
 

30 October 2017 Ellomay Capital is a renewable power asset owner, operator and developer. 
Currently, most of its operating cash flows come from 30.5MW of solar 
power plants in Italy and Spain (at a cash yield of 10% pa). A 9.375% stake 
in the gas-fired Dorad Power Plant in Israel also contributes to EBIT. The 
company has just completed the acquisition of a 9MW solar plant in Israel 
in October 2017. In 2018, management seeks to generate additional 
revenue streams with the completion of two waste-to-energy plants in the 
Netherlands. Our updated fair value per share of $11.3 takes into account 
existing and new revenue streams, a higher level of leverage required to 
fund its growth and a 20% discount due to the limited free float.  

Year end 
Revenue 

($m) 
PBT* 
($m) 

EPS* 
($) 

DPS 
($) 

P/E 
(x) 

Yield 
(%) 

12/15 13.82 5.34 0.68 0.00 11.4 N/A 
12/16 12.87 (0.55) (0.11) 0.23 N/A 3.0 
12/17e 14.50 (0.36) (0.13) 0.00 N/A N/A 
12/18e 23.46 4.45 0.31 0.00 25.0 N/A 
Note: *PBT and EPS are normalised, excluding amortisation of acquired intangibles, 
exceptional items and share-based payments. Normalised EPS and PBT include hedging 
related gains/(losses). 

Solar in Israel and waste-to-energy in the Netherlands 
as new revenue sources from 2018 
Ellomay is currently focusing on reinvesting capital in asset growth. Management 
has just completed (October 2017) the acquisition of an operating 9MW 
photovoltaic plant in Talmei Yosef, Israel (which generates revenues of $4.5m pa). 
Ellomay is also aiming to complete the construction of two waste-to-energy plants 
in the Netherlands to generate annual revenue of €6.9m. These projects will be 
accretive to Ellomay’s bottom line. We have increased our 2018 revenue estimate 
by 55% y-o-y to reflect these new revenue streams (vs. the previous estimate).  

H117 net losses up due to higher financing expenses 
H117 revenues were approximately $7.3m, up 13% y-o-y, as a result of higher spot 
electricity rates and better sunlight hours in Italy and Spain. However, the net loss 
was c $5.2m in H117, more than 3x the H116 level, primarily due to higher finance 
expenses of $5.5m (up 117% y-o-y), which included $1.7m hedging losses and 
$2.3m forex losses. To fund project development and asset acquisitions, the 
company’s net debt increased to $55m from $34m in FY16. Despite higher revenue 
estimates, we revise our FY17 and FY18 profit forecasts downwards to reflect 
higher financing costs.  

Valuation: Sum-of-the-parts of $11.3 per share 
We derive our fair value of $11.3/share (vs $10.9 before) based on discounting the 
cash flows from both operating and new assets, and deducting our FY18 net debt 
estimate. We use the book value to evaluate the early-stage pipelines (eg 300MW 
solar in Spain and 340MW pumped storage hydro in Israel). We assign a discount 
of 20% to reflect the company’s relatively low free float and trading volumes.  

Ellomay Capital H117 results and outlook 
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Investment summary 

Company description: Renewable asset owner, operator and 
developer 
Ellomay is an owner, operator and developer of renewable power generation assets. It is active in 
Israel and developed European markets such as Italy, Spain and the Netherlands. Management is 
currently focusing on reinvesting the cash generated by its solar plants in Italy and Spain to grow 
assets and maintain the yields.  

Valuation: Upside from new revenue streams not priced in 
We use a sum-of-the-parts method to derive a fair value for Ellomay of $11.3/share, after applying a 
valuation discount of 20% to reflect its 31.7% free float and limited trading volumes. We use DCF 
models to value its 30.5MW operating solar power plants in Italy and Spain, 9.375% stake in the 
Dorad Power Plant, the recently acquired 9MW Talmei Yosef solar project in Israel and the waste-
to-energy (WtE) project in Goor and Oude-Tonge scheduled to be operational in Q417 and Q218, 
respectively. We use book value for its early-stage pipeline. We forecast Ellomay’s net debt to 
increase from $55m in H117 to $89m in FY18, mainly to reflect the $23m net debt of the Talmei 
Yosef project once consolidated into Ellomay. Its current market cap of $83m is only $3m higher 
than the adjusted book value of its projects (acquisition value of existing operating assets of $135m 
less net debt of $55m in H117). Our SOTP valuation suggests the market does not fully factor in the 
upside from the announced acquisition of a 9MW solar plant in Talmei Yosef, Israel (deal closed in 
October 2017) or the scheduled completion of the two WtE plants in the Netherlands. The Talmei 
Yosef plant is expected to bring in revenues of $4.5m and the WtE plants revenues of €6.9m pa.  

Financials: In pursuit of a growth engine 
Assuming no further regulatory interventions from the Italian or Spanish governments on solar 
subsidies of operating projects, Ellomay should be able to continue to enjoy stable cash flows (at 
$10m pa) and profits from its solar plants (an EBITDA margin of 79-84% in 2013-16). At this 
juncture, management is focusing on asset acquisitions and project developments to create new 
sources of revenues/profits. Leverage has gone up as a result (net debt to equity ratio up from 41% 
in H216 to 61% in H117). Net loss was c $5.2m in H117, more than 3x the H116 level, primarily due 
to higher finance expenses of $5.5m (up 117% y-o-y), which included $1.7m of hedging and $2.3m 
of forex losses. We have increased our revenue estimates for FY18 to take into account new 
revenue streams; however, higher debt and the financing expenses associated with hedging and 
forex losses in H117 have brought our normalised EPS estimates from $0.26 to $-0.13 for 2017e. 

Sensitivities: Operational risks for international project owners 
Investors in Ellomay should take heed of the following risk factors:  

 Regulatory issues: utility projects attract government-regulated tariffs, and hence assume 
regulatory risks. For example, Ellomay has been subject to regulatory interference with subsidy 
cuts on its Spanish and Italian solar assets in 2013/14. 

 Currency issues: Ellomay’s functional currency is the euro, but it reports in US dollars for its 
NYSE listing. The company operates and issues debentures in Israel. To simplify the 
translation issues, management may change the reporting currency to euros in 2018. 

