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Better Place’s progress appears to be on track for late 2011 launch in Israel 
We met with management of BPLC in NYC to get an update on their business 
plan, which we continue to view as having the potential to dramatically alter EV 
adoption trajectories. Of 250 consumers per day that enter its visitors center near 
Tel Aviv, 20% are currently signing up to purchase a Renault Fluence (1st veh in 
the network). 5,400 consumers have signed up so far; additionally, BPLC indicated 
that 150 of the largest commercial fleet customers in Israel (which collectively 
own/operate 100,000 vehicles) have signed up to offer BPLC's veh's in their fleets. 
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A123 Systems Inc. (AONE.OQ),USD8.83 Buy

2009A 2010E 2011E
EPS (USD) -0.79 -1.18 -0.85
P/E (x) – – –
EV/EBITDA (x) – – –
Ener1 Inc. (HEV.OQ),USD3.44 Buy
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The economics of veh electrification already look convincing in many 
markets, and should become even more compelling as battery prices decline   
BPLC estimates that EV battery pack prices are currently in the $10,000 range (at 
least for large potential purchasers such as Better Place).  These packs maintain 
more than 80% of their original performance specs for approximately 1500 cycles.  
At 100 miles per cycle, this implies 150,000 miles of initial life expectancy, or 
$0.06 per mile ($10,000 / 150,000 miles).  Even without major technical 
breakthroughs (which appear to be increasingly likely), battery packs are expected 
to drop to the $7500 range by 2015 (based on 8% per year reductions), and 
advancements in chemistry and process technology should increase life 
expectancy to at least 3,000 charges in this timeframe.  This should increase life 
expectancy to at least 300,000 miles, and reduce depreciation to $0.025 per mile.  
Adding in $0.02/mile for electricity cost implies a $0.05 per mile electricity/battery 
cost. With those economics, retail gasoline prices would have to decline to 
$1.75/gallon to be competitive with electricity ($0.05 per mile x 35 miles per 
gallon). Gasoline prices in Europe and Israel are $6.00-$8.00 per gallon.  

Recent financing developments support the business model  
On Wednesday Better Place announced a technology and financing partnership 
with General Electric.  Part of this partnership involves a pilot project to finance 
10,000 batteries in Israel and Demark.  We view asset-based and consumer-
receivable based financing of batteries as an important milestone in improving the 
economics for battery service companies and consumers.  

Within our coverage universe, we view A123 as the most compelling vehicle 
for gaining exposure to the electrification phenomenon (BPLC is private) 
 A123 is amongst 4 global battery suppliers that appear to be winning 
disproportionate market share in the light vehicle, commercial vehicle, and grid 
storage market.  Based on contract awards and high confidence projects that are 
underway, A123 projects that its revenue will grow to $1.5 bn by 2013 (our model 
projects $1.1 bn, vs. $103 MM in 2010).  Our $17 target is based on a DCF 
valuation approach, but valuation looks compelling on other measures as well, i.e. 
current share price of $8.83 is only 1.3x book value of $6.70 per share (BV includes 
$2.10 / share of gov’t grants that A123 will use for manufacturing capacity). 

Sector Valuation / Risks 
We utilize an EV/EBITDA valuation methodology for companies with extensive 
liabilities and P/E valuation methodology for companies that generate adequate 
free cash flow and exhibit an ability to consistently grow earnings. Principal sector 
risks include the outlook for successful restructuring at U.S. automakers and 
significantly higher/lower than expected global auto demand. 
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We met with management of Better Place in New York to get an update on their business 
plan, which we continue to view as having the potential to dramatically alter EV 
adoption/market share trajectories for the Global Auto Industry.  Details of the company’s 
business model are discussed in our November, 2009 “Plugged In 2” report.  Key takeaways 
from our meeting included the following: 

Better Place’s progress appears to be on track with the plan that management had described 
to us 2 years ago (although mgmt acknowledges that deployment is perhaps 6 months 
behind schedule).  Interestingly, the total EV infrastructure cost for Israel is projected to be in 
the $150 MM range, which equates to roughly 6-7 days of gasoline usage in that country.  
And BPLC estimates that 6-7 days of gasoline usage is a reasonable rule of thumb for 
infrastructure requirements in most of the world.  BPLC will be initiating a full system test of 
its network with Renault EVs starting in late October.  These tests will expand over a 12 
month period, and the company’s EV Services platform will become open to consumers in 
late 2011.   

