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• We observe similarities between the performance and outlook of Suzlon 
Energy and Vestas Wind Systems, which just reported its 4QCY09 
results. It appears CY10 sales outlook is muted, but order flow expectation 
remains buoyant across the wind equipment sector. Given anemic order 
flows over the past 4 qs, we believe any pickup in ordering activity would 
be a key catalyst for Suzlon. See European Capital Goods team’s review 
on Vestas’ 4Q nos (Vestas Q4 results - first reaction - ALERT,),  

• Order book (in)visibility: With an order book of 1.7GW Vestas has 
visibility of only about 4 months into CY10, or 31%, based on the 
company’s sales guidance. Suzlon seems to be on a slightly stronger 
wicket, with its 1.5GW order book assuring 58% of next 4 quarters’ 
estimated volumes of 2500MW. Given that domestic orders for Suzlon are 
of spot nature and generally do not get factored into the order book, Suzlon 
may be at less risk of not meeting volume expectations. In the past 12 
months, of the 1,470MW of order inflows, 819MW or 56% were domestic. 
In terms of EBIT margins, Suzlon, which enjoyed 3x Vestas’ margins at 
peak, is now expected to clock around 8%, 200-300bps lower than Vestas. 
This is of course on the back of what we see as likely operating losses in 
FY10. 

• Expectation of a sharp uptick in 2010 ordering activity: Vestas’ order 
flow guidance for the forthcoming year, at 8-9GW, implies 2.6-3x orders 
received in CY09. Suzlon management has stopped providing any order 
inflow guidance, given previous disappointments. However, we believe 
the implied expectation is 3,500MW, i.e. 2.4x the order inflow in the 
trailing 12 month period. Thus, managements seem to hope a sharp 
recovery in the wind market is around the corner. 

• Valuation: Based on Bloomberg consensus estimates, Suzlon trades at a 
premium to Vestas both on P/E and EV/EBITDA. Suzlon trades at 17.6x 
FY11E P/E, while Vestas is at 14.2x CY10E. This premium might be due 
to better revenue visibility for Suzlon.  

 
Table 1: Similarities and differences between Suzlon and Vestas 

 Vestas Suzlon 
OB (MW) 1,747 1,484 
% coverage of next 4 qs guidance / expectation 31 58 
New orders - trailing 4 qs (MW) 3,072 1,470 
Order flow expectation for next 4 qs (MW) 8000-9000 3,500 
CY10 / FY11 outlook - sales growth (%) 6 48 
CY10 / FY11 outlook - EBIT margin (%) 10-11 8.1 
   
P/E - consensus - CY10/FY11 (x) 14.2 17.6 
EV/EBITDA - consensus - CY10/FY11 (x) 7.5 10.6 
Market Cap (US$B) 10.1 2.4 
Source: Company reports and J.P. Morgan estimates. Note: Suzlon follows March year end and Vestas Dec year end. 

https://mm.jpmorgan.com/servlet/UserDocsHelperServlet?action=openpdf&docId=GPS-373061-0
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Other Companies Recommended in This Report (all prices in this report as of market close on 11 February 2010, 
unless otherwise indicated) 
Vestas Wind Systems (VWS.CO/Dkr 268.50 [10-February-2010]/Underweight) 

Analyst Certification:   
The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily 
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with 
respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views expressed in this report 
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of any of the research 
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the 
research analyst(s) in this report.  

Important Disclosures  
 

• Market Maker/ Liquidity Provider: JPMSL and/or an affiliate is a market maker and/or liquidity provider in Vestas Wind 
Systems.  

• Client of the Firm: Suzlon Energy Ltd is or was in the past 12 months a client of JPMSI; during the past 12 months, JPMSI 
provided to the company non-investment banking securities-related services. Vestas Wind Systems is or was in the past 12 months a 
client of JPMSI.  

• Investment Banking (next 3 months): JPMSI or its affiliates expect to receive, or intend to seek, compensation for investment 
banking services in the next three months from Suzlon Energy Ltd.  

• Non-Investment Banking Compensation: JPMSI has received compensation in the past 12 months for products or services other 
than investment banking from Suzlon Energy Ltd. An affiliate of JPMSI has received compensation in the past 12 months for 
products or services other than investment banking from Vestas Wind Systems.  
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Suzlon Energy Ltd (SUZL.BO)  Price Chart

OW Rs390 N Rs340 N Rs80 N Rs80

UW Rs236 N Rs304.8 OW Rs360 N Rs230 N Rs95

Rs280 N Rs300 OW Rs469 N Rs265 N Rs110

Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends.
This chart shows J.P. Morgan's continuing coverage of this stock; the current analyst may or may not have covered it
over the entire period.
J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

 

Date Rating Share Price 
(Rs) 

Price Target 
(Rs) 