 Technical issues: Ellomay’s free float is 31.7%. Combined with its limited trading volumes, this 
may be a prohibitive factor for institutional investors. This risk is specific to Ellomay for now, but 
might improve when the company expands the size of its operating assets (and subsequent 
market capitalisation).  
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Strategy: Reinvesting in asset growth  

Ellomay owns solar photovoltaic (PV) power plants in Spain and Italy and is developing new 
projects with similar characteristics – regulated, capital-intense, long-term projects – in Europe and 
Israel. Currently, its operating assets comprise photovoltaic plants: c 22.6MW in Italy and 7.9MW in 
Spain. Meanwhile, the company has a 9.375% indirect interest in the Dorad Power Plant, a bi-fuel 
combined cycle power plant that supplies 6% of electricity consumption in Israel. Management is 
currently focusing on reinvesting the $10 of operating cash flows generated pa (at a 10% cash 
yield) from its solar plants in Italy and Spain to grow assets and maintain the yields.  

New projects include the acquisition of an operating 9MW solar power plant in Talmei Yosef, Israel, 
in October 2017, and the completion of two WtE projects in the Netherlands: the Goor plant in Q417 
and the Oude-Tonge plant in Q218. The early-stage project pipeline includes a 340MW pumped 
storage hydro plant in Manara, Israel, and a 300MW photovoltaic project in Talaván, near Cáceres, 
in the southern region of Extremadura, Spain. 

Bread and butter: Operating solar plants in Italy and Spain  
Assuming no further regulatory interventions from the Italian or Spanish governments on solar 
subsidies of operating projects, Ellomay should be able to continue to enjoy stable cash flows 
(approx. $10m per year) and an EBITDA margin of 79-84% (in 2013-16) from its 22.6MW 
photovoltaic plants in Italy and 7.9MW in Spain. The 10% cash yield from these plants is the source 
of internal funding for asset acquisitions and project developments.  

Exhibit 1: Growth in solar portfolios in Italy & Spain Exhibit 2: Revenue from solar projects in Italy & Spain 

  
Source: Ellomay; Edison Investment Research  Source: Ellomay; Edison Investment Research 

Currently, the operating photovoltaic plants in Italy and Spain account for almost 100% of Ellomay’s 
revenue and substantial operating cash inflows. Typically, the 22.6MW solar power plant in Italy 
generates €10m and the 7.9MW plant in Spain has €2m in annual revenues. We estimate that 86% 
of Ellomay’s revenues in Italy and 77% of its revenues in Spain are regulated. In each country, the 
company has minimal exposure to spot prices.  
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Exhibit 3: Italian/Spanish solar per KWh revenue split Exhibit 4: EBITDA from PV plants 

  
Source: Ellomay; Edison Investment Research  Source: Ellomay; Edison Investment Research  

These solar power plants account for approximately 55% of Ellomay’s project asset value on its 
balance sheet. Out of its H117 net debt of approximately $55m, $17.5m is the outstanding debt for 
these plants (including the combined 5.6MW in Spain acquired in 2014, shown in the table below). 
We estimate maintenance capex for Ellomay’s operating solar in Italy and Spain to be minimal. 

Exhibit 5: Operating solar plants in Italy and Spain 
Project Capacity 

(KW) 
Acquisition  

year 
Acquisition price 

(€/watt) 
Connection  

year 
Location 

Del Bianco 734 2010 2.9 2011 Marche, Italy 
Costantini 734 2010 2.9 2011 Marche, Italy 
Giacche 730 2010 3.8 2011 Marche, Italy 
Massaccesi 749 2010 3.8 2011 Marche, Italy 
Troia 8 996 2010 3.5 2011 Puglia, Italy 
Troia 9 996 2010 3.5 2011 Puglia, Italy 
Galatina 999 2011 3.9 2011 Puglia, Italy 
Pedale 2,994 2011 3.95 2011 Puglia, Italy 
D'angella 931 2011 3.25 2011 Puglia, Italy 
Acquafresca 948 2011 3.25 2011 Puglia, Italy 
Soleco 5,924 2013 2.0 2011 Veneto, Italy 
Tecnoenergy 5,900 2013 2.0 2011 Veneto, Italy 
Rodriguez 1 1,675  2014 1.55 2011 Murcia, Spain 
Rodriguez 2 2,690  2014 1.78 2011 Murcia, Spain 
Fuente Librilla 1,248  2014 1.68 2011 Murcia, Spain 
Rinconada II 2,275  2012 2.40 2010 Murcia, Spain 
Source: Ellomay; Edison Investment Research 

Growth engine: Asset acquisition and project development 
For 2018, management is aiming to create new revenue streams with the completed acquisition of 
a 9MW solar plant in Talmei Yosef, Israel, in October 2017 and the completion of two WtE plants in 
the Netherlands. The Goor project is scheduled to come online in Q417 and the Oude-Tonge 
project possibly in Q218. The early-stage project pipeline includes a 340MW pumped storage hydro 
plant in Manara, Israel, and a 300MW photovoltaic project in Talaván, near Cáceres, in the southern 
region of Extremadura, Spain. 

Exhibit 6: New revenue opportunities 
Project Technology Capacity  Status Country  Annual revenue potential 
Talmei Yosef  Photovoltaic  9MW Operational Israel  $4.5m  
Oude-Tonge  Anaerobic digestion  475Nm3/h Under construction Netherlands  €3.4m 
Goor  Anaerobic digestion  375Nm3/h Under construction Netherlands   €3.5m 
Waste-to-energy Waste-to-energy TBD Early stage Netherlands   TBD 
Talaván  Photovoltaic  300MW Early stage Spain  €25m 
Manara  Pumped storage 340MW Early stage Israel  TBD 
Source: Ellomay; Edison Investment Research  
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9MW photovoltaic plant in Talmei Yosef, Israel 
In June 2017 Ellomay announced its intended acquisition of 100% equity in a 9MW photovoltaic 
plant in Talmei Yosef, Israel, from Solegreen (TASE: SLGN) for a purchase price of NIS39m 
(approximately $11m). Management expects that the consolidation of this solar plant will increase 
net debt by approximately NIS80m (or $23m) in the consolidated balance sheet. In other words, the 
enterprise value of this plant is approximately $3.8/watt when both the equity value of $11m and net 
debt of $23m assumed by Ellomay are both taken into account.  

