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Abstract 

 

The equity research on EDP Renewables (EDPR) provides a comprehensive valuation of the 

renewable energy company. The analysis utilizes a Sum-of-the-Parts (SOTP) valuation 

framework to distinguish between the value of existing assets and future projects. A distinct 

Weighted Average Cost of Capital (WACC) is applied for each segment, reflecting the risks 

and uncertainties associated with each project timeline. While the current asset base represents 

the bulk of EDPR's value, growth prospects are driven by the expansion of solar and onshore 

wind capacity, particularly in Europe and North America. 

EDPR is expected to undergo a strategic shift from wind to solar energy while also investing in 

emerging technologies such as offshore wind, battery storage, and green hydrogen. Although 

these new technologies face significant uncertainty, they hold the potential to be game-

changers, addressing key challenges like the intermittence of renewables and the lack of land 

availability in mature markets. 

Now presents a compelling opportunity to buy EDPR stock. Markets are overreacting to 

Trump’s election and broader negative sentiment surrounding renewables, pushing EDPR to its 

lowest value in over four years. However, the green transition is far from over. While it may 

progress at a slower pace, the structural shift towards renewable energy will continue, and 

renewable stocks, including EDPR, are poised to recover and ramp up in the future. 
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Introduction 

The purpose of this equity research report is to provide a comprehensive valuation of EDP 

Renewables (EDPR), assessing its current asset base, growth pipeline, and strategic outlook in 

the renewable energy sector. 

My individual contribution covers the entirety of the following sections: 

1. Investment Thesis: EDPR presents a strong investment opportunity, driven by its undervalued 

stock price and solid long-term growth prospects despite recent market challenges. Political 

uncertainty, particularly Trump’s re-election, has led to market overreaction, pushing EDPR’s 

stock price to €9.8 — its lowest level in over four years. However, the green energy transition 

remains inevitable, and EDPR is well-positioned to benefit as market sentiment stabilizes. 

2. Company Overview: An analysis of EDPR’s global footprint, including its installed capacity 

of 16.8 GW as of September 2024, its presence across 28 countries, and its strategic focus on 

low-risk markets in Europe and North America. I also examine EDPR’s portfolio mix, where 

onshore wind currently dominates production but a clear strategic shift toward solar energy is 

underway, with over 80% of its 2024–2026 pipeline dedicated to solar projects. 

3. Market Context: This section analyzes recent events impacting the renewables sector and 

EDPR’s performance, particularly the heightened uncertainty following Trump’s re-election, 

which has contributed to the stock's underperformance. It also explores market trends and 

opportunities across key renewable technologies: onshore wind, which remains the largest part 

of EDPR’s current portfolio; solar energy, emerging as the primary growth driver due to 

declining costs and scalability; offshore wind, which addresses land constraints but faces high 

costs and supply chain challenges; and emerging solutions such as energy storage and green 

hydrogen. Additionally, I address the key challenges faced by the renewables sector. 

4. Financial Analysis & Projections: A detailed overview and projections of the key revenue 

drivers — Installed Capacity, Load Factor, and Price — along with forecasts and assumptions 

for CAPEX and Depreciation. 

5. Valuation: A comprehensive valuation of EDPR using a Sum-of-the-Parts (SOTP) 

methodology. This includes the valuation of the current asset base, which is expected to 

generate stable cash flows for the next 20 years; the valuation of the 2024–2026 pipeline; the 

valuation of the 2027–2035 pipeline and perpetuity; and the valuation of Ocean Winds, EDPR’s 

offshore wind joint venture with ENGIE, along with relevant assumptions. 

The final valuation distinctly separates EDPR’s stable asset base from its higher-risk pipeline 

projects, applying differentiated WACCs to reflect uncertainty and varying project timelines. 

My analysis concludes that EDPR is currently undervalued due to temporary market headwinds, 

while its strategic investments and robust fundamentals position it for long-term growth and 

success. 

This report is structured to provide a clear and thorough assessment of EDPR’s operations, 

challenges, and future potential, ultimately supporting the argument that now is an opportune 

time to invest in the company as the renewable energy transition continues to evolve. 

 

 

This report is part of the Equity Research on EDP Renewables (annexed), developed by 

Inês Estácio (me) and Daniel Valadas and should be read has an integral part of it. 
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INVESTMENT THESIS 

EDP Renováveis (EDPR), a leading global renewable energy company, presents 

a compelling investment opportunity driven by its undervalued stock price, and 

promising growth trajectory despite recent market challenges. The current market 

environment, characterized by political uncertainty and macroeconomic pressures, 

has created an opportunity to buy EDPR shares at a significant discount, as the 

stock price has fallen to €9.8, the lowest in over four years. This drop is largely a 

result of market overreaction rather than fundamental weakness. 

Market Overreaction Creates Opportunity 

The re-election of Donald Trump has fueled uncertainty around U.S. energy 

policies, negatively impacting investor sentiment toward renewables. However, the 

market appears to be overreacting. History shows that the renewables sector 

thrived during Trump’s first term, particularly in Republican-led states where 

renewable investments created jobs and boosted local economies. The Inflation 

Reduction Act, a cornerstone of U.S. clean energy policy, remains intact and will 

continue to support growth in the sector. 

While the green transition may face short-term slowdowns, it is inevitable in the 

long term. Renewables are a key pillar of global energy security, and governments 

across the world remain committed to decarbonization goals. As such, the current 

market conditions represent a temporary setback rather than a structural decline. 

