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Abstract  
 

This thesis evaluates Encavis AG, a leading European renewable energy producer, using 

Discounted Cash Flow (DCF) and relative valuation methods. The analysis incorporates 

industry benchmarks, financial trends, and macroeconomic forecasts to determine the 

company's intrinsic value. Sensitivity analysis highlights the model's dependence on 

assumptions, particularly the Weighted Average Cost of Capital and terminal growth rates. The 

DCF valuation suggests a share price of €17.29, aligned with market expectations, while 

relative valuation offers a range from €13.98 to €21.48. The findings support a hold 

recommendation, reflecting limited upside potential amid competitive pressures and stable 

growth prospects. 
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List of Acronyms 

 
CAGR - Compound Annual Growth Rate 

CAPEX - Capital Expenditure 

CCA – Comparable Company Analysis 

CCC – Cash Conversion Cycle 
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COO – Chief Operating Officer 

DCF - Discounted Cash Flow 

DIO – Days Inventory Outstanding 

DPO – Days Payables Outstanding 

DSO – Days Sales Outstanding 

EBITDA - Earnings Before Interest, Taxes, Depreciation, and Amortization 

EIA - Energy Information Administration 

EV - Enterprise Value 

FiT - Feed-in Tariff 

GW - Gigawatt 

IEA - International Energy Agency 

IPP - Independent Power Producer 

LCOE - Levelized Cost of Energy 

MW - Megawatt 

NWC - Net Working Capital 

OPEX - Operational Expenses 

P/E - Price-to-Earnings Ratio 

PPA - Power Purchase Agreement 
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PPE - Property, Plant, and Equipment 

PV – Photovoltaic 

PV – Present Value 

ROA - Return on Assets 

ROE - Return on Equity 

ROIC - Return on Invested Capital 

RONIC - Return on New Invested Capital 

RR - Reinvestment Rate 

RTB – Ready-to-build 

UNFCCC - United Nations Framework Convention on Climate Change 

WACC - Weighted Average Cost of Capital  
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1 Company Analysis 

1.1 Company overview 

Encavis AG is a German independent power producer (IPP), specializing in the acquisition and 

operation of onshore wind and solar PV parks. The Hamburg, Germany-based company’s 

origins date back to 1998 when it was founded as CHORUS Group. In 2017, after Capital Stage 

AG and CHORUS Clean Energy AG combined into one entity, the company was renamed as 

Encavis. Listed on the MDAX stock exchange, the company focuses on generating electricity 

from renewable sources and selling it through long-term contracts. (Encavis AG 2024) 

With a total installed capacity of 2.2 GW, the company currently operates over 300 renewable 

energy generating units, containing more than 200 solar parks and 90 wind farms. Encavis’s 

strategic focus on renewable energy generation aligns with the global sustainability efforts, 

offering both environmental and economic benefits. Encavis AG is the head of the Encavis 

group that consists of more than 300 subsidiaries. (Encavis AG 2024) 

1.2 Geographical presence 

The company’s operations are located in twelve different countries across Western Europe. 

Encavis’s management has strategically selected this region for the political stability and 

reliable regulatory frameworks, which support renewable energy expansion. This approach 

helps Encavis to mitigate country and operating risk. However, it also limits the company’s 

ability to enter underdeveloped markets with possibly higher growth potentials. As a result, the 

company faces severe competition in mature markets, which could affect future growth and 

returns to shareholders. To address this challenge, the company may consider exploring 

emerging markets in the long run to exploit underutilized renewable energy potential. (Encavis 

AG 2024) 
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Figure 1: Encavis geographical footprint by installed capacity 

Source: Figure retrieved from Encavis Factbook 2023 

 

In financial terms, the three most significant countries are Germany, Italy and Spain, accounting 

for more than 60% of revenues and assets. (Encavis AG 2024) (Appendix 1) 

1.3 Management and Shareholder Structure 

The Board of Directors at Encavis AG ensures the company operates effectively, ethically, and 

in alignment with strategic objectives. It provides oversight and guidance, monitoring 

management activities to maintain compliance with corporate goals and regulatory 

requirements. (Encavis AG 2024) 

The Management Board, comprising Dr. Christoph Husmann (CFO) and Mario Schirru (CIO), 

jointly oversees the company’s operations, ensuring efficient execution of its business strategy. 

(Encavis AG 2024) (Appendix 2) 

The Supervisory Board, consisting of nine members, plays a critical role in governance and 

strategic oversight. It has established two specialized committees, with each chairman regularly 

reporting on their activities. (Encavis AG 2024) (Appendix 3) 

Key responsibilities of the board include evaluating and improving the Internal Control System 

(ICS) to ensure operational and financial integrity, risk management, and compliance. It 

monitors business processes, financial reporting, and regulatory adherence while supporting 

staff development through regular training. (Encavis AG 2024) 
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Encavis’s shareholder structure exhibits the presence of strong and long-term institutional 

investors. Majority of the shares are categorized as free float, with the remainder held by a 

group of core investors, including German individuals, and investment and asset management 

companies.  This structure helps serve the high interest of anchor investors, while maintaining 

the rest for foundational shareholders to increase stability. (Encavis AG 2024) (Appendix 4) 

As of September 30, 2024, the company’s shares amounted to 161.72 million with a share price 

of 17.40, resulting in a market capitalization of €2.78 billion. (Encavis AG 2024) 

1.4 Key operating metrics 

Encavis achieved consistent revenue growth, driven by increased electricity generation, over 

the previous five years, except for 2023 due to lower prices and reduced production. Revenue 

and electricity generation have both surged substantially, with an 11.0% and 14.2% CAGR, 

respectively, between 2019 and 2023. Electricity production was boosted by constant 

investments in the balance sheet, especially in property, plant, and equipment (PPE), that 

primarily comprise power generation installations. As displayed below, the consistent revenue 

growth was attained at the expense of profitability, as the EBITDA margin shrank from 79% to 