The Talmei Yosef plant is currently under a 20-year power purchase agreement (which commenced 
in November 2013) with the Israeli Electric Company (the grid operator and the major electricity 
producer in Israel). The tariff currently applicable to the Talmei Yosef plant is NIS0.9857 (c $0.278) 
per kWh and the tariff is adjusted each year based on changes to the Israeli Consumer Price Index. 
The plant was constructed by Belectric with thin-film modules from First Solar, and these modules 
have a better performance at high temperatures compared with mainstream crystalline modules. 
Ellomay forecasts this plant to generate annual revenue of c NIS16m ($4.5m) and a net income of 
NIS4.5m ($1.3m).  

The accounting treatment of this plant is based on IFRIC 12 (Service Concession Arrangements). 
On acquisition, this project will be included in the consolidated financial statement as a financial 
asset based on the present value of expected revenues under the service concession agreement. 
The financial asset classified as a receivable that will be gradually reduced over the contract period 
as revenues are received 

Waste-to-energy projects in the Netherlands  
In July 2016, Ellomay entered into a strategic alliance with Ludan Engineering Group (a publicly 
listed company in Israel) for the development of WtE projects in the Netherlands. Since 2011, the 
Ludan Group has constructed more than a dozen biogas power plants, mainly in Spain and the 
Netherlands. The expected overall cost of the pipeline projects under this co-operation framework, 
if all are realised, is €200m (including project financing). 

According to the agreement, Ellomay will take up at least 51% in each project company and Ludan 
will hold the remaining stake. Ludan will also act as the engineering, procurement and construction 
(EPC) and operation and management (O&M) contractor of the projects (except for the first 
gasification project). Each project is expected to have an operational period of approximately 12 
years under a 12-year SDE subsidy structure with the Dutch government. (SDE stands for 
Stimulering Duurzame Energieproductie in Dutch, meaning Encouraging Sustainable Energy 
Production.) Currently, two project companies have been set up: Groen Gas Goor B.V. and Groen 
Gas Oude-Tonge B.V., for the development of anaerobic digestion plants with a green gas 
production capacity of approximately 375Nm3/h in Goor and 475Nm3/h in Oude-Tonge, respectively.  

The Goor project is targeting construction to be completed in Q417 and the Oude-Tonge project is 
scheduled to come online in Q218. Ellomay expects the Goor project to generate c €3.5m and the 
Oude-Tonge project to generate approximately €3.4m in annual revenues respectively, mainly from 
the subsidies granted for the sale of biogas to the grid, and the net income is likely to be in the 
range of €0.8-1.0m per annum for each project. The capex for the Goor project is approximately 
€10m, funded in part with a €5.6m loan facility by Rabobank. The expected overall capex of the 
Oude-Tonge project, approximately €8.5m, has been funded in part with c €5m loan facilities 
provided also by Rabobank. Ellomay management aims to achieve 7% unlevered IRR and 13% 
levered IRR during the 12-year contract period with the government for this plant.  
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Manara Project, Israel: Pumped storage hydro power plant under 
development 
The Manara Project is a pumped storage hydroelectric generation project in Israel, with an intended 
capacity of 340MW and the construction period likely to span over a time horizon of six years. 
Ellomay has a 75% interest in the project; the remaining 25% is owned by Sheva Mizrakot, a 
private company in Israel. The project company Ellomay Pumped Storage (2014) received a 
conditional licence in August 2016, valid for 72 months, from the Israeli minister of national 
infrastructures, energy and water resources. Management indicates that this project is still in an 
early stage and hence the revenue potential and required capex are not factored into our forecasts.  

Hydro pumped storage enables the integration of new renewable and intermittent energies to the 
grid. In Israel, where solar energy is booming, hydro pumped storage plants are critical to securing 
the stability of the grid. The current quota determined by the Israeli Electricity Authority for pumped 
storage projects in Israel is 800MW. In the event these or other projects hit the milestones before 
Ellomay, it may have adverse effects on the intended capacity or realisation of the Manara project. 
Although there were discussions concerning the increase of the quota to above 1,000MW, there 
can be no assurance as to whether and when the increase will be authorised.  

In January 2017, the Israeli High Court of Justice dismissed a petition filed by Ellomay against the 
minister, the Israeli Electricity Authority and the Kochav Hayarden pumped storage project in 
Gilboa. The petition was filed in connection with the decision of the Israeli Electricity Authority to 
extend the financial closing milestone deadline of the Kochav Hayarden project, which received a 
conditional licence for a pumped storage plant with a capacity of 340MW in 2014. In March 2017, a 
new petition was filed by Ellomay. In August 2017, GE Renewable Energy was awarded the 
contract to construct the 344 MW Kochav Hayarden project in Israel. The project is expected to 
take 4.5 years, involves the construction of two reservoirs, and is expected to be commissioned in 
2021. If the Israeli government does not extend additional quotas for pumped storage and other 
projects get completed before Ellomay, the Manara Project may not materialise.  

Talaván Project: 300MW solar pipeline in Spain  
In April 2017, Ellomay Capital purchased the entire share capital of a Spanish company, Talasol 
Solar S.L., for €10m, for the development of 300MW of solar pipelines in Talaván, near Cáceres, in 
the southern region of Extremadura, Spain. The project capex (including development costs and 
interests) is expected to be €225-255m. The business case assumes annual revenue of €25m and 
operating expenses of €6m. Management indicates that this project is still in an early stage and 
hence the revenue potential and required capex are not factored into our forecasts.  

Dorad: A minority stake in a national asset   
Ellomay indirectly owns a 9.375% stake in Dorad Power Plant, a combined cycle power plant based 
on natural gas with a production capacity of ~850MW, located south of Ashkelon, Israel. Dorad 
Power Plant supplies 6% of Israel's total electricity demand, primarily to commercial customers. The 
Dorad Power Plant commenced commercial operations in May 2014. It is located on the premises 
of an affiliate of Eilat-Ashkelon Infrastructure Service (which owns 37.5% of Dorad).  