11-Feb-07 UW 216.02 236.00 
28-May-07 N 275.69 300.00 
24-Jul-07 N 306.57 304.80 
24-Oct-07 OW 348.21 390.00 
29-Jan-08 OW 314.90 469.00 
04-Mar-08 OW 252.05 360.00 
17-Apr-08 N 292.70 340.00 
01-Aug-08 N 222.80 265.00 
11-Sep-08 N 243.80 230.00 
02-Nov-08 N 45.95 80.00 
01-Jul-09 N 103.70 110.00 
10-Sep-09 N 100.00 95.00 
03-Nov-09 N 58.25 80.00 
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Vestas Wind Systems (VWS.CO)  Price Chart

N Dkr475 N Dkr300 UW Dkr275

N Dkr390 N Dkr330 UW Dkr260 UW Dkr30
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Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends.
This chart shows J.P. Morgan's continuing coverage of this stock; the current analyst may or may not have covered it
over the entire period.
J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

 

Date Rating Share Price 
(Dkr) 

Price Target 
(Dkr) 

22-Nov-06 N 175.25 225.00 
26-Mar-07 N 305.00 235.00 
21-Aug-07 N 323.50 300.00 
08-Oct-07 N 443.00 390.00 
06-Nov-07 N 446.00 475.00 
27-Feb-08 N 547.00 495.00 
04-Sep-08 N 644.00 580.00 
07-Nov-08 N 258.00 330.00 
08-Dec-08 N 263.00 300.00 
24-Feb-09 UW 281.00 290.00 
06-Apr-09 UW 296.00 260.00 
29-Apr-09 UW 339.00 275.00 
30-Jul-09 UW 342.50 320.00 
07-Jan-10 UW 317.90 330.00 
10-Feb-10 UW 290.90 300.00 

 

Explanation of Equity Research Ratings and Analyst(s) Coverage Universe:   
J.P. Morgan uses the following rating system:  Overweight [Over the next six to twelve months, we expect this stock will outperform the 
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.]  Neutral [Over the next six to twelve 
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.]  Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] The analyst or analyst’s team’s coverage universe is the sector 
and/or country shown on the cover of each publication.  See below for the specific stocks in the certifying analyst(s) coverage universe.  
  

  

Coverage Universe: Shilpa Krishnan: Adani Power (ADAN.BO), Bharat Heavy Electricals (BHEL) (BHEL.BO), GMR 
Infrastructure Ltd (GMRI.BO), GVK Power & Infrastructure (GVKP.BO), IVRCL Infrastructure Ltd (IVRC.BO), 
Jaiprakash Associates Ltd (JAIA.BO), Larsen & Toubro (LART.BO), NTPC (NTPC.BO), Reliance Infrastructure Ltd 
(RLIN.BO), Reliance Power (RPOL.BO), Suzlon Energy Ltd (SUZL.BO), Tata Power (TTPW.BO) 
  

J.P. Morgan Equity Research Ratings Distribution, as of December 31, 2009 

 Overweight 
(buy) 

Neutral 
(hold) 

Underweight 
(sell) 

JPM Global Equity Research Coverage 42% 44% 14% 
    IB clients* 58% 57% 42% 
JPMSI Equity Research Coverage 41% 49% 10% 
    IB clients* 78% 73% 57% 

*Percentage of investment banking clients in each rating category. 
For purposes only of NASD/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold 
rating category; and our Underweight rating falls into a sell rating category. 
 

Valuation and Risks:  Please see the most recent company-specific research report for an analysis of valuation methodology and risks on 
any securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on 
the front of this note or your J.P. Morgan representative.  

Analysts’ Compensation:  The equity research analysts responsible for the preparation of this report receive compensation based upon 
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which 
include revenues from, among other business units, Institutional Equities and Investment Banking.  

http://www.morganmarkets.com/
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Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US 
affiliates of JPMSI, are not registered/qualified as research analysts under NASD/NYSE rules, may not be associated persons of JPMSI, 
and may not be subject to NASD Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public 
appearances, and trading securities held by a research analyst account.  

Other Disclosures 
 

J.P. Morgan is the global brand name for J.P. Morgan Securities Inc. (JPMSI) and its non-US affiliates worldwide.  
  

Options related research: If the information contained herein regards options related research, such information is available only to persons who 
have received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation’s Characteristics and Risks of 
Standardized Options, please contact your J.P. Morgan Representative or visit the OCC’s website at 
http://www.optionsclearing.com/publications/risks/riskstoc.pdf.  
  