69% between 2019 and 2023. (Encavis AG 2024) 

 
Figure 2: Encavis key operating metrics 

Source:Encavis 2023 Annual Report, Own Analysis 

1.5 Business Model 

The business model of Encavis is centered around the acquisition and operation of ground 

mounted PV (photovoltaic) and onshore wind parks. Besides the core business, the company 

engages in asset management and offers services as part of its operations. The company’s 
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business can be categorized into five main parts: solar parks, wind parks, service, asset 

management and administration. (Encavis AG 2024)  

Segment Key Focus 
Revenue 

Drivers 
Risk Management 

Contribution 

to Revenue 

(%) 

Solar PV and 

Wind Parks 

Acquisition and 

operation of solar 

PV and wind 

parks 

FiTs and 

PPAs 

Long-term, stable 

contracts, 

minimal disruption 

and limited currency 

risk, acquisition of 

RTB projects 

 

 

66% + 22% 

Service 

Monitoring and 

maintaining 

renewable energy 

plants 

Service fees 

from 

maintenance 

contracts 

Services provided 

locally by specialized 

teams, using cutting 

edge technology 

 

 

9% 

Asset 

Management 

Managing 

renewable energy 

assets for third 

parties 

Management 

fees from 

institutional 

clients 

Focuses on 

institutional-grade 

assets with low risks 

 

 

2% 

Administration 

Managing 

administrative 

transactions for 

the group 

   

1% 

Figure 3: Encavis’s business segments 

Source:Encavis 2023 Annual Report, Own Analysis 

1.6 Strategy 

Encavis is dedicated to driving the ongoing energy transition, and as one of the most prominent 

IPPs of the region the company takes on the responsibility to provide electricity from renewable 

sources. In line with this mission, Encavis has launched the “Accelerated Growth Strategy 

2027”, reaffirming its full dedication to this ambitious goal. To leverage the optimal 

combination of client potential, asset base, and favorable political environment the strategy will 

focus on five core markets: Germany, Italy, Spain, the Netherlands, and Denmark. While 

Encavis intends to sustain operations in its non-core markets with limited offerings, it does not 
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plan to expand into new countries for the time being. The investment strategy will remain 

concentrated on solar and wind power generation installations, with rooftop systems and storage 

solutions forming a country specific complement. (Encavis AG 2024) 

Recently, Encavis has uplifted its strategic target, raising the objective for installed capacity 

from 2.2 GW to 7 GW, exceeding the previously set goal of 5.8 GW. The new target became 

achievable through a partnership with KKR & Viessmann, which eliminates funding barriers 

and offers strategic support to assist the attainment of the expanded target. The company plans 

to invest over €3 billion by the end of 2027 in order to achieve the new ambitious goal. 

To finance the expansion, Encavis aims to borrow at holding level, refinance existing parks, 

sell minority stakes of up to 49%, and collaborate with equity partners. (Encavis AG 2024) 

1.7 Historical Analysis 

This section aims to analyze the historical financial and operational performance of Encavis. In 

order to obtain valuable insights and draw meaningful conclusions the metrics are benchmarked 

against the sector. For this purpose, seven peers were carefully selected to ensure operational 

and financial similarity. The sector comparison is based on the median values of these 

comparable companies. (Appendix 5) 

1.7.1 Return 

Encavis’s ability to generate returns is evaluated using three key metrics: Return on Invested 

Capital (ROIC), Return on Assets (ROA), and Return on Equity (ROE). These metrics provide 

insights into the company’s operational efficiency and financial performance. 

ROIC reflects Encavis’s efficiency in generating operational returns through effective capital 

utilization. Over the analyzed period: 

 Remained relatively stable between 1.7% to 2.9%, while constantly underperforming 

the sector between 2017 and 2023. 
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ROA measures how effectively the company utilizes its assets to generate returns. Due to the 

inherently capital-intensive nature of the renewable energy sector, ROA has remained stable 

yet comparatively lower than in other industries: 

 Ranged between 0.4 - 2.6% from 2017 to 2023, slightly underperforming the sector 

median and reflecting inefficient use of PPE relative to its peers. 

ROE indicates how effectively Encavis generates returns for its shareholders. The company 

has seen notable fluctuations in this metric: 

 ROE peaked at 11.8% in 2021, supported by strong revenue performance. 

 Dropped significantly to 6.3% in 2023, driven by a decline in net income rather than 

changes in equity. 

 
Figure 4: Encavis return metrics 

Source:LSEG Eikon, Own Analysis 

In conclusion, Encavis achieves returns on equity, assets, and invested capital that 

approximately align with industry benchmarks. 

1.7.2 Revenue and Profitability 

In the prior seven years, Encavis has exhibited double-digit growth for revenue, except for 2020 

and 2023: 

 Revenue growth declined to -3.6% in 2023, despite a 7% increase in energy production, 

due to significant price reductions in Germany, the Netherlands, and Spain. 

 Achieved a 13.2% revenue CAGR between 2017 and 2023, though this growth rate 

was lower than the sector average. 

The gross margin demonstrated sensitivity to energy price fluctuations: 

 Remained around 53.2% between 2017 and 2021, reflecting stable performance. 

 Increased to 66.6% in 2022, driven by higher energy prices across key markets. 
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 Declined to 59.1% in 2023, following significant price reductions in core markets 

The sector consistently maintained higher gross margins, indicating that Encavis faced 

challenges in managing costs compared to its peers. 

Encavis’s EBITDA margin followed a declining trend over the observed period, influenced 

by rising operational expenses: 

 Declined from 85.6% in 2017 to 71.9% in 2023, reflecting the impact of higher 

maintenance and development costs for solar and wind parks. 

 The reduction aligns with a broader sector trend, where the median EBITDA margin 

decreased by 9.2% during the same timeframe. 

