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Yingli Green Energy  
It’s Complicated 
 

Low cost position in jeopardy? 
Initiating Coverage with Neutral; Price Target of $11 
 

STOCK INITIATION 

RATING: NEUTRAL 

Stock Data 

Ticker/Exchange:   YGE/NYSE (ADS) 

Price:   $12.05 

Price Target:  $11 

52-week Range:  $3.32 – 19.11 

ADS ratio*:  1 share = 1 ADS 

ADS Equiv. Out (Basic, mm): 148.42 

Market cap ($mm):  $1,788 

EV ($mm):   $2,333 

Avg. Daily Trading Vol ($mm): $62.5 

 

Revenues (US$ million) 

 2008 2009A 2010E 2011E 

Q1  $227A $146A $362E $336E  

Q2 $290A $219A $400E $403E 

Q3 $325A $326A $355E $466E 

Q4 $264A $371A $390E $489E 

Total $1,107A $1,063A $1,507E $1,693E 

Earnings Per Share 

2008 2009A 2010E 2011E 

Q1  $0.25A ($0.16)A $0.17E $0.01E 

Q2 $0.23A ($0.44)A $0.13E $0.13E 

Q3 $0.17A   $0.12 A $0.04E $0.21E  

Q4 $0.10A ($0.04)A $0.12E $0.29E 

Total $0.76A ($0.53)A $0.46E $0.64E 
 

P/E    15.9x    N/A    26.2x 18.8x 

EBITDA (US$ million) 

2008 2009A 2010E 2011E 

Q1  $ 48A $ 13A $ 77E $ 52E 

Q2 $ 66A $ 26A $ 66E $ 84E 

Q3 $ 63A $ 47A $ 59E $108E 

Q4 $ 23A $ 49A $ 79E $129E 

Total $201A  $134A $281E $372E 
 

EV/EBITDA      17.4x    8.3x 6.3x 

 

 

 

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. 

Yingli’s consensus 2010 EPS forecast appears high at $0.95, compared to 

our projection of $0.46. Our lower forecast is driven by four primary 

factors: lower ASP, particularly in the second half of 2010 following an 

expected FiT reduction in Germany, higher assumed polysilicon costs, higher 

operating expenses and a drag on earnings due to a significant minority 

interest. Management recently issued a strong gross margin forecast of 

27%-29% for 2010. We believe this may prove too aggressive.  

While it may be an appropriate long-term strategy, Yingli’s entrance into 

polysilicon production almost assures – in our view – that the company 

will be producing polysilicon at higher than market prices over the next 

18-24 months. This places Yingli’s low-cost manufacturing position at risk in 

the near to medium term. Manufacturing polysilicon is difficult, especially 

for new market entrants. At best, the ramp time for these large capital-

intensive installations takes quarters, not days. In addition, Yingli has no 

experience with manufacturing polysilicon, which is markedly different from 

traditional silicon-based PV manufacturing (ingots, wafers, cells and 

modules). This represents a significant execution risk for Yingli.  

We are uncomfortable with the company’s structure and the signals we 

get from Yingli’s corporate governance. Baoding Tianwei, which owns 26% 

of the main operating subsidiary of Yingli, is 51% owned by the Chinese 

government; other shareholders are not disclosed. Though some might 

view the government’s stake positively, this minority interest arrangement 

strikes us as a complicating factor and a source of potential conflicts of 

interest. Our second concern arises both from: 1) the prices paid for 

increasing ownership in Yingli’s operating subsidiary from Baoding Tianwei; 

and 2) the manner in which Yingli purchased its polysilicon venture, Fine 

Silicon, from Yingli’s Chairman and CEO Mr. Liansheng Miao.  

High depreciation, non-cash interest and minority interest expenses throw 

curve balls into assessing Yingli’s valuation. We prefer using forward P/E 

for valuation of PV manufacturers, but recognize that cash flow is stronger 

than our 2010 EPS forecast indicates due to significant non-cash charges. 

