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Q1 Weather Stats Ahead of Earnings 

Utilities outperformed the S&P500 this past week. Regulated 
utilities under our coverage were up +3.4%, outperforming S&P which 
was down -0.1% amid weaker-than-expected economic reports (lower 
job openings and below consensus private payrolls). Diversifieds were 
+1.7% higher, and IPPs were up +0.7%. In terms of specific stocks, 
XEL was the best performer, up +5.7%, while CEG was the worst, still 
up +0.2%. The group is now trading at ~18.6x, above the 15-year 
average multiple of ~16.6x (NTM) (pg.9). Versus Bond Yields, group 
valuation remains elevated at 20% expensive (pg.11). NTM P/E relative 
to S&P500 is now 1.04x, lower than the historical average of 1.07x 
(pg.10). Our sector thesis played out last year (see our Recession read 
through for Utilities deep dive note published in late March 2022 here) 
as utilities material outperformed (Utes/S&P500 -2%/-19% in 2022). 
Against an ongoing challenging macro backdrop (high inflation/rates, 
elevated customer bills driven by higher fuel costs, regulatory risk rising 
throughout the year), the group is expensive absolutely and versus 
bond yields. While Utes outperform in the run-up to a recession, the 
sector lags during and post the recession. With a recession 
approaching, we remain cautious and expect reversal of the material 
outperformance last year.   

Stock Selection. We prefer value over quality: DTE, ES, ETR, EXC, 
FE, NI, PPL and SRE are Outperform-rated names within the regulated 
value bucket. We are also Outperform-rated on AEE, CNP and XEL 
within quality. Within diversified names, we view AES (top pick) as best 
risk/reward and are Outperform-rated on PEG. Amongst IPP’s, we have 
Outperform ratings on CEG and VST. 

March Employment Report Leans 25 In May. Our Global Policy & 
Central Banking Strategy analyst Krishna Guha in his note on Friday 
stated that the employment report came in slightly above consensus. 
Labor market activity, both growth rates and levels, is still likely too hot 
for many Fed officials concerned about ensuring that inflation 
normalizes back towards 2 percent over the medium-term. His overall 
read, along with most of the recent hard data, leans towards another 
25bps hike from the Fed at the May meeting, but it does not call out for 
more hikes beyond that, especially with credit tightening to come.  

Weekly Feature: US weather in 1Q 2023 was unfavorable for 
utilities versus the same period last year and as compared to 
normal. Based on National Oceanic and Atmospheric Administration 
(NOAA) heating degree day data, the weather in 1Q23 drove -8% lower 
degree days versus last year and -10% below normal, on average 
across the US. Most of the regions were meaningfully lower when 
compared to the same period last year in 1Q22, with the SW Central 
having the largest decrease. Relative to normal, most of the regions 
had unfavorable weather, with South Atlantic having the most 
unfavorable weather. In March, WEC Energy lowered its Q1 guidance 
in light of one of the warmest winters in history in the Upper Midwest. 
Based on our Q1 preview conversations with several companies to 
date, weather has also been communicated as unfavorable versus 
guidance (normal weather), but the impact does vary on a company-
by-company basis versus the prior year, see page 5 for more details.  
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Exhibit 1: Coverage Group Total Return Performance 

Prior Week 2023 YTD 

 
 

2022 2021 

 

Source: FactSet (Total return including dividends). Note: We are restricted on AGR, PNM and our ratings on PCG are currently suspended 
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Our Coverage Universe Comp Sheet

Source:  FactSet, Evercore ISI ResearchUpdated as of 4/6/23. Note: PCG estimates above reflect consensus view from FactSet. NRG EV and EBITDA includes VVNT.

Regulated Utilities

4/6/23 ISI Shares Market 2023 2023 ISI EPS Estimate P/E Multiple Price to Prem. to

Ticker Company Name Price Rating Out Cap Div Yld Payout 2023 2024 2025 2023 2024 2025 Book Group

WEC WEC Energy Group $98.64 In Line 316 31,190 3.1% 67% 4.60 4.90 5.25 21.4x 20.1x 18.8x 2.5x 15%

XEL Xcel Energy Inc $71.27 Outperform 537 38,254 2.7% 58% 3.37 3.59 3.84 21.2x 19.9x 18.6x 2.1x 14%

ED Consolidated Edison Inc $98.97 In Line 362 35,812 3.2% 66% 4.85 5.15 5.45 20.4x 19.2x 18.2x 1.6x 11%

AEE Ameren Corp $90.07 Outperform 267 24,042 2.7% 57% 4.35 4.65 5.00 20.7x 19.4x 18.0x 2.0x 10%

CNP CenterPoint Energy Inc $30.77 Outperform 635 19,525 2.1% 43% 1.49 1.61 1.73 20.6x 19.2x 17.8x 2.1x 9%

CMS CMS Energy Corp $62.31 In Line 297 18,476 3.1% 63% 3.10 3.36 3.65 20.1x 18.6x 17.1x 2.3x 5%

SO Southern Company Inc $72.31 In Line 1,088 78,673 3.8% 77% 3.60 4.05 4.30 20.1x 17.9x 16.8x 2.1x 3%

OGE OGE Energy Corp $38.49 In Line 201 7,733 4.4% 83% 2.03 2.17 2.30 18.9x 17.7x 16.8x 1.7x 3%

PNW Pinnacle West Capital Corp $80.29 In Line 119 9,570 4.1% 81% 4.10 4.65 4.85 19.6x 17.3x 16.6x 1.5x 1%

NI NiSource Inc $28.82 Outperform 451 13,009 3.4% 63% 1.55 1.65 1.80 18.6x 17.5x 16.0x 2.2x -2%

