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Enphase Energy (NASDAQ: ENPH)
Sector Head: Max Grossberg

Senior Analysts: Ethan Agro, Stephanie Shen
Junior Analysts: Kathryn Erich, Stanley Zheng 

Buy:
$224

Target:
$268

Upside:
20%
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Company Overview
Overview Product Overview

Enphase vs Market Returns Product Units Sold
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Enphase Energy is a solar technology company that 
manufactures solar-driven home energy solutions 

IQ series microinverters allow for solar generation, home 
energy storage, and web-based monitoring and control

Installed over 3 million Enphase home systems in over 
145 countries ensuring strong power flow
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IQ8 Microinverter: Converts sunlight from solar panel into 
usable form of  electricity

IQ Battery: Backup battery that powers home when solar 
panel is not generating electricity

Enphase Energy Systems: Integrated system that allows user 
to control Enphase products from app
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Recent promotion of  clean energy as a result of  government 
intervention involving large tax credit to be claimed – has 
heavily increased demand for renewables

Russia-Ukraine war has continued to skyrocket household 
energy prices especially in European countries as a result of  
supply chain issues and rising oil prices

Solar power industry has seen incredible growth in last 5 years 
of  around 21% as countries keep pushing incentives

Industry Overview
Industry Trends Renewable Energy Growth

Renewable Energy Breakdown Competitors
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SolarEdge → Primary competitor for Enphase, 
headquartered in Israel with large share in solar inverters

First Solar, Inc. → American manufacturer of  solar 
panels also a provider of  utility scale PV power plants 

Sunpower Corporation → American provider of  
photovoltaic solar energy generation and battery systems

Sunnova Energy International, Inc. → Houston 
based residential and commercial solar energy provider
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Investment Thesis

Widening margins 
due to increased 
efficiency by 
improving 
manufacturing

Overlooked 
Financial 
Position 

Expected lower lead 
times in Europe 
driving international 
growth 

European 
Installer 

Efficiency
New legislation 
promotes purchase 
of  solar batteries and 
growing backup 
battery market

NEM 3.0

Oil reserve at a low; 
oil prices expected to 
increase due to 
growing demand and 
stagnant supply

Macroeconomic 
Influence
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Overlooked Financial Position
Residential PV Inverter Market Share Gross Margin Comparison

Return on Investment Comparison Debt/Equity Comparison 
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European Installer Efficiency
Recent Events to Improve Efficiency Domestic vs. International Lead Times

Future Revenue DiversificationImpact on Deferred Revenue
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European

Battery

Microinverter

Q4 2022 - European based company to help improve local 
servicing and integration of  Enphase home energy systems

Q2 2022 - Partnership starting in Q1 2023 to have factory 
in Romania manufacture Enphase products improving 
delivery times to European Customers  

Q1 2022 - Connects customers to high quality installers 
through a lead platform

D
om

es
tic

Q1 2023 – Partnership with German decentralized energy 
company will expand Enphase product offerings to 
Germany and Austria

 -

$50,000

$100,000

$150,000

$200,000

$250,000

$300,000

$350,000

$400,000

$450,000



U
til

iti
es

 &
 R

en
ew

ab
le

s 
Se

ct
or

| 
E

np
ha

se
 E

ne
rg

y

NEM 3.0
NEM Changes

California Solar Sales Including BatteryEnphase IQ Battery

Advantages for Enphase
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75% Decrease 
in Export Rate

Doubles
payback period

New California 
law decreases
rates at which 
homeowners 

can sell power 
back into 
the grid 

NEM 3.0  
further 

incentivizes
the sale of  

solar 
backup 
batteries

Enphase offers 
leading IQ3 

battery that has 
overtaken Tesla 
Powerwall on the 
backup battery 

market
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Macroeconomic Influence
U.S. Strategic Petroleum Reserve OPEC Influence on Oil Prices

Historical Price Returns Oil Price Forecasts
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Russia announced 
a voluntary 

production cut
of  500,000 barrels 
produced per day 

in March.

OPEC’s large market share allows them to influence global prices.

OPEC does not 
plan to change 
course in its oil 

production 
targets following 

the news.

Oil executives 
warn of  

higher oil
prices now 

that OPEC is 
in control.

Lowest levels since 1984

60

70

80

90

100

110

120

C
ru

de
 O

il 
P

ric
es

 p
er

 B
ar

re
l

2023 Average Price $83.94
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Recessionary Resistance
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Recessionary Impact on Renewable Energy Major Tailwinds Drive Growth

Innovation and Progress Continues Better Financing During Recessions
Renewable energy projects highly depend on low borrowing costs for profitability. Built their own plants by leaning on multiple contract manufactures 

to minimize long-term fixed costs and prevent disruptions

Designed more reliable microinverters that provide backup power 
to maintain competitive edge in crowded industry

Rising demand for solar left Enphase with backlog of  orders, 
allowing them to give priority to regions with higher demand
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Cost of  Renewable Energy is Coming Down 

