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US Alternative Energy & YieldCos 
Reviewing The YieldCo Track Record 
 

It's getting busier with every passing year 
After 2013 and 2014 it is shaping up to be another busy year for YieldCos. The last 
couple of years witnessed seven IPOs (four in 2013 and three in 2014) with 2015 
already hosting its fair share (HIFR and CAFD). TERP Global another SUNE offshoot is 
already on course for its IPO in 2H15 with others poised to come later this year. 

It's getting bigger as well 
Until now, ABY had the biggest gross proceeds of ~$829M. Except HASI and RNW-CA, 
the balance of offerings raised more than $400M. However, at the midpoint of its 
proposed range, $20 per share, and listing of ~65M shares, TERP Global is expected to 
raise ~$1.3Bn from its upcoming IPO. In contrast to conventional corporate listings, 
YieldCos are structured to provide meaningful and visible DPS growth, putting pressure 
to limit the size of any offering in order to provide the greatest prospective growth of 
the entity. 

How did they fair on Day 1? 
Except HASI, RNW, and CAFD all appreciated on the 1st day's trading, with the highest 
being TERP (35%) followed by NEP (28%), ABY (28%), NYLD (24%), HIFR (16%) and 
PEGI (6%). While HASI and CAFD lost -9% and -2%, respectively, RNW-CA traded flat 
with the 1st day's trading post-IPO. 

And down the dividend lane… growth remains important 
Proposed dividends were 10-15% for majority of the YieldCos at the time of IPOs. 
While IPO yield for US YieldCos were ranging between 3-5.5%, highest being NYLD 
(the first such vehicle) and lowest being NEP (the highest quality), their foreign 
counterparts such as PEGI and RNW yielded more than 5.5%. The only visible exception 
to foreign listings was ABY, which was comparable to its US peers. 

Putting the sector in context: the latest is a bump in ongoing maturity. 

While initially limited to a narrow asset class of US contracted renewables, its 
definition has expanded across time to include both contracted thermal, 
transmission, and both OECD and EM exposure. Rather than seeing the 
phenomenon tied to solar companies, we see the highest quality stories as 
diversified infrastructure developers. Despite recent uncertainty off shares – and 
shifts in strategy to limit issuances by TERP amidst this volatility – the sector is 
clearly here for the long-term (although the acquisitive driven growth may well 
slow). Contracted infrastructure as a competitor to utilities is real; rather, the 
largest diversified utilities in the US do and will dominate the sector (NEE, D, and 
SRE). Ultimately, the definition of contracted infrastructure clearly links to back to 
its roots in both Canadian Income equities as well as MLPs – and could well 
continue to mesh into both sectors as stories blend (NEP best illustrates this 
dynamic, holding a number of Canadian wind assets in its initial portfolio as well 
as midstream pipeline drops in its backlog). 
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Revisiting YieldCo IPO Pages 
Following our 2Q solar preview and ahead of TERP Global's IPO we revisit IPOs of 
other YieldCos just to get a sense of how did YieldCos perform during their 
respective IPOs? How much did they raise? Importantly, dividend guidance and the 
dividend yield compared to the peer group at the time of IPOs for each of these 
YieldCos under consideration. 

Both 2013 and 2014 were busy years for the YieldCos and witnessed seven IPOs 
altogether, four in 2013 and three in 2014, respectively. While 2015 have already 
seen couple of IPOs (HIFR and CAFD), TERP Global another SUNE offshoot is 
already on course for its IPO in 2H15. 

Below we present IPO details of the YieldCos. 

Figure 1: IPO details - YieldCos 

 
Source:  Company filings, factset and UBSe  

 

Figure 2: Current Yield vs Proposed Dividend Growth @ ~IPO 

 
Source:  Company filings, factset and UBSe; GLBL uses proposed current yield implied from midpoint of range and stated 
growth rate in S1. 
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Who was the first among equals? 

Hannon Armstrong (HASI) was the first one to kick off the block, going public in 
April, 2013 at an IPO price of $12.5, followed by NRG Yield (NYLD), Transalta 
Renewables (RNW-CA) and Pattern Energy (PEGI) in 2013 and Abengoa Yield 
(ABY), NextEra Energy Partners (NEP), and Terraform Power (TERP) in 2014.  AES 
SilverRidge was technically the first formal attempt at a yield vehicle in early 2013; 
however, pulled the deal following uncertainty on European portfolio and pending 
construction risk. 