EXC Exelon Corp $43.06 Outperform 999 43,002 3.3% 61% 2.35 2.50 2.70 18.3x 17.2x 15.9x 1.6x -2%

PPL PPL Corp $28.55 Outperform 737 21,043 3.3% 60% 1.59 1.68 1.80 18.0x 17.0x 15.9x 1.4x -3%

ES Eversource Energy $80.82 Outperform 353 28,549 3.4% 62% 4.34 4.70 5.10 18.6x 17.2x 15.8x 1.7x -3%

AEP American Electric Power Co Inc $94.89 In Line 531 50,383 3.4% 61% 5.30 5.65 6.00 17.9x 16.8x 15.8x 1.8x -3%

DTE DTE Energy Co $113.85 Outperform 195 22,236 3.2% 58% 6.25 6.72 7.21 18.2x 17.0x 15.8x 2.2x -3%

DUK Duke Energy Corp $99.74 In Line 779 77,688 4.1% 72% 5.65 6.00 6.35 17.7x 16.6x 15.7x 1.5x -4%

SRE Sempra Energy $155.34 Outperform 319 49,498 3.4% 58% 9.05 9.65 10.10 17.2x 16.1x 15.4x 1.7x -6%

HE Hawaiian Electric Industries, Inc. $39.14 In Line 111 4,338 3.6% 61% 2.30 2.45 2.55 17.0x 16.0x 15.3x 1.6x -6%

FE FirstEnergy Corp $41.70 Outperform 552 23,022 3.9% 65% 2.50 2.63 2.80 16.7x 15.9x 14.9x 2.6x -9%

EVRG Evergy $63.29 In Line 231 14,595 3.9% 67% 3.65 4.00 4.27 17.3x 15.8x 14.8x 1.9x -9%

D Dominion Resources Inc $58.06 In Line 822 47,712 4.8% 79% 3.53 3.76 4.00 16.4x 15.4x 14.5x 1.5x -11%

ETR Entergy Corp $110.97 Outperform 211 23,404 3.7% 61% 6.70 7.15 7.70 16.6x 15.5x 14.4x 1.7x -12%

EIX Edison International $72.56 In Line 391 28,389 3.8% 58% 4.70 5.15 5.50 15.4x 14.1x 13.2x 1.1x -19%

PCG PG&E Corp $16.71 Rating Suspended 1,988 30,551 0.0% 0% 1.10 1.23 1.36 15.2x 13.6x 12.3x 1.4x -24%

Regulated Group Average (Excludes PCG for Div Values) 3.5% 64.3% 18.4x 17.1x 16.0x 1.81x

Regulated Group Average (Excluding Stocks: EIX and PCG) 3.5% 64.6% 18.7x 17.4x 16.3x 1.87x

Regulated Group Max (Excludes PCG for Div Values) 4.8% 83.1% 21.4x 20.1x 18.8x 2.6x

Regulated Group Min (Excludes PCG for Div Values) 2.1% 42.6% 15.2x 13.6x 12.3x 1.1x

Diversified Utilities

4/6/23 ISI Shares Market 2023 2023 ISI EPS Estimate P/E Multiple Price to Prem. to

Ticker Company Name Price Rating Out Cap Div Yld Payout 2023 2024 2025 2023 2024 2025 Book Group

NEE NextEra Energy, Inc. $78.97 In Line 2,004 158,219 2.4% 60% 3.10 3.40 3.65 25.5x 23.2x 21.7x 3.6x 35%

PEG Public Service Enterprise Group Inc $63.31 Outperform 500 31,655 3.5% 65% 3.45 3.75 4.00 18.3x 16.9x 15.8x 2.2x -1%

AES AES Corp $24.40 Outperform 668 16,299 2.7% 39% 1.70 1.90 2.10 14.4x 12.9x 11.6x 2.6x -28%

Diversified Group Average 2.9% 55% 19.4x 17.7x 16.4x 2.8x

Diversified Group Max 3.5% 65% 25.5x 23.2x 21.7x 3.6x

Diversified Group Min 2.4% 39% 14.4x 12.9x 11.6x 2.2x

Independent Power Producers (IPP's)

4/6/23 ISI Shares Market 2023 EV ISI EBITDA Estimate EV/EBITDA Multiple Price to Prem. to

Ticker Company Name Price Rating Out Cap Div Yld 2023 2024 2025 2023 2024 2025 Book Group

CEG Constellation Energy Corporation $76.96 Outperform 328 25207 1.5% 30,686 3,100 3,300 3,500 9.9x 9.3x 8.8x 2.6x 27%

VST Vistra Corp. $24.07 Outperform 381 9182 3.3% 24,974 3,500 3,600 3,600 7.1x 6.9x 6.9x 3.1x 0%

NRG NRG Energy, Inc. $34.82 In Line 230 8001 4.4% 15,953 2,900 3,100 3,150 5.5x 5.1x 5.1x 1.9x -27%

IPP Group Average 3.1% 7.5x 7.1x 6.9x

IPP Group Max 4.4% 9.9x 9.3x 8.8x

IPP Group Min 1.5% 5.5x 5.1x 5.1x
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Comparables - Short Interest

Source:  FactSet, Evercore ISI ResearchUpdated as of 4/6/23

RSI Short Interest Ratio (Days to Cover) Absolute  Shares Short Shares Short

Current vs Prior 1-Month Chg 6-Month Chg Current (MM) Chg vs. Prior 1-Month Chg 6-Month Chg (%Float)

