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Friday Favorites- GE Vernova

GE Vernova (GEV)

Based on the SimpleVisor Performance Analysis shown below, the utility sector has recently
become the best-performing sector on a relative and absolute basis. Driving recent gains is a
narrative about the tremendous need to power data centers that will be housing Al products.
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Recently, NextEra Energy (NEE) has been one of the best-performing stocks in the utility sector.
The table below shows that NEE is considerably overbought compared to the other top holdings of
XLU. This is not surprising, as they not only provide traditional utility services but are also leaders
in renewable energy, which will likely grow in demand as utilities increase their power
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From a sector perspective, NEE now has more direct competition within the utility sector. As the
Finviz heat map below shows, GEV is now the largest utility company in the S&P 500. However,
GEV is not yet a component of the largest utility ETF, XLU.

GEV is GE Vernova, a spin-off from General Electric (GE). While the stock is new, the business
segments it manages are mature. GEV has over 80,000 employees across more than 100
countries. GE Vernova is unique in the utility sector as it does not directly supply power to its
customers. We liken the company to a hybrid utility/industrial company.
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GE Vernova is comprised of the following companies spun off from GE.

o GE Power is a supplier of power generation technology, energy services, and energy
management, including oil and gas, distributed power, and energy rental-related solutions. It
manufactures gas and steam turbines, electric generators, and boilers.

¢ GE Renewable Energy- Has three primary business lines: wind, hydro, and electric grid
solutions.

¢ GE Digital provides its customers with software and industrial Internet of Things (lloT)
services. Its clients are primarily in the utilities, telecommunications, and energy sectors.

¢ GE Energy Financial Services- provides financial investment in energy infrastructure projects
worldwide.

GEV Fundamentals

While not a startup, the recent spin-off means there is very limited financial data available to help
assess the value of the company. GEV just reaffirmed that they expect revenue of $34-35 billion
and margin expansion. They are not providing guidance on earnings. Their latest earnings report
can be found HERE.

Per Zacks they have a Forward P/E of 45.33 and Price to Book (P/B) of 4.57. Both are higher than
the market and much higher than most utility stocks. Unlike most utility companies, GEV does not
have any long-term debt, but they do not pay dividends as the utility sector is well known for.

GEV has much more growth potential than traditional utility companies. In fact, utilities are and will
be a large source of revenue for GEV.

Putting GEV In A Portfolio
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GEV is a supplier of industrial goods and services allowing utility companies to keep up with
growing energy demand. As such, their upside growth potential is much more significant than most
other utilities.

GEV should profit as utilities are forced to spend and invest to upgrade and expand their power
generation facilities to meet the surge in power needed by data centers and EVs. Consequently,
their cash flows should look different than most utility companies. Accordingly, GEV is not only a
bet that Al data centers will generate massive power needs, but it is a unique way to seek
diversification within the utility sector.

GEV will benefit from the current data center narrative, but as we know, narratives eventually fade
and succumb to a newer narrative. With little fundamental data available and only a month of
trading history, the narrative may be the strongest reason to buy the stock in the short run. In the
longer term, with more data available, we will be in a better position to assess its potential.

Disclosure

This report is not a recommendation to buy or sell the named securities. We intend to elicit ideas
about stocks meeting specific criteria and investment themes. Please read our disclosures carefully
and do your own research before investing.
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