Legal Entities Disclosures   
U.S.: JPMSI is a member of NYSE, FINRA and SIPC.  J.P. Morgan Futures Inc. is a member of the NFA. JPMorgan Chase Bank, N.A. is a 
member of FDIC and is authorized and regulated in the UK by the Financial Services Authority. U.K.: J.P. Morgan Securities Ltd. (JPMSL) is a 
member of the London Stock Exchange and is authorised and regulated by the Financial Services Authority. Registered in England & Wales No. 
2711006. Registered Office 125 London Wall, London EC2Y 5AJ. South Africa: J.P. Morgan Equities Limited is a member of the Johannesburg 
Securities Exchange and is regulated by the FSB. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated 
by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong. Korea: J.P. Morgan Securities (Far East) Ltd, 
Seoul Branch, is regulated by the Korea Financial Supervisory Service. Australia: J.P. Morgan Australia Limited (ABN 52 002 888 011/AFS 
Licence No: 238188) is regulated by ASIC and J.P. Morgan Securities Australia Limited (ABN 61 003 245 234/AFS Licence No: 238066) is a 
Market Participant with the ASX and regulated by ASIC. Taiwan: J.P.Morgan Securities (Taiwan) Limited is a participant of the Taiwan Stock 
Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. India: J.P. Morgan India Private Limited is a member of 
the National Stock Exchange of India Limited and Bombay Stock Exchange Limited and is regulated by the Securities and Exchange Board of 
India. Thailand: JPMorgan Securities (Thailand) Limited is a member of the Stock Exchange of Thailand and is regulated by the Ministry of 
Finance and the Securities and Exchange Commission. Indonesia: PT J.P. Morgan Securities Indonesia is a member of the Indonesia Stock 
Exchange and is regulated by the BAPEPAM LK. Philippines: J.P. Morgan Securities Philippines Inc. is a member of the Philippine Stock 
Exchange and is regulated by the Securities and Exchange Commission. Brazil: Banco J.P. Morgan S.A. is regulated by the Comissao de Valores 
Mobiliarios (CVM) and by the Central Bank of Brazil. Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V., J.P. Morgan Grupo Financiero is a 
member of the Mexican Stock Exchange and authorized to act as a broker dealer by the National Banking and Securities Exchange Commission. 
Singapore: This material is issued and distributed in Singapore by J.P. Morgan Securities Singapore Private Limited (JPMSS) [MICA (P) 
020/01/2010 and Co. Reg. No.: 199405335R] which is a member of the Singapore Exchange Securities Trading Limited and is regulated by the 
Monetary Authority of Singapore (MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the 
MAS. Malaysia: This material is issued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X) which is a 
Participating Organization of Bursa Malaysia Berhad and a holder of Capital Markets Services License issued by the Securities Commission in 
Malaysia. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Ltd is a member of the Karachi Stock Exchange and regulated by the Securities and 
Exchange Commission of Pakistan. Saudi Arabia: J.P. Morgan Saudi Arabia Ltd. is authorised by the Capital Market Authority of the Kingdom 
of Saudi Arabia (CMA) to carry out dealing as an agent, arranging, advising and custody, with respect to securities business under licence number 
35-07079 and its registered address is at 8th Floor, Al-Faisaliyah Tower, King Fahad Road, P.O. Box 51907, Riyadh 11553, Kingdom of Saudi 
Arabia. Dubai: JPMorgan Chase Bank, N.A., Dubai Branch is regulated by the Dubai Financial Services Authority (DFSA) and its registered 
address is Dubai International Financial Centre - Building 3, Level 7, PO Box 506551, Dubai, UAE. 
  

Country and Region Specific Disclosures   
U.K. and European Economic Area (EEA):  Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by 
JPMSL. Investment research issued by JPMSL has been prepared in accordance with JPMSL's policies for managing conflicts of interest arising 
as a result of publication and distribution of investment research. Many European regulators require that a firm to establish, implement and 
maintain such a policy. This report has been issued in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial 
Services and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons"). This document must 
not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this document relates is only 
available to relevant persons and will be engaged in only with relevant persons. In other EEA countries, the report has been issued to persons 
regarded as professional investors (or equivalent) in their home jurisdiction. Australia:  This material is issued and distributed by JPMSAL in 
Australia to “wholesale clients” only.  JPMSAL does not issue or distribute this material to “retail clients.”  The recipient of this material must not 
distribute it to any third party or outside Australia without the prior written consent of JPMSAL.  For the purposes of this paragraph the terms 
“wholesale client” and “retail client” have the meanings given to them in section 761G of the Corporations Act 2001.  Germany:  This material is 
distributed in Germany by J.P. Morgan Securities Ltd., Frankfurt Branch and J.P.Morgan Chase Bank, N.A., Frankfurt Branch which are 
regulated by the Bundesanstalt für Finanzdienstleistungsaufsicht.  Hong Kong:  The 1% ownership disclosure as of the previous month end 
satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for Persons Licensed by or Registered with the Securities 
and Futures Commission. (For research published within the first ten days of the month, the disclosure may be based on the month end data from 
two months’ prior.) J.P. Morgan Broking (Hong Kong) Limited is the liquidity provider for derivative warrants issued by J.P. Morgan Structured 
Products B.V. and listed on the Stock Exchange of Hong Kong Limited. An updated list can be found on HKEx website: 
http://www.hkex.com.hk/prod/dw/Lp.htm.  Japan: There is a risk that a loss may occur due to a change in the price of the shares in the case of 
share trading, and that a loss may occur due to the exchange rate in the case of foreign share trading. In the case of share trading, JPMorgan 
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Association, The Financial Futures Association of Japan.  Korea:  This report may have been edited or contributed to from time to time by 
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