Ticker 3/15/23 2/28/23 2/15/23 9/15/22 3/15/23 2/28/23 2/15/23 9/15/22 Current

Regulated Utilities

WEC Energy Group Inc WEC 61.0 60.6 2.7 -26% -21% -49% 4.3 2% 8% -15% 1.4%

Xcel Energy Inc. XEL 64.6 58.5 2.4 -18% 12% -26% 8.0 11% 32% 24% 1.5%

Consolidated Edison, Inc. ED 56.4 59.1 4.7 99% 28% -25% 9.4 62% 47% 27% 2.6%

Ameren Corporation AEE 59.7 55.7 3.7 28% 33% 0% 4.6 18% 6% 5% 1.8%

CenterPoint Energy, Inc. CNP 59.6 56.9 1.9 -29% -30% -49% 9.1 -4% -4% -12% 1.5%

CMS Energy Corporation CMS 50.9 52.7 4.0 -7% 39% 39% 7.5 10% 42% 48% 2.6%

Pinnacle West Capital Corporation PNW 55.9 61.2 1.5 -23% -5% -50% 1.7 -15% 14% -27% 1.5%

OGE Energy Corp. OGE 66.3 54.0 4.2 46% 17% 11% 4.7 2% 29% 43% 2.4%

Southern Company SO 65.8 63.7 2.4 19% -14% -38% 11.5 13% 11% -4% 1.1%

NiSource Inc NI 56.3 54.9 1.5 26% -8% -66% 6.4 1% -10% -49% 1.6%

Exelon Corporation EXC 55.7 53.7 1.8 43% -15% 8% 13.4 23% 38% 28% 1.4%

PPL Corporation PPL 61.5 53.4 2.0 24% 0% -27% 12.0 1% 24% 11% 1.6%

Eversource Energy ES 64.2 53.6 2.0 -13% -18% -47% 4.4 10% 11% 7% 1.3%

Duke Energy Corporation DUK 54.6 51.8 2.2 -29% -1% -32% 7.3 -9% 8% 0% 0.9%

DTE Energy Company DTE 56.5 49.2 1.1 -18% -34% -62% 1.7 -9% 1% -25% 0.8%

American Electric Power Company, Inc. AEP 56.6 55.3 2.3 -3% 4% -44% 6.5 -11% 17% -19% 1.3%

Hawaiian Electric Industries, Inc. HE 57.5 42.0 2.9 -27% -57% -16% 1.7 -11% 1% 39% 1.6%

Sempra Energy SRE 57.4 48.2 2.4 28% 1% -14% 3.5 26% 25% 26% 1.1%

Evergy, Inc. EVRG 61.2 55.1 1.7 9% 43% -45% 2.5 22% 43% 10% 1.1%

FirstEnergy Corp. FE 58.1 55.0 2.1 -25% 46% -33% 7.4 -23% 12% 7% 1.3%

Dominion Energy Inc D 57.7 49.3 1.4 24% 1% -60% 6.8 27% 17% -20% 0.8%

Entergy Corporation ETR 61.7 53.6 1.5 1% 39% -64% 2.1 -17% 22% -51% 1.0%

Edison International EIX 63.4 60.0 4.3 44% -17% -9% 8.5 9% -12% 43% 2.2%

PG&E Corporation PCG 57.7 58.3 3.9 -16% -47% -52% 64.0 -6% -22% -22% 3.7%

Regulated Utilities Average 59.2 54.8 2.5 7% 0% -31% 8.7 5% 15% 3% 1.6%

Diversified Utilities

NextEra Energy, Inc. NEE 61.3 60.0 1.6 -15% -6% -68% 15.7 -13% -26% -47% 0.8%

Public Service Enterprise Group Inc PEG 65.7 54.5 1.5 -24% -35% -42% 4.5 -18% -8% -17% 0.9%

AES Corporation AES 58.3 43.3 2.3 12% -10% -13% 10.0 -2% -13% -18% 1.5%

Diversified Utilities Average 61.8 52.6 1.8 -9% -17% -41% 10.0 -11% -16% -27% 1.1%

Independent Power Producers (IPP's)

Constellation Energy Corporation CEG 42.9 47.9 2.8 54% 13% 26% 6.3 21% 29% 60% 1.9%

NRG Energy, Inc. NRG 64.3 53.3 3.1 25% 5% -60% 13.5 10% 15% -12% 6.0%

Vistra Corp. VST 34.4 54.6 1.0 -61% -63% -62% 7.6 -11% 0% -29% 2.0%

IPP's Average 47.2 51.9 2.3 6% -15% -32% 9.1 7% 15% 6% 3.3%

Coverage Universe Average 58.2 54.3 2.4 5% -3% -32% 8.9 4% 12% 0% 1.7%
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Weekly Feature: US weather in 1Q 2023 was unfavorable for utilities versus the same period 

last year and as compared to normal.

Source:  NOAA, Evercore ISI Research

• US weather in 1Q 2023 was unfavorable for utilities versus the same period last year and as compared to normal. Based on National

Oceanic and Atmospheric Administration (NOAA) heating degree day data, the weather in 1Q23 drove -8% lower degree days versus last year

and -10% below normal, on average across the US. Most of the regions were meaningfully lower when compared to the same period last year in

1Q22, with the SW Central having the largest decrease. Relative to normal, most of the regions had unfavorable weather, with South Atlantic

having the most unfavorable weather. In March, WEC Energy lowered its Q1 guidance in light of one of the warmest winters in history in the

Upper Midwest, based on our Q1 preview conversations with several companies to date, weather has also been communicated as unfavorable

versus guidance (normal weather), but the impact does vary on a company-by-company basis versus the prior year.
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United States Actual vs. Normal Degree Days

2023 Actual 2022 Actual Normal

Jan. heating Jan. heating Jan. heating % change vs. % change vs.