Since revenues consistently increased, the shrinking EBITDA margin was caused by higher 

operational expenses, especially due to an increase in the cost for solar and wind parks. 

The profit margin exhibited notable fluctuations during the period: 

 Declined from 39.5% in 2017 to 29.5% in 2020, indicating operational inefficiencies. 

 Rebounded to 46.8% in 2022, supported by favorable energy prices. 

 Settled at 36.9% in 2023, suggesting increased pressure on operational efficiency. 

Compared to its peers, Encavis’s profit margin fluctuations were more pronounced, as the sector 

median remained within a narrower range of 35.6% - 42.4% throughout the period. 

Figure 5: Encavis profitability metrics 

Source:LSEG Eikon, Own Analysis 

1.7.3 Liquidity 

Liquidity analysis typically involves three key metrics: current, quick, and cash ratio. These 

ratios intend to assess the firm’s ability to meet its short-term obligations relative to its current 

activity parameters.  
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The current ratio measures the company's ability to cover its current liabilities with current 

assets, while the quick ratio refines this by excluding inventory and focusing on more liquid 

assets such as cash and receivables. (Nova School of Business and Economics, n.d.) 

 Encavis’s current and quick ratios remained above 1.0 throughout most of the observed 

period, except in 2022. 

 Both ratios align with industry standards, demonstrating the company’s capability to 

manage short-term liabilities effectively. 

The cash ratio offers a conservative perspective by considering only cash and cash equivalents 

relative to current liabilities. (Nova School of Business and Economics, n.d.) 

 Encavis’s cash ratio fluctuated between 0.5 and 0.7, with an outlier of 1.6 in 2021. 

 This metric assumes a highly conservative scenario, making the industry median a more 

practical benchmark. Encavis’s performance on this ratio aligns with sector norms. 

In conclusion, Encavis exhibited strong liquidity throughout the observed period, meeting 

short-term liabilities without holding excessive free cash. This balance reflects efficient capital 

management and alignment with industry benchmarks. 

Figure 6: Encavis liqduity ratios 
Source:LSEG Eikon, Own Analysis 

1.7.4 Cash Conversion Cycle 

Encavis demonstrated strong working capital efficiency over the 2017–2023 period, 

consistently outperforming the sector in receivables management, as reflected in its low Days 

Sales Outstanding (DSO). Its inventory management was similarly efficient, with Days 

Inventory Outstanding (DIO) remaining significantly below sector levels, highlighting its 

reliance on fixed assets rather than inventory-heavy operations. 
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However, Encavis’s Days Payables Outstanding (DPO) was consistently lower than the sector, 

indicating less reliance on supplier credit. This constrained its ability to optimize cash flow 

compared to peers. 

Encavis maintained a negative Cash Conversion Cycle (CCC) throughout the period, a 

characteristic that appears typical in the renewable energy sector. Given that a lower CCC 

signifies better cash flow management and less pressure on liquidity, Encavis’s consistently 

lower CCC compared to the sector reflects superior efficiency in managing its working capital 

and operational cash flow. 

 
Figure 7: Encavis cash conversion cycle 
Source:Annaul Reports, Own Analysis 

1.7.5 Capital Structure 

Before analyzing Encavis’s capital structure, it is important to note that there is no definitive 

benchmark for optimal debt levels. Financial theory suggests balancing risk and return, as debt 

provides tax savings and financial discipline but may lead to excessive risk-taking and pre-

bankruptcy costs. In practice, leverage is influenced by multiple factors. 

To assess Encavis’s leverage, two primary metrics are used: 

 Gearing Ratio: Net debt as a percentage of invested capital. 

 Debt-to-Equity (D/E) Ratio: Total debt relative to shareholders’ equity. 

Between 2017 and 2023, the following trends emerged: 

 The gearing ratio fell from 66.4% to 59.1%, indicating reduced leverage. 

 The D/E ratio dropped from 197.3% to 144.6%, slightly above the sector median. 

The debt-to-EBITDA ratio, reflecting debt relative to operational cash flows, improved 

significantly: 
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 It declined from 716.8% in 2017 to 505.5% in 2023, aligning with industry trends after 

2021. 

At first glance, Encavis’s debt level might seem excessive. However, the energy sector naturally 

supports higher leverage due to two key factors: 

1. Substantial asset bases serve as collateral, reducing borrowing costs. 

2. Stable cash flows from long-term PPAs and government-backed tariffs mitigate market 

risks. 

An additional factor is Encavis’s institutional ownership, exceeding 75%. Institutional investors 

typically favor debt-financed growth, aligning with Encavis’s strategy. 

In conclusion, Encavis’s capital structure aligns with industry norms, driven by its stable 

revenue streams—over 90% of revenues are secured through FiTs and PPAs—and institutional 

investor influence. While its leverage remains slightly above sector averages, these factors 

justify its capital structure within the energy sector. 

Figure 8: Encavis capital structure metrics 
Source:Encavis LSEG Eikon, Own Analysis 

2 Industry 

The energy industry covers all activities related to the production, distribution and consumption 

of energy, which has traditionally been dominated by fossil fuels. However, in the past few 

years, the global shift towards renewable energy sources, driven by climate goals and 

sustainability concerns, has given a significant role to renewable energy. This industry is 

increasingly competitive against conventional fuels thanks to supportive policies, technological 

advancements, and cost reductions. 
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The subsequent part provides a comprehensive examination of the energy sector, in which 

Encavis operates by focusing on market trends and European outlook. 

2.1 Renewable Energy Frameworks  

The energy industry currently is characterized by substantial transformation due to global 

efforts to achieve decarbonization and zero emission. A key element of this transition is the 

renewable energy sector, which serves as a low-cost sustainable substitute for fossil fuels. To 

boost this transition, international agreements and policy frameworks, such as the Paris 

Agreement and the Net Zero Emissions (NZE) by 2050 Scenario, have been developed.  