Ellomay’s 9.375% stake generated profits of $2.4m and $1.5m in 2015 and 2016, respectively. 
However, the typically low season in Q217 combined with higher financing expenses (up 31% y-o-
y) have contributed to Dorad’s net losses of NIS36m during Q2. Ellomay’s share of net loss from 
Dorad Power Plant was $0.1m in H117 (vs a profit of $0.3m in H116).  
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Exhibit 7: Ownership structure of Dorad Power Plant 
 

Exhibit 8: Dorad Power Plant’s revenue and gross 
margin 

  
Source: Ellomay Source: Ellomay 

Ellomay’s 9.375% stake in the Dorad plant is via its 50% ownership of Dori Energy, which holds 
18.75% of the Dorad plant. Dori Energy is jointly controlled by Ellomay and Luzon Group (a publicly 
listed company in Israel). Dori Energy’s representative on Dorad’s board of directors is currently Mr 
Hemi Raphael, who also sits on Ellomay’s board. The operating data for Dorad at plant level and 
specific details on cash paid to Ellomay via Dori Energy are limited. The contribution from Dorad to 
Ellomay’s P&L from Dori Energy consists of two components: (1) the share of Dori Energy’s net 
income; and (2) the interests of the loans Ellomay extends to Dori Energy, which in turns extends 
loans to Dorad. (It is worth noting that Dorad borrows from other shareholders as well.) Ellomay’s 
50% stake in Dori Energy accounts for 100% of Ellomay’s total profits from equity method 
investments.  

Since April 2015, Dori Energy (as 18.75% shareholder of Dorad Power Plant) has been engaging in 
litigations against Dorad’s other shareholders, Edelcom, Eilat-Ashkelon Infrastructure Service, and 
Zorlu Enerji Elektrik Uretim regarding the EPC and O&M contracts. Dorad previously entered into 
an O&M agreement with a wholly-owned subsidiary of Eilat Ashkelon Infrastructure Services (which 
holds 37.5% of Dorad). Some obligations under the O&M agreement were assigned to Zorlu Enerji 
Elektrik Uretim AS (which holds 25% of Dorad). In 2013, the Dorad O&M contractor entered into an 
agreement with Ezom (25% owned by Zorlu and 75% owned by Edelcom, which holds 18.75% of 
Dorad).  

Management 

Chairman Shlomo Nehama and the Kanir Partnership (controlled by Director/CEO Ran Fridrich and 
Director Hemi Raphael) hold an aggregate of 68.3% of Ellomay. Senior management comes from a 
background in banking and asset management. Ellomay directly employs 10 employees, all except 
one being domiciled in Israel.  

 Chairman Shlomo Nehama: Mr Nehama holds 37.6% of Ellomay. He served as chairman of 
Bank Hapoalim in Israel in 1998-2007. During his tenure in the bank, he oversaw the bank’s 
expansion, with its balance sheet up by over 50%. A graduate of Technion Institute of 
Technology in Haifa, Mr Nehama has also received an honorary doctorate for his contribution to 
the Israeli economy. 

 Director/CEO Ran Fridrich: Mr Fridrich is a seasoned finance professional and entrepreneur. 
He co-founded the Oristan Group in 2004, managed the Crystal Funds programme of CDO 
(collateralised debt obligations) funds and ran his own investment advisory business. 
Previously, Mr Fridrich served as the general manager of two packaging companies. He is a 
graduate of the Senior Executive Program at Tel Aviv University. 
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 Director Hemi Raphael: Mr Raphael started his career as a lawyer and later moved into real 
estate and finance. He is Ellomay’s representative on the board of Dorad and has sat on the 
board of Cargal, a packaging company. Mr Raphael has an LLB from the School of Law at the 
Hebrew University of Jerusalem and is a member of the Israeli and California bar associations. 

 CFO Kalia Weintraub: Ms Weintraub joined Ellomay in 2007 as corporate controller, and is 
responsible for all treasury and finance functions at the group. Before this, Ms Weintraub 
worked in the high-tech practice of Israeli accounting firm Kost Forer Gabbay and Kasierer. She 
holds a bachelor’s degree in economics and accounting and an MBA from Tel Aviv University. 
She is a licensed Certified Public Accountant (CPA) in Israel. 

 CIO Ori Rosenzweig: Mr Rosenzweig joined Ellomay in 2014. Previously he was the head of 
cash management at Bank Leumi Le-Israel B.M. and had roles at AFI Investments and GSE 
Financial Consulting. He has an MBA from Tel Aviv University and a BA in business and 
international relations from the Hebrew University.  

Sensitivities 

Investors in Ellomay should take heed of the risk factors typically seen among project owners and 
developers:  

 Regulatory issues: Utility projects attract government-regulated tariffs and hence regulatory 
risks are inherent in this business. For instance, the Israeli Public Utility Authority considered a 
reduction of electricity tariffs sold by power plants by approximately 8% in 2016, before its final 
decision in December 2016 to lower the tariffs by 0.45%. The next review is scheduled for 
December 2017. Dorad also experienced a 6.8% tariff reduction in 2015.  

 Technical issues: Ellomay’s free float is 31.7%. Combined with its market capitalisation, this 
may be a prohibitive factor for institutional investors. In addition, as a result of this 
concentration of control, Ellomay is deemed a “controlled company” for the purposes of NYSE 
American rules and as such it is not subject to certain NYSE American corporate governance 
rules. 

 Litigation issues: Since April 2015, Dori Energy (as 18.75% shareholder of Dorad Power Plant) 
has been engaging in litigations against Dorad’s other shareholders, Edelcom, Eilat-Ashkelon 
Infrastructure Service, and Zorlu Enerji Elektrik Uretim, regarding the EPC and O&M contracts. 
Dori Energy is jointly controlled by Ellomay and Luzon Group (a publicly listed company in 
Israel).  

 Currency issues: Ellomay’s investments in the Italian and Spanish photovoltaic plants and 
waste-to-energy project pipelines in the Netherlands are denominated in euros, and hence the 
relevant borrowings are based on Euribor rates. Meanwhile, the company’s issued debentures 
are denominated in Israeli shekels and the functional currency for its NYSE-listing is the US 
dollar. For instance, Ellomay reported a loss of approximately $1.7m in H117 due to the re-
evaluation of its €/US$ forward transactions and interest rate swaps. 