Fossil Fuel Costs are Rising in the Long Term

Political Desire to Increase Renewable Energy Production

EVs Continue to Drive Demand and Flexibility
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Valuation & Risks
Forecast
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Case Overview

Bear Case Base Case Bull Case

• Prices increase for key material 
components 

• Rising interest rates and higher 
inflation will erode purchasing 
power and reduce demand

• Demand for solar energy solutions 
do not grow fast enough

• Resistance during the recessionary 
period will beat all estimates

• Interest rates will fall to allow 
for better financing

• Batteries have an uptick in sales 
rebounding from latest decrease 

$336

$268

$192

$100.00 $150.00 $200.00 $250.00 $300.00 $350.00

2024 P/E

TTM P/E

2024 EV/EBIT

2024 EV/EBITDA

TTM EV/EBITDA

DCF Multiples

52 Week Range

Football Field

• European market share continues 
to increase with recent 
partnerships and acquisitions 

• Political desires to increase
renewable energy production will 
drive growth for Enphase

$268$224
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Summary

Buy:
$224

Target:
$268

Upside:
20%
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Appendix A: Income Statement 
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Appendix B: Income Statement 2
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Appendix C: Balance Sheet 1
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Appendix D: Balance Sheet 2
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Appendix E: Cash Flow Statement
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Appendix F: Cash Flow Statement 2
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Appendix G: Cash Flow Statement 3
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Appendix H: Net Working Capital 
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Appendix I: Revenue Build
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Appendix J: WACC & Beta
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Appendix K: Discounted Cash Flow

WACC

274.99521 11.48% 12.48% 13.48% 14.48% 15.48%
31.51x 320.35 305.52 291.51 278.27 265.74
30.51x 311.24 296.85 283.25 270.40 258.24

2023 EV/EBITDA 29.51x 302.14 288.18 275.00 262.53 250.74
28.51x 293.03 279.51 266.74 254.66 243.24
27.51x 283.92 270.84 258.48 246.79 235.74
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Appendix L: Comps
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Appendix M: Inflation Reduction Act

Qualified Expenses
Qualified expenses include the costs of  new clean energy 
property including:
•Solar electric panels
•Solar water heaters
•Wind turbines
•Geothermal heat pumps
•Fuel cells
•Battery storage technology (beginning in 2023)

https://www.irs.gov/credits-deductions/residential-
clean-energy-credit

https://www.irs.gov/credits-deductions/home-
energy-tax-credits

https://www.irs.gov/credits-deductions/energy-
efficient-home-improvement-credit

“The Inflation Reduction Act of  2022 will extend the ITC for 10 years while reinstating a 
30% tax rebate on the total cost of  a solar installation. The solar ITC can be redeemed by the 
owner of  a clean energy system on a residential or commercial property.” - Enphase

It also created a tax credit specifically for domestically produced microinverters at 11 cents 
per watt (AC) of  microinverter capacity (Enphase Microinverters are 360 Watts)
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Appendix N: Micro Inverter Image
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Appendix O: Enphase Home System
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Appendix P: Valuation Weighting
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Appendix Q: Market Returns
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Late July 2022 – Early August 2022
Enphase reported Q2 earnings that were above Wall Street 
expectations, thanks in part to growing business in Europe. 
They also increased their microinverter shipment by 18%.

Late October 2022 – Early November 2022
Demand was strong in their markets worldwide, 
specifically North America and Europe. Revenue increased 
70% in Q3, compared to Q2, as countries in the region are 
accelerating efforts to address rising energy prices and 
reliance on fossil fuel. They also closed their acquisition of  
GreenCom Networks. 

Late December 2022 – Early January 2023
Decline is likely attributed to declining oil/gas prices and 
supply glut. There is also slower battery shipment and 
revenue growth. Banks said that Enphase was priced at 
perfection. There was an overreaction due to the poor 
guidance with a drop in battery sales. 
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Appendix R: NEM 3.0 Calculation

$0.08/kWh

9 Years

8-10 Years

NEM 3.0

$15

~75% decrease in average energy credit

After April 14, 2023

Locked in benefits decreased by 11 years

Double the payback time (ROI)

Increased monthly fixed charges
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Appendix S: Bear Base Bull
Bear Base

Analyst Biju Perincheril downgraded Enphase stock (ticker: ENPH) to Neutral from 
Positive, but increased his 12-month price target to $365 from $310 on Thursday.
The analyst noted higher solar-installation forecasts in the U.S., and strong potential for 
international growth for the sector, but he downgraded Enphase stock “given its relatively 
rich valuation.” Perincheril added, “Enphase’s execution has been nearly flawless, but we 
also feel the stock is now priced for near perfection.”

Bull

2024 EV/EBITDA: 39.5x
PT: $336

2024 EV/EBITDA: 31.5x
PT: $268

2024 EV/EBITDA: 22.5x
PT: $192



U
til

iti
es

 &
 R

en
ew

ab
le

s 
Se

ct
or

| 
E

np
ha

se
 E

ne
rg

y

Appendix T: Debt Maturity
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Appendix U: Segment Growth
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