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SolarEdge (NASDAQ: SEDG) 

Current Price: $70.44 Target Price: $99.94 Implied Upside: 42% 

Utilities & Renewables Sector
Sector Head: Ethan Agro

Lead Analyst: Andino Caminiti
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Company Profile

Business Segments 5-Year Performance

Inverters

Optimizers

Residential batteries

e-Mobility 
components and 

telematics

Communication
Others

Description Key Information 

Israeli manufacturer of  solar energy technology

Flagship product is DC to AC solar inverter

Expanding heavily into other solar niches

Current Share Price $70.44

P/E Ratio 19.04x

52-Week Range $345.80-$63.25

Market Cap $4.09 Billion

Enterprise Value $3.93 Billion
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Industry Overview
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US Solar Inverter Market Share Invesco Solar ETF vs. SPY

Average Cost of  Energy Sources

55%40%

5%

Enphase Solaredge Other

SolarEdge operates 
in a quasi-duopoly 

in the US solar 
inverter market with 

its principal rival, 
Enphase

US Solar Photovoltaic Installations
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Investment Thesis

• SEDG is down 77% over 
the past year and 81% from 
its all time high. 
Additionally, its P/E ratio is 
at a near 5-year low and 
other key ratios are lower 
than peers

Attractive Valuation

• With US-China relations at a 
near all-time low, SEDG is 
uniquely positioned as a 
company that manufactures 
products in neutral countries

Worsening 
Geopolitical 

Situation • Despite the IRA passing in 
2022, many benefits are yet 
to be realized as consumers 
wait for a softer borrowing 
environment to take 
advantage of  its provisions

IRA Not Fully Priced 
In
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December 14th, 2023: 
SEDG jumps 26% 
after Fed Chair Powell 
announces dovish 
outlook for 2024 at 
December Fed 
meeting, including 
three 25-basis-point 
rate cuts.

Attractive Valuation
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A

B
C

August 2nd, 2023: 
SEDG falls nearly 
20% and has $2.5 
billion wiped off  its 
market cap after 
revising Q3 earnings 
forecasts downwards 
by $100 million.

A B C

October 18th, 2023: 
SEDG falls over 30% 
in one trading day after 
again slashing outlook 
for Q3 earnings. 
SEDG has now lost $9 
billion of  its $12 billion 
market cap since 
August 2nd.

D

January 8th, 2024: 
SEDG trades down 
by 30% as discrepancy 
between CPI, jobs, 
and GDP reports 
leads to uncertainty 
surrounding Fed 
policy for 2024. 

D
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Attractive Valuation

Easing Supply Chains 
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Lowest P/E ratio in nearly 5 years

Historical P/E Ratio

P/E Ratio

• SEDG: 
19.04x

• Comps avg: 
25.46x

EV/EBIT

• SEDG: 
14.47x

• Comps avg: 
18.71x

EV/EBITDA

• SEDG: 
12.06x

• Comps avg: 
14.20x

SEDG vs Comps Average

Capacity Expansion:
SEDG has mitigated the ongoing chip shortage by securing capacity with 

key suppliers and investing in its own manufacturing facilities

Improvement in shipping:
As global supply chains have eased through lessening port congestion and 

shortened shipping delays, SEDG’s margins have increased from 2022
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Worsening Geopolitical Situation

US-China Trade War SolarEdge vs Enphase Manufacturing Locations

US

• Has imposed a 25% tariff  on 
Chinese-made inverters since 
2012

• IRA provided substantial 
incentives for domestic solar 
production, harming Chinese-
made products

China

• Has harsh regulatory 
procedures and lengthy 
customs clearance processes 
for some US-made solar 
products

• Also provides subsidies and 
incentives to domestic 
manufacturers

International Concern over Chinese-Made Batteries Growth of  Residential Battery Segment ($k)
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“…The European 
energy ecosystem could 
have a dependency on 

China by 2030 of  a 
different nature, but 

with a similar severity, 
from the one it had on 

Russia before the 
invasion of  Ukraine.” 

– EU Memo, 2023 

In late 2023, the Biden 
Administration 

announced plans to bar 
Chinese makers of  EV 
batteries from receiving 
IRA tax credits for US 

EV sales, naming China 
a “Foreign Entity Of  

Concern" 
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IRA Not Fully Priced In

IRA Solar Provisions 

Solar Investment 
Tax Credit Solar For All Grant AMPC

• Extended to 2032
• Increased from 22% 

to 32%
• Eligibility expanded 

to include energy 
storage devices, like 
batteries

• $7 billion 
competitive grant 
allotted for solar 
projects in low-
income and 
disadvantaged areas 

• The Advanced 
Manufacturing 
Production Credit is 
a new tax credit that 
incentivizes 
domestic solar 
production 
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Passage of 
the IRA

Current Fed Tightening Cycle Timeline

Solar Installation Slowdown

2023
Average solar loan interest 

rate: 5.23%
YoY solar installation growth 

rate: 23%

2022

Average solar loan interest 
rate: 4.27%

YoY solar installation growth 
rate: 43%

Growth of  Tax Credit Market

Sales of  unused 
renewable tax 

credits estimated 
to be a $7-$9 

Billion market

US-Based solar 
company First 
Solar recently 

sold $700 
Million worth of  

credits
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Valuation

Football Field Analysis Weighting

Sensitivity Tables

Current Price: 
$70.44

Target Price: 
$99.94

LTM EV/EBITDA, 
6% FWD EV/EBITDA, 

11%

LTM EV/EBIT, 6%

FWD EV/EBIT, 
11%

LTM P/E, 6%

FWD P/E, 11%Gordon Growth, 
12.5%

Multiples Method, 
37.5%
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Risks and Mitigants

10

Demand uncertainty and inventory 
pileups continue to weigh on SEDG’s 

top line

Once borrowing costs decrease 
beginning in 2024, demand will pick 
up – especially when matched with 

full realization of  the IRA

Risks Mitigants

Key inflation metrics like the PCE, the 
CPI, and jobs reports read 

unfavorably, opening possibility of  
further hawkish Fed policy    

With the Fed all but confirming three 
rate cuts in 2024 and the markets 

pricing in 150 bips of  rate cuts this 
year, it is unlikely rates stay high

The US enters a recession as a result 
of  weakening consumer spending or a 

harsh correction in the housing 
market 

The odds of  a recession are low and 
with rate cuts inevitable, consumer 
spending and the housing market 
should remain strong from a more 
favorable borrowing environment
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Conclusion

Thank You 
Questions?

Current Price: $70.44 Target Price: $99.94 Implied Upside: 42% 
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Appendix A: Income Statement 
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Appendix B: Income Statement (Bull) 
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Appendix C: Income Statement (Bear) 
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Appendix D: Revenue Build
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Appendix E: Revenue Build (Bull)
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Appendix F: Revenue Build (Bear)
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Appendix G: Balance Sheet
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Appendix H: Cash Flow Statement
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Appendix I: Net Working Capital
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Appendix J: Cost of  Equity & Beta
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Appendix K: DCF
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Appendix L: DCF (Bull)
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Appendix M: DCF (Bear)
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Appendix N: Comps 
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Appendix O: Comps (2)
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Appendix P: Comps (3)
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Appendix Q: Comps (4)
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Appendix R: Solar Inverter
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Appendix S: Solar Optimizer
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