Region 2023 actual 2022 actual norm year-ago norm

New England 945 1,299 1,246 -27% -24%

Middle Atlantic 849 1,224 1,158 -31% -27%

NE Central 1,007 1,355 1,302 -26% -23%

NW Central 1,196 1,419 1,390 -16% -14%

South Atlantic 469 654 643 -28% -27%

SE Central 577 838 820 -31% -30%

SW Central 433 561 593 -23% -27%

Mountain 993 906 951 10% 4%

Pacific 613 507 564 21% 9%

United States 742 927 917 -20% -19%

Feb. heating Feb. heating Feb. heating % change vs. % change vs.

Region 2023 actual 2022 actual norm year-ago norm

New England 955 995 1,060 -4% -10%

Middle Atlantic 811 920 983 -12% -17%

NE Central 887 1,067 1,061 -17% -16%

NW Central 1,040 1,182 1,078 -12% -4%

South Atlantic 327 420 507 -22% -36%

SE Central 428 597 623 -28% -31%

SW Central 362 501 414 -28% -13%

Mountain 863 825 737 5% 17%

Pacific 573 440 439 30% 31%

United States 649 725 732 -10% -11%

Mar. heating Mar. heating Mar. heating % change vs. % change vs.

Region 2023 actual 2022 actual norm year-ago norm

New England 854 837 913 2% -6%

Middle Atlantic 787 738 827 7% -5%

NE Central 857 786 864 9% -1%

NW Central 965 855 858 13% 12%

South Atlantic 337 295 373 14% -10%

SE Central 414 382 452 8% -8%

SW Central 229 272 263 -16% -13%

Mountain 811 629 633 29% 28%

Pacific 597 370 416 61% 44%

United States 617 538 593 15% 4%

Q1 2023 Q1 2022 Norm % change vs. % change vs.

year-ago norm

New England 2,754 3,131 3,219 -12% -14%

Middle Atlantic 2,447 2,882 2,968 -15% -18%

NE Central 2,751 3,208 3,227 -14% -15%

NW Central 3,201 3,456 3,326 -7% -4%

South Atlantic 1,133 1,369 1,523 -17% -26%

SE Central 1,419 1,817 1,895 -22% -25%

SW Central 1,024 1,334 1,270 -23% -19%

Mountain 2,667 2,360 2,321 13% 15%

Pacific 1,783 1,317 1,419 35% 26%

U.S. 2,008 2,190 2,242 -8% -10%
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Source: Evercore ISI Research

▪ Our historical base case (“case 1”) assumed an orderly transition to higher interest rates, with authorized ROEs falling to 9.25%

from 9.75%, and 10-year Treasury yields rising over the next several years, resulting at the end in a 2.50% spread between the

return on equity and the calculated cost of equity.

▪ When you look at the current valuation of 16.3x ’25, below our “case 1” scenario of 17.5x, as described above it implies

moderation in authorized ROEs and faster pace of rate increases.

▪ Our case 2 uses the same assumptions as case 1 with a 100 bps higher growth rate. Long term with IRA boosting

capex/rate base - valuations could diverge towards Case 2

▪ Case 3 models the same level of growth as case 2 with 35 bps lower LT cost of equity.

▪ In our “case 4” scenario we assume authorized ROEs moderate and interest rates rise more rapidly, resulting in a more

meaningful near-term reduction in profitability, along with a steeper decline in rate base growth, which drives utilities back to a

P/E multiple that is closer to long-term historic averages.

Utilities are trading below our Case 1. Long term with IRA boosting capex/rate base - valuations 

could diverge towards Case 2

DDM Model Summary Case 1 Case 2 Case 3 Case 4

Base Rates Low Rates Low ROEs Fade

ROE and Cost of Equity Assumptions Case Long Time Long Time Rates Rise

ROE (Year 1) 9.75% 9.75% 9.75% 9.75%

Annual ROE Change (+/-) -0.10% -0.10% -0.10% -0.10%

Final ROE 9.25% 9.25% 9.25% 9.25%

Years Until LT Cost of Equity Spread 5 5 5 5

Implied Annual Cost of Equity Change (+/-) -0.10% -0.10% -0.17% -0.05%

LT ROE / Cost of Equity Spread 2.50% 2.50% 2.85% 2.25%

LT Cost of Equity 6.75% 6.75% 6.40% 7.00%

Base Base Higher Lower

Growth Assumptions Case Case Growth Growth

RB Growth (Year 1-5) 5.50% 6.50% 6.50% 4.00%

RB Growth (Year 6-10) 3.50% 3.50% 5.50% 2.00%

RB Growth (Year 11+ and Terminal) 2.50% 3.50% 3.00% 1.25%

Terminal Value (Yes/No) Yes Yes Yes Yes

35 Year Average Payout Ratio - Implied 71.2% 65.0% 67.5% 82.6%

'25 P/E Multiple 17.5x 20.0x 22.0x 15.0x
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Utilities Are 20% Expensive on ‘24 Yields Assuming Yields Remain Unchanged

Source:  FactSet, Evercore ISI Research

Regulated utilities now look ~24% expensive on 

current yields

If rates stay unchanged for the next 12 months, 

regulated utilities now ~20% expensive

Updated as of 4/6/23

Utility Valuation 10 YR 3.30% Utility Valuation 10 YR 3.30%

4/6/23 Baa 5.44% 4/6/23 Baa 5.44%

Expected Upside / Expected Upside / 

Defensive Implied (Downside) Defensive Implied (Downside)

