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Trina Solar (TSL) 
 

Silicon-based Cost Leader Expanding Rapidly 

Initiating Coverage at Strong Buy; Price Target of $90 

STOCK INITIATION 

RATING: STRONG 

                   BUY 

Stock Data 

Ticker/Exchange:   TSL/NYSE (ADS) 

Price:   $60.02 

Price Target:  $90 

52-week Range:  $5.75 ς 62.37 

ADS ratio*:  100 shares = 1 ADS 

* changing to 50:1 ratio effective Jan. 19, 2010 

ADS Equiv. Out (Diluted, mm): 34.62 

Market cap ($mm):  $1,830 

EV ($mm):   $1,999 

Avg. Daily Trading Vol ($mm): $78.5 

 

Revenues (US$ million) 

 2008 2009 2010 

Q1  $121A $132A $257E 

Q2 $204A $150A $287E 

Q3 $291A $250A $324E 

Q4 $216A $282E $342E 

Total $832A $814E $1,210E 

Earnings Per ADS 

2008 2009 2010E 

Q1  $0.51A ($0.42)A $1.05E 

Q2 $0.68A $0.71A $1.21E 

Q3 $1.17A $1.29A $1.13E 

Q4 $0.02A $1.12E $1.08E 

Total $2.38A $2.71E $4.48E 

EBITDA 

2008 2009 2010 

Q1  $24A $14A $57E 

Q2 $36A $26A $65E 

Q3 $52A $53A $63E 

Q4 $28A $57E $62E 

Total $120A $151E $246E 

 

 

 

Important Disclosures 

Greener Dawn Investment Group seeks to do 
business with companies covered by Greener Dawn 
Research. As a result, investors should be aware that 
the firm may have a conflict of interest that could 
affect the objectivity of this report. Investors should 
consider this report as only a single factor in making 
their investment decision. 

For analyst certification and other important 
disclosures, refer to the Disclosure Section, located at 
the end of this report. 

We believe Trina can significantly beat consensus EPS forecasts of 

$3.73 for 2010. We forecast earnings per share of $4.48, 20% higher 

than consensus, and 65% higher than our 2009 EPS estimate of $2.71.  

Trina is the industry leader in non-silicon process costs ($0.82 in the 

most recent quarter) due to its vertical integration. This low cost, in 

conjunction with falling silicon prices, enabled the company to post a 

gross margin of 28.5% in the September quarter, despite ASPs falling 

50% year over year.  

Aggressive expansion should increase market share and improve cost 

position further. Trina is set to double capacity from 450MW in the 

September 2009 quarter to approximately 900MW by the end of 2010. 

We project that Trina will sell approximately 750MW in 2010, nearly 

doubling shipments in 2009 (which is expected to be double shipments 

in 2008). This pace of expansion will enable Trina to increase market 

share while also allowing the company to take advantage of lower 

polysilicon prices. We believe that companies which do not quickly get 

to 1GW scale risk being left behind permanently in the solar PV race.   

Underlying solar demand is strong and improving our sentiment on 

the industry, especially with companies that can expand easily. Recent 

data from SolarBuzz now predicts demand of 6.37GW for 2009, 13% 

above 2008, a remarkable achievement given the implosion in Spain in 

2009. Though much of this is due to strength in Germany, demand in 

other markets like the U.S., Italy, Canada and France is starting to 

accelerate. 

We believe Trina deserves a higher valuation. This is the critical 

question for investors. ²Ŝ ǘƘƛƴƪ ǘƘŀǘ ǘƘŜ ǎǘƻŎƪΩǎ ŘƻǳōƭƛƴƎ ǎƛƴŎŜ ǎǳƳƳŜǊ 

is being driven not so much by good earnings but by a re-valuation. We 

believe the stock should trade at 18-20x forward earnings not 15x for 

the following reasons: 

1. Earnings and revenue growth 

2. Lowest non-silicon processing cost 

3. Strengthened balance sheet 

4. Improving brand 

5. Global diversity (Germany is 30% of sales) 

6. Rapidly expanding capacity 

7. Improving ROIC 

Our price target of $90 per share (50% above the current share price) 

is based on 20x our 2010 earnings estimate of $4.48. Accordingly, we 

rate the stock a Strong Buy. 

