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NextEra Energy (NEE) consists of two main business segments: the Florida Power & Light regulated utility (“FPL”), and NextEra 
Energy Resources, a deregulated generator of predominantly wind, natural gas, nuclear and solar powered assets in North 
America. Moreover, it also holds a 65.1% share in the YieldCo NextEra Energy Partners (NEP). 

 

 
 
Highlights: NEE is in an opportunistic position to capture the US green energy transition dream. NEE’s portfolio of assets delivers 
accelerating opportunities to invest in renewables, storage, hydrogen and electricity networks. We expect growing investments 
in Florida Power & Light (FPL) at stable and attractive returns, a successful turn-around of Gulf Power and a tripling of renewables 
capacity over 5 years for NextEra Energy Resources, leading to 10% EPS CAGR. 
 
Bull Case: 

• Triple Play Allows This Company to Trade at a Premium - Florida Power & Light and Gulf Power (~66% of EBITDA and 
~60% of valuation incl. Gulf Power) receives an above-average ROE for premium service and offers strong growth in a 
highly regulated environment. NextEra's rate-based businesses will grow investments in networks and look to 
decarbonize Florida's power mix. We believe this segment will continue to deliver industry leading rate-based growth 
at ~9% in coming years, offering among the lowest customer bills in Florida and the U.S. This allows the company to be 
rewarded with one of the highest ROEs in the space. This trifecta of premium growth, return and regulatory 
environment deserves a premium over rate-based peers. In a new 2021 rate case, FPL & Gulf have proposed a combined 
revenue increase of USD2bn for 2022-25 and a ~1% increase in the ROE lifting the maximum from 11.6% to potentially 
12.5%. We are confident that the investment program will be approved along with a maximum ROE of at least 11.6% 
in line with current levels for continued excellency. 

• Strong Differentiated Growth - NextEra's Energy Resources (~34% of EBITDA and ~40% valuation) is the leading 
renewables and storage developer in the US with very attractive returns. We think NextEra could double or triple gross 
investments in renewables and storage over time at continuously attractive and above average returns. We expect 
capacity to almost triple by 2025E. 

• History of Strong Execution - NEE has a spotless track record of execution with low risk. The firm has exceeded or 
reached the upper end of its original EPS guidance in every year since 2012 and has become the largest US utility having 
delivered adjusted earnings per share CAGR of ~7.8% and dividend CAGR of ~9.1% since 2003. 

Bear Case: 
• Regulated Industry - General attitude and policy toward the energy & utilities industry (e.g., Renewables, regulated 

returns, energy taxes, etc.) will have significant influence toward the future earnings stream of companies operating in 
this space.  

• Exposed to Commodity Pressures – Power, Gas, Coal, Carbon will also impact the profitability with merchant power 
generation/ upstream/ midstream activities.  

• Degree of Execution Risk - Execution risk of the Capex and business plan. 
 

Overview: As a consequence of renewables and electricity demand growth, electricity networks, will become crucial and 
investments in U.S. electricity networks are expected to triple or quadruple to (i) integrate renewables, (ii) replace aging assets, 
(iii) accommodate electricity demand growth from electric vehicles and electric heat pumps, (iv) improve resilience versus 
extreme weather events, (v) increase the level of interconnections with other regions and (vi) deploy measuring and monitoring 
devices – a smart network – to accommodate the intermittency of renewables and manage a much more interconnected setup. 
The US net zero path may require cumulative investments of $2 trillion in the 2020s and the three largest investment categories 
are estimated to be solar & wind, electricity networks and buildings, we believe NextEra will be a deep beneficiary to government 
infrastructure spending and other subsidies. 
 
There is obviously no such thing as a perfect company, but NextEra is giving it a good shot. NextEra is not only in pole position for 
the US energy transition, the company is also a cost leader, has exhibited extremely sensible use of cash and M&A and has a 
decade long track record of a clear strategy with dependable execution and consistent and detailed communication. Known 
quality at that level is rarely cheap and we believe the recent pull-back is an excellent entry point. 
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Past performance is not indicative of future results. This information is for illustrative purposes only. Investing involves risk 
including the potential loss of principal. This material is not financial advice or an offer to sell any product. The actual 
characteristics with respect to any particular client account will vary based on a number of factors including but not limited to: (i) 
the size of the account; (ii) investment restrictions applicable to the account, if any; and (iii) market exigencies at the time of 
investment. Aptus Capital Advisors, Inc. reserves the right to modify its current investment strategies and techniques based on 
changing market dynamics or client needs. Forward looking statements cannot be guaranteed. This is not a recommendation to 
buy or sell a particular security. There is no assurance that any securities discussed herein will remain in an account's portfolio at 
the time you receive this report or that securities sold have not been repurchased. The securities discussed may not represent an 
account's entire portfolio and in the aggregate may represent only a small percentage of an account's portfolio holdings. It should 
not be assumed that any of the securities transactions, holdings or sectors discussed were or will prove to be profitable, or that 
the investment recommendations or decisions we make in the future will be profitable or will equal the investment performance 
of the securities discussed herein. Information was obtained from third party sources which we believe to be reliable but are not 
guaranteed as to their accuracy or completeness. 
 
The content and/or when a page is marked “Advisor Use Only” or “For Institutional Use”, the content is only intended for financial 
advisors, consultants, or existing and prospective institutional investors of Aptus. These materials have not been written or 
approved for a retail audience or use in mind and should not be distributed to retail investors.  Any distribution to retail investors 
by a registered investment adviser may violate the new Marketing Rule under the Investment Advisers Act.  If you choose to utilize 
or cite material we recommend the citation, be presented in context, with similar footnotes in the material and appropriate 
sourcing to Aptus and/or any other author or source references. This is notwithstanding any considerations or customizations with 
regards to your operations, based on your own compliance process, and compliance review with the marketing rule effective 
November 4, 2022. 
 
Advisory services are offered through Aptus Capital Advisors, LLC, a Registered Investment Adviser registered with the Securities 
and Exchange Commission. Registration does not imply a certain level or skill or training. More information about the advisor, its 
investment strategies and objectives, is included in the firm’s Form ADV Part 2, which can be obtained, at no charge, by calling 
(251) 517-7198. Aptus Capital Advisors, LLC is headquartered in Fairhope, Alabama. 