Demand for the EV product appears to be strong.  BPLC is now receiving 250 consumers per 
day at its visitor center near Tel Aviv, and it is getting 20% to sign up for the Renault Fluence 
sedan, which will be the first EV to become available through the BPLC network (5400 
consumers have signed up so far).  In consumer surveys, take rates increase to as much as 
50% when consumers are provided more definitive purchasing terms (also note that delivery 
is 1.5 years away).  In addition to these takers, BPLC indicated that 150 of the largest 
commercial fleet customers in Israel (which collectively own/operate 100,000 vehicles) have 
signed up to offer Better Place vehicles in their fleets. 

The economics of vehicle electrification already looks convincing in many markets, and they 
should become even more compelling as battery prices decline.  BPLC estimates that EV 
battery pack prices are currently in the $10,000 range (at least for large potential purchasers 
such as Better Place).  These packs maintain more than 80% of their original performance 
specs for approximately 1500 cycles.  At 100 miles per cycle, this implies 150,000 miles of 
initial life expectancy, or $0.06 per mile ($10,000 / 150,000 miles).  But battery prices appear 
to be dropping by roughly 8% per year, and cycle life expectancy is increasing by 20-30% per 
year.  In other words, even without major technical breakthroughs (which appear to be 
increasingly likely), battery packs are expected to drop to the $7500 range by 2015, and 
advancements in chemistry and process technology should increase life expectancy to at 
least 3,000 charges in this timeframe.  This should increase life expectancy to at least 
300,000 miles, and reduce depreciation to $0.025 per mile.  Adding in $0.02/mile for 
electricity cost implies a $0.05 per mile electricity/battery cost.  With those economics, retail 
gasoline prices would have to decline to $1.75/gallon to be competitive with electricity ($0.05 
per mile x 35 miles per gallon).  Gas prices in Europe and Israel are currently in the $6.00 and 
$8.00 per gallon range.        

Recent developments on the financing side also appear to support the business model.  On 
Wednesday Better Place announced a technology and financing partnership with General 
Electric.  Part of this partnership involves a pilot project to finance 10,000 batteries in Israel 
and Demark.  We view asset-based and consumer-receivable based financing of batteries as 
an important milestone in improving the economics for battery service companies and 
consumers. 

Other validating developments are likely.  BPLC expects China to announce a strong push for 
EV’s by year-end.  In addition, we see a barrage of EV models being introduced by the 
world’s leading automakers in the 2012 timeframe. 
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Within our coverage universe, we continue to view A123 Systems as the most compelling 
vehicle for gaining exposure to the vehicle electrification phenomenon (Better Place is 
private).  A123 is amongst 4 global battery suppliers that appear to be winning 
disproportionate market share in the light vehicle, commercial vehicle, and grid storage 
market.  Based on contract awards and high confidence projects that are underway, A123 
projects that its revenue will grow to $1.5 bn by 2013 (our model projects $1.1 bn, vs. $103 
MM in 2010).  Valuation for companies such as A123 Systems is complicated, given that 
revenue and earnings don’t ramp up for several years (they become meaningful in the 2012-
2013 timeframe).  Our $17 target is based on a DCF valuation approach.  Valuation looks 
compelling on other measures as well.  We note, for example, that the company’s book value 
was approximately $5.35/share following its IPO in Sept. 2009.  While book value has 
declined a bit (to $4.59 as of Q2) over the past year due to startup losses, we note that A123 
also has approximately $2.10/share of government grants that it will use for manufacturing 
capacity.  A123’s shares are currently trading in the $8.80 range, which doesn’t appear to 
reflect a productive (i.e. reasonable return) deployment of these assets.  Nor does it reflect 
the growth that we anticipate based on A123’s strong market positioning. 

 

 

Sector Valuation / Risks 

We utilize an EV/EBITDA valuation methodology for our companies with extensive liabilities 
and P/E valuation methodology for companies that generate adequate free cash flow and 
exhibit an ability to consistently grow earnings. Principal sector risks include the outlook for 
successful restructuring at U.S. automakers and significantly higher or lower than expected 
global auto demand, driven by changes in credit availability, government stimulus programs, 
and/or changes in consumer employment levels. 
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Appendix 1 
Important Disclosures 

Additional information available upon request 

Disclosure checklist 
Company Ticker Recent price* Disclosure 
A123 Systems Inc. AONE.OQ 8.83 (USD) 22 Sep 10 2,6,7 
Ener1 Inc. HEV.OQ 3.44 (USD) 22 Sep 10 2,8 
 
*Prices are sourced from local exchanges via Reuters, Bloomberg and other vendors.  Data is sourced from Deutsche Bank and subject companies. 

 
Important Disclosures Required by U.S. Regulators 
Disclosures marked with an asterisk may also be required by at least one jurisdiction in addition to the United States.  See 
“Important Disclosures Required by Non-US Regulators” and Explanatory Notes. 
2. Deutsche Bank and/or its affiliate(s) makes a market in securities issued by this company. 

6. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this company 
calculated under computational methods required by US law. 

7. Deutsche Bank and/or its affiliate(s) has received compensation from this company for the provision of investment 
banking or financial advisory services within the past year. 

8. Deutsche Bank and/or its affiliate(s) expects to receive, or intends to seek, compensation for investment banking services 
from this company in the next three months. 

 
Important Disclosures Required by Non-U.S. Regulators 
Please also refer to disclosures in the “Important Disclosures Required by US Regulators” and the Explanatory Notes. 
2. Deutsche Bank and/or its affiliate(s) makes a market in securities issued by this company. 

6. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this company 
calculated under computational methods required by US law. 

7. Deutsche Bank and/or its affiliate(s) has received compensation from this company for the provision of investment 
banking or financial advisory services within the past year. 

 
For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this 
research, please see the most recently published company report or visit our global disclosure look-up page on our 
website at http://gm.db.com/ger/disclosure/DisclosureDirectory.eqsr. 

 
Analyst Certification 

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst about the subject 
issuers and the securities of those issuers. In addition, the undersigned lead analyst has not and will not receive any 
compensation for providing a specific recommendation or view in this report. Rod Lache 
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Historical recommendations and target price: A123 Systems Inc. (AONE.OQ) 

 (as of 9/22/2010) 
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Previous Recommendations 

Strong Buy 
Buy 
Market Perform 
Underperform 
Not Rated  
Suspended Rating 

Current Recommendations 

Buy 
Hold 
Sell 
Not Rated  
Suspended Rating 

*New Recommendation Structure 
as of September 9, 2002 

 

 1. 11/3/2009: Hold, Target Price Change USD17.00  2. 4/13/2010: Upgrade to Buy, USD17.00 
 

Historical recommendations and target price: Ener1 Inc. (HEV.OQ) 

 (as of 9/22/2010) 
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Current Recommendations 

Buy 
Hold 
Sell 
Not Rated  
Suspended Rating 

*New Recommendation Structure 
as of September 9, 2002 

 

 1. 11/3/2009: Buy, Target Price Change USD11.00  2. 5/11/2010: Buy, Target Price Change USD8.00 
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Equity rating key  Equity rating dispersion and banking relationships 

Buy: Based on a current 12- month view of total share-
holder return (TSR = percentage change in share price 
from current price to projected target price plus  pro-
jected dividend yield ) , we recommend that investors 
buy the stock. 
Sell: Based on a current 12-month view of total share-
holder return, we recommend that investors sell the 
stock 
Hold: We take a neutral view on the stock 12-months 
out and, based on this time horizon, do not recommend 
either a Buy or Sell. 
Notes: 
1. Newly issued research recommendations and target 
prices always supersede previously published research.
2. Ratings definitions prior to 27 January, 2007 were: 

Buy:  Expected total return (including dividends) of 
10% or more over a 12-month period 
Hold: Expected total return (including dividends) 
between -10% and 10% over a 12-month period 
Sell: Expected total return (including dividends) of -
10% or worse over a 12-month period 
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Regulatory Disclosures 

1. Important Additional Conflict Disclosures 

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the 
"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing. 

 

2. Short-Term Trade Ideas 

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are consistent 
or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the SOLAR link at 
http://gm.db.com. 

 

3. Country-Specific Disclosures 

Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian 
Corporations Act. 
Brazil: The views expressed above accurately reflect personal views of the authors about the subject company(ies) and 
its(their) securities, including in relation to Deutsche Bank. The compensation of the equity research analyst(s) is indirectly 
affected by revenues deriving from the business and financial transactions of Deutsche Bank. 
EU countries: Disclosures relating to our obligations under MiFiD can be found at http://globalmarkets.db.com/riskdisclosures. 
Japan: Disclosures under the Financial Instruments and Exchange Law: Company name - Deutsche Securities Inc. Registration 
number - Registered as a financial instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. 
Member of associations: JSDA, The Financial Futures Association of Japan. Commissions and risks involved in stock 
transactions - for stock transactions, we charge stock commissions and consumption tax by multiplying the transaction 
amount by the commission rate agreed with each customer. Stock transactions can lead to losses as a result of share price 
fluctuations and other factors. Transactions in foreign stocks can lead to additional losses stemming from foreign exchange 
fluctuations. 
New Zealand: This research is not intended for, and should not be given to, "members of the public" within the meaning of the 
New Zealand Securities Market Act 1988. 
Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any 
appraisal or evaluation activity requiring a license in the Russian Federation. 
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