Company Description 

Trina Solar is a leading Chinese solar module manufacturer; it produces 

silicon based ingots, wafers, cells and modules. The company sells its 

products globally. 
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ά{ƻƻƴŜǊ ƻǊ ƭŀter we will have to go directly to the sun for our major supply of power. This problem of direct 

conversion of sunlight into power will occupy more and more of our attention as time goes on, for 

ŜǾŜƴǘǳŀƭƭȅ ƛǘ Ƴǳǎǘ ōŜ ǎƻƭǾŜŘΦέ  

ς Edison Pettit, Wilson Observatory, 1932 
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Glossary of abbreviations 

 

ASP  average selling price 

BoS balance of systems: the non-solar module components of a solar 

 installation, including racking, inverters, etc. 

CAGR compound annual growth rate 

c-Si  crystalline silicon 

EBITDAS Earnings before interest, taxes, depreciation, amortization and 

 share-based compensation 

EPIA  European Photovoltaic Industry Association 

EPC  engineering, procurement and construction 

EU European Union 

EV Enterprise Value (equity market capitalization plus debt plus minority 

interests less cash) 

FiT Feed-in Tariff 

GW  gigawatt (thousand megawatts): One gigawatt is roughly the size of 

one medium-size nuclear plant. 

kW  kilowatt 

kWh  kilowatt-hour 

IRR  Internal rate of return 

MW  megawatt (thousand kilowatts): One megawatt of solar electric 

capacity provides enough electricity to power between 150 and 250 

U.S. households. (source: Solar Energy Industry Association) 

PV  photovoltaic: referring to a material that converts solar radiation into 

 direct current electricity 

RONA Return on Net Assets 
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INVESTMENT CONSIDERATIONS 

Industry  Highlights  

Solar photovoltaic demand roared back in the second half of 2009. Industry research firm Solarbuzz is forecasting 

6.37 GW of demand for all of 2009, a 13% increase from 2008. If we exclude Spain, total projected growth for 

2009 is almost 100% (roughly 3GW in 2008 to 6 GW in 2009). Importantly, this growth is globally based. Though 

Germany is the largest driver of demand, its growth rate ς 100% (1.5 GW in 2008 to 3.0 GW in 2009) ς is essentially 

in line with the average growth. Demand proved resilient in the United States as California grew approximately 

30% year-over-year in 2009 (based on CSI data; see figure 1).  

 

Figure 1: California Solar Initiative (CSI); Applications in MW by Month (Jan 2007 to Dec 2009) 

 

Source: CSI 

 

Other countries in Europe, China and India are starting to pick up the slack. This has been the bullish thesis on PV 

from the beginning: as prices continue to move down, demand will expand and accelerate. Country by country, the 

global PV map is lighting up. China, a potential wild card of demand, will join the below list of countries 

implementing solar Feed-in-Tariffs in 2010.   
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Figure 2: Cumulative Number of Countries/States/Provinces Enacting Feed-in Policies 

 
Source: REN21 Update 2009 

 

Rapidly falling prices have driven accelerating demand over the past year. Average selling prices (ASPs) for tier II 

(Chinese) silicon modules have fallen 50% from roughly $4 per watt to $2 per watt recently, which has created 

attractive IRRs for project developers. Though there are valid concerns that incentives, primarily the FiT in 

Germany, could be reduced, further reduction in module prices should continue to fuel healthy IRRs and stimulate 

demand. By the end of 2010, we forecast that solar PV modules will be widely available at prices as low as $1.50 

per watt. Such pricing could successfully drive even the more optimistic demand forecasts for next yearΦ ¢ƘŜ 9tL!Ωǎ 

high demand scenario ς the Policy Driven case ς of 10.8 GW in 2010 is possible given the strong finish to 2009, but 

we note that U.S. demand of 3 GW is probably too aggressive. The base case demand of 1GW for the U.S. seems 

more reasonable. All in all, we would not be surprised to see 2010 global demand of 9GW. Note that industry 

leader First Solar (FSLR; rated NEUTRAL) gave a forecast of 7.5GW for 2010 in its December 2009 guidance 

meeting.  
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Figure 3: PV Demand Forecast: Base Case 