Predictable Cash Flows and Resilient Growth 

EDPR’s strong foundation is built on its existing asset base, which accounts for 

over half of the company’s value and will continue to generate predictable cash 

flows for at least 20 more years (figure 2). This stability is also reflected by long-

term Power Purchase Agreements (PPAs) covering about 90% of production, 

ensuring secure revenue streams. Key agreements with companies like Google, 

Microsoft, and Bloomberg highlight the reliability of the company.  

Potential Upside from Emerging Technologies 

Our valuation of EDPR excludes the potential upside from energy storage and 

green hydrogen projects. These technologies, while challenging to quantify, could 

revolutionize the renewables sector by addressing intermittency issues and 

creating new revenue streams. EDPR has already committed to achieving 500 MW 

of storage capacity by 2026 and is advancing green hydrogen initiatives, 

leveraging its renewable portfolio to drive long-term innovation and growth. 
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COMPANY OVERVIEW  

EDP Renováveis (EDPR), the renewables arm of the EDP Group (71% owned by 

EDP), is a leading global player in renewable energy. Headquartered in Madrid, 

Spain, and listed on the Euronext Lisbon Stock Exchange since 2008, EDPR 

develops, constructs, and operates onshore wind farms, solar photovoltaic (PV) 

plants, offshore wind projects, and energy storage systems.  

As of September 2024, EDP Renováveis (EDPR) has increased its installed 

renewable energy capacity to 16.8 GW and is planned to have about 24 GW until 

the end of 2026. The company operates in 28 countries spanning Europe, Asia-

Pacific, and the Americas. North America accounts for approximately 52% of 

EDPR's total installed capacity, followed by Europe at 35%, with the remaining 

capacity distributed across Latin America and Asia-Pacific (figure 3). Nearly 90% 

of EDPR's capacity is located in low-risk markets, underscoring the company's 

strategic focus on stability and predictable returns. EDPR's portfolio is currently 

dominated by onshore wind, which accounts for 88% of its energy production, while 

solar photovoltaic (PV) contributes 12% (figure 4). However, this balance is 

expected to shift as solar becomes a larger focus for EDPR. With over 80% of its 

2024–2026 pipeline dedicated to solar projects, this technology is set to play a 

critical role in the company’s future growth, driven by its declining costs and 

technological advancements. 

EDPR secures revenue primarily through long-term Power Purchase Agreements 

(PPAs) and regulated contracts, ensuring stable, low-risk cash flows. Its asset 

rotation strategy monetizes mature assets, leveraging the valuation premium 

between public and private markets to reinvest in new projects. This approach 

accelerates growth and also allows the company to adapt to market dynamics and 

capitalize on emerging opportunities. EDPR continues to expand its global 

presence and strengthen its portfolio, playing a leading role in the renewable 

energy transition. 

 

MARKET CONTEXT  

Recent Events 

EDPR's stock has recently been underperforming, largely due to a combination 

of disappointing performance metrics and external political factors, especially the 

re-election of former President Trump. This event has increased uncertainty 

Figure 3: Installed Capacity by  
Region 

Source: EDPR  
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surrounding U.S. energy policies, which could not only impact EDPR's operations 

in the U.S. but also influence broader investor sentiment toward the renewables 

sector. The resulting volatility has likely contributed to EDPR's stock to drop to its 

lowest level in more than four years, closing at 9.8€ per share on the 13th of 

December 2024. 

In addition to the political uncertainty, EDPR's performance in the first 9 months of 

2024 have raised concerns. Despite projecting energy production between 40 and 

42 TWh for the year, the company had only reached 26.5 TWh by September, 

casting doubt on its ability to meet annual targets. Furthermore, EDPR’s asset 

rotation strategy, a key component of its business model, came in significantly 

lower than expected, with levels falling below 50% of last year’s figures. 

Another financial strain has been EDPR’s net debt, which has risen by €2 billion 

over the course of just one year, a significant increase that likely pressured investor 

confidence and contributed to the stock's decline. 

Despite that, there are some positive signs for the renewables sector. Electricity 

pool prices have been evolving favorably, signaling a supportive trend for the 

industry. In Iberia, forward prices from May 2024 to October 2024 rose from €55 

to €62 per MWh, indicating increasing demand and pricing power. In the U.S., PJM 

capacity auction prices for 2024/25 to 2025/26 saw a dramatic increase from $29 

to $270 per MW-day, suggesting tightening capacity and a more favourable 

market. Meanwhile, forward prices in Brazil from May 2024 to October 2024 grew 

from R$173 to R$184 per MWh, reflecting a positive trajectory in the Latin 

American market as well. EDPR also continues to secure long-term contracts with 

major companies like Google, Microsoft, and Bloomberg, which further strengthens 

its revenue stability and supports long-term growth projections despite the 

headwinds in the market. 

While the market reaction to the recent political developments may be driven by 

uncertainty, we believe it might be an overreaction. The renewable energy sector 

saw strong growth during Trump's first term, especially in Republican states. The 

Inflation Reduction Act will continue to benefit these states, and growing demand 

for renewable energy driven by new sectors, the fundamentals of the U.S. 

renewable market remain strong. As such, we believe the market may be 

underestimating the sector's resilience and long-term potential.  