The Paris Agreement is a global, legally binding pact that aims to hold global warming lower 

than 2°C, ideally to 1.5°C. This treaty, which has been signed by nearly every country, 

establishes a framework for monetary, technical, and capacity-building support for countries 

requiring assistance. (UNFCCC 2024) 

The NZE by 2050 represents a global commitment to eliminate greenhouse gas emissions by 

transitioning from conventional to renewable energy sources in the coming decades. This policy 

requires radical changes and the exponential growth of green energy supply and usage, since 

global installed renewable capacity must triple by 2050 to achieve net-zero emissions. (IEA 

2023) 

Thanks to the supporting global frameworks, the energy sector experienced record levels of 

investment, with $1.77 trillion in 2023 globally, representing a 17% increase from 2022. The 

record level investment occurred despite the global economy was burdened by geopolitical 

tensions and high interest rates, underpinning the resilience of the industry and the strength of 

global commitments. Total yearly investments in the energy sector are expected to grow 

substantially, reaching between $2.0 trillion and $3.2 trillion by 2040. This represents a 

significant increase of 35% to 120% from current levels, driven by the necessity to threefold 
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global renewable energy capacity and achieve a twofold increase in energy efficiency by 2030. 

(BloombergNEF 2024) (Bevilacqua et al. 2024) 

These enabling frameworks and financing fueled some of the fastest technological 

advancements in the renewable energy sector. These improvements significantly reduced the 

Levelized Cost of Energy (LCOE) for solar and wind power, bringing them critically 

competitive with conventional forms of energy. (DNV 2024) (Appendix 6) 

2.2 European Outlook 

Europe has demonstrated a long-standing tradition in addressing climate change with 

commitments such as the Kyoto Protocol or the Paris Agreement. In addition to committing to 

global incentives, the European Union has established its own objective to become the first 

carbon-neutral region in the world by 2050. For this purpose, the Green Deal was introduced, 

setting an ambitious environmental target for the continent. (DNV 2024) (IEA 2024) 

European energy demand is expected to decline by 11% between 2010 and 2030, mainly due 

to improved efficiency in energy solutions, driven by technological advancements. This 

downward trend is anticipated to continue as further technology improvements are expected to 

occur. The energy demand in Europe is forecasted to decrease by 14% from 2023 to 2050. 

While overall demand declines, the share of electricity in the energy mix is estimated to increase 

as electricity is expected to overtake fossil fuels as the leading energy carrier by 2046, with 

fossil fuels accounting for only one-third and electricity comprising half of total energy demand. 

(DNV 2024) (Appendix 7) 

This transformation towards increased reliance on electricity will result in higher demand for 

solar, wind, and other renewable energy sources. Currently, 19% of Europe’s energy is supplied 

by electricity (with the rest being natural gas, oil, coal, etc.), which is projected to rise to 29% 

by 2030, 44% by 2040, and 60% by 2050. (IEA 2024) (DNV 2024) 
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Alongside with the electrification of energy demand, solar energy supply is estimated to 

experience significant growth, expanding its current 8% share of total energy production to 

30% by 2034. Following this high growth phase, solar’s share is anticipated to peak at 35% by 

2039, and it will stabilize thereafter. (IEA 2024) (Appendix 8) 

Solar power generation is expected to surge through 2030, at an accelerated pace. However, 

from 2031, the power supplied by solar is projected to slow down to an annual growth rate of 

2% to 7%. The CAGR for the initial high-growth period is estimated at 23%, while it is expected 

to decrease to 4% for the following period between 2031 and 2050. (DNV 2024) 

Expectations regarding the growth in wind energy supply are far more modest than for solar as 

the expected annual growth rates ranges from 2% to 7%, between 2023 and 2050. The CAGR 

for the previously examined two periods are 3% and 4%, respectively. (DNV 2024) (Appendix 

8) 

3 DCF Valuation 

The valuation of Encavis was conducted as of December 31, 2025, using the Discounted Cash 

Flow (DCF) method. The results were then compared and supplemented with a Comparable 

Company Analysis (CCA). This chapter presents the DCF methodology, key assumptions, and 

results. 

3.1 Methodology Overview 

The DCF analysis determines a company’s value by the present value of its forecasted free cash 

flows (FCF). The valuation output is commonly referred to as “intrinsic value”, as it is 

independent from the prevailing market sentiments and focuses on the company’s underlying 

fundamentals. (Rosenbaum and Pearl 2009) 
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In a DCF model, the cash flows are usually projected for a period of 5 to 10 years, depending 

on the industry and certain characteristics of the company. Beyond the explicit projection 

period, a terminal value is used to determine the remainder value of the company. (Rosenbaum 

and Pearl 2009) 

The projected cash flows are discounted back to the valuation date using the company’s 

weighted average cost of capital (WACC). The enterprise value (EV) is obtained by combining 

the present value of forecasted free cash flows with the present value of the terminal value. 

From this, the equity value is calculated by subtracting net debt and non-controlling interests. 

Finally, dividing the equity value by the total number of outstanding shares provides the 

estimated price per share. (Rosenbaum and Pearl 2009) 

3.2 Valuation Assumptions 

In order to conduct a DCF analysis, short- and long-term assumptions regarding the outlook of 

Encavis, the renewable energy sector, and the macroeconomic variables have to be established. 

3.2.1 Revenue 

Forecasting revenue in a DCF is a crucial step since it influences the value of several items on 

the balance sheet and income statement. Approximately 95% of Encavis’s total revenue is 

generated from the solar and wind sections, while the remaining is attributable to the asset 

management, services, and administration segment. For this reason, a more granular projection 

model was used for the majority of the revenue, with using less sophisticated method for the 

remainder.  