Annual Installations 
(MW) 

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009E 2010E 2011E 2012E 2013E 

Germany 10 12 40 78 80 150 600 850 850 1,100 1,500 2,000 2,000 2,300 2,600 3,000 
Spain 0 1 0 2 9 10 6 26 88 560 2,511 375 500 500 550 800 
Japan 69 72 112 135 185 223 272 290 287 210 230 400 500 700 1,000 1,100 
USA 0 17 22 29 44 63 90 114 145 207 342 340 1,000 1,200 1,500 2,000 
Italy 0 0 0 0 0 0 0 0 13 42 256 400 600 750 950 1,350 
China 0 0 0 0 0 0 0 0 12 20 45 80 100 300 600 1,000 
France 0 0 0 0 0 0 0 0 8 11 46 250 340 600 900 1,000 
Greece 0 0 0 0 0 0 0 0 1 2 11 35 100 100 100 100 
Portugal 0 0 0 0 0 0 0 0 0 14 50 40 50 100 160 230 
Czech Republic 0 0 0 0 0 0 0 0 0 3 51 80 90 110 140 170 
Belgium 0 0 0 0 0 0 0 0 2 18 48 100 70 80 90 100 
Rest of Europe 0 0 0 0 0 0 0 0 12 17 28 120 140 200 300 450 
India 0 0 0 0 0 0 0 0 12 20 40 50 60 80 120 300 
South Korea 0 0 0 0 0 0 0 0 20 43 274 100 150 220 300 400 
Rest of the world 68  84  94  75  104  98  53  12  153  125  126 250 300 300 300 350 

                 
TOTAL 147 186 268 319 422 544 1,021 1,292 1,603 2,392 5,559 4,620 6,000 7,540 9,610 12,350 

Source: EPIA, published March 2009 

 

Figure 4: PV Demand Forecast: Policy-Driven 

Annual Installations 
(MW) 

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009E 2010E 2011E 2012E 2013E 

Germany 10 12 40 78 80 150 600 850 850 1,100 1,500 2,500 2,800 3,200 3,600 4,000 
Spain 0 1 0 2 9 10 6 26 88 560 2,511 375 500 600 650 1,500 
Japan 69 72 112 135 185 223 272 290 287 210 230 500 1,000 1,200 1,500 1,700 
USA 0 17 22 29 44 63 90 114 145 207 342 1,200 3,000 3,400 3,900 4,500 
Italy 0 0 0 0 0 0 0 0 13 42 256 500 800 1,100 1,400 1,600 
China 0 0 0 0 0 0 0 0 12 20 45 100 150 600 1,200 2,000 
France 0 0 0 0 0 0 0 0 8 11 46 300 500 850 1,200 1,400 
Greece 0 0 0 0 0 0 0 0 1 2 11 52 200 450 700 900 
Portugal 0 0 0 0 0 0 0 0 0 14 50 50 80 180 350 500 
Czech Republic 0 0 0 0 0 0 0 0 0 3 51 100 160 200 220 240 
Belgium 0 0 0 0 0 0 0 0 2 18 48 175 125 130 140 160 
Rest of Europe 0 0 0 0 0 0 0 0 12 17 28 250 325 400 525 625 
India 0 0 0 0 0 0 0 0 12 20 40 100 200 250 300 600 
South Korea 0 0 0 0 0 0 0 0 20 43 274 200 350 450 700 1,000 
Rest of the world 68 84 94 75 104 98 53 12 153 125 126 400 600 800 1,000 1,600 
TOTAL 147 186 268 319 422 544 1,021 1,292 1,603 2,392 5,559 6,802 10,790 13,810 17,385 22,325 