 Security issues: Dorad Power Plant is located in Ashkelon, a town in the southern part of Israel, 
in proximity to the Gaza Strip. The location is within range of missile strikes from the Gaza 
Strip. In recent years, there has been an escalation in violence and missile attacks from the 
Gaza Strip, including a 50-day period in July and August of 2014 in which more than 4,500 
missiles, rockets and mortar shells were fired from the Gaza Strip to Southern and Central 
Israel.  
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Valuation 

We use a sum-of-the-parts method to derive a fair value of Ellomay of $11.3/share (from 
$10.9/share before), after applying a discount of 20% to reflect its 31.7% free float and limited 
trading volumes. We use a DCF model to value its 30.6MW operating solar farms in Italy and 
Spain, its 9.375% stake in Dorad Power Plant, recently acquired 9MW solar in Israel and the two 
WtE project in the Netherlands scheduled to come online in Q417 and Q218, respectively. We use 
book value for its early stage pipelines (ie 340MW pumped storage hydro plant in Manara, Israel, 
and a 300MW photovoltaic project in Talaván, Extremadura, Spain). We forecast Ellomay’s net debt 
to increase from $55m in H117 to $89m in H218, taking into account $23m net debt from the solar 
project in Talmei Yosef, Israel and assuming management will continue to invest in new projects. 

In the absence of the asset value for Ellomay’s different segments, our previous valuation was 
based on a blend of DCF, EV/EBITDA multiple and per KW installed capacity. Given that the 
company has disclosed the book value of different operating assets in different geographies, and 
the addition of non-solar assets, we derive our fair value by constructing DCF models for different 
types of assets (solar and waste-to-energy). We think that a comparison of our DCF valuations and 
the asset value can best crystallise the upside to Ellomay’s share price. 

Exhibit 9: Sum-of-the-parts valuation  
Revenue/profit components Value/share ($) Methodology 
22.6MW in Italy 8.92 DCF valuation based on a WACC of 5.2%; EBIT forecasts until 2031 when 

subsidies run out; a terminal growth of -6% to reflect solar system degradation 
and the need to compete in the spot market post subsidies; EV per watt 
estimated to be $4.22 (vs $3.47 acquisition value) 

7.9MW in Spain 2.60 DCF valuation based on a WACC of 5.5%; WACC 300bps higher than that 
applied to Italian plants because of a longer subsidy period of 30 years until 
2041; a terminal growth of -0.5% to reflect solar system degradation; post-
subsidy revenue risk in Spain lower than in Italy given a lower FIT in Spain 
given a lower subsidy basis; EV per watt estimated to be $3.52 (vs $2.73 
acquisition value) 

9.375% of stake in Dorad Power 
Plant 

3.15 DCF valuation based on a WACC of 9% and a terminal growth of 2%, with 
forecasts based on 2016 and H117 financials; higher WACC (vs 8% in the 
previous estimate) assumption reflects Ellomay’s potential disadvantage as a 
minority shareholder and the litigation risks with other shareholders 

9MW solar in Talmei Yosef, Israel 4.89 DCF valuation based on a WACC rate of 8% during the power purchase 
agreement period, and a negative terminal value growth of 2%, due to 
uncertainty post the power purchase agreement 

WtE project in Goor and Oude-
Tongein the Netherlands 

1.83 DCF on a WACC of 5.5% and a terminal growth of 2% after the 12-year 
government contract period; approximately 46% of NPV is from the discounted 
terminal value. The high terminal value reflects the risk of a shorter 
government contract period (vs 20-30 years for solar) 

Early stage pipelines  1.03 1x book value as of H117 
Net debt as of FY18e (8.32) Net debt to increase from $55m in H117 to $89m in H218/FY18, mainly to 

reflect $23m net debt of the Talmei Yosef project once consolidated  
Ellomay's implied value per share 14.12   
Capital market liquidity discount 20%   
Fair value per share 11.29   
Source: Ellomay; Edison Investment Research 

Ellomay’s current market capitalisation of $83m is only $3m higher than the adjusted combined 
book value (acquisition value of its project assets at $135m less net debt of $55m). Our SOTP 
valuation suggests the market does not seem to fully factor in the upside from the completed 
acquisition of a 9MW solar plant in Talmei Yosef, Israel, or the scheduled completion of the two WtE 
plants in the Netherlands. The Talmei Yosef plant is expected to bring in annual revenues of $4.5m 
and two WtE plants to generate revenues of €6.9m per annum. 



 

 

 

Ellomay Capital | 30 October 2017 10 

Exhibit 10: Ellomay’s solar assets book value vs DCF valuations 
$/watt Acquisition value DCF based 
Solar in Italy 3.47 4.22 
Solar in Spain 2.73 3.52 
Solar in Israel  3.78 4.51 
Source: Ellomay; Edison Investment Research  

Peer comparisons  
There are a number of renewable project developers and owners listed in Tel Aviv: Sunflower 
Sustainable Investments, Enlight Renewable Energy and Energix Renewable Energies. There is no 
consensus data available for these names, but a look at their valuations based on historical 
financials may yield some insight.  

Exhibit 11: Valuation of Israel-listed peers based on most recent financials 
 Market cap (NISm) Free float Dividend yield (%) P/E (x) EV/EBITDA (x) EV/sales (x) 
Sunflower Sustainable Investments  197 49% N/A N/A 4.9x 4.9x 
Enlight Renewable Energy  757 63% N/A N/A N/A 59.0x 
Energix Renewable Energies  1,172 15% N/A 457x 20.7x 13.4x 
Ellomay Capital 306 32% 3.0 N/A 18.4x 10.7x 
Source: Bloomberg, Edison Investment Research. Note: Prices as of 27 October 2017. 

Among the three Tel Aviv listed companies, we think Energix Renewable Energies is probably the 
best comparable to Ellomay. It also has a limited free float but management has been able to 
consistently grow assets in Israel and overseas. Energix Renewable Energies is 70% owned by 
Alony-Hetz Properties and Investments, a major real-estate investments group in Israel. It is worth 
noting that the high leverage of Enlight Renewable Energy contributes to its high EV related 
multiples.  

We note that the majority of comparators listed in Europe and the US in Exhibit 12 are of a larger 
size and have more mature businesses.  