Renewables Market Overview 

The renewable energy market is evolving rapidly, driven by technological 

advancements, shifting regulations, and the growing urgency of the energy 

transition. However, this fast-paced growth also introduces significant uncertainty, 

with dynamics varying widely across technologies, regions, and stages of 
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development. 

Renewable energy projects require navigating complex regulatory and licensing 

frameworks, which differ by country and technology. Companies with established 

operations in a region benefit from avoiding the costly learning curves associated 

with new markets. Strategic site selection is crucial, as renewable energy output 

depends heavily on meteorological conditions.  

Onshore wind, a mature segment in Europe and North America, is increasingly 

constrained by market saturation and limited land availability.These challenges 

have tightened competition, reduced margins, and slowed growth. Future 

opportunities for onshore wind are expected to come from repowering existing sites 

with upgraded turbines rather than new developments. Additionally, emerging 

markets like LATAM and APAC offer higher growth potential but carry increased 

risks. EDPR faces growth limitations in developed regions but has opportunities to 

selectively expand in emerging markets, particularly LATAM. 

(figure 5) 

Solar power is positioned to outpace onshore wind as the leading driver of growth 

in the renewable energy sector. Its scalability, declining costs, and improving 

efficiency make it particularly attractive in high-sunlight regions such as LATAM 

and APAC. Advances in battery storage are addressing intermittency issues, 

further enhancing solar’s reliability and competitiveness. For EDPR, solar 

represents a strategic pivot, with its pipeline reflecting a shift toward solar as the 

primary growth engine. Over the long term, solar is expected to surpass wind 

energy in installed capacity and revenue contribution. 

(figure 6) 

Offshore wind is a high-potential segment that has gained significant momentum 

in recent years. It offers advantages such as higher load factors, stronger and more 

consistent wind speeds, and minimal land-use conflicts. However, offshore wind 

also faces notable challenges, including high development costs, supply chain 

disruptions, and political uncertainty, particularly in the U.S., where regulatory risks 

are elevated. McKinsey’s "Offshore Wind: Strategies for Uncertain Times" 

highlights these pressures, emphasizing the impact of rising raw material costs on 

project economics, especially in Europe and North America. Offshore wind under 

EDPR will be considered upside potential in our model, while investments through 

Ocean Winds, its 50-50 joint venture with ENGIE, will be fully modeled. Ocean 

Winds currently manages 1.5 GW of operational capacity, 1.9 GW under 

construction, and 15.1 GW in development. A key milestone was achieved with the 

installation of the first turbine at the 882 MW Moray West offshore wind farm in 

Scotland. Expected to be fully operational by 2025, this project will supply energy 

to 1.3 million homes and contribute significantly to Scotland's Net Zero goals. 
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Storage and green hydrogen (H2) are emerging technologies that have the 

potential to revolutionize the renewable energy sector. Energy storage systems, 

such as advanced batteries, address the intermittency of renewables by storing 

excess energy produced during peak generation and releasing it when production 

is low or demand is high. Green hydrogen serves as a complementary storage 

solution by using surplus renewable electricity to split water into hydrogen and 

oxygen through electrolysis. The hydrogen can then be stored and converted back 

into electricity when needed or used as a fuel. Recognizing their long-term 

potential, EDPR has committed to integrating these technologies into its portfolio, 

with 0.7 GW of installed capacity in its pipeline, targeted for completion by 2026. 

As part of this effort, EDPR has commenced construction of its first standalone 

battery energy storage system (BESS) in Europe, the 100 MWh Harrington 

Franklin project in the UK, which is expected to be operational by 2025. 

Additionally, EDPR has partnered on a 50 MW battery facility in France, marking 

its third storage project in Europe and advancing its goal of achieving 500 MW of 

storage capacity by 2026.. 

Challenges: 

Besides the uncertainty surrounding renewables due to Trump’s recent election, 

the sector faces several additional challenges. The cost of renewable energy has 

solar now the most cost-effective sources. While this has boosted competitiveness, 

it has also compressed profit margins, raising concerns about profitability. 

Electricity prices, particularly in Europe, have been volatile, creating uncertainty for 

market players (figure 7). After a period of declining prices driven by the growing 

share of renewables and weak demand, recent trends indicate a reversal, with 

prices surging in late 2024. McKinsey's Global Energy Perspective highlights that 

while renewables are critical to the energy transition, supply chain disruptions, and 

the need for substantial capital investment add complexity and, as an exmaple, 

offshore wind, despite its potential, remains costly and technologically challenging. 

Low valuations for clean energy groups have added another layer of difficulty. 

Before Trump’s election, clean energy stocks, tracked by the S&P Global Clean 

Energy Index, had already fallen nearly 40% since July 2023, driven by high 

interest rates and political uncertainty but, according to the Financial Times, private 

equity firms like Brookfield and KKR are taking advantage of these low valuations 

to acquire renewable companies at bargain prices. With Trump’s election 

introducing further uncertainty, the sector’s market dynamics and valuations could 

face even greater pressure. 

Moreover, land availability has is also a significant barrier for onshore wind 

development. In key European markets like France, Germany, and Italy—where 

around 50% of the EU's renewable capacity is expected—meeting 2040 targets 
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would require an additional 23,000 to 35,000 square kilometers of land, equivalent 

to the size of Belgium. Regulations imposing minimum distances between wind 

turbines and settlements are a major constraint, particularly in Germany, where 

state-level rules exclude up to 60% of suitable land. Competing demands for land, 

including food and biomass production, further complicate expansion.  