How about the First Impression?  

Almost all of the IPOs priced between $20-$25 range, while ABY being the leader 
in the pack priced at $29, HASI and RNW-CA were priced at $12.5 and $10.0, 
respectively. Except HASI, RNW, and CAFD, all of them appreciated after the 1st 
day's trading, with the highest being TERP (35%) followed by NEP (28%), ABY 
(28%), NYLD (24%), HIFR (16%) and PEGI (6%). While HASI and CAFD lost 9% 
and 2%, respectively, RNW-CA traded in a flat tape after 1st day's trading post IPO.  

How about the size?  

Excluding TERP Global, which could possibly on its way to become the biggest one 
on size, ABY had the biggest gross proceeds of ~$829M. Specifically, both HASI 
and RNW-CA had ticket sizes of less than $250M.  With ~$20 price and issuance 
of ~65M share TERP Global is expected to receive ~$1.3Bn from its upcoming IPO. 

Does size matter? 

We note apart from CAFD all the IPOs with ticket sizes greater than $400M gained 
after 1st days trading. While HASI went down 9%, RNW-CA traded flat on first day 
of its trading post IPO. Big IPOs attracts broader investor's base that may drive the 
price on day 1 post IPO, however, we believe fundamentals will ultimately drive the 
long term price appreciation. While HASI gained 61% and RNW-CA gained 21% 
since their respective IPOs, ABY fell by 7% and CAFD by 22%, respectively. 

Figure 3: Price return performances 

 
Source:  Company reports, Fact set and UBSe (based on price of 7/24/2015, Spin, Split-off adjusted) 

A walk on the path of Dividend and yield 

While most of the YieldCos proposed dividend growth rate of 10-15% at the time 
of their respective IPOs, PEGI being the lowest, provided 8-10% dividend growth 
guidance through 2017. Specifically, neither HASI nor RNW-CA provided any 
explicit dividend or dividend growth guidance at the time of their IPOs. While 
NYLD, PEGI and ABY recently increased their dividend growth guidance RNW-CA 
provided dividend growth guidance of ~9% for 2015/16 period and ~6-7% for 
17/18 timeframe. Notably, TERP Global announced dividend growth of 20% per 
year through 2017 for its upcoming IPO. 

IPO Date 4/18/2013 7/17/2013 8/9/2013 10/2/2013 6/13/2014 6/27/2014 7/17/2014 1/30/2015 6/19/2015
HASI NYLD.A-US RNW-CA PEGI ABY NEP TERP HIFR CAFD

YTD Return 41% -15% 6% -2% -1% 3% 0% 23% -20%

2Q15 Return 10% -9% -2% 0% -7% -10% 4% -1% -9%

1Q15 return 28% 8% 9% 15% 24% 30% 18% 7%

2014 Return 2% 18% 4% -19% -26% 5% -7%

Price Appreciation Since IPO 61% 73% 21% 10% -7% 39% 23% 42% -22%



 

 US Alternative Energy & YieldCos   29 July 2015 

 

 4 

Below we present comparison between YieldCos' IPO yield vis-à-vis existing peer 
group yields till the time of respective IPO.  

Figure 4: YieldCos' IPO yield vs Peer Group Yield  Figure 5: YieldCos' IPO yield vs US Peer Group Yield 

 

 

 

Source:  Company reports, Factset and UBSe (group included HASI, NYLD, 
RNW, PEGI, ABY, NEP, TERP, HIFR) 

 Source:  Company reports, Factset and UBSe (group included HASI, NYLD, NEP, 
TERP, HIFR) 

HASI had the lowest yield among the initial set of IPOs in 2013, largely driven by its 
position in senior debt, lower credit risk due to government counterparties, REIT 
structure that allowed HASI to invest energy sector without relying on TAX equity 
structure and leverage to raise equity given its lower equity base. We note HASI's 
IPO yield of 4.5% calculated on total annualized dividend of $0.56 for 2013 on its 
IPO price of $12.5. 

