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Company overview
Fortune 150 company / one of America’s largest energy-holding companies 
headquartered in Charlotte N.C. 
Electric utilities serve 8.2 million customers in 6 states
Owns 50.000 megawatts of energy capacity
 Natural gas serves 1.6 million customers in 5 states
28,000 employees
Company strategy: 

achieve net zero methane emissions from natural gas business by 2030
achieve net zero carbon emissions from electricity generation by 2050



The Business Model

Duke Energy Corp. engages in distribution of natural gas and energy related services. It operates through the
following segments: Electric Utilities and Infrastructure, Gas Utilities and Infrastructure, and Commercial
Renewables. 
Regulated utility business model. Rates charged are determined by state utility commissions and are designed
to allow them to recover the cost of their operations and earn a reasonable return on their investments. 
The company’s electric utilities serve 8.2 million customers and collectively own 50,000 megawatts of energy
capacity. Its natural gas unit serves 1.6 million customers.
Aggressive clean energy transition in progress to achieve its goals of net-zero methane emissions from its
natural gas business by 2030 and net-zero carbon emissions from electricity generation by 2050



Production facility distribution
Dukes operations are split into:

26.1% Solar, 9.2% Coal, 24.4% Hydroelectric, 5% Nuclear, 26.9% Gas



Harry K. Sideris: Executive Vice President
of Customer Experience, Solutions, and

Services.

Lynn J. Good: Chair, President, and CEO of
Duke Energy, 

Brian Savoy: Executive Vice President and
Chief Financial Officer, 

Selected Senior