 

FINANCIAL ANALYSIS & PROJECTIONS 

Core Drivers 

Revenue in renewable energy projects is fundamentally driven by installed 

capacity (IC), load factor (LF), and price, following the formula: Revenue = IC × LF 

× Days in a Year × Price. Installed capacity determines the maximum energy 

output, while the load factor reflects the efficiency of its utilization, accounting for 

factors like weather and operational efficiency. Price, whether market-based or 

contracted through PPAs, dictates the value of the energy produced.  

Installed Capacity 

At the beginning of 2023, EDPR set a target for an installed capacity of about 33 

GW by 2026, with plans to reach 50 GW by 2030. However, this goal now seems 

overly optimistic given the current market dynamics, the installed capacity as of 

September 2024, and the business plan for 2024-2026 (published in August 2024) 

(figure 11). Based on the latest guidance and assuming EDPR follows its business 

plan for onshore wind and solar PV, we forecast that EDPR’s installed capacity by 

2026 will be closer to 24 GW. 

The current Asset Based, as of September 2024, is composed by 16.8 GW of 

installed capacity, it is expected that by the end of 2024, about 72% are onshore 

wind projects and 28% solar projects. 

For the period 2024-2026, EDPR’s pipeline, including our estimates for asset 

rotations, is expected to result in approximately 2.5 GW of net additions per year 

and we estimate that around 50% of this capacity is already under construction. 

Looking ahead to the period 2027-2035, we forecast that EDPR’s installed 

capacity will reach approximately 38 GW by 2035, with a more conservative 

growth rate of 2 GW per year. This adjustment reflects the evolving market 

conditions, recent economic uncertainty, and policy shifts in key regions, aligning 

with the guidance provided for 2024-2026 but taking a more cautious approach for 

the longer term. 

McKinsey’s studies forecast a CAGR of 12% for the solar market and 10% for the 

wind market over the period 2023-2040. While these growth rates represent optimistic 
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industry expectations, our projections account for regional factors, market maturity, 

and recent events.  

The forecast growth rate of Installed Capacity for the 2027-20235 period for 

onshore wind energy in North America and Europe is projected to be around 1% 

annually. This is primarily because the onshore wind technology market, in this 

region, is very mature, and much of the best land for wind farms has already been 

developed. Land availability remains a significant challenge in both regions, 

limiting the opportunities for further rapid expansion. For South America, we 

project slightly faster growth rates due to the region’s untapped potential and the 

significant opportunities available.  However, it is also a higher-risk market, with 

challenges such as delays in projects like those in Colombia. As a result, we expect 

the CAGR for 2027-2035 to be around 5%. 

In contrast, we believe that the installed capacity of solar power will continue to 

grow rapidly. The combination of favourable policies, declining costs, and the 

scalability of solar installations will ensure that it leads the energy transition over 

the next decade. We expect particularly strong growth in North America and 

Europe, especially because these regions are starting from a smaller base. 

Although the majority of EDPR’s installed capacity is currently in wind projects, 

their pipeline for 2024-2026 is expected to be more than 80% solar. There is a 

clear shift (figure 13), and our projections for 2027-2035 indicate that 85% of the 2 

GW per year in new capacity will be for solar projects (figure 11). 

Our forecasts are a 12% CAGR for the installed capacity for the period 2027 to 

2035 for Europe and 9% for North America. The slightly lower growth rate for North 

America compared to Europe reflects the recent events and uncertainties 

surrounding renewables in the U.S. For APAC and LATAM, we project a 6% CAGR 

for both regions. While these markets have significant potential, we believe EDPR 

will continue to focus on its core markets—the U.S. and Europe—due to the higher 

risks associated with LATAM and APAC despite their growth opportunities. EDPR 

Focuses on low risk markets, about 90% of the asset base is in Europe and North 

America and we expected the evolution of the company to be this way (figure 12) 

On Offshore Wind, Although EDPR has around 300 MW of installed offshore wind 

capacity and plans to increase this in the future, we will not model offshore wind 

directly in EDPR’s projections. Instead, we will account for it through Ocean Winds, 

EDPR’s joint venture for offshore wind development. 

Offshore wind has been seen as a promising solution for clean energy, 

particularly in regions like Europe and North America, where there is strong policy 

support and growth potential. Offshore wind overcomes the issue of land 

availability that onshore wind faces, offering a more scalable solution in coastal 
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areas. However, there is significant uncertainty surrounding offshore wind. Recent 

disruptions and delays in the supply chain, along with political factors—including 

Trump’s opposition to offshore wind—have raised concerns about the pace and 

feasibility of scaling up offshore projects. As a result, while offshore wind remains 

a strategic focus, the risks and delays make it difficult to include in EDPR’s model 

at this stage. 

Energy Storage and Hydrogen (H2): To complement its renewable generation, 

EDPR plans to make significant investments in energy storage systems, 

particularly battery energy storage systems (BESS). These systems will be crucial 

in balancing the intermittency of wind and solar, improving grid stability, and 

ensuring a consistent energy supply. Additionally, EDPR is positioning itself to be 

a leader in the development of green hydrogen (H2) technologies. By integrating 

H2 production with renewable energy, EDPR can leverage excess renewable 

capacity, particularly during periods of low electricity demand, to produce hydrogen 

for future use. 