Source: EPIA, published March 2009 

SolarBuzz projects 2009 demand of 6.37 GW, a level already beyond the 

2010 ǇǊƻƧŜŎǘƛƻƴ ƛƴ ǘƘŜ 9tL!Ωǎ ōŀǎŜ ŎŀǎŜ ǎŎŜƴŀǊƛƻ. This is much closer to 

the more aggressive Policy Driven figure of 6.8GW in 2009. 
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But is this low panel price/strong demand scenario good for stock investors? This is a question we wrestle with all of 

the time. While different PV technologies may be favored in specific applications ς First Solar modules in areas of low-

light or diffuse sunshine, SunPower high-power modules in space-constrained areas ς in general, the vast majority of 

PV modules are being valued as a commodity product. Project developers and most end-users are more interested in 

power generated than brands of modules, with the caveat that the module manufacturer must be seen as reputable, 

able to stand behind the long-dated warranty, and the panels proven to deliver the power output claimed. In this 

environment, PV is subject to constant pricing pressure which tends to reduce or eliminate profit margin for marginal 

players. We stress this last part again. It is marginal players ς those with high-cost operations (BP Solar America, GE 

Solar (formerly AstroPower), low efficiency (UniSolar, Evergreen Solar, Trony and various likely never-to-be-

commercial thin-film manufacturers) or inefficient business models (like the countless small Chinese silicon PV module 

manufacturers we never hear about) that will be forced to consolidate or shut down. We expect the winning 

companies to be those that can stay ahead of the cost curve while expanding volumes. We believe Trina fits in this 

latter category. 

There is arguably no sexier investment today than clean tech, and solar is still the leading sector in the space. For the 

fourth year in a row, solar has received the largest share of clean tech VC investment, garnering $1.4 billion in capital 

from 84 deals. While some skeptics might view this as a peak, we believe it underscores the vast potential of solar 

power generation.  

Figure 5: 2009 Greentech Venture Capital Investments by Sector 

 

Source: Greentech Media 

Solar PV has unique characteristics that make it attractive: 

1. No moving parts means simple set up and easy installation 

2. Generates power during peak demand (during the day, during the summer) 

3. Minimal water needs; increasingly important in arid, sunny and populated areas like California 

4. Secure source of power 

5. Modular; economies of scale are mostly achieved within the factory and not just at the point of 

installation 
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6. Ability to address distributed (local) generation minimizes need for expensive transmission 

7. Environmentally friendly ς quick energy payback and no harmful emissions  

8. Broad public support ς itΩs intuitive and non-threatening 

9. Continued cost reduction. This is probably the most attractive feature of PV. As the below graph 

demonstrates, the price of PV has steadily declined over the past 40 years from close to $100/watt to 

below $2/watt, a price already cost competitive with traditional forms of power in areas of high 

sunshine. The rough rule of thumb is that for every doubling of cumulative production, prices drop by 

22% - ƴƻǘ ǉǳƛǘŜ aƻƻǊŜΩs Law but still extremely powerful over time. With First Solar already at 

$0.82/watt cost and Chinese silicon PV module manufacturers approaching $1/watt cost, selling prices of 

$1/watt within a few years are probable, creating a large addressable market. A ten-fold increase in 

annual PV demand over the next 10 years appears achievable given the still nascent size of the industry. 
 

Figure 6: Photovoltaic module price experience curve since 1976 ($/W)

 

 

Despite still being a young industry, there are already clear signs that PV is making inroads, notably in new electrical 

generation capacity in Europe, where it was surpassed only by wind and natural gas in 2008. Utilities, regulators and 

politicians are growing increasingly comfortable and confident with solar PV. We believe that the fundamentals for 

solar are powerful and will continue to assert themselves at the residential, commercial and utility levels. For 

companies that can survive the current shakeout, the opportunity is large.  