Consequently, we believe Enterprise Value/EBITDA is the best metric to 

value Yingli. Given the various complications and poly execution risk, we 

believe the company deserves a 9 multiple on forecast 2010 EBITDA versus: 

 13 for First Solar (FSLR; rated Neutral; 12-month price target $130), 

 10 for Trina Solar (TSL; rated Strong Buy; 12-month price target $38), 

 10 for Canadian Solar (CSIQ; rated Buy; 12-month price target $27). 

A 9 multiple on YGE, adjusting for the projected increase in net debt and 

minority interest, yields a target price of $11/share. This corresponds to a 

forward P/E of approximately 24x and a price to book value of 1.7x. 

Accordingly, we rate the shares Neutral. 

Company Description 

Headquartered in Baoding, China, Yingli is a leading vertically integrated 

Chinese solar manufacturer; it produces silicon based ingots, wafers, cells 

and modules. It is currently ramping up production of polysilicon, 

completing its vertical integration. The company sells its products globally. 
Yingli has more than 6,000 employees and more than 10 subsidiaries and 

branch offices worldwide. 
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ANALYST CERTIFICATION 

Each analyst hereby certifies that the views expressed in this report reflect the analyst’s personal views about the subject securities 
or issuers. Each analyst also certifies that no part of the analyst’s compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed in this report. 

Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of Greener Dawn 
Investment Corp. and their affiliates, which includes the overall profitability of investment banking services. Compensation for 
research is based on effectiveness in generating new ideas for clients, performance of recommendations, accuracy of earnings 
estimates, and service to clients. 

IMPORTANT DISCLOSURES 

Greener Dawn Investment Corp. or its affiliates do not intend to seek compensation for investment banking services from the 
company in the next 3 months nor has GDI received compensation in the past 12 months. 

The analysts or associates who prepared this report or members of the household of the analysts or associates do not own shares 
of the company. 

Analysts have not received compensation from the company in the past year. 

Risks & Considerations 

Concentrated Share Ownership 

Founder, chairman and CEO Liansheng Miao owns 42% of Yingli shares outstanding. This could create an overhang on the shares if 

Chairman Miao reduces his ownership stake.  

Polysilicon (Fine Silicon) Investment 

Yingli does not have prior experience in manufacturing polysilicon and may face significant challenges relating to polysilicon 

production. The technology used to manufacture polysilicon is complex, requires costly equipment and is continuously being 

modified in an effort to improve yields and product performance.  

Complex Corporate Structure 

Yingli has a complex corporate structure with minority interest partners that may pose a conflict of interest to public shareholders. 

EPS sensitivity/volatility 

Yingli’s earnings are very sensitive to small changes in ASPs. Barring no other changes in operating assumptions, an average change 

in ASP of $0.01/watt for 2010 affects our EPS estimate by approximately $0.15/share. This sensitivity will most likely cause 

variation throughout quarters and is a legitimate area of concern. 

Industry capacity expansion 

Concurrent with hints of reduced pricing pressure, many of the Chinese manufacturers reaffirmed their plans for significant 

capacity expansions. The expansions are sizeable enough to give us pause.   
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Renminbi appreciation  

Prior to the start of the economic crisis in mid-2008, the Chinese government had steadily been allowing the Renminbi to 

appreciate against the dollar from 8.3 RMB/USD in June 2005 to 6.8 RMB/USD in July of 2008, an increase of 18%. For the past year 

and half, the exchange rate has been relatively fixed, but as global growth resumes, pressure to revalue the exchange rate will most 

likely grow. This appreciation will pressure the cost structure of export-oriented Chinese manufacturers like Yingli.  

Greener Dawn Research Rating System 

Strong Buy: We expect the stock to provide a total return of 30% or more within a 12-month period. 

Buy:                 We expect the stock to provide a total return of between 10% and 30% within a 12-month period. 