For forecasting purposes, the revenue from solar PV parks and wind farms was broken down 

into three components: installed capacity, capacity factor and selling price. Installed capacity is 

the nominal quantity of electricity that can be produced at a 100% utilization rate, whereas the 

capacity factor represents the percentage of actual electricity generated relative to the installed 



 18 

capacity over a given period. The product of installed capacity, capacity factor, and the number 

of hours in a year determines the total yearly energy generation. This value, when multiplied 

by the selling price, yields the revenue per year. (U.S. EIA 2024) 

The installed capacity projections for the solar PV and wind segments are divided into short-

term and long-term stage. 

In the short-term, projections are based on Encavis’s Accelerated Growth Strategy 2027, 

according to which the company seeks to expand its current 2.2 GW installed capacity to 7.0 

GW by 2027. However, to adopt a more conservative approach and to account for potential 

optimism bias in the management report, the expansion forecast was delayed until 2030 and 

limited to 5.8 GW – a target set prior to the new ambitious goal of 7.0 GW.  Furthermore, it 

was assumed that the additional capacity would be proportionally distributed between solar and 

wind based on their 2023 levels, due to the absence of detailed information. 

Beyond 2030, in the long term, capacity expansion is expected to decelerate and stabilize at a 

CAGR of 2% for both sectors. 

Capacity factors for solar PV and wind were derived from projections provided by the IEA. 

The decline in capacity factors accounts for the gradual degradation of solar panels and wind 

turbines over time. (Appendix 9) 

Industry projections for installed capacity and capacity factors were adjusted for the period 

between 2031 and 2045 to account for the diminishing availability of suitable areas for solar 

and wind parks, as well as heightened competition 

The average selling price of Encavis was estimated based on the company’s historical trends 

and adjusted for inflation. No additional price projections were made, as over 90% of the price 

component of revenue is secured through fixed long-term contracts or hedging strategies. See 

detailed revenue forecast in Appendix 10, including other segments. 
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Figure 9: Revenue driver projections 

Source:Encavis Annual Reports, DVN Projections, Own Analysis 

3.2.2 Net Working Capital 

Net Working Capital (NWC) was calculated as the difference between core current assets and 

core current liabilities. The analysis assumed that operating cash represents 2% of total revenue. 

(Cogman and Wang 2011) 

The historical proportion of all items in the NWC relative to revenue were calculated, and their 

projections were derived by applying these historical percentages to the expected revenue. 

(Appendix 11) 

3.2.3 Non-Core Invested Capital 

Non-core invested capital includes long and short-term assets and liabilities that are not 

essential for Encavis’s operations. Due to their non-recurrent nature, they are forecasted to 

remain constant at their 3-year historical averages, at -€ 182 753 thousand. 

3.2.4 Capital Expenditures and Other Long-Term Assets 

One component of the long-term assets is intangible assets, which primarily consist of project 

rights and feed-in contracts. Since these contracts are intrinsically linked to the company’s 

installations, their growth was projected in line with long-term capital expenditure trends. 

However, as expansion slows over time, the need for new contracts and project rights 

diminishes, leading to a gradual reduction in their growth rate. 

The analysis assumed no new acquisitions for Encavis, leading to the projection of goodwill 

remaining constant at the 3-year historical average. (Appendix 12) 

PPE and other non-current liabilities were forecasted as a percentage of revenue. 
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Capital expenditures were determined by the difference between PPE in the current and 

previous year, adjusted for non-cash expenses such as depreciation, amortization, and 

impairment. The model assumed a long-term reduction in CAPEX to account for the decreasing 

LCOE and the diminishing investment requirements as the company approaches perpetuity. In 

perpetuity, CAPEX was estimated as the sum of depreciation and amortization and a 

reinvestment component, estimated as 10%. This approach reflects the assumption that the 

company will maintain stable operations, sustain its current asset base, and support a modest 

level of growth in line with its steady-state operational strategy. (Appendix 13) 

3.2.5 Operational Expenses 

Operational expenses include COGS, SG&A, and personnel expenses. The analysis calculated 

EBITDA margins for each segment of Encavis and used the historical 3-year averages, scaled 

by expected revenue, to project future OPEX. These expenses were adjusted with decreasing 

LCOE projections. (Appendix 14) 

3.2.6 Equity, Debt and Interest Expense 

Debt and equity were projected based on their book value and as percentages of total invested 

capital. Their proportions were determined using industry standards and calculated as the 3-

year average of peer ratios. The D/E ratio helped derive the shares of debt and equity relative 

to the total invested capital. Debt accounted for 56% and equity for 44%, remaining constant 

throughout the projection period. The analysis forecasted interest expense as a percentage of 

the prior year’s debt. (Appendix 15) 

3.3 WACC 

3.3.1 Cost of Debt 

Encavis’s cost of debt was estimated using the CAPM model, with the debt beta derived from 

its BBB credit rating, which was assessed at 0.10. (Appendix 16) 
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The yield on the 10-year Eurozone Government Bond, measured at 2.87%, was employed as 

the risk-free rate, as it satisfies the criteria of being free from both default risk and interest rate 

risk. This selection ensures alignment with the risk-free requirements and geographic relevance. 

(Appendix 17) 

3.3.2 Cost of Equity 

The cost of equity was also estimated by the CAPM, which requires three inputs: risk free rate, 

beta and the market risk premium. 

