
Siena Market Line 
2nd week of April 2016 

 

 

 

SolarEdge Technologies, Inc. 

SEDG 

 

Analyst: 

  

Zach Collins 

BUY on SEDG                                 Price Target: $ 33.80 

Key Statistics as of 12/4/15  Thesis Points: 

Market Price: 

Industry:  

Market Cap: 

52-Week Range: 

1 Year Beta: 

 

$25.05 

Information technology  

$1007.5 M 

$15.02-43.00 

1.7 

 

  

 Increasing margins 

 Consistently outperforming estimates   

 High growth industry 

 

  

Company Description:   

SolarEdge Technologies was founded in 2006 and began commercial shipments in 2010. The company went public on 

March 25, 2015. SolarEdge provides solar power optimization and photovoltaic monitoring solutions. The company 

offers optimizers, inverters, monitoring equipment, and accessories for power harvesting, conversion, and efficiency.  

SolarEdge has invented an intelligent inverter solution that has changed the way power is harvested and managed in a 

solar PV system. The direct current optimized inverter system maximizes power generation at the individual PV module 

level, while lowering the cost of energy produced by the solar PV system. 
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Thesis 

 

Since their IPO on March 25, 2015, SolarEdge has 

outperformed their earnings estimates in each quarter. 

SoalrEdge has positioned themselves with a high 

potential to be a prominent company within the solar 

equipment sector of the information technology 

industry. Since 2013, SolarEdge has increased their 

profitability margins down the income statement, and 

shows strong signs of further improvement. SolarEdge 

is also best in class in terms of value creation. The 

information technology industry as a whole has 

demonstrated high growth, which is forecasted to 

continue in the near future.  

 

Industry Outlook  

 
The graph below illustrates the growth of the solar 

industry from 2014, up to analysts’ estimates of 

growth for 2020.  

 

 
 

As you can see there is a positive outlook on future 

growth within the solar market. This industry is 

projected to grow at a CAGR growth percentage of 

18% to 2020, from $2.4 B in 2014 to over $6 B in 

2020. The primary factors that have influenced this 

trend include advancements in technology, 

improvements on the efficiency of solar equipment, as 

well as improvements on the installation methods of 

solar equipment.  As the global population grows and 

technology continues to rapidly advance, the demand 

for energy will rise substantially.  

 

 
 

This chart illustrates how the improvements made to 

solar equipment continue to lower the cost of using 

solar energy. Which makes this form of renewable 

energy particularly attractive. This provides high 

growth potential for any firm within this industry that 

can capitalize on this trend. That being said, the solar 

industry as a whole has come under scrutiny recently 

with the expiration of the Federal Investment Tax 

Credit “ITC” at the end of 2016. This has blown over 

however as the ITC has been extended to 2021. With 

a 30% tax credit through 2019, 26% in 2020, and 22% 

in 2021. Thus further improving the outlook of this 

industry.  

 

Porter’s Five Forces 

 

Bargaining power of suppliers: HIGH 

SolarEdge does not have internal manufacturing 

capabilities and currently relies on two contract 

manufactures to build all of their products.  

 

Bargaining power of customers: HIGH 

The top customer for SolarEdge accounted for 24.6% 

of their revenue for fiscal 2015. While their next top 

five largest customers accounted for 29.9% of their 

revenue. SolarEdge may be reliant on these customers, 

but continues to expand their customer network.   

 

Threat of substitutes: MODERATE 

The threat of substitutes for SolarEdge is moderate as 

there as are other sources of renewable energy. 

However, solar energy shows a more positive outlook 

than other sources of renewable energy. 
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Existing rivalry: HIGH 

The intensity of competition within the solar 

equipment industry is very high, as the nature of this 

industry is rapidly evolving. 

 

Threat of new competition:  LOW 

The solar industry is an industry with extremely high 

barriers to entry. As the startup costs for a solar 

equipment company are very high.  

 

Increasing Margins  

 

Since fiscal year 2013, SolarEdge has consistently 

improved their profitability margins each year.  

 

 
     

This common size income statement illustrates 

SolarEdge’s improvement in managing their operating 

expenses, as well as the costs associated with selling 

their products. The gross margin, EBITDA margin, 

and net margin have all increased in each year. And 

analysts’ estimates of the next four years show further 

signs of increasing margins.  

 

 
 

This cross sectional analysis illustrates how SolarEdge 

is generating a higher ROIC/WACC ratio than their 

peers within the industry. This demonstrates how 

SolarEdge is creating more value for their firm than 

that of their competition. 

 

Outperforming Estimates  

 

Since SolarEdge went public, they have consistently 

outperformed their earnings estimates in each quarter.  

 

 
 

This chart illustrates the actual EPS for SolarEdge in 

comparison to analyst estimates. Analysts are also 

forecasting an increase in earnings for the next four 

quarters.  

 

 
 

SolarEdge has significantly outperformed their 

EBITDA estimates. And is at the top of their industry 

in terms of their EBITDA margin.  

 

 
The peers identified in this analysis include Canadian 

Solar (CSIQ), SunPower Corp. (SPWR), SunEdison 

Inc. (SUNE), SolarCity Corp. (SCTY), Enphase 

Energy Inc. (ENPH), and SunRun Inc. (RUN). 
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When valuing this stock on the proforma, the 

sensitivity analysis showed that this stock was 

extremely sensitive to changes in operating costs. If 

the last reported operating costs were used in the 

continuing period, a substantial amount of value for 

this stock was lost. However, based on management’s 

focus on cutting operating expenses, analysts’ 

forecasts, and the improvements SolarEdge has 

shown each year since 2013 with lowering these costs, 

I believe a slightly lower value for their operating costs 

in the continuing period can be justified.  

 

 

 

Conclusion   

 

After a thorough analysis of SolarEdge it is clear that 

this company is undervalued. As they continue to 

improve their margins with high revenue growth, 

this firm will generate significant value to their firm. 

SolarEdge is also showing they can generate value 

without taking on a substantial amount of debt. 

What cannot be emphasized enough is the high 

growth potential within this industry. Despite the 

risk associated with limited financial data, the high 

return potential of this stock outweighs this level of 

risk. For the above reasons identified and the analysis 

conducted on the financials for SolarEdge, this stock 

is a BUY.  
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