It is assumed that the installed capacity for all technologies will decline by 1% per 

year due to factors like the aging of materials, wear from prolonged use, and the 

natural decrease in efficiency of equipment over time. 

We factored in the impact of Trump’s re-election by setting a target of 2GW per 

year for net capacity additions that translates to a slower pace than what was 

projected for this market at the beginning of the year and in past forecasts. We 

assume that growth is divided equally between Europe and North America, 

reflecting slower expansion in the U.S. due to its larger existing asset base, while 

historically, North America has received slightly more investment than Europe. 

Despite Trump's lack of support for renewables, we do not anticipate a significant 

negative impact on the sector. During his first term, the U.S. renewable energy 

industry experienced strong growth, particularly in Republican-led states, where 

clean energy investments created jobs, supported economic growth, and provided 

substantial benefits to local communities through landowner income and property 

taxes. These benefits, along with the momentum generated by the Inflation 

Reduction Act, make it unlikely that major cuts to renewable incentives will occur. 

The green transition is inevitable, so renewables in the U.S. will undoubtedly 

continue to grow, although potentially at a slower pace. 

Regarding EDPR’s Asset Rotation Strategy, for 2024, we have assumed the asset 

rotation gains reported through September 2024 will reflect the full year. For 2025 

and 2026, asset rotation has been modeled based on EDPR's guidance of €0.3 

billion in annual gains from asset rotation during the 2024–2026 period (refer to 

Appendix 1). Beyond 2026, we forecast only net capacity additions, as projecting 

asset rotation with precision becomes increasingly challenging. This is due to 
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limited visibility on EDPR’s strategy post-2026, coupled with uncertainties in 

market dynamics. 

Load Factor 

The load factor shows how efficiently a renewable energy system generates 

electricity compared to its maximum potential. It’s essentially the percentage of 

energy actually produced versus what could have been produced if the system ran 

at full capacity all the time. 

Historically, EDPR focused mainly on wind energy, and before the company 

expanded into solar, its onshore wind projects had load factors of around 28% in 

Europe, 36% in North America, and 40% in South America. So these were the 

values we used in our model for the production of electricity from onshore wind. 

The historical load factor has been relatively stable, though with slight increases 

over time with technological improvements or slight decreases due to unexpected 

weather conditions like the El Niño effect in North America.  

The load factor for solar PV systems is generally lower due to the intermittent 

nature of sunlight. In the APAC region, specifically in Vietnam and Singapore, the 

load factor is historically around 18%. This value is lower than in other regions 

where EDPR operates due to factors such as higher levels of cloud cover, air 

pollution, and the geographical positioning of these countries. This load factor 

reflects EDPR’s historical values in the APAC region, where solar technology has 

been the only focus. However, given that regions like Europe, North America, and 

South America have higher PVout values (Figure 17)—indicating more consistent 

solar resource availability (around 4-4.5 in these regions, compared to 3.5 in 

Vietnam and Singapore)—we project the load factor for solar PV in these areas to 

be closer to 22%, due to the generally more stable sunlight conditions compared 

to APAC 

Offshore wind typically has the highest load factor due to the stronger and more 

consistent winds at sea. EDPR’s joint venture, Ocean Winds, is projected to benefit 

from a load factor of around 45%, as per the 2022 Cost of Wind Energy Review. 

It is assumed that the load factor for all technologies will decrease by 1% per year 

due to factors like the aging of materials, wear from prolonged use, and the natural 

decline in efficiency of equipment over time. 

 

Price  

The risk to EDPR’s future cash flows is mitigated, as 90% of its projected energy 

production is already secured through long-term Power Purchase Agreements 

(PPAs) or hedging strategies. This provides a solid foundation for the pipeline’s 

Figure 15: Mean Wind Speed 

Source: World Bank 

Figure 17: Photovoltaic Power 
Potential across the globe 

Source: World Bank 

Figure 16: Wind Power Density Potential 

Source: World Bank 

Figure 14: Average Load Factor per 
Technology 

33%             22% 

Source: EDPR, Team Estimates 
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cash flow projections. For simplicity, we assume that energy prices will rise in line 

with inflation, which we estimate at 2%, given recent developments pointing to a 

favorable market outlook. While earlier price prospects were subdued, current 

market trends indicate a positive shift. In Iberia, forward prices for electricity from 

May 2024 to October 2024 increased from €55 to €62 per MWh, driven by rising 

demand and improving market conditions. Similarly, in the U.S., PJM capacity 

auction prices for the 2024/25 to 2025/26 period surged dramatically from $29 to 

$270 per MW-day, reflecting tightening capacity and a more favorable market 

environment. In Brazil, forward prices from May to October 2024 rose from R$173 

to R$184 per MWh, showing a positive trend in the Latin American market as well. 

These price movements signal increasing pricing power and robust market 

fundamentals, complementing EDPR’s strategy of securing long-term contracts 

with key players like Google, Microsoft, and Bloomberg, which further bolster 

revenue stability and support long-term growth projections despite broader market 

challenges. 

We assumed that, for 2024, onshore wind was 34% more expensive than solar 

energy, based on historical data and differences in PPA prices between 

technologies. In Q2 2024, PPA prices for wind in Europe averaged $92/MWh, 

compared to $70/MWh for solar. Similarly, in North America, PPA prices were 

approximately $60/MWh for wind and $50/MWh for solar. 