RNW-CA's 7.5% IPO yield was the highest among the peers followed by PEGI at 
5.7% and NYLD at 5.5%. While both RNW-CA's predominant Canadian presence 
and PEGI's Canadian and LatAm assets warranted for risk premium over the US 
peers to attract US investors, NYLD's higher yield compared to the US peers such 
as HASI was due to its higher indebtedness and newer assets with limited 
performance history and short contract tenor. 

Interestingly, ABY's IPO yield was 3.6%, in-spite of its presence outside of US 
market, ABY's yield was comparable to NEP (3.0%) and lower than US peers such 
as TERP (4.3%) and HIFR (3.9%). ABY operated under 90% distribution payout 
ratio (comparable to REIT such as HASI, peers were in the range of 80-85%) and 
forecasted dividend growth of 31% in 2015 (from $1.04 to $1.36).   

Lower IPO yields of NEP, TERP and CAFD compared to the peer group were 
primarily driven by presence of the credible sponsors. Additionally, both NEP and 
TERP had asset dropdown, payout and dividend growth visibility.    

We observe peer group yield is more or less settling in and around 4.5% range 
(yield for US peer group ~4.0%). That said TERP Global at $20 (mid-point of its 
guidance) IPO price and expected annualized dividend of $1.10 will expect to yield 
5.5%, which is higher than 4.5% range. We note TERP Global's portfolio will have 
assets operating in OECD countries.  

We present YieldCo ratings, price targets and expected yield for the primary 
YieldCos. Rated companies are UBS estimates; unrated companies are FactSet 
consensus.  

IPO Date Ticker
Yield at 
IPO price

Peer Group Yield till 
the time of 

Corresponding IPO
4/18/2013 HASI 4.5%
7/17/2013 NYLD 5.5% 4.8%
8/9/2013 RNW.CA 7.5% 4.5%
10/2/2013 PEGI 5.7% 4.5%
6/13/2014 ABY 3.6% 5.0%
6/27/2014 NEP 3.0% 4.9%
7/17/2014 TERP 4.3% 4.9%
1/30/2015 HIFR 3.9% 4.8%
6/19/2015 CAFD 4.0% 4.6%

IPO Date Ticker
Yield at 
IPO price

Peer Group Yield till 
the time of 

Corresponding IPO
4/18/2013 HASI 4.5%
7/17/2013 NYLD 5.5% 4.8%
6/27/2014 NEP 3.0% 4.5%
7/17/2014 TERP 4.3% 4.5%
1/30/2015 HIFR 3.9% 4.4%
6/19/2015 CAFD 4.0% 4.1%
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Figure 6: Comp – Primary YieldCo peers 

 
Source:  Caompany reports, Fact set and UBSe 

We also analyzed current yield of each of the YieldCos. 

Figure 7: Current Yield  

 
Source:  Company reports, Fact set and UBSe (based on price of 6/30/2015 and 2Q dividend, either announced or based upon company/UBSe estimates) 

 

  

Market Cap. Price Price % Public
Rating ($ in millions) 7/28/2015 Target Float 2014E 2015E 2016E 2017E 2018E 2015E 2016E 2017E 2018E 2015E 2016E 2017E 2018E

'PRIMARY' YIELDCOs
Abengoa Yield PLC ABY Not Rated 2,151 26.89 N/A 38.4% 2.06% 6.12% 8.06% 9.22% 10.41% 196% 32% 14% 13% 9.3 5.9 5.1 na
8point3 Energy Partners CAFD Neutral 1,186 16.70 21.00 28.1% na 3.04% 5.60% 6.57% 7.87% na 84% 17% 20% 25.0 13.0 9.0 na
Hannon Armstrong Sustainable Infr HASI Buy 640 19.69 22.00 93.4% 5.38% 5.38% 6.28% 7.41% 8.89% 0% 17% 18% 20% na na na na
NextEra Energy Partners LP NEP Neutral 2,678 35.70 44.00 24.6% 2.10% 3.21% 3.78% 4.44% 5.21% 53% 18% 18% 18% 7.0 5.6 4.9 3.7
NRG Yield NYLD.A Neutral 2,875 19.76 27.00 64.3% 7.29% 4.02% 4.76% 5.62% 6.63% -45% 18% 18% 18% 6.7 6.3 6.4 6.4
Pattern Energy Group A PEGI Not Rated 1,848 24.81 N/A 69.2% 5.82% 5.82% 6.74% 7.58% 8.91% 0% 16% 12% 17% 9.7 8.7 9.1 6.2
Terraform Power TERP Buy 4,559 31.28 52.00 41.6% 3.32% 3.42% 4.14% 4.97% 4.35% 3% 21% 20% -13% 20.1 14.6 12.0 na
Tranaslta Renewables RNW-CA Not Rated 2,316 12.14 N/A 27.2% 6.68% 6.68% 6.92% 7.20% 7.41% 0% 4% 4% 3% 9.8 8.4 7.5 na