Exhibit 12: Peer comparisons based on forward-looking estimates  
Company  Ticker Market cap Dividend yield (%) EV/sales (x) EV/EBITDA (x) P/E (x) 
7C Solarparken HPRK:GR €107m 4.5 8.0 9.3 19.1 
Scatec Solar SSO: Oslo NOK4,726m 1.7 6.5 7.9 111.7 
TerraForm NASD:TERP $2,638m 2.3 11.3 15.8 N/A 
Pattern Energy Group NASD:PEGI $1,996m 7.4 11.3 14.3 81.3 
NRG Yield NASD: NYLD $3,386m 5.9 8.8 10.5 18.6 
Ellomay Capital NYSE: ELLO $83m N/A 9.5 14.4 N/A 
Source: Edison Investment Research, Bloomberg. Note: Prices as at 27 October 2017. Dividend yield, EV/sales, EV/EBITDA and P/E 
are based on FY1e. 

Financials 

Assuming no further regulatory interventions from the Italian or Spanish governments on solar 
subsidies of operating projects, Ellomay should be able to continue to enjoy stable cash flows (at 
$10m pa) and profits from its operating solar plants (at EBITDA margin of 79-84% in 2013-16).  

Forecast revisions 
We have increased our revenue estimates for FY18 to take into account new revenue streams; 
however, higher debts and the resulting increased financing expenses associated with hedging and 
forex losses in H117 have brought our normalised EPS estimates from $0.26 to $-0.13 for 2017e.  

For FY17, we increase our revenue forecast by 7.4% to reflect higher spot electricity prices and 
better solar radiations in Italy and Spain and the contribution from the recently acquired a 9MW 
solar power plant in Israel. For FY18, we factor in the new revenue streams: $4.5m from the Talmei 



 

 

 

Ellomay Capital | 30 October 2017 11 

Yosef plant in Israel for the whole year; €3.5m from the WtE plant in Goor in the Netherlands 
(scheduled for completion in Q417) and €3.4m from the WtE plant in Oude-Tonge, the Netherlands, 
scheduled to come online in Q218.  

Our updated normalised EPS estimates take into account financing income and expenses in 
relation to hedging contracts. Previously, the hedging related activities were not included in the 
normalised number.  

Exhibit 13: Changes in estimates  

 

Revenue ($m) Normalised PBT ($m) Normalised EPS ($) 
Old New % chg. Old New % chg. Old New % chg. 

FY17e 13.50 14.50 7.4 3.75 (0.36) N/A 0.26 (0.13) N/A 
FY18e 15.09 23.46 55% 5.79 4.45 (23%) 0.41 0.31 (24%) 
Source: Edison Investment Research  

H117 net losses: Rising development costs and leverage 
required for asset acquisitions and project developments  
H117 revenues were approximately $7.3m, up 13% y-o-y, as a result of higher spot electricity rates 
and higher radiations in Italy and Spain. Gross margin improved by 1,100bps y-o-y due to lower 
opex and depreciation. However, Ellomay incurred higher development costs (up 122% y-o-y) and 
higher financing expenses (up 117% y-o-y) due to higher leverage, $1.7m hedging losses and 
$2.3m forex losses. To fund project development and asset acquisitions, the company’s net debt 
increased by 61% from $34m in H216 to $55m in H117, following the issue of $33m of debentures 
in March 2017.  

Ellomay’s 9.375% stake in the Dorad plant generated $2.4m and $1.5m profits in 2015 and 2016, 
respectively. However, the typically low season in Q217 combined with higher financing expenses 
(up 31% y-o-y) contributed to net losses of NIS36m during the quarter. Ellomay’s share of net loss 
from Dorad Power Plant was $0.1m (vs a profit of $0.3m in H116).   

Exhibit 14: H116 vs H117 results  
  H116 H117 Y-o-y Comment 
Revenue 6,513 7,331 13% Higher spot price in Italy and better radiation in Italy/Spain 
Operating expenses (1,159) (935) -19% Insurance indemnification due to earthquake damages to a PV plant  
Depreciation (2,518) (2,378) -6%   
Gross profits 2,838 4,018 42% Benefit from a higher revenue and lower opex and depreciation 
Gross margin 44% 55%     
Project development cost (713) (1,580) 122% Increasing project development activities, mainly for the intended 

acquisition of Talmei Yosef solar plant and the acquisition of Talasol Solar 
General and administrative expenses (1,127) (1,313) 17% No material change in the substance and composition of the expenses  
Share of profits (loss) of equity accounted investee 312 (67) -121% Interest expense of Dorad Power Plant up 31% y-o-y 
Other income 85 10 -88%   
Operating profits 1,393 1,068 -23%   
Operating margin 21% 15%     
Financing income 164 316 93%   
Financing expenses in connection with derivatives (1,024) (1,722) 68% $1.6m loss associated with the re-evaluation of €/US$ forwards and 

interest rate swaps 
Financing expenses (1,895) (4,120) 117%   
Net financing expenses (2,755) (5,526) 101% Net debt increased by 61% from $34m in H216 to $55m in H117, 

following the issue of $33m debentures in March 2017  
Profit before taxes (1,362) (4,458) 227%   
Income taxes (309) (725) 135%   
Net profits (loss) (1,671) (5,183) 210%   
Source: Ellomay; Edison Investment Research 