Operational Efficiency 

In the September 2024 results presentation, EDPR reported an OPEX of €36.6k 

per MW, reflecting a 7% decline since September 2023. This improvement is 

attributed to cost efficiencies driven by global synergies, digitalization, and a 3% 

reduction in headcount. For our model, we applied a 5% premium to this figure for 

wind installations and a 20% reduction for solar installations, reflecting the distinct 

operational characteristics of each technology. For the asset base, where 

installations are aggregated, we maintained the same OPEX value as the current 

figure.  

This gives us an EBITDA margin between 75% and 85% for the forecasted period. 

This margin is considerably high due to the substantial capex and maintenance 

capex costs associated with this industry 

CAPEX 

Solar PV: 

To model the CAPEX for Solar PV, we used Solaria, a Spanish renewable energy 

company focused on solar projects, as a base. Solaria focuses on utility-scale solar 

projects and has maintained competitive CAPEX levels, with a reported €0.36 
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Figure 18: Price Evolution per 
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million per MW in 2024. Their low CAPEX is driven by standardized designs, 

component uniformity, and economies of scale. However, Solaria's reported 

CAPEX may not fully capture all costs, potentially underestimating the true 

investment due to factors like excluded development and financing costs, 

underreported indirect costs, and differences in accounting practices. 

While EDPR also benefits from economies of scale and In House Expertise, we 

estimate its CAPEX per MW for solar to be around €0.5 million. This higher figure 

is assumed conservatively, aiming to include all costs end to end in the process, 

ensuring a more comprehensive estimate. 

For the purpose of our analysis, we will assume the same CAPEX for both Utility-

Scale and Distributed Generation (DG) projects, as most of EDPR’s solar capacity 

is focused on utility-scale installations. These large-scale projects deliver electricity 

for the wholesale market (large scale buyers that then distribute to the end 

customer) and there are connected to the high-voltage transmission gride. In 

contrast, Distributed Generation (DG) involves smaller systems, like rooftop solar, 

that generate power close to the point of use, serving individual buildings or 

communities. While utility-scale projects are more capital-intensive, they benefit 

from a lower CAPEX per MW due to their scale and streamlined designs. 

Between 2024 and 2026, EDPR expects to install approximately 6 GW of Utility-

Scale solar capacity across Europe, North America, and South America (2.5 GW 

in Europe, 2.9 GW in North America, and 0.5 GW in South America). In addition, 

EDPR plans to install around 1 GW of DG capacity in North America (0.3 GW) and 

Asia-Pacific (0.8 GW). 

Onshore Wind:  

According to the 2022 Cost of Wind Energy Review, the CAPEX/MW for onshore 

wind projects is 1.6M€, with 55% allocated to turbines, 30% to the Balance of 

System (BoS), and 15% to soft costs. 

We expect a 20% reduction in CAPEX due to economies of scale as onshore wind 

projects increase in size. Several factors contribute to these savings: Bulk 

purchasing of turbines and components allows for lower per-unit costs through 

larger orders; Improved logistics and better utilization of transport equipment 

reduce transportation and installation expenses; Development costs, such as 

permitting and infrastructure (roads, foundations), are spread across a larger 

capacity, lowering the per-MW cost. 

As EDPR scales up its projects, these efficiencies, combined with their operational 

experience and established supply chain, make a 20% cost reduction reasonable. 

So we assumed the Capex to be 1.3 million euros per MW for onshore wind 

projects. 

Source: 2022 Cost of Wind Energy Review,
Team estimates

55%

30%

15% Soft Costs Enginnering and Design, 

Regulatory Compliance, Project Development
cost, etc.
BoS (Balance of System):  Electrical 

Infrastructure, Access Roads, etc.

Turbine

€1.3M/MW

Figure 21: CAPEX wind turbine 
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Other general assumptions about the Capex: 

For simplicity, we assume constant CapEx for each technology across all years. 

On one hand, CapEx could decrease due to efficiencies in installation, technology 

improvements, and lower material costs. On the other hand, inflation and potential 

supply chain pressures could lead to higher costs. To simplify the valuation, we 

also assume that the entire CapEx is invested in the first year of each project. 

For the pipeline projects scheduled between 2024 and 2026, we assume 

maintenance CapEx will represent 2% of the initial CapEx for wind projects and 

1% of the initial CapEx for solar projects. These assumptions are aligned with 

industry benchmarks for ongoing maintenance costs as a percentage of the initial 

investment. 

For pipeline projects expected between 2027 and 2035, maintenance CapEx is 

assumed to equal the annual depreciation. This approach results in higher 

maintenance CapEx compared to the percentages applied to the 2024–2026 

pipeline, aligning with the perpetual nature of these projects and their anticipated 

lifecycle needs. It reflects the increased long-term capital requirements for 

perpetually operating assets, incorporating costs associated with repair, 

repowering, and other sustaining capital expenditures. 

Depreciation 

We assume a useful life of 30 years for the assets, with straight-line depreciation 

applied annually. The asset value is calculated as the installed capacity (MW) 

multiplied by the estimated capital expenditure (Capex) per MW. For the existing 

asset base, the average Capex per MW is assumed to be approximately €1.2 

million. Depreciation for these assets is determined by dividing their remaining 

book value by the 21 years left in their useful life. 