Figure 7: New electricity generation in Europe by technology in 2008

 
Source: Joint Research Centre 
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Trina  Highlights  

 
¢ǊƛƴŀΩǎ ǎǘƻŎƪ ŀǇǇǊŜŎƛŀǘƛƻƴ ƛƴ нллф ǿŀǎ ǎpectacular, rising almost 6-fold from the beginning of the year and almost 10-

fold from the March lows. The stock has surpassed its highs from 2008 (roughly $50/share) and is rapidly approaching 

its all-time high of $70 during ǘƘŜ άōǳōōƭŜǎǉǳŜέ ǇƘŀǎŜ ƻŦ ǎƻƭar in mid-2007. Is this reasonable? And what happens 

next? In short order, we believe the answers are Yes, and the stock continues to move higher. Though the stock 

undoubtedly will consolidate gains at some point, Trina Solar is still inexpensive for a growth stock; 13x our 2010E EPS 

of $4.48.  

Figure 8: Trina Share Price 

Source: Capital IQ 

We believe the current momentum in the stock is being fueled by earnings acceleration and, more importantly, an 

earnings multiple re-valuation. ¢ǊƛƴŀΩǎ /Ƙƛƴŀ άŘƛǎŎƻǳƴǘέ ƛǎ ƳƛǎǇƭŀŎŜŘ ς instead of a 10-15x earnings multiple, we 

believe Trina deserves a growth multiple of 20x, which yields our price target of $90 (20 x $4.48). We hesitate to 

ascribe higher multiples (25x+) because the PV industry exhibits some classically cyclical attributes similar to the 

semiconductor or contract manufacturing industries. However, we believe that we are on a major upswing in the PV 

cycle, and, as a low cost producer with expansion capability, Trina will benefit. We think it is too early to substantially 

discount an earnings peak. Though this was the correct call in 2008, the cap of generous incentives in Spain, the 

subsequent evaporation of demand there, and the global credit collapse were extraordinary events. Going forward 

into 2010 we have an improving global economy, improving credit, higher commodity prices and drastically lower PV 

prices. We believe PV is poised to grow sharply.  

Our earnings of $4.48 (20% above consensus), we believe, are based on reasonably conservative assumptions. We 

have modeled in an 18% price decline from our Q4 estimated ASP of $1.82 to reach $1.50 by year-end 2010. In 

addition, we have modeled in polysilicon Ŏƻǎǘǎ ƻŦ ϷтлκƪƎ ƛƴ vмΩмл ŘŜŎƭƛƴƛƴƎ ǘƻ ϷслκƪƎ ōȅ vпΩмл ŀƴŘ ƴƻƴ-silicon 

processing costs (incl. depreciation) of $0.80 (Q1) to $0.77 (Q4), somewhat above the comǇŀƴȅΩǎ ȅŜŀǊ-end 2010 target 

of $0.70/watt . Our real bullishness comes in terms of volume; in 2010 we estimate that Trina will sell 756MW (almost 

double from our 2009 estimate of 390MW) , which would represent an 8.4% market share if global PV demand came 

Sustainable share price? ¢ǊƛƴŀΩǎ ǎǘƻŎƪ Ƙŀǎ 

surpassed its 2008 high of $50 and is 

closing in on its all time high of $70 
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ƛƴ ŀǘ фD²Φ ¢ƘŜ ǊŜŀƭ ƪŜȅ ǘƻ ƻǳǊ ŜŀǊƴƛƴƎǎ ŦƻǊŜŎŀǎǘ ƛǎ ǘƘƛǎ ǾƻƭǳƳŜ ŎƻƳōƛƴŜŘ ǿƛǘƘ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŀōƛƭƛǘȅ ǘƻ ŜǎǎŜƴǘƛŀƭƭȅ 

match ASP declines through cost reductions, primarily in the form of reduced polysilicon costs. Consequently, gross 

margin improves to 27% for 2010. We forecast that gross margin jumps slightly in Q2 to 30% before settling back 

down to 25% in the second half of 2010 as a result of the anticipated reduction in the German FiT.  The relatively 

healthy gross margin reflects TrinaΩs efficient vertically integrated manufacturing structure with in-house production 

of ingots, wafers, cells and modules, although we note that the company will buy some ingots and wafers to meet 

demand as it more quickly ramps its more profitable cell and module components.  

 Figure 9: Trina Panel Price and Cost Trends

Source: Greener Dawn Research, Company data 

 
Figure 10: Polysilicon Prices Versus Gross Margin

Source: Greener Dawn Research, Company data 

 

  














