Balance sheet: Levered up for new opportunities  
Ellomay has increased its net debt by 61% from $34m in H216 to $55m in H117 by issuing 
debentures in March 2017 with a nominal value of NIS123m (approximately $33m) at a fixed annual 
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interest rate of 3.44%. It has gross cash of $43.5m, sufficient to pay for the consideration of 100% 
equity of the Talmei Yosef plant at $11m. The capex for the Goor project is approximately €10m, 
funded in part with a €5.6m loan facility by Rabobank. The €8.5m capex requirement for the Oude-
Tonge project (scheduled to be completed in Q218) has been partly funded with c €5m loan 
facilities provided by Rabobank. The capex for these two WtE projects have been reflected on 
Ellomay’s balance sheet. Out of its current net debt of approximately $55m, $17.5m is the 
outstanding net debt for its operating solar plants in Italy and Spain.  
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Exhibit 15: Financial summary 
31-December  US$000s 2015 2016 2017e 2018e 2019e 
   IFRS IFRS IFRS IFRS IFRS 
PROFIT & LOSS         
Revenue     13,817 12,872 14,497 23,456 24,629 
EBITDA (company definition)     9,685 7,492 9,607 15,956 16,329 
EBITDA (Edison definition, excluding associates)   7,218 5,888 8,797 14,956 15,129 
Operating Profit (before amort. and except.)   4,752 2,509 4,847 8,956 8,529 
Other income (expense), net   21 99 10 0 0 
Share of profits (losses) of equity accounted investees  2,446 1,505 800 1,000 1,200 
Operating Profit (company definitions)     4,773 2,608 4,857 8,956 8,529 
Net financing expenses (including hedging activities)  592 (3,056) (5,210) (4,508) (6,143) 
Profit Before Tax (norm)     5,344 (547) (363) 4,448 2,386 
Profit Before Tax (FRS 3)     5,365 (448) (353) 4,448 2,386 
Tax   1,933 (625) (1,025) (1,112) (596) 
Profit After Tax (norm)   7,277 (1,172) (1,388) 3,336 1,789 
Profit After Tax (FRS 3)   7,298 (1,073) (1,378) 3,336 1,789 
        Average Number of Shares Outstanding (m)   10.7 10.7 10.7 10.7 10.7 
EPS - normalised ($)     0.679 (0.110) (0.130) 0.312 0.168 
EPS - normalised and fully diluted ($)     0.679 (0.110) (0.130) 0.312 0.168 
EPS - (IFRS) ($)     0.681 (0.100) (0.129) 0.312 0.168 
Dividend per share ($)   0.000 0.225 0.000 0.000 0.000 
        EBITDA Margin (%)   52.2 45.7 60.7 63.8 61.4 
Operating Margin (before GW and except.) (%)  34.4 19.5 33.4 38.2 34.6 
        BALANCE SHEET        
Fixed Assets     126,814 121,533 181,030 214,816 220,488 
Investment in equity accounted investee   33,970 30,788 34,991 35,991 37,191 
Financial assets (9MW solar in Israel)     34,000 29,500 25,000 
Advancements on account of investments   0 905 11,690 11,690 16,690 
Fixed assets   78,975 77,066 88,349 124,635 127,607 
Other   13,869 12,774 12,000 13,000 14,000 
Current Assets     33,513 34,641 64,232 57,302 65,108 
Debtors   8,218 9,952 13,425 13,945 14,642 
Marketable securities   6,499 1,023 8,007 8,007 8,007 
Cash (including restricted cash)   18,717 23,650 40,800 32,350 38,459 
Other   79 16 2,000 3,000 4,000 
Current Liabilities     10,103 11,102 11,595 12,817 13,501 
Creditors   4,092 4,963 4,827 6,049 6,733 
Short term borrowings    6,011 6,139 6,768 6,768 6,768 
Long Term Liabilities     56,159 56,302 124,398 127,398 144,034 
Long term borrowings   48,117 48,385 91,398 91,398 103,034 
Net debt of 9MW solar in Israel     23,000 23,000 23,000 
Other long term liabilities   8,042 7,917 10,000 13,000 18,000 
Net Assets     94,065 88,770 109,269 131,903 128,060 
CASH FLOW        
Operating Cash Flow     9,989 10,684 5,845 12,946 12,019 
Net Interest    (2,904) (3,049) (3,488) (4,508) (6,143) 
Tax   (2,174) 571 1,025 1,112 596 
Net cash flows from operating activities   4,911 8,206 3,382 9,550 6,473 
Capex   0 (5,388) (8,902) (10,000) (12,000) 
Acquisitions/disposals   (7,582) (803) (11,000) (8,000) 0 
Repayment of loan from an equity accounted investee  0 2,638 0 0 0 
Decrease in deposits, net   3,980 0 0 0 0 
Acquisition of marketable securities   (2,869) (1,022) (7,017) 0 0 
Proceeds from marketable securities   0 6,511 0 0 0 
Others   1,986 (936) 800 0 0 
Cash flows from investing activities   (4,485) 1,000 (26,119) (18,000) (12,000) 
Equity financing   (249) (13) (550) 0 0 
Debentures financing   (5,134) (5,210) 29,707 0 0 
Loan financing   10,695 4,832 10,730 0 0 
Dividends   0 (2,404) 0 0 0 
Other   (868) 0 0 0 0 
Cash flows from financing activities   4,444 (2,795) 39,887 0 0 
Net change in cash position   4,870 6,411 17,150 (8,450) (5,527) 
FX   (1,911) (1,478) 0 0 0 
Opening cash position   15,758 18,717 23,650 40,800 32,350 
Closing cash position   18,717 23,650 40,800 32,350 26,822 
Opening net debt/(cash)     31,900 33,636 34,079 80,366 88,816 
HP finance leases initiated   0 0 0 0 0 
Net loan from acquisition of 9MW solar in Israel     23,000   
Others   (461) (999) 550 0 0 
Closing net debt/(cash)     33,636 34,079 80,366 88,816 94,344 
 Source: Ellomay Capital, Edison Investment Research 
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Contact details Revenue by geography in 2016 
Ellomay Capital  
9 Rothschild Boulevard  
Tel Aviv  
+972 3 7971111  
www.ellomay.com   

 
 

Management team  
Chairman of the Board: Shlomo Nehama Director and CEO: Ran Fridrich 
Mr Nehama served as the chairman of Bank Hapoalim, a leading Israeli bank, 
between 1998 and 2007. A graduate of Technion Institute of Technology in Haifa, 
he has also received an honorary doctorate for his contribution to the Israeli 
economy.  

Mr Fridrich has deep expertise in financial and corporate roles as well as a track 
record as an entrepreneur. He co-founded the Oristan Group in 2004, manages 
the Crystal Funds programme of CDO equity funds and has launched an 
investment advisory business. In the corporate world, Mr Fridrich has been 
general manager of two packaging companies. He is a graduate of the senior 
executive programme at Tel Aviv University.  

Chief Financial Officer: Kalia Weintraub Chief Investments Officer: Ori Rosenzweig 
Ms Weintraub joined Ellomay in 2007 as corporate controller, and is responsible 
for all treasury and finance functions at the group. Before this, Ms Weintraub 
worked in the high-tech practice of Israeli accounting firm Kost Forer Gabbay 
and Kasierer. She holds a BA in economics and accounting and an MBA from Tel 
Aviv University. She is a licensed Certified Public Accountant (CPA) in Israel. 