 

VALUATION 

SOTP Approach 

Free Cash Flow to the Firm: A Sussem-of-the-Parts Approach (SoP) 

Our valuation approach employs a Sum-of-the-Parts (SOTP) methodology, 

separating EDPR’s existing asset base from its future pipeline of projects. While 

this segmentation does not reflect distinct business units within the company, it 

accounts for the varying risk profiles and levels of uncertainty associated with 

operational assets versus development-stage projects. This approach allows us to 

capture the different investment risks across EDPR's portfolio, providing a more 

Figure 23: EV and equity Value at  
31-Dec-2025 

Sources: Team estimates 
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accurate valuation. The company is valued by assessing its current asset base, 

future installations, and the contributions from the Ocean Winds project. We apply 

different WACCs for each part of the business, as the pipeline represents higher 

risk and uncertainty compared to the asset base, which is largely stable and will 

continue to produce predictable cash flows regardless of market conditions. 

(Refer to appendix 5) 

 

Valuation of the Current Asset Base (Installed until September 2024): 

We began by performing a Discounted Cash Flow (DCF) analysis for the 

company's current asset base, which consists of all installations up to September 

2024. In this scenario, we assumed that no additional assets would be installed 

after this date. This allows us to calculate how much the company would be worth 

if it were to stop growing, focusing only on the cash flows generated by the existing 

assets. 

The current asset base has an average remaining life of 21 years, based on the 

average operational lifetime of its assets. These cash flows are discounted over 

the remaining life of the as sets, providing an EV for the existing portfolio. This 

value represents the contribution from the current installed capacity, excluding any 

potential future growth from new installations. 

Valuing the asset base separately from future installations highlights the stability 

of its cash flows, which involve less risk compared to new projects. Around 65% of 

EDPR’s enterprise value (EV) comes from the asset base, valued 15.9 billion 

euros, or approximately €1 million per MW. This provides a clear picture of the 

company’s current value, supported by predictable and stable cash flows. 

 (Refer to appendix 5) 

 

 

Valuation of Installations After September 2024 and Up to 2026 

Next, we performed a DCF analysis for the installations expected to be completed 

after September 2024 and before the end of 2026, based on EDPR’s business plan 

and our assumptions regarding asset rotation. For these projects, we projected the 

future cash flows generated by the new assets until the end of their operational life, 

which we assumed to be 30 years after installation, for both solar and onshore 

wind projects.  

This segment carries higher risk and uncertainty compared to the asset base, 

reflected in its higher WACC. However, with approximately half of the capacity 

already under construction and nearing operation, the risks are partially mitigated 

Figure 24: Valuation Asset Base 

*Ocean wins not included 

Figure 25: Valuation Pipeline  

*Ocean wins not included 
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This valuation captures the contribution of the new assets up to 2026, based on 

EDPR’s strategic objectives. 

(Refer to appendix 5) 

 

Valuation of Installations from 2027 to 2035 and terminal value 

For projects expected to come live between 2027 and 2035, we used a similar DCF 

methodology but tailored to our assumptions of what will be the business plan for 

this period. These installations are more distant, so we accounted for higher 

uncertainty, including market and regulatory risks, and applied an appropriate cost 

of equity for this longer-term horizon. 

We assume 2035 as the final year for new installations, consistent with typical 

investor horizons of 10–20 years. Beyond 2035, forecasting becomes increasingly 

speculative, particularly in the renewables industry, where market conditions and 

technological advancements are evolving rapidly. While the company is expected 

to continue generating cash flows well beyond 2035, we simplify our model by 

assuming no further cash flows from new installations after that year. 

To capture the value of the company as an ongoing concern, we assume that the 

assets installed between 2027 and 2035 will generate perpetual cash flows. While 

this simplifying assumption may appear aggressive, it is justified by the reality that 

the operational life of these assets would extend to approximately 2060. Given the 

significant discounting effect over such a long horizon, the present value of cash 

flows far into the future becomes immaterial. 

Additionally, we adjusted maintenance CapEx assumptions for the 2027–2035 

pipeline and terminal value. For this period, maintenance CapEx per MW is higher 

than in the pipeline from 2024 to 2026 as we set it equal to the annual depreciation, 

reflecting the need for higher sustaining capital expenditures, such as repairs and 

repowering, to support the perpetual operation of these assets. 

(Refer to appendix 5) 

 

Ocean Winds – 50/50 joint venture  

Ocean Winds has a portfolio of projects, the majority of which are under 

development or construction, with a smaller proportion already operational. For 

valuation purposes, we assessed each project individually but applied a uniform 

WACC across all projects for simplification. 

In terms of CapEx, we utilized data from the 2022 Cost of Wind Energy Review. 

According to the report, the CapEx per MW is €4.2M for fixed-bottom offshore 

projects (35% turbines, 45% Balance of System (BoS), 20% financial CapEx) and 

*Ocean wins not included 

Figure 26: Valuation Pipeline & TV 

Figure 27: Valuation Ocean Winds 
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€5.5M for floating offshore projects (30% turbines, 55% BoS, 15% financial 

CapEx). To account for economies of scale, we assumed a 20% reduction in 

CapEx costs for both fixed-bottom and floating projects, reflecting cost efficiencies  

such as optimized use of infrastructure, reduced grid connection and permitting 

expenses, and improved financing terms. This results in an estimated CapEx of 

€3.3M/MW for fixed-bottom projects and €4.2M/MW for floating projects. 