Confidence Intervals Index Yld 2023 P/E for Index Confidence Intervals Index Yld 2024 P/E for Index

- 95% Confidence Interval 2.58% 2.48% 25.4x 37.1% - 95% Confidence Interval 2.58% 2.48% 25.1x 44.2%

2.80% 2.63% 24.0x 29.2% 2.80% 2.63% 23.7x 35.9%

3.02% 2.78% 22.6x 22.1% 3.02% 2.78% 22.4x 28.4%

3.24% 2.93% 21.5x 15.8% 3.24% 2.93% 21.2x 21.8%

3.46% 3.08% 20.4x 10.1% 3.46% 3.08% 20.2x 15.8%

3.68% 3.24% 19.5x 4.9% 3.68% 3.24% 19.2x 10.4%

- 68% Confidence Interval 3.90% 3.39% 18.6x 0.2% - 68% Confidence Interval 3.90% 3.39% 18.4x 5.4%

4.12% 3.54% 17.8x -4.1% Current Valuation 4.12% 3.54% 17.6x 0.9%

4.34% 3.69% 17.1x -8.0% 4.34% 3.69% 16.9x -3.2%

4.56% 3.84% 16.4x -11.6% 4.56% 3.84% 16.2x -7.1%

4.78% 4.00% 15.8x -15.0% 4.78% 4.00% 15.6x -10.6%

5.00% 4.15% 15.2x -18.1% 5.00% 4.15% 15.0x -13.9%

5.22% 4.30% 14.7x -21.0% 5.22% 4.30% 14.5x -16.9%

Predicted Valuation 5.44% 4.45% 14.2x -23.7% Predicted Valuation 5.44% 4.45% 14.0x -19.7%

5.66% 4.60% 13.7x -26.2% 5.66% 4.60% 13.5x -22.4%

5.88% 4.75% 13.2x -28.6% 5.88% 4.75% 13.1x -24.9%

6.10% 4.91% 12.8x -30.8% 6.10% 4.91% 12.7x -27.2%

6.32% 5.06% 12.5x -32.8% 6.32% 5.06% 12.3x -29.4%

6.54% 5.21% 12.1x -34.8% 6.54% 5.21% 12.0x -31.4%

+ 68% Confidence Interval 6.76% 5.36% 11.7x -36.6% + 68% Confidence Interval 6.76% 5.36% 11.6x -33.4%

6.98% 5.51% 11.4x -38.4% 6.98% 5.51% 11.3x -35.2%

7.20% 5.66% 11.1x -40.0% 0 7.20% 5.66% 11.0x -36.9%

7.42% 5.82% 10.8x -41.6% 0 7.42% 5.82% 10.7x -38.6%

7.64% 5.97% 10.6x -43.1% 7.64% 5.97% 10.4x -40.1%

7.86% 6.12% 10.3x -44.5% 7.86% 6.12% 10.2x -41.6%

+ 95% Confidence Interval 8.08% 6.27% 10.0x -45.8% + 95% Confidence Interval 8.08% 6.27% 9.9x -43.0%

BBB Yield 

%

BBB Yield 

%
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Regulated Dividend Yields vs. 10Y UST and Baa Yields During ’08/’09 Financial Crisis

Source:  FactSet, Evercore ISI Research

• During the last recession, correlation between regulated dividend yield and Moody’s Baa Yield was at ~79% vs.

~27% correlation for dividend yield and 10yr Treasury Yield.
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Absolute valuation is higher than historical average

Source:  FactSet, Evercore ISI Research

• The group is now trading at ~18.6x, higher than the 15-year average multiple of 16.6x (NTM)

• On an absolute basis, NTM PEs for Utes averaged ~15x 12mths leading up to the 08/09 recession peaking at

~17x, below where the group is trading currently.

• In the COVID recession however, absolute P/E for Utes averaged ~21x 12mths prior and peaked at 23x, which

would be 24% upside from current levels at ~18.6x.

Updated as of 4/6/23
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Group’s NTM P/E relative to S&P 500 is lower than the historical average

Source:  FactSet, Evercore ISI Research

• NTM P/E relative to S&P 500 is 1.04x, lower than the historical average of 1.07x.

• NTM relative PEs for Utes averaged 1.07x 12mths leading up to the 08/09 recession peaking at 1.13x, 9% higher

than where the group is trading currently.

• In the COVID recession, relative P/E for Utes averaged 1.22x 12mth prior and peaked at 1.30x, which would be

~25% upside from current levels at 1.04x assuming S&P500 stays flat.

Updated as of 4/6/23
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• The group was 16% expensive on average when compared to Moody’s Baa yield in our bond regression model

12mths prior to the 08/09 recession with group valuation peaking at 24%.

• Utes were 4% expensive on average in our bond regression model 12mths leading up to the COVID recession

peaking at 12%.

• Utes are now 20% expensive in our bond model, 4% below 08/09 pre-recession peak.

Versus Bond Yields, group valuation remains elevated, 20% expensive

Source:  FactSet, Evercore ISI ResearchUpdated as of 4/6/23
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Utility Stock Price Performance vs. SP500 From YE ’17 To Present 

Source:  FactSet, Evercore ISI ResearchUpdated as of 4/6/23, compounded return, 7-day intervals 
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History Lesson: Utility Stock Price Performance vs. SP500 From 2006 To Present 

Source:  FactSet, Evercore ISI Research

• This shows the performance of regulated utilities vs. the SP500 from YE ‘06, through the recessions, until present.