Mr Rosenzweig joined Ellomay in 2014. Previously he was head of cash 
management at Bank Leumi Le-Israel BM and had roles at AFI Investments and 
GSE Financial Consulting. He has an MBA from Tel Aviv University and a BA in 
business and international relations from the Hebrew University.  

 

Principal shareholders (%) 
Shlomo Nehama  37.6 
Kanir Partnership   30.7 
  
  
 

 

Companies named in this report 
Zorlu Enerji Elektrik Uretim (ZOREN: Istanbul); Luzon Group (TASE: LUZN); Ludan Engineering (TASE: LUDN); Sunflower Sustainable Investments (TASE: SNFL); 
Enlight Renewable Energy (TASE: ENLT); Energix Renewable Energies (TASE: ENRG); 7C Solarparken (HPRK: GR); Scatec Solar (SSO:Oslo); TerraForm 
(NASD:TERP); Pattern Energy Group (NASD:PEGI); NRG Yield (NASD: NYLD)  
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Edison is an investment research and advisory company, with offices in North America, Europe, the Middle East and AsiaPac. The heart of Edison is our world-renowned equity research platform and deep multi-sector 
expertise. At Edison Investment Research, our research is widely read by international investors, advisers and stakeholders. Edison Advisors leverages our core research platform to provide differentiated services including 
investor relations and strategic consulting. Edison is authorised and regulated by the Financial Conduct Authority. Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. Edison NZ 
is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research Inc (Edison 
US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not regulated by 
the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244]. www.edisongroup.com 
EDISON ISRAEL DISCLAIMER 
Disclosure regarding the scheme to enhance the awareness of investors to public companies in the technology and biomed sectors that are listed on the Tel Aviv Stock Exchange and participate in the scheme (hereinafter 
respectively “the Scheme”, “TASE”, “Participant” and/or “Participants”). Edison Investment Research (Israel) Ltd, the Israeli subsidiary of Edison Investment Research Ltd (hereinafter respectively “Edison Israel” and 
“Edison”), has entered into an agreement with the TASE for the purpose of providing research analysis (hereinafter “the Agreement”), regarding the Participants and according to the Scheme (hereinafter “the Analysis” or 
“Analyses”). The Analysis will be distributed and published on the TASE website (Maya), Israel Security Authority (hereinafter “the ISA”) website (Magna), and through various other distribution channels.  The Analysis for 
each participant will be published at least four times a year, after publication of quarterly or annual financial reports, and shall be updated as necessary after publication of an immediate report with respect to the occurrence 
of a material event regarding a Participant. As set forth in the Agreement, Edison Israel is entitled to fees for providing its investment research services. The fees shall be paid by the Participants directly to the TASE, and 
TASE shall pay the fees directly to Edison. Subject to the terms and principals of the Agreement, the Annual fees that Edison Israel shall be entitled to for each Participant shall be in the range of $35,000-50,000. As set 
forth in the Agreement and subject to its terms, the Analyses shall include a description of the Participant and its business activities, which shall inter alia relate to matters such as: shareholders; management; products; 
relevant intellectual property; the business environment in which the Participant operates; the Participant's standing in such an environment including current and forecasted trends; a description of past and current financial 
positions of the Participant; and a forecast regarding future developments in and of such a position and any other matter which in the professional view of the Edison (as defined below) should be addressed in a research 
report (of the nature published) and which may affect the decision of a reasonable investor contemplating an investment in the Participant's securities. To the extent it is relevant, the Analysis shall include a schedule of 
scientific analysis of an expert in the field of life sciences. An "equity research abstract" shall accompany each Equity Research Report, describing the main points addressed. The full scope reports and reports where the 
investment case has materially changed will include a thorough analysis and discussion. Short update notes, where the investment case has not materially changed, will include a summary valuation discussion. The 
Agreement with TASE regarding the participation of Edison in the scheme for the research analysis of public companies does not and shall not constitute an approval or consent on the part of TASE or the ISA or any other 
exchange on which securities of the Company are listed, or any other securities’ regulatory authority which regulates the issuance of securities by the Company to the content of the Report or to the recommendation 
contained therein. A summary of this report is also published in the Hebrew language. In the event of any contradiction, inconsistency, discrepancy, ambiguity or variance between the English Report and the Hebrew 
summary of said Report, the English version shall prevail; and a note to this effect shall appear in any Hebrew summary of a Report. Edison is regulated by the Financial Conduct Authority. According to Article 12.3.2, 
Chapter 12 of the Conduct of Business Sourcebook, Edison, which produces or disseminates non-independent research, must ensure that it: 1) is clearly identified as a marketing communication; and 2) contains a clear 
and prominent statement that (or, in the case of an oral recommendation, to the effect that) it: a) has not been prepared in accordance with legal requirements designed to promote the independence of investment 
research; and b) is not subject to any prohibition on dealing ahead of the dissemination of investment research. The financial promotion rules apply to non-independent research as though it were a marketing 
communication. 
EDISON INVESTMENT RESEARCH DISCLAIMER 
Copyright 2017 Edison Investment Research Limited. All rights reserved. This report has been prepared and issued by Edison for publication globally. All information used in the publication of this report has been compiled 
from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report represent those of the research department of 
Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This research is issued in Australia by Edison Aus 
and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distributed in the United States by Edison US to major US institutional 
investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion" from the definition of investment adviser under Section 
202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about companies in which we believe our 
readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be construed in any manner whatsoever 
as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a 
security. The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale 
clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities 
mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this 
document. A marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject 
to any prohibition on dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any investment business and, accordingly, does 
not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this 
report. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as well as rise and are subject to large and 
sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not necessarily a guide to future 
performance. Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known 
and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. For the purpose of the FAA, 
the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or disposing (including refraining 
from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class service” provided by Edison 
within the meaning of the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To the maximum extent 
permitted by law, Edison, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any of the information 
contained in this report and do not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (“FTSE”) © FTSE 2017. “FTSE®” is a trade mark of the London Stock 
Exchange Group companies and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability 
for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent. 
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