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China solar PV framework agreements now accrue to ~$33.6B 
A latest tally of China state banks' framework credit agreements with key solar PV 
companies tips in at ~$33.6B. We believe this quasi-capitalization of China's solar 
PV companies could have far reaching implications for the industry (e.g. 
asymmetric competition, circumvention of typical market mechanisms, national 
policies in nurturing a strategic industry, etc.) While these credit agreements raise 
concerns, much will depend on how, when and where they are put to use - 
permissible uses and terms of use are still not clear.  
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Industry Update 
 

Companies featured 
First Solar Inc. (FSLR.OQ),USD147.09 Buy

2009A 2010E 2011E
EPS (USD) 7.75 7.25 7.65
P/E (x) 18.8 20.3 19.2
EV/EBITDA (x) 13.3 13.1 11.3
Applied Materials (AMAT.OQ),USD11.63 Hold

2009A 2010E 2011E
EPS (USD) -0.05 0.83 1.05
P/E (x) – 14.0 11.1
EV/EBITDA (x) 81.0 6.2 4.6
Canadian Solar (CSIQ.OQ),USD12.98 Hold

2009A 2010E 2011E
EPS (USD) 0.67 0.78 1.19
P/E (x) 18.9 16.6 10.9
EV/EBITDA (x) 12.3 4.7 4.6
Energy Conversion Devices (ENER.OQ),USD4.75

2010A 2011E 2012E
EPS (USD) -1.85 -0.33 –
P/E (x) – – –
EV/EBITDA (x) – 29.1 –
Evergreen Solar (ESLR.OQ),USD0.62 Hold

2009A 2010E 2011E
EPS (USD) -0.41 -0.45 -0.25
P/E (x) – – –
EV/EBITDA (x) 60.0 85.7 10.3
SunPower (SPWRA.OQ),USD13.94 Buy

2009A 2010E 2011E
EPS (USD) 0.43 1.13 1.80
P/E (x) 65.0 12.3 7.7
EV/EBITDA (x) 13.1 3.9 3.8

 

C
o

m
p

an
y 

G
lo

b
al

 M
ar

ke
ts

 R
es

ea
rc

h
 

 

~$33.6B solar PV framework credit agreements via CDB and others 
Canadian Solar  RMB 15B (~$2.2B) – April 28, 2009 - 3 State banks 
Suntech:   RMB 50B (~$7.4B) – April 6, 2010 -   CDB 
Trina Solar:  RMB 30B (~$4.4B) – Apr 6, 2010 –    CDB 
Yingli Green Energy: RMB 36B (~$5.3B) – July 9, 2010 -    CDB 
Solarfun:   RMB   7B (~$1.0B) – July 22, 2010 – Bank of China 
JA Solar:   RMB 30B (~$4.4B) – Sep 10, 2010 –  CDB 
LDK Solar  RMB 60B (~$8.9B) - Sep 27, 2010-    CDB 

China credit policy - generous credit extension can create inefficiencies 
As noted in our previous reports, we view China government policies toward the 
solar PV industry, and more broadly toward the renewable energy industry, as 
strategic from perspectives of nurturing a global industry, job creation, a buffer for 
energy security, and a hedge against climate pollution concerns. The initial 
extension of credit in 2009 to many companies despite weak balance sheets and 
challenged margin structures may have focused on supporting the industry and 
protecting jobs, but substantial funding now could be construed as help in 
positioning Chinese companies downstream in the solar PV industry, an area 
where these companies have failed to establish a meaningful presence. We note 
that a state sponsored pool of credit irrespective of competitive dynamics, 
business model sustainability and economic viability of companies breaks down 
the corrective mechanism of a functioning market, can create inefficiencies, and in 
the long-term can harm the competitive/economic case of the solar PV industry. 

Valuation 
We value solar PV companies on both revenue growth and profitability, as 
applicable, in a high-growth industry. With rapid industry growth we anticipate 
capacity expansion and a focus on market share to eclipse sustained profitability 
as capital spending and working capital needs dictate. We anticipate sustained 
profitability for industry leaders, and stock volatility through an industry-wide rapid 
growth phase. We focus on P/E where viable, and look to other measures such 
TEV/Sales, TEV/EBITDA, P/TBV and DCF as checks. 

Risks 
Risks include but are not limited to: (1) rapidly changing market conditions, (2) 
changes to government subsidization policies, (3) the impact of many competing 
solar PV technologies, (4) the emergence of disruptive technologies, (5) material 
supply constraints, (6) a relatively immature industry infrastructure, (7) large capital 
investment requirements, (8) increasing competition with many new entrants, (9) 
competition from other renewable energy sources, (10) long warranty periods for 
solar panels, and (11) geopolitical risk. 
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Appendix 1 
Important Disclosures 

Additional information available upon request 

For disclosures pertaining to recommendations or estimates made on a security mentioned in this report, please see 
the most recently published company report or visit our global disclosure look-up page on our website at 
http://gm.db.com/ger/disclosure/DisclosureDirectory.eqsr. 

 
Analyst Certification 

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst about the subject 
issuers and the securities of those issuers. In addition, the undersigned lead analyst has not and will not receive any 
compensation for providing a specific recommendation or view in this report. Steve O'Rourke 

 

 

Equity rating key  Equity rating dispersion and banking relationships 

Buy: Based on a current 12- month view of total share-
holder return (TSR = percentage change in share price 
from current price to projected target price plus  pro-
jected dividend yield ) , we recommend that investors 
buy the stock. 
Sell: Based on a current 12-month view of total share-
holder return, we recommend that investors sell the 
stock 
Hold: We take a neutral view on the stock 12-months 
out and, based on this time horizon, do not recommend 
either a Buy or Sell. 
Notes: 
1. Newly issued research recommendations and target 
prices always supersede previously published research.
2. Ratings definitions prior to 27 January, 2007 were: 

Buy:  Expected total return (including dividends) of 
10% or more over a 12-month period 
Hold: Expected total return (including dividends) 
between -10% and 10% over a 12-month period 
Sell: Expected total return (including dividends) of -
10% or worse over a 12-month period 
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Regulatory Disclosures 

1. Important Additional Conflict Disclosures 

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the 
"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing. 

 

2. Short-Term Trade Ideas 

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are consistent 
or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the SOLAR link at 
http://gm.db.com. 

 

3. Country-Specific Disclosures 

Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian 
Corporations Act. 
Brazil: The views expressed above accurately reflect personal views of the authors about the subject company(ies) and 
its(their) securities, including in relation to Deutsche Bank. The compensation of the equity research analyst(s) is indirectly 
affected by revenues deriving from the business and financial transactions of Deutsche Bank. 
EU countries: Disclosures relating to our obligations under MiFiD can be found at http://globalmarkets.db.com/riskdisclosures. 
Japan: Disclosures under the Financial Instruments and Exchange Law: Company name - Deutsche Securities Inc. Registration 
number - Registered as a financial instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. 
Member of associations: JSDA, The Financial Futures Association of Japan. Commissions and risks involved in stock 
transactions - for stock transactions, we charge stock commissions and consumption tax by multiplying the transaction 
amount by the commission rate agreed with each customer. Stock transactions can lead to losses as a result of share price 
fluctuations and other factors. Transactions in foreign stocks can lead to additional losses stemming from foreign exchange 
fluctuations. 
New Zealand: This research is not intended for, and should not be given to, "members of the public" within the meaning of the 
New Zealand Securities Market Act 1988. 
Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any 
appraisal or evaluation activity requiring a license in the Russian Federation. 
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