The market risk premium, representing the excess return of the Western European equity 

market, was derived from Damodaran’s database. (Appendix 18) 

Encavis’s equity beta was estimated through statistical linear regression, using the sensitivity 

of historical stock returns to market performance. MSCI Europe was chosen as the proxy market 

portfolio, since Encavis’s operations are spread across Western Europe. The linear regression 

analysis used three years of weekly historical returns for Encavis and MSCI Europe. (Appendix 

19) 

3.3.3 WACC Calculation 

Using a statutory tax rate of 29%, with 56% equity and 44% debt, Encavis’s WACC was 

calculated to be 5.17%. (Appendix 20) 

3.4 FCF Projection 

Projecting the unlevered free cash flows (FCF) of Encavis is a critical step as these form the 

foundation of the DCF valuation model. Unlevered FCF is the cash generated by the company’s 

operations after deducting operating expenses, taxes, CAPEX, working capital and other 

investment needs, but prior to interest payment. In essence, it represents the cash available to 

all investors, whether they are debt holders or equity holders. (Rosenbaum and Pearl 2009) 

 𝑈𝑛𝑙𝑒𝑣𝑒𝑟𝑒𝑑 𝐹𝐶𝐹 = 𝑁𝑂𝑃𝐴𝑇 + 𝐷&𝐴 − ∆𝑁𝑊𝐶 − 𝐶𝐴𝑃𝐸𝑋 (1) 
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The FCFs were explicitly forecasted until 2045, at which point Encavis is assumed to enter the 

steady growth phase. The 17-year projection period is justified, as Encavis and the broader 

renewable energy sector are expected to undergo significant technological advancements within 

the next one to two decades. Additionally, the high initial investments and low free cash flows 

would cause a shorter projection period to overly amplify the significance of the terminal value 

within the valuation, which is not desirable. (Appendix 21) 

3.5 Terminal Value 

Since free cash flows cannot be projected indefinitely, a terminal value was employed to 

estimate Encavis's residual value beyond the explicit forecast period. This value is commonly 

calculated using one of two approaches: the exit multiple method or the perpetuity growth 

method. To align with the DCF framework, the perpetuity growth method was selected, as it 

emphasizes the company’s intrinsic value and its capacity to generate future cash flows. In 

contrast, the exit multiple method relies on market-based valuation assumptions. (Rosenbaum 

and Pearl 2009) 

 
𝑇𝑒𝑟𝑚𝑖𝑛𝑎𝑙 𝑉𝑎𝑙𝑢𝑒𝑛 =

𝑈𝑛𝑙𝑒𝑣𝑒𝑟𝑒𝑑 𝐹𝐶𝐹𝑛+1

𝑊𝐴𝐶𝐶 − 𝑔𝑠𝑡𝑎𝑏𝑙𝑒
 (2) 

 

For the terminal formula the unlevered FCF and WACC was already calculated previously. 

Two methods are commonly applied to estimate long-term stable growth: the growth rate of the 

unlevered FCF and a sustainable growth rate derived from the product of RONIC and the RR. 

In both approaches, the upper limit is typically set by the expected nominal growth of the 

economy in which the company operates. For the valuation model, a blended approach was 

adopted, combining the European GDP growth forecast with the RONIC and RR method, 

resulting in an estimated growth rate of 1.5% by 2045. 

The calculated terminal value amounted to €14.47 billion. (Appendix 22) 
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3.6 Valuation Result 

The final step in the valuation process involves calculating the present value of all components 

by discounting them using the estimated WACC. The present value of the terminal value was 

calculated to be €5 284 million, and the discounted cash flows during the projection period 

amounted to €641 million. Non-core items, valued at their book value, totaled €-182 million. 

Collectively, these components resulted in an enterprise value of  €5 924 billion. (Appendix 23)  

To determine the equity value, net debt of €2 104 million, hybrid capital of €531 million, and 

non-controlling interests of €12 million were deducted, yielding €3 094 million. Using 179 

million projected shares—calculated based on a 3-year historical growth rate reflecting 

consistent past increases—the resulting price per share is €17.29, indicating a -0.80% downside 

compared to the current share price of €17.43. 

 
Figure 10: DCF Analysis Result (thd) 

Source: Own Calculations 

4 Relative Valuation 

4.1 Methodology 

Relative valuation or Comparable Company Analysis (CCA) determines the value of a firm 

relative to its peers. It offers a market-based benchmark, enabling financial professionals to 
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determine the valuation of private or public companies at a specific moment in time. 

(Rosenbaum and Pearl 2009) 

In a CCA, a set of peer companies that are similar in operational and financial terms are selected. 

(Appendix 5) 

 Based on this group, median valuation metrics—such as EV/EBITDA, EV/Revenue, or P/E—

were calculated. These metrics are then multiplied by the target company’s corresponding 

financial figures to derive its enterprise value or share price directly. (Rosenbaum and Pearl 

2009) 

4.2 Valuation Result 

The relative valuation was performed using three trading multiples: EV/Revenue, EV/EBITDA, 

and the P/E ratio. Comparable company ratios were retrieved from LSEG Eikon for the last 

twelve months (LTM) and for 2025, while the 2026 numbers are own estimations. Since the 

valuation date is December 31, 2025, the one-year forward multiples were applied. The 

estimated share price based on EV/Revenue, EV/EBITDA, and P/E are €13.98, €17.03, and 

€21.48, respectively. (Appendix 24) 

 
Figure 11: Comparable Company Analysis Results 

Source: Encavis Annual Reports, LSEG Eikon, Own Analysis 

5 Sensitivity Analysis 

One of the critical limitations of a DCF analysis is the various assumptions incorporated, some 

of which are more impactful on the results than others. These assumptions are fundamentally 

uncertain and impossible to estimate completely accurately. Consequently, it is more 

meaningful to interpret the model’s results as a range of values rather than a single definitive 
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figure. To determine this range, a sensitivity analysis was conducted on the most influential 

variables: the WACC and the terminal growth rate. (Rosenbaum and Pearl 2009) 

The analysis revealed that the valuation ranges from €7.77 and €35.02. This demonstrates that 

Encavis’s valuation model is highly sensitive to both variables, particularly to the discount rate.  

 
Figure 12: Sensitivity Analysis 

Source: Own Analysis 

6 ESG Analysis 

Environmental, Social, and Governance (ESG) performance has become increasingly 

important for investors as they align their portfolios with sustainable and ethical practices. 