• Assuming compounding returns and dividends reinvested, utilities are up ~347% vs. ~300% for the SP500 from

YE ‘06 to present.

Updated as of 4/6/23
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The Spread Between Corporates And Treasuries Is Below The Historical Average

• The spread between corporates and Treasuries has averaged 223bp since 1970.

• At the beginning of 2015, the 10-year was ~2.2% and corporates were 4.7%, a spread of 250bp.

• The wide spread between US Treasuries and corporates was the key factor that made utilities look fully priced

in our bond model from October 2015 through early April 2016.

• Prior to COVID, that spread peaked last at 363bp on 2/16/16, with the 10-year yield at 1.74% and corporate

bond yield average at 5.37%. On 3/23/20 during COVID, the spread peaked at ~431bp.

• The spread was 156bp on 1/31/18 and is currently at 215bp.

Source:  FactSet, Evercore ISI Research

Monthly Moody’s BAA / 10 Year SpreadDaily Moody’s Baa / 10 Year Spread

Updated as of 4/6/23
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Utilities vs. Inflation

Source:  FactSet, Evercore ISI Research

• We plot the utilities relative performance to S&P 500 vs change in consumer price index (CPI) going back to

2007. The top five inflationary periods in our analysis saw an average of 3.5% increase in CPI and a 2.7%

average underperformance by utilities. Three of the top five inflationary periods saw meaningful

underperformance by utilities but two (first half of 2022 and first half of 2008) saw outperformance.

Updated as of 7/18/22

CPI % change Uts Relative performance Baa yield % change 10yr Treasury % Change

First half 2022 4.8% 19.0% 42.2% 69.7%

First half 2008 3.7% 2.0% 4.6% 12.8%

First half 2021 3.3% -3.4% 14.8% 75.3%

First half 2007 2.9% -11.4% 5.7% 5.9%

Second half 2021 2.9% -7.2% 2.4% 0.0%

Average 3.5% -2.7% 9.4% 29.8%

Top 5 inflationary periods
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Weekly Economic Chart: Turning Point

Source:  Evercore ISI Research

• Our Evercore ISI economist Ed Hyman published a note last week sharing his views on the

turning point. Ed stated that these 15 indicators help explain why bond yields have declined back

below 3.30%. In just 10 days, GDPNow for 1Q has slipped from +3.5% to +1.5%. Market odds of a

May pause are up to 60%.
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TIMESTAMP 

(Article  3(1)e and Article 7 of MAR) 

Time of dissemination: April 09 2023 2:21 PM ET  

ANALYST CERTIFICATION 

The analysts, Durgesh Chopra, Michael Lonegan, Sharon Wang, primarily responsible for the preparation of this research report attest to the 
following: (1) that the views and opinions rendered in this research report reflect his or her personal views about the subject companies or 
issuers; and (2) that no part of the research analyst’s compensation was, is, or will be directly related to the specific recommendations or views in 
this research report. 

  

IMPORTANT DISCLOSURES 

This report is approved and/or distributed  by Evercore Group L.L.C. ("Evercore Group"), a U.S. licensed broker-dealer regulated by the Financial 
Industry Regulatory  Authority ("FINRA"), and Evercore ISI International Limited ("lSI UK''), which is authorized and regulated in the United 
Kingdom by the Financial Conduct Authority. The institutional sales, trading and research businesses of Evercore Group and lSI UK collectively 
operate under the global marketing brand name Evercore lSI ("Evercore lSI"). Both Evercore Group and lSI UK are subsidiaries of Evercore Inc. 
("Evercore "). The trademarks, logos and service marks shown on this report are registered trademarks of Evercore. 

The analysts and associates responsible for preparing this report receive compensation based on various factors, including Evercore’s Partners' 
total revenues, a portion of which is generated by affiliated investment banking transactions. Evercore lSI seeks to update its research as 
appropriate, but various regulations may prevent this from happening in certain instances.  Aside from certain industry reports published on a 
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the analyst's judgment. 

Evercore lSI generally prohibits analysts, associates and members of their households from maintaining a financial interest in the securities of 
any company in the analyst's area of coverage.  Any exception to this policy requires specific approval by a member of our Compliance 
Department. Such ownership is subject to compliance with applicable regulations and disclosure.  Evercore lSI also prohibits analysts, associates 
and members of their households from serving as an officer, director, advisory board member or employee of any company that the analyst 
covers. 

This report may include a Tactical Call, which describes a near-term event or catalyst affecting the subject company or the market overall and 
which is expected to have a short-term price impact on the equity shares of the subject company. This Tactical Call is separate from the analyst's 
long-term recommendation (Outperform, In Line or Underperform) that reflects a stock's forward 12-month expected return, is not a formal rating 
and may differ from the target prices and recommendations reflected in the analyst's long-term view. 

Applicable current disclosures regarding the subject companies covered in this report are available at the offices of Evercore ISI: 55 
East 52nd Street, New York, NY 10055, and at the following site: https://evercoreisi.mediasterling.com/disclosure. 

Evercore and its affiliates, and I or their respective directors, officers, members and employees, may have, or have had, interests or qualified 
holdings on issuers mentioned in this report. Evercore and its affiliates may have, or have had, business relationships with the companies 
mentioned in this report. 

Additional information on securities or financial instruments mentioned in this report is available upon request. 

