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COXA (BUY; T.P. MXN$65.00) Ƣ INITATION OF COVERAGE 

We are initiating coverage in the shares of COX Energy América S.A.B de C.V. (BIVA: COXA), and independent 
developer and producer of photovoltaic solar energy, with a BUY recommendation and a 2021 year-end target price 
of MXN$65.0 per share. 

 Executive Summary 

We believe that BNWƦr outlook is extremely encouraging given the continued growth in demand for solar energy in the 
countries and regions where the company operates, which include Mexico, Colombia, Chile and Central America / the 
Caribbean. COX is developing several projects in these countries, which will allow it to take advantage of the 
significant growth in this industry. Starting in 2021, the projects in Chile or Mexico will begin to operate. 
BNWƦr management has a well-known track record of shareholder value creation. In particular, we note that its 
founder, Chairman and CEO, Enrique Riquelme, with his team have launched several solar energy projects with great 
success. 
COX shares currently trade at an estimated EV/EBITDA of 10.3x and a projected P/E of 7.4x for 2021, which are below 
the averages of 12.6x and 36.1x, respectively, of its international counterparts. We believe that such discount is 
attributed to the fact that COX is a recently listed company and that most of its projects are in the development 
phase. This means that there is a lot of upside potential in the bnlo`mxƦr multiples in the future. 
We set an MXN$65.0 target price for BNWƦr shares using a sum-of-the-parts model that values its generation assets 
and the asset turnover independently. The potential return against the current market price of MXN$32.88 is 98.7%. 
The main risks are: i) adverse regulatory changes; ii) macroeconomic volatility / Covid-19; iii) changes in the 
management team; iv) competition; v) several projects under development; and vi) low liquidity of the shares.  

Favorable Outlook of the Solar Industry. Global demand for electricity is expected to grow at an average annual rate 
of 2.1% during the 2018-2040 period, according to the ƩVnqkc Energy Ntsknnjƪ published in 2019 by the ƩHmsdqm`shnm`k 
Energy @fdmbxƪ (IEA). The main factors that will support such performance will be a higher household purchasing 
power, the electrification of transport and heating, the increase in the number of connected digital devices (Internet 
of Things) and air conditioners. 
At the end of 2018, coal was the main source of electrical energy globally, representing 10,000 TWh out of a total 
generation capacity of 27,000 TWh. Other traditional energy sources such as gas, oil and nuclear, contributed another 
10,000 TWh, while renewable energies such as water, solar and wind, represented the remaining 7,000 TWh. 
Renewable energies will show an exponential growth in the coming years due to sustainability issues, reduction of 
production costs and broad access to financing. They are expected to contribute 18,000 TWh of the 42,000 TWh that 
the global electricity industry will generate in 2040. Solar power generation will increase from 1,000 TWh in 2018 to 
5,000 TWh in 2040. 

THE GLOBAL SOLAR INDUSTRY 
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Graph 1.- Global Electricity Generation 

The International Renewable Energy Agency (IRENA) estimates that the installed solar power generation capacity 
could grow almost six times during the next 10 years to 2,840 GW and could reach 8,519 GW in 2050, driven by 
growing demand, a lower cost, high solar radiation levels in various parts of the world and availability of attractive 
financing. 
On the other hand, forecasts of the "2019 Bloomberg New Energy Outlook" include the following: 
Á The market share of solar energy within the global energy market will increase from 2% today to 22% in the 

next 10 years; 
Á Installed capacity of solar energy will increase 300% during the next 4 years; 
Á Capex per MWh of installed capacity has decreased by 87% since 2010; 
Á Installed capacity of solar energy is expected to increase by 8 million MWh in the next 30 years; 
Á There will be 1 million new MWh in the next 4 years; 
Á Solar energy is the cheapest renewable energy, with an average cost of US$38 MWh. 

Graph 2.- Global Electricity Demand 

Fuente: World Energy Outlook 2019, IEA 
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The global solar industry has seen significant growth in the last decade, with annual demand for solar energy 
increasing each year supported by a declining solar energy cost. 

In the 2020s, the costs of solar modules will continue to fall, albeit at a much slower rate than in the past. Instead, 
the improvement in module efficiency and the energy class will drive the investment trend forward and will 
ultimately reduce the level cost of solar energy (LCOE), according to new research from Wood Mackenzie. 

In its latest 2020 Solar Photovoltaic Module Technology Market Report, Wood Mackenzie examined three 
technologies that have the potential to improve the energy class and performance of the solar module: large 
wafers, n-type cells, and cell- and module-level techniques.  

Report author Xiaojing Sun said: ƩVd found that PV modules made from large wafers, such as the M6, M10 or G12 
format, could reduce the capital expenditure of a large-scale solar project between 3-9%. Cost savings would be 
attractive to solar developers and installers, driving market adoption of the technology." 

Sun said that most of the major silicon module manufacturers have announced large module products, and many 
of them are on track to produce large modules commercially between 4Q020 and 4Q21. 

Data from Wood Mackenzie shows that the total manufacturing capacity of M6, M10 and G12 wafer-based 
modules will reach 28 GW, 63 GW and 59 GW, respectively, by the end of 2021. By 2025, the module production 
capacity of M10 and G12 wafers is expected to exceed 90 GW, respectively, making them the dominant 
technologies. 

Sun added that the adoption of large modules depends on the joint evolution of the different components, such as 
inverters and trackers, to adapt themselves to the higher current levels and larger size. ƩLtkshokd industry alliances 
have been formed since early 2020 to ensure that the entire solar ecosystem evolves to support the adoption of 
large modules. ƩHe industry efforts pay off, we forecast large module shipments in 2021 to account for 
approximately 40% of total crystalline silicon module shipments. By the end of 2025, modules manufactured with 
wafer sizes smaller than M6 will be phased out of the market ƪ+ Sun predicted. 

The report also investigated n-type modules, such as HIT and TOPCon, which could generate more power per 
panel due to higher cell efficiencies and lower degradation rates. Unlike large modules, n-type modules do not 
currently deliver system capex or LCOE savings on large-scale solar projects. The high product costs of n-type 
modules offset the non-module cost savings at the system level. 

Sun said: ƩNtq analysis shows that TOPCon and HIT modules will need a power class premium of at least 40W and 
90W, respectively, or a 6% and 20% price cut to be competitive with mono PERCs. It is true that these are difficult 
orders. However, significantly improving efficiency and reducing production costs are the imperative path for n-
type modules to succeed with mono PERC as the next generation solar module of choice. 
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Graph 3.- Cost per MW of Solar Energy (Million USD) / Cumulative Installed Capacity of Solar Energy 
(GW) 

The installed cost per MW of solar energy has decreased by 87% during the 2010-2020 period to the current level 
of around US$600,000. In the future, it is expected to continue declining. It is worth mentioning that solar energy 
has important advantages over wind energy, including greater generation predictability, lower investment, 
operation and maintenance costs, lower construction and operation risk, as well as a shorter period of project 
promotion. 

Graph 4.- Average Global Leveled Cost of Energy (LCoE) / Evolution of Leveled Cost of Renewable 
Energy (USD / MWh) 
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