Companies like Encavis AG, operating in the renewable energy sector, are under greater 

scrutiny to showcase their contribution to climate goals, social inclusiveness, and governance 

excellence. This analysis compares Encavis's ESG performance to the sector average, 

highlighting its strengths and areas for improvement. 

Encavis AG demonstrates a significantly better carbon performance than the sector average. 

The emission per turnover for Encavis stands at 621 t CO₂e/€ million, which is less than half 

of the sector median of 1,461 t CO₂e/€ million, reflecting the company's superior operational 

efficiency and carbon management practices. Furthermore, Encavis saves 447% of carbon 

emissions relative to its total emissions, compared to the sector's 205%, highlighting its 

exceptional contribution to reducing carbon footprints through its renewable energy projects. 

These results position Encavis as a leader in environmental sustainability, which is a key 

consideration for ESG-focused investors. 
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Figure 13: Environmental pillar of ESG analysis 
Source: Companies’ ESG reports, Own Analysis 

In terms of social metrics, Encavis AG has a slightly lower workforce diversity with 29% of 

women compared to the sector's 30%. This indicates room for improvement in promoting 

gender inclusivity within the company. However, Encavis performs far better regarding 

employee turnover, with a significantly lower rate of 7%, while the sector median is 13%. A 

lower turnover suggests higher employee satisfaction, stronger workplace stability, and a 

more attractive organizational culture, which positively reflects on the company’s long-term 

social strategy. 

 
Figure 14: Social pillar of ESG analysis 

Source: Companies’ ESG reports, Own Analysis 

 

On governance, Encavis’s board independence matches the sector average at 56%, showing 

alignment with industry governance standards. However, Encavis has a lower representation 

of women on the board at 22%, compared to the sector average of 32%. While Encavis meets 

governance best practices in terms of independence, increasing female representation on the 

board would help align it more closely with broader diversity goals and investor expectations. 
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Figure 15: Governance pillar of ESG analysis 

Source: Companies’ ESG reports, Own Analysis 

Encavis outperforms the sector in environmental efficiency and employee retention but lags 

slightly in diversity metrics under the social and governance pillars. By addressing these gaps, 

particularly board diversity, Encavis can strengthen its position as a leading ESG performer in 

the renewable energy sector, further attracting ESG-focused investors. (Appendix 25) 

7 Target Price and Recommendation 

Encavis AG is a key player in the renewable energy sector, leveraging its extensive portfolio 

of solar and wind parks and a strong focus on Western European markets. These regions 

provide stable regulatory frameworks, enabling predictable cash flows through PPAs and 

FiT contracts. 

The company’s Accelerated Growth Strategy 2027 demonstrates its ambition to expand 

installed capacity significantly, aligning well with the global shift towards renewable energy. 

Encavis has shown strong operational performance and consistent profitability metrics, 

often outperforming sector medians. This, combined with its alignment with long-term 

industry trends, reinforces Encavis’s position as a leader in the energy transition. 

While the valuation indicates limited short-term upside potential, Encavis’s solid 

fundamentals and ability to capitalize on increasing renewable energy demand make it a 

compelling investment for long-term growth-oriented investors. 
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The valuation of Encavis AG was conducted using the DCF model and a relative valuation 

method. The DCF valuation implied a share price of €17.29, while the relative valuation, based 

on EV/Revenue, EV/EBITDA, and P/E multiples, provided implied prices of €13.98, €17.03, 

and €21.48. As of December 1 2024, the share price stands at €17.43. 

Based on the DCF analysis, which determined a target price of €17.29, and further supported 

by relative valuation methods, a Hold recommendation is issued. The target price closely 

aligns with the current market price, reflecting limited upside potential. Investors are advised 

to monitor Encavis's growth strategy execution and evolving sector trends, which could 

influence future valuations. 

 
Figure 16: Range of Implied Share Prices 

Source: Encavis Annual Reports, LSEG Eikon, Own Analysis 
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Appendix 

Appendix 1: Geographical distribution of assets and revenues 

The below two tables display how Encavis AG’s revenues and assets are distributed 

geographically. The values are based on the 2023 Annual Report and showed in thousands. 

 

Appendix 2: Management board 

Name Role Year of 

Birth 

Start 

Date 

Entity 

Dr. Christoph 

Husmann 
CFO/Spokesman 1965 2014 Encavis AG 

Dr. Manfred 

Krüper 
CIO/COO 1980 2022 Encavis AG 

Karsten Mieth 
Management 

Board 
N/A N/A 

Encavis Asset 

Management AG 

Alexander Stütz 
Management 

Board 
N/A N/A 

Encavis Asset 

Management AG 

Ernesto Magnani 
Managing 

Director 
N/A N/A Stern Energy S.pA. 

Stefan Torri 
Managing 

Director 
N/A N/A Stern Energy S.pA. 

Mario Schirru Board Member N/A N/A Stern Energy S.pA. 
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Appendix 3: Supervisory board 

Name Role 
Year of 

Birth 

Start 

Date 

Committee 

Membership 
Independent 

Dr. Rolf Martin 

Schmitz 
Chairman 1957 2023 

Audit, ESG, personnel 

and nominating 

No 

 

Dr. Manfred 

Krüper 

Deputy 

Chairman  
1941 2007 

Personnel and 

nomination 
No 

Ayleen 

Oehmen-

Görisch 

Member 1987   Yes 

Dr. Henning 

Kreke 
Member 1965 2017  Yes 

Isabella Pfaller Member 1968 2022 
Chairwoman of audit 

and ESG 
Yes 

Chirstine Scheel Member 1956 2016  Yes 

Dr. Marcus 

Schenck 
Member 1965 2019 

Personnel and 

nominating, audit and 

ESG 

Yes 

Thorsten 

Testorp 
Member 1970 2022 

Personnel and 

nominating 
No 

Prof. Dr. Fritz 

Vahrenholt 
Member 1949 2012 Audit and ESG No 
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Appendix 4: Encavis’s shareholder structure 