Average 4.7% 4.7% 5.8% 6.6% 7.5% 29.6% 26.1% 15.2% 12.0% 12.5 8.9 7.7 5.4

Dividend Yield (%) Dividend Growth Rate EV / EBITDA Multiple

IPO Date 4/18/2013 7/17/2013 8/9/2013 10/2/2013 6/13/2014 6/27/2014 7/17/2014 1/30/2015 6/19/2015
HASI NYLD.A-US RNW-CA PEGI ABY NEP TERP HIFR CAFD

Current Yield as of 6/30/2015 5.2% 3.6% 6.4% 5.0% 4.6% 2.4% 3.6% 3.2% 4.5%

Annualized Dividend

2Q15 1.04 0.80 0.79 1.408 1.44 0.94 1.35 0.90 0.84

1Q15 1.04 0.78 0.77 1.368 1.36 0.82 1.30 0.90 NA
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Statement of Risk 

Demand for solar is still largely dependent on individual country government 
intervention through tax rebates or tariffs although dramatic reductions in installed 
costs are changing those dynamics. Any material change in an individual country’s 
position on support for solar energy could have a negative impact on the growth 
of the solar market. The solar industry is also in a state of flux as demand for solar 
modules has not kept up with capacity additions in over the last few years while 
regulatory matters and trade disputes create pricing distortions in certain markets. 
We expect the solar equipment industry will generally face pressure in the near 
term as industry supply adjusts to fluctuating supply/demand levels and excess 
inventory is removed from the solar supply chain.  On the other hand, the 
increased presence of yield vehicles has brought cheaper financing to solar and has 
thus increased opportunities for solar installations globally, increasing module 
demand and setting the stage for a potential upcycle and mid-term volatility as the 
markets find equilibrium. 
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8Point3 Energy Partners LP16 CAFD.O Neutral N/A US$17.02 28 Jul 2015 

Hannon Armstrong Sustainable Infrastruct2, 4, 6, 13, 16 HASI.N Buy N/A US$19.84 28 Jul 2015 

NextEra Energy Partners LP2, 4, 5, 6, 16 NEP.N Neutral N/A US$35.73 28 Jul 2015 

NRG Yield16 NYLDa.N Neutral N/A US$19.64 28 Jul 2015 

TerraForm Power, Inc.2, 4, 5, 6, 16 TERP.O Buy N/A US$31.25 28 Jul 2015 
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pricing date 
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4. Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking 
services from this company/entity or one of its affiliates. 

5. UBS AG, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking 
services from this company/entity within the next three months. 

6. This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and investment 
banking services are being, or have been, provided. 

13. UBS AG, its affiliates or subsidiaries beneficially owned 1% or more of a class of this company`s common equity 
securities as of last month`s end (or the prior month`s end if this report is dated less than 10 days after the most 
recent month`s end). 

16. UBS Securities LLC makes a market in the securities and/or ADRs of this company. 

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. 
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Hannon Armstrong Sustainable Infrastruct (US$) 
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NextEra Energy Partners LP (US$) 
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NRG Yield (US$) 
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TerraForm Power, Inc. (US$) 
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Global Disclaimer 
This document has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS. 
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with our Privacy Statement (http://www.ubs.com/global/en/legalinfo2/privacy.html) and cookie notice (http://www.ubs.com/global/en/homepage/cookies/cookie-
management.html). 

If you receive Global Research, whether through a System or by any other means, you agree that you shall not copy, revise, amend, create a derivative 
work, transfer to any third party, or in any way commercially exploit any UBS research provided via Global Research or otherwise, and that you shall not 
extract data from any research or estimates provided to you via Global Research or otherwise, without the prior written consent of UBS.   