45% for both fixed-bottom and floating projects. Operating expenses (OpEx) were 

assumed at €0.08M/MW for fixed-bottom and €0.06M/MW for floating projects. We 

set the starting power prices at €89/MWh for fixed-bottom and €139/MWh for 

floating projects in 2024, with prices growing in line with inflation thereafter. 

Depreciation is calculated on a straight-line basis over a 25-year asset life. The tax 

rate and interest rate applied are consistent with those of EDPR. 

For simplicity, projects are grouped for valuation purposes based on their 

completion year and type (fixed-bottom or floating). Projects currently under 

construction are valued separately. These assumptions allow us to model Ocean 

Winds' portfolio with reasonable precision while maintaining clarity and consistency 

in the valuation approach. 

Through this valuation methodology, we calculated the EV for Ocean Winds to be 

€8.9bn However, estimating the Net Debt proved challenging as Ocean Winds is 

a private company, and no detailed debt information is publicly available. To 

address this, we assumed that 80% of each project's CapEx is financed through 

debt. Starting in 2020, we calculated the debt for each year by adding the financing 

required for new projects and assumed no repayment of debt during this period. 

By 2025, the total debt was adjusted for this assumption, and we estimated the Net 

Debt as 80% of the total outstanding debt in 2025. 

We arrived at a Net Debt value of €6.5bn and an Equity Value of €2.3bn, but only 

half attributable to EDPR (€1.2bn).  

(Refer to Appendix 6) 

 

 

 

 

 

 

 

 

 

Figure 29: OW Projects Assumptions 

Sources: Team estimates based on the 2022 
Cos of Wind Energy Review 

Figure 28: Ocean Winds Capacity 

Sources: Ocean Winds 
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APPENDIX 

APPENDIX 1 
 
Operating Data per Technology and Region 
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Operating Data per Segment (Asset Base, Pipelines) 

 

 

 
 
 
Asset Rotation 
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APPENDIX 2  
 
Income Statement (EDPR and Regional)  

 
Additional assumptions about the income statement: 

Share of Profits from Associates: We assume this represents 50% of Ocean Wind’s profit, reflecting 

EDPR’s ownership and profit-sharing structure. 

Non-Controlling Interest: This is calculated as a percentage of the profit for the year. We applied a moving 

average of the past 3 years, as the values have been relatively stable, hovering around 25-30%. 

Net Profit (Equity Holders of EDPR): The remining Profit for EDPR shareholders after Non-controlling 

interests. 

Institutional Partnership in the US:  

a) Production Tax Credits (PTCs) are assumed to provide €20 per MWh of energy produced for the first 10 

years of operation.  

b) Investment Tax Credit (ITC) is modeled as allowing 26% of the total capital expenditure (capex) to be 

deducted from pre-tax profit in the first year of the project, reducing the taxable income accordingly. 

 
 
 

 



22 
 

 

 

 
 
 
 
 
 
 
APPENDIX 3 

Reformulated Balance Sheet 

Additional assumptions about the Balance Sheet: 

Goodwill: classified as operating asset since it arises from acquisitions of businesses or portfolios, expanding 

operational capacity of the company. An average growth rate of the last 5 years was computed to estimate 

future growth. 

Accounts payable, accounts receivable and Inventory: estimated through and average of the last 5 years 

accounts payable turnover ratio, accounts receivable turnover ratio and inventory turnover, respectively. 

Investments in Joint Ventures, Institutional Partnerships and Equity Instruments: allows the company 
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to explore related business segments through partnerships, as offshore wind, and so classified as operating 

asset or operating liability, accordingly to its nature. 

Current Tax Assets: included in operating assets since majority is recovered in tax credits, as it happened in 

2023 due to abnormal high prices registered in 2022, expanding the tax base and leading to overpayments. 

An average growth rate of the last 5 years was computed to estimate future growth.  

Other liabilities and other payables: mainly include rents from lease contracts and derivative financial 

instruments used for hedging strategies mainly to manage fluctuations in energy prices, and so considered as 

operating liabilities. Assumed to be held constant. 

Operating Cash: assumed to be 2% of each year revenues and excess was registered as a negative 

financial liability. 

Growth rates over the last 5 year financial historic were computed for each remaining balance sheet element, 

and an average of those growth rates was used to forecast the upcoming years. 
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APPENDIX 4 

Cash-Flow, Net Debt, and Debt 

Additional assumptions: 

Net Interest Paid: We assume a 4% interest rate on debt. 

Dividends paid to shareholders: We assume a payout ratio of 30%, based on EDPR’s guidance of 30-50%. 

However, given that the actual payout has remained below 30% in recent years, we adopt a conservative 

assumption of a constant 30% payout ratio going forward. 

Debt Breakdown and Net Debt: We calculated the change in net debt and calculate net debt accordingly. 

Historically, net debt has represented approximately 80% of total debt, a ratio we assume will remain stable in 

the future. Based on this, total debt is derived by dividing net debt by 80%. For the debt breakdown, we 

observe that the values have remained relatively stable over the past years. We applied a moving average of 

the last two years to calculate the percentages annually, which results in long-term debt at 82% and short-

term debt at 18% of total debt. Cash is then derived as the difference between total debt and net debt, which 

is equivalent to 20% of total debt. 
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APPENDIX 5 

 
Free Cash Flow for the Firm – by Segment 

 

 
 

 
 

 
 
 
 
 
 

 

 

APPENDIX 6 

Ocean Winds – Financials, Projects, Valuation and Assumptions  
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