Neutral:          We expect the stock to provide a total return of between minus 10% and plus 10% within a 12-month period. 

Sell:                 We expect the stock to provide a total return of minus 10% or worse within a 12-month period. 

Total return is defined as price appreciation plus dividend yield. 

Of stocks under research coverage 50% are ranked Neutral, 25% are ranked Strong Buy and 25% are ranked Buy.  

Other Important Disclosures 

Our analysts use various valuation methodologies including discounted cash flow, price/earnings (P/E), enterprise value/EBITDA, 
and P/E to growth rate, among others. Risks to our price targets include failure to achieve financial results, product risk, regulatory 
risk, general market conditions, and the risk of a change in economic conditions. For more specific information, please refer to 
http://www.greenerdawncorp.com/disclaimer/.  

Dissemination of Research 

Greener Dawn Research is available via our web site http://www.greenerdawnresearch.com.  Please contact us for more 
information. Institutional clients may also receive our research via FIRST CALL Research Direct, Reuters, Bloomberg and Cap IQ.  

All of our research is made widely available at the same time to all Greener Dawn Research client groups entitled to our research. 

Conflict Statement  

A general description of how Greener Dawn Research identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at 
http://www.greenerdawncorp.com/disclaimer/. 

General Disclaimer  

The information and opinions in this report were prepared by Greener Dawn Research.  Greener Dawn Research is a division of 

Greener Dawn Investment Corp.  This information is not intended to be used as the primary basis of investment decisions, and 

because of individual client objectives it should not be construed as advice designed to meet the particular investment needs of 

any investor.  This material is for information purposes only and is not an offer or solicitation with respect to the purchase or sale of 

any security.  The reader should assume that Greener Dawn Research, Greener Dawn Investment Corp., or their affiliates may have 

a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 

discussed herein.  The opinions, estimates, and projections contained in this report are those of Greener Dawn Research as of the 
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date of this report and are subject to change without notice.  Greener Dawn Research endeavors to ensure that the contents have 

been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate and 

complete.  However, Greener Dawn Research makes no representation or warranty, express or implied, in respect thereof, takes 

no responsibility for any errors and omissions contained herein, and accepts no liability whatsoever for any loss arising from any 

use of, or reliance on, this report or its contents.  Information may be available to Greener Dawn Research, Greener Dawn 

Investment Corp., or its affiliates that is not reflected in this report.  This report is not to be construed as an offer or solicitation to 

buy or sell any security.  

Additional Disclosures 

Greener Dawn Investment Corp. is a Registered Investment Advisor in the State of California and is offering investment advisory 

services in reliance on exemptions for investment advisors who provide investment advisory services strictly to institutional 

investors.  Greener Dawn Investment Corp. is not an investment advisor registered with the Securities and Exchange Commission or 

with the securities regulators of any state (except California), and at the present time is not eligible to file for federal registration. 

Greener Dawn Investment Corp. is not acting as a broker dealer under any federal or state securities laws. 

Certain personnel of Greener Dawn Investment Corp. (i.e. Research Analysts) are registered representatives of IRC Securities, a 

FINRA member firm registered as a broker-dealer with the Securities and Exchange Commission and certain state securities 

regulators.  As registered representatives and independent contractors of IRC Securities, such personnel may receive commissions 

paid to or shared with IRC Securities for transactions placed by Greener Dawn Investment Group clients directly with IRC Securities 

or with securities firms that may share commissions with IRC Securities in accordance with applicable SEC and FINRA requirements.  

IRC Securities does not distribute the research of Greener Dawn Investment Corp., which is available to select institutional clients 

that have engaged Greener Dawn Investment Corp. 

Certain personnel of Greener Dawn Investment Corp. (i.e. Investment Bankers) are registered representatives of CO Financial Corp., 

a FINRA member firm registered as a broker-dealer with the Securities and Exchange Commission and certain state securities 

regulators.   

 

 