Investor Ownership (%) Type (Free Float/Fixed) 

Pool of AMCO Service GmbH and Related Entities 24.92% Fixed 

- AMCO Service GmbH   

- ABACON CAPITAL GmbH   

- Dr. Liedtke Vermögensverwaltung GmbH   

- PELABA Vermögensverwaltung GmbH & Co. KG   

- ALOPIAS Anlagenverwaltungs GmbH & Co. KG   

- Krüper GmbH   

- Sebastian Krüper   

- Dr. Manfred Krüper   

JPMorgan Chase & Co. 4.9% Free Float 

UBS Group AG 4.9% Free Float 

Bank of America Corporation 4.7% Free Float 

The Goldman Sachs Group, Inc. 4.6% Free Float 

BlackRock, Inc. 3.8% Free Float 

BayerInvest KVG mbH 3.3% Free Float 

Lobelia Beteiligungsgesellschaft/Kreke Immobilien KG 3.0% Free Float 

Allianz Global Investors GmbH 2.8% Free Float 

Morgan Stanley & Co. International plc 2.7% Free Float 

Norges Bank Investment Management 2.3% Free Float 

The Vanguard Group, Inc. 2.3% Free Float 

Invesco Capital Management LLC 1.7% Free Float 

AMUNDI Asset Management 1.6% Free Float 

Schroder Investment Management Ltd 1.6% Free Float 

Management of Encavis AG 1.0% Free Float 

Rest 31.2% Free Float 

 

 

Fixed; 25%

Free Float; 75%
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Appendix 5: Peer company selection 

The selection of companies was based on financial and operational metrics. An initial, longer 

list of firms was retrieved from LSEG Eikon, then narrowed down according to similarity 

requirements. The chosen companies have analogous size, profitability, growth and capital 

structure. The operational analysis (not shown in the table) involved a thorough examination of 

the peers’ business models and their geographical footprint. 

 

Appendix 6: LCOE for Solar and Wind Energy 

 

 

 

Appendix 7: Proportion of Energy Carriers in the World 

Picture was retrieved from DNV. 
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Appendix 8: Solar and Wind Generation Forecast in Europe 
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Appendix 9: Capacity Factor Projection 

The image was retrieved from IEA Net Zero by 2050 report.  

 

Appendix 10: Revenue Forecast 
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Appendix 11: Net Working Capital 

 

 

Appendix 12: Net Core Non-Current Assets 

 

 

Appendix 13: CAPEX and D&A 

 

 

 

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

Capex € 376 105 € 267 712 € 243 392 € 718 335 € 525 501 € 878 820 € 828 936 € 877 169 € 1 039 719 € 1 068 819 € 655 286 € 710 660 € 737 929 € 781 912 € 857 039 € 930 278 € 922 800 € 977 459 € 1 017 358 € 1 051 964 € 1 097 991 € 1 140 260 € 1 184 976 € 1 233 739 € 1 049 529

D&A € 151 444 € 152 620 € 164 114 € 192 513 € 220 829 € 266 290 € 308 653 € 352 055 € 403 456 € 456 016 € 485 169 € 516 866 € 549 219 € 583 102 € 648 930 € 718 690 € 703 852 € 741 081 € 774 569 € 793 942 € 826 621 € 857 354 € 886 950 € 920 436 € 954 117
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Appendix 14: OPEX 

 

 

Appendix 15: Debt, Equity, and Interest Expense 

 

 

Appendix 16: Debt Beta 
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Appendix 17:Risk-free Rate 

 

Appendix 18: Equity Risk Premium 

 

Appendix 19: Beta regression results 

   

 

SUMMARY OUTPUT

Regression Statistics

Multiple R 0,372133495

R Square 0,138483338

Adjusted R Square 0,132889074

Standard Error 0,047867705

Observations 156

ANOVA

df SS MS F Significance F

Regression 1 0,056720464 0,056720464 24,75452302 1,72267E-06

Residual 154 0,352862846 0,002291317

Total 155 0,40958331

Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%

Intercept 0,000620891 0,003834521 0,161921289 0,871580088 -0,00695416 0,008195941 -0,00695416 0,008195941

X Variable 1 0,967452124 0,194447427 4,975391745 1,72267E-06 0,583323553 1,351580694 0,583323553 1,351580694
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Appendix 20: WACC Calculation 

 

 

Appendix 21: Unlevered Free Cash Flow 

 

Appendix 22: Terminal Value 

 

Appendix 23: DCF Valuation 
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Appendix 24: Comparable Company Analysis 

 

Appendix 25: ESG Analysis 

 


	1 Company Analysis
	1.1 Company overview
	1.2 Geographical presence
	1.3 Management and Shareholder Structure
	1.4 Key operating metrics
	1.5 Business Model
	1.6 Strategy
	1.7 Historical Analysis
	1.7.1 Return
	1.7.2 Revenue and Profitability
	1.7.3 Liquidity
	1.7.4 Cash Conversion Cycle
	1.7.5 Capital Structure


	2 Industry
	2.1 Renewable Energy Frameworks
	2.2 European Outlook

	3 DCF Valuation
	3.1 Methodology Overview
	3.2 Valuation Assumptions
	3.2.1 Revenue
	3.2.2 Net Working Capital
	3.2.3 Non-Core Invested Capital
	3.2.4 Capital Expenditures and Other Long-Term Assets
	3.2.5 Operational Expenses
	3.2.6 Equity, Debt and Interest Expense

	3.3 WACC
	3.3.1 Cost of Debt
	3.3.2 Cost of Equity
	3.3.3 WACC Calculation

	3.4 FCF Projection
	3.5 Terminal Value
	3.6 Valuation Result

	4 Relative Valuation
	4.1 Methodology
	4.2 Valuation Result

	5 Sensitivity Analysis
	6 ESG Analysis
	7 Target Price and Recommendation

