08 Q2-08 Q3-08 Q4-08 Q1-09

-3%*

Record order intake in 
Q1 and Q2 2008
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Q1 08
reported

Mark-to-
market on
hedging

Q1 08 adj. Q1 09
reported

Mark-to-
market on
hedging

Asset write-
downs

Q1 09 adj

Q1 EBIT margin bridge

� Lower 
capacity 
utilization

� Product mix
� Some price 

erosion in 
short-cycle 
businesses

� Additional 
pension 
costs

17.0%

15.9%

12.0%

13.0%

� ~ 3%
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Agenda

� Summary of Q1 2009

� Cost take-out program to 2010

� Growth opportunities

� Summary

� Q&A
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Expanding cost take-out to $2 bn from $1.3 bn
Progress on all four key drivers

� Ca. 50% of total expected savings

� EM sourcing >40% by 2010 from ~20% in 2005

� $150 mill savings in Q1
Sourcing

� Total cost of program: Up to $1 bn by end of 2010
� Additional cost measures beyond $2 bn ready if needed

FTE = Full-time equivalents

Footprint
� 3,000 fewer FTEs so far, focus on U.S. and W. Europe

� Accelerated expansion in emerging markets

G&A � Reduce by at least 15% (vs 10% in original plan) ~$300 mill

Operational 
excellence

� Deploy common manufacturing platforms

� Improve engineering tools for higher productivity

� Accelerate project management training
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Significant capex in emerging economies 
Advantages in cost, flexibility, currency exposure

Cumulative capex by selected country 
2006-2008

China
$280 mill.

Mexico
$35 mill.

India
$175 mill.

Estonia
$50 mill.

Poland
$80 mill.Czech Rep

$50 mill.

Brazil
$35 mill.

Egypt
$25 mill.
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San Luis Potosi multi-divisional facility
Low-cost base for N. America, build market in Mexico

San Luis Potosi

Mexico City

Business Case

� 25% - 40% lower engineering cost
� 25% - 50% lower manufacturing and 

assembly cost
� 15% lower cost sourcing

Fast implementation

� Nov. 07: Groundbreaking
� Mar. 08: 1st AP shipments
� June 08: All divisions operational

1st time all divisions operate on a single 
campus (30,000 m2)

� AP & PP manufacturing, assembly, testing
� PA, PS & RO assembly, testing
� Common sales, engineering, project 

management
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ABB well-positioned for 2010 growth opportunities
Ca. 33% of 2008 orders from large emerging markets

Forecast GDP growth 2009-2010 vs share of total ABB orders 2008
2009 2010

Source: Global Insight

India
5%

4.3%
5.8%

S. America
5%

N. America
14%

E. Europe
7%

W. Europe
37%

-4.3%

-0.2% 0.9%

-4.1%

China
12%

6.6%
8.1%

Higher GDP
growth regions

MEA
11%

-0.2%

3.0%
-3.2%

1.5%

-1.1%

2.3%

Share of total 
ABB orders
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Opportunities from stimulus plans
ABB seen as a local player with global scope

Example: China $600 billion

� Utilities to spend $130 bn in grid development 2009-10

� Another $130 bn for nuclear, wind & solar over next 3 yrs

� Higher focus on renewables and energy efficiency

Example: U.S. $790 billion

� $70-80 bn “power-relevant”

� $17 bn for energy efficiency and renewables

� $11 bn for energy transmission (incl. $4.5 bn for 
modernization and smart grid)

Timing of impact on ABB orders remains open
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Renewable energy is a key growth driver for both 
power and automation

8.5%

11.5% 20%

2005 2020

GAP

Example EU: Target for renewable energy by 2020

Source: EU Commission 2008; RWE Factbook 2008; 1 NERC Special Report: Accommodating high levels of 
variable generation, April 2009

Example US: Strong growth in renewables expected

� >145,000 MW of new renewables added over next 10 yrs

� If only ½ comes into service = 350% increase over 2008 levels

� Represents “one of the largest new resource integration efforts in 
the history of the electric industry”1

Share of total EU power generation

� Onshore wind seen growing >10% p.a. to 2015 in EU 27 countries, 
offshore >30%
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ABB wind technologies in both power and automation 
High value-added offering, world’s No. 1 supplier

Generators Compact 
substations

Power 
electronics

HVDC Light

Converters
Switches &

breakers, control 
products

FACTS

Static var
compensation

Transformers

� ABB equipment installed in ca. 30,000 turbines worldwide
= 25,000 MW of electricity

� Global market shares:
� ~20% for generators and transformers

� ~40% for low-voltage equipment

� ~15% for converters

� Business 
volume 2008: 
~900 million

� Wind power-
related 
operations in 
40 countries
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ABB is also targeting the solar market 
3-phase solar inverter for large-scale solar generation

� Designed for large scale grid-connected 
photovoltaic solar energy production

� Based on ABB’s highly successful 
ACS800 industrial drives and wind 
converters

� Power ratings from 100 kW to 2 MW

� High efficiency and long operating life

� Fast and easy installation

� Complete range of remote 
communication options

� Lifecycle service and support through 
ABB’s extensive global service network



Chart 17

Energy efficiency in industry as a buffer to lower capex
Example: Energy lifecycle of electric motors

Energy 
loss = 
65%

Conventional motor 
control by throttle

Power input
= 2.85

Transformer 
losses

Motor losses

Pump losses

Throttle valve 
losses

Power output
= 1.0

Source: CEMEP

ABB’s installed base of low-voltage drives saved equivalent of 140 TWh in 
2007 = electricity consumption of 36 million EU families

For each $1 
spent to 

purchase a 
motor, >$100 is 
spent on lifetime 

energy costs

Motor control by 
variable-speed drive

Transformer 
losses

Converter 
losses

Pump 
losses

Motor 
losses

Power input
= 1.6

Power output
= 1.0

Energy 
loss =  
37%
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Energy efficiency also a growing opportunity in 
transformers

� Environmentally friendly

� Cut losses by ~40%, CO2 savings ~11 tons/yr for each 1.5 MW unit

� Less generation capacity needed

� Lower operating temperature

� Higher reliability & quality = extended life time

� Financial advantages

� Higher net present value

Example: Amorphous Metal Distribution Transformers

� Grid investments in UHV (>500 KV)

� Replacement of aging transformers supports service business

� Increase sales of transformer components

� Energy efficiency is driving demand, especially in the U.S.
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-15%

-5%

5%

15%

25%

Growth in services will provide stable earnings
Standard service, lifecycle and consulting

Growth in service orders vs total orders, Q1 08 to Q1 09
% change in local currencies

Service

Total

Q1 08 Q1 09Q2 08 Q3 08 Q4 08
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From traditional to smart grids
ABB well positioned with the right technologies

� Centralized power generation

� One-directional power flow

� Generation follows load

� Top-down operations planning

� Operation based on historical data
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� Centralized & distributed power

� Intermittent renewable power generation

� Multi-directional power flow

� Consumption integrated in system 
operation

� Operation based on real-time data
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Distributed
generation

Solar generation

Smart Grid: ABB portfolio

� Network management, incl. real-time pricing, 
wide area monitoring, outage management, 
wind/solar integration

� Substation and feeder automation

� Utility communication systems 

� FACTS for increased grid stability 

� SVC Light® for stationary battery storage

� HVDC Classic and HVDC Light® for efficient 
transmission

� Integration of
� Wind and solar power
� Electric vehicles 
� Smart meters 
� Industrial energy management systems 
� Smart house devices

Smart GridProduction

Plug-in vehicles

Consumption

Industry

Smart meters

Smart house

Traditional
power plants

Wind farms
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Agenda

� Summary of Q1 2009

� Cost take-out program to 2010

� Growth opportunities

� Summary

� Q&A
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2009 so far – Backlog helps growth, more actions 
being taken to support profitability

� Order backlog higher but base orders down 18% in Q1

� Revenues supported by execution of the backlog

� EBIT and EBIT margin impacted by lower capacity 
utilization vs very high 2008 levels

� $2-bn cost take-out by 2010 to focus on sourcing, G&A, 
footprint and process optimization

� Power & Oil & Gas the most resilient sectors to date
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Key messages for 2009 and beyond

� Stay ahead of the market on adjusting cost and capacity
� Continue to leverage global scope and technology lead to 

outgrow the market
� Continue to aggressively drive our service strategy 
� Always sell ABB Value, never lead prices down

Our ambitions

� Continue strong operational execution
� Implement the cost take-out quickly
� Remain flexible and responsive to catch the market upturn

The challenges

Keep the right balance on cost, capacity, footprint  
and growth
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Well-balanced business and geographic portfolio

40%

15%

24%

21%
29%

22%

2%

23%

24%

Orders by division
% of total orders Q1 2009 (non-consolidated)

Orders by region
% of total orders Q1 2009

PP

PSAP

PA

RO

EUR

ASIA

AM

MEA
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ABB’s balance sheet remains rock solid
Maximum flexibility to meet an uncertain market

Q1
07

Q2
07

Q3
07

Q4
07

Q1
08

Q2
08

Q3
08

Q4
08

Q1
09

* Cash & equivalents plus marketable securities & short-term 
investments, less total debt

Net cash* Q1 07 to Q1 09
US$ billions, end of period

� Net cash not significantly changed –
50% of decrease from forex

� Still one of the strongest balance 
sheets in the sector

� No significant debt maturing until 2010

� Undrawn committed credit line
of $2 billion

� Commercial paper programs in place

� Authorized and conditional capital 
available

� Solid credit rating

� S&P: A-, Outlook stable

� Moody’s: A3, Outlook stable

$4.8
bn
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Reconciliation of financial measures to US GAAP

EBIT margin
Earnings before interest and taxes (EBIT) 862
Revenues 7�209

EBIT margin (EBIT as % of revenues) 12.0%

Finance net
Interest and dividend income 38             
Interest and other finance expense 22             

Finance net 60             

Net cash

Short-term debt and current maturities of long-term debt (349)         

Long-term debt (1�960)      

Total debt (2'309)      

Cash and equivalents 6�550        
Marketable securities and short-term investments 577           

Cash and marketable securities 7'127       
Net cash 4'818       
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For more information, call ABB Investor Relations
or visit our website at www.abb.com/investorrelations

Telephone e-mail

Michel Gerber, Head of
Investor Relations (Zurich)

+41 43 317 3808 michel.gerber@ch.abb.com

John Chironna
(Norwalk, CT)

+1 203 750 7743 john.g.chironna@us.abb.com

John Fox
(Zurich)

+41 43 317 3812 john.fox@ch.abb.com

Karen Himmelsbach 
(Zurich)

+41 43 317 3832 karen.himmelsbach@ch.abb.com

Mathias Swenson 
(Västerås, Sweden)

+46 21 329 108 mathias.swenson@se.abb.com

Astrid Bodmer, Assistant 
(Zurich)

+41 43 317 3808 astrid.bodmer@ch.abb.com