For access to all available Global Research on UBS Neo and the Client Portal, please contact your UBS sales representative. 

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or 
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or 
would subject UBS to any registration or licensing requirement within such jurisdiction. It is published solely for information purposes; it is not an advertisement nor is it 
a solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading strategy. No representation or warranty, either expressed or 
implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this document (‘the Information’), except with respect to 
Information concerning UBS. The Information is not intended to be a complete statement or summary of the securities, markets or developments referred to in the 
document. UBS does not undertake to update or keep current the Information. Any opinions expressed in this document may change without notice and may differ or 
be contrary to opinions expressed by other business areas or groups of UBS. Any statements contained in this report attributed to a third party represent UBS's 
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation 
have not been reviewed by the third party. 

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor’s individual 
circumstances or otherwise constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own judgement in 
making their investment decisions. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of 
investors. Options, derivative products and futures are not suitable for all investors, and trading in these instruments is considered risky. Mortgage and asset-backed 
securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market conditions. Foreign currency rates of 
exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For investment advice, trade execution or 
other enquiries, clients should contact their local sales representative. 

The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily 
a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising 
out of the use of all or any of the Information. 

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no 
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or 
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results. 

This document and the Information are produced by UBS as part of its research function and are provided to you solely for general background information. UBS has no 
regard to the specific investment objectives, financial situation or particular needs of any specific recipient. In no circumstances may this document or any of the 
Information be used for any of the following purposes: 

(i) valuation or accounting purposes; 

(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or 

(iii) to measure the performance of any financial instrument. 

By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for 
any of the above purposes or otherwise rely upon this document or any of the Information. 

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The analysis contained in this document is 
based on numerous assumptions. Different assumptions could result in materially different results. The analyst(s) responsible for the preparation of this document may 
interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting market information. UBS relies on 
information barriers to control the flow of information contained in one or more areas within UBS into other areas, units, groups or affiliates of UBS. The compensation 
of the analyst who prepared this document is determined exclusively by research management and senior management (not including investment banking). Analyst 
compensation is not based on investment banking revenues; however, compensation may relate to the revenues of UBS Investment Bank as a whole, of which 
investment banking, sales and trading are a part. 

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or 
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity 
provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in 
this document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in 
the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued 
a warrant the value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or 
short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions 
expressed in this document. 

United Kingdom and the rest of Europe:  Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible counterparties 
or professional clients. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation 
Authority.   France:  Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the ACPR 
(Autorité de Contrôle Prudentiel et de Résolution) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this 
document, the document is also deemed to have been prepared by UBS Securities France S.A.   Germany:  Prepared by UBS Limited and distributed by UBS Limited and 
UBS Deutschland AG. UBS Deutschland AG is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin).   Spain:  Prepared by UBS Limited and distributed 
by UBS Limited and UBS Securities España SV, SA. UBS Securities España SV, SA is regulated by the Comisión Nacional del Mercado de Valores (CNMV).   Turkey:  
Distributed by UBS Limited. No information in this document is provided for the purpose of offering, marketing and sale by any means of any capital market instruments 
and services in the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG 
is not licensed by the Turkish Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). Accordingly, neither this document nor any other 
offering material related to the instruments/services may be utilized in connection with providing any capital market services to persons within the Republic of Turkey 
without the prior approval of the Capital Market Board. However, according to article 15 (d) (ii) of the Decree No. 32, there is no restriction on the purchase or sale of 
the securities abroad by residents of the Republic of Turkey.   Poland:  Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce regulated 
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UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this document must be effected through UBS Securities LLC or UBS Financial 
Services Inc., and not through a non-US affiliate.   Canada:  Distributed by UBS Securities Canada Inc., a registered investment dealer in Canada and a Member-
Canadian Investor Protection Fund, or by another affiliate of UBS AG that is registered to conduct business in Canada or is otherwise exempt from registration.   Brazil:  
Except as otherwise specified herein, this material is prepared by UBS Brasil CCTVM S.A. to persons who are eligible investors residing in Brazil, which are considered to 
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Distributed by UBS AG (Holder of Australian Financial Services License No. 231087). Clients of UBS Securities Australia Ltd: Distributed by UBS Securities Australia Ltd 
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