 

Ratings Definitions 

Current Ratings Definition 

Evercore lSI's recommendations are based on a stock's total forecasted return over the next 12 months. Total forecasted return is equal to the 
expected percentage price return plus gross dividend yield. We divide our stocks under coverage into three primary ratings categories, with the 
following return guidelines: 

Outperform- the total forecasted return is expected to be greater than the expected total return of the analyst's coverage sector. 
In Line- the total forecasted return is expected to be in line with the expected total return of the analyst's coverage sector. 
Underperform- the total forecasted return is expected to be less than the expected total return of the analyst's coverage sector. 
Coverage  Suspended- the rating and target price have been removed pursuant  to Evercore  lSI policy when Evercore is acting in an advisory 
capacity in a merger or strategic transaction  involving this company  and in certain other circumstances.* 
Rating Suspended- Evercore lSI has suspended the rating and target price for this stock because there is not sufficient fundamental basis for 
determining, or there are legal, regulatory or policy constraints around publishing, a rating or target price. The previous rating and target price, if 
any, are no longer in effect for this company  and should not be relied upon.* 

*Prior to October 10, 2015, the "Coverage Suspended" and "Rating Suspended" categories were included in the category "Suspended." 

FlNRA requires that members who use a ratings system with terms other than "Buy," "Hold/Neutral" and "Sell" to equate their own 
ratings to these categories.  For this purpose, and in the Evercore lSI ratings distribution below, our Outperform, In Line, and 
Underperform ratings can be equated to Buy, Hold and Sell, respectively. 

Historical Ratings Definitions 

Prior to March 2, 2017, Evercore lSI's recommendations were based on a stock's total forecasted return over the next 12 months: 

Buy- the total forecasted return is expected to be greater than 10% 
Hold- the total forecasted return is expected to be greater than or equal to 0% and less than or equal to 10% 
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Sell -the total forecasted return is expected to be less than 0% 

On October 31, 2014, Evercore Partners acquired International Strategy & Investment Group LLC ("lSI Group") and lSI UK (the "Acquisition") and 
transferred Evercore Group's research, sales and trading businesses to lSI Group. On December 31, 2015, the combined research, sales and 
trading businesses were transferred back to Evercore Group in an internal reorganization. Since the Acquisition, the combined research, sales 
and trading businesses have operated under the global marketing brand name Evercore lSI. 

lSI Group and lSI UK: 

Prior to October 10, 2014, the ratings system of lSI Group LLC and lSI UK which was based on a 12-month risk adjusted total return:  

Strong Buy- Return > 20% 
Buy- Return 10% to 20% 
Neutral - Return 0% to 10%  
Cautious- Return -10% to 0%  
Sell-  Return< -10% 

For disclosure purposes, lSI Group and lSI UK ratings were viewed as follows: Strong Buy and Buy equate to Buy, Neutral equates to Hold, and 
Cautious and Sell equate to Sell.  

Evercore Group: 

Prior to October 10, 2014, the rating system of Evercore Group was based on a stock's expected total return relative to the analyst's coverage 
universe over the following 12 months. Stocks under coverage were divided into three categories: 

Overweight- the stock is expected to outperform the average total return of the analyst's coverage universe over the next 12 months. 
Equal-Weight- the stock is expected to perform in line with the average total return of the analyst's coverage universe over the next 12 months. 
Underweight -the stock is expected to underperform the average total return of the analyst's coverage universe over the next 12 months. 
Suspended- the company rating, target price and earnings estimates have been temporarily suspended. 

For disclosure purposes, Evercore Group's prior "Overweight," "Equal-Weight" and "Underweight" ratings were viewed as "Buy," "Hold" and 
"Sell," respectively. 

Ratings Definitions for Portfolio-Based Coverage 

Evercore lSI utilizes an alternate rating system for companies covered by analysts who use a model portfolio-based approach to determine a 
company's investment recommendation. Covered companies are included or not included as holdings in the analyst's Model Portfolio, and have 
the following ratings: 

Long- the stock is a positive holding in the model portfolio; the total forecasted return is expected to be greater than 0%.  
Short- the stock is a negative holding in the model portfolio; the total forecasted return is expected to be less than 0%.  
No Position- the stock is not included in the model portfolio. 
Coverage Suspended- the rating and target price have been removed pursuant to Evercore lSI policy when Evercore is acting in an advisory 
capacity in a merger or strategic transaction involving this company, and in certain other circumstances; a stock in the model portfolio is removed.  
Rating Suspended - Evercore lSI has suspended the rating and/or target price for this stock because there is not sufficient fundamental basis for 
determining, or there are legal, regulatory or policy constraints around publishing, a rating or target price. The previous rating and target price, if 
any, are no longer in effect for this company and should not be relied upon; a stock in the model portfolio is removed. 

Stocks included in the model portfolio will be weighted from 0 to 100% for Long and 0 to -100% for Short. A stock's weight in the portfolio reflects 
the analyst's degree of conviction in the stock's rating relative to other stocks in the portfolio. The model portfolio may also include a cash 
component. At any given time the aggregate weight of the stocks included in the portfolio and the cash component must equal100%. 

Stocks assigned ratings under the alternative model portfolio-based coverage system cannot also be rated by Evercore lSI's Current Ratings 
definitions of Outperform, In Line and Underperform. 

FlNRA requires that members who use a ratings system with terms other than "Buy," "Hold/Neutral" and "Sell," to equate their own 
ratings to these categories. For this purpose, and in the Evercore lSI ratings distribution below, our Long, No Position and Short 
ratings can be equated to Buy, Hold and Sell respectively. 

 

Evercore lSI rating (as of 04/09/2023) 

Coverage Universe  Investment Banking Services I Past 12 Months 

Ratings Count Pct. 

Buy 483 58 

Hold 308 37 

Sell 15 2 

Coverage Suspended 16 2 

Rating Suspended 6 1 
 

 Ratings Count Pct. 

Buy 51 11 

Hold 26 8 

Sell 0 0 

Coverage Suspended 4 25 

Rating Suspended 1 17 

 

 

Issuer-Specific Disclosures (as of April 09, 2023) 

 
Price Charts 
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GENERAL DISCLOSURES 

This report is approved and/or distributed by Evercore Group L.L.C. (“Evercore Group”), a U.S. licensed broker-dealer regulated by the Financial 
Industry Regulatory Authority (“FINRA”) and by International Strategy & Investment Group (UK) Limited (“ISI UK”), which is authorised and 
regulated in the United Kingdom by the Financial Conduct Authority. The institutional sales, trading and research businesses of Evercore Group 
and ISI UK collectively operate under the global marketing brand name Evercore ISI ("Evercore ISI"). Both Evercore Group and ISI UK are 
subsidiaries of Evercore Inc. ("Evercore"). The trademarks, logos and service marks shown on this report are registered trademarks of Evercore 
Inc. 

This report is provided for informational purposes only. It is not to be construed as an offer to buy or sell or a solicitation of an offer to buy or sell 
any financial instruments or to participate in any particular trading strategy in any jurisdiction. The information and opinions in this report were 
prepared by employees of affiliates of Evercore. The information herein is believed by Evercore ISI to be reliable and has been obtained from 
public sources believed to be reliable, but Evercore ISI makes no representation as to the accuracy or completeness of such information. 
Opinions, estimates and projections in this report constitute the current judgment of the author as of the date of this report. They do not 
necessarily reflect the opinions of Evercore or its affiliates and are subject to change without notice. In addition, opinions, estimates and 
projections in this report may differ from or be contrary to those expressed by other business areas or groups of Evercore and its affiliates. 
Evercore ISI has no obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any matter stated 
herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. Facts and views in 
Evercore ISI research reports and notes have not been reviewed by, and may not reflect information known to, professionals in other Evercore 
affiliates or business areas, including investment banking personnel. 

Evercore ISI does not provide individually tailored investment advice in research reports. This report has been prepared without regard to the 
particular investments and circumstances of the recipient. The financial instruments discussed in this report may not suitable for all investors and 
investors must make their own investment decisions using their own independent advisors as they believe necessary and based upon their 
specific financial situations and investment objectives. Securities and other financial instruments discussed in this report, or recommended or 
offered by Evercore ISI, are not insured by the Federal Deposit Insurance Corporation and are not deposits of or other obligations of any insured 
depository institution. If a financial instrument is denominated in a currency other than an investor’s currency, a change in exchange rates may 
adversely affect the price or value of, or the income derived from the financial instrument, and such investor effectively assumes such currency 
risk. In addition, income from an investment may fluctuate and the price or value of financial instruments described in this report, either directly or 
indirectly, may rise or fall. Estimates of future performance are based on assumptions that may not be realized. Furthermore, past performance is 
not necessarily indicative of future performance. 

Recipients who are not institutional investors or market professionals should seek the advice of their independent financial advisor before 
considering information in this report in connection with any investment decision, or for a necessary explanation of its contents. 

Evercore ISI salespeople, traders and other professionals may provide oral or written market commentary or trading strategies to our clients that 
reflect opinions that are contrary to the opinions expressed in this research. Our asset management affiliates and investing businesses may 
make investment decisions that are inconsistent with the recommendations or views expressed in this research. 

Electronic research is simultaneously available to all clients. This report is provided to Evercore ISI clients and may not be redistributed, 
retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of Evercore ISI. Receipt and review 
of this research report constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion or 
information contained in this report (including any investment recommendations, estimates or target prices) without first obtaining express 
permission from Evercore ISI. 

This report is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be 
contrary to local law or regulation. 

For investors in the UK: In making this report available, Evercore makes no recommendation to buy, sell or otherwise deal in any securities or 
investments whatsoever and you should neither rely or act upon, directly or indirectly, any of the information contained in this report in respect of 
any such investment activity. This report is being directed at or distributed to, (a) persons who fall within the definition of Investment Professionals 
(set out in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”)); (b) persons falling within 
the definition of high net worth companies, unincorporated associations, etc. (set out in Article 49(2) of the Order); (c) other persons to whom it 
may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”). This report must not be acted on or 
relied on by persons who are not relevant persons. 

The distribution of these materials to persons or entities in Switzerland is not intended to, and does not, constitute a financial service under the 
Swiss Financial Services Act (FinSA).  In particular, the distribution of these materials does not constitute the provision of personal 
recommendations on transactions with financial instruments (investment advice) within the meaning of Article 3(c)(4) of FinSA. 

This material has been prepared by Evercore Group L.L.C. for distribution in New Zealand to financial advisers and wholesale clients only and is 
not intended for retail clients (as those terms are defined in the Financial Markets Conduct Act 2013 (‘FMCA’)). Evercore Group L.L.C. is not, and 
is not required to be, registered or licensed under the FMCA, and unless otherwise stated any financial products referred to in this material are 
generally only available in New Zealand for issue to those satisfying the wholesale investor criteria in the FMCA. 

Applicable current disclosures regarding the subject companies covered in this report are available at the offices of Evercore ISI: 55 
East 52nd Street, New York, NY 10055, and at the following site: https://evercoreisi.mediasterling.com/disclosure. 

In compliance with the European Securities and Markets Authority's Market Abuse Regulation, a list of all Evercore ISI recommendations 
disseminated in the preceding 12 months for the subject companies herein, may be found at the following site: 
https://evercoreisi.mediasterling.com/disclosure.. 

© 2023. Evercore Group L.L.C. All rights reserved. 
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