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Go to first hit 

Asea Brown Boveri's restructuring recipe has become a paradigm for Europe's large engineering groups. For at least four years, 
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ABB has battled to improved productivity. It has attacked its cost base, shifting production out of the high-cost countries of western Europe.

Having embarked on this restructuring markedly earlier than peers such as Siemens or Philips, 
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ABB is now better positioned to take advantage of a notable upturn in investment goods spending in Europe. This is evident from the group's half year figures. Currency translation effects flatter the figures but the underlying performance is extremely robust. This is underscored by a 7 per cent rise in order intake, in local currency terms. The motor for growth is coming from the industrial and business systems division. Volumes have risen and the impact of a reduced cost base is a sharp increase in margins. For the group, the operating margin was 9 per cent in the first half - and 
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ABB's target of 10 per cent by next year looks achievable.

The group's power generation activities have unnecessarily diminished the group's appeal to investors. Its exposure to Asian power markets - where competition is at its most ferocious and margins wafer-thin or non-existent - is limited to less than 10 per cent of group turnover. Shares in both BBC Brown Boveri and Asea, the two vehicles for investing in 
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ABB, are on a 
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discount to the 
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Swiss and Swedish market respectively. Given the quality of the group's management, the robust balance sheet and the earnings outlook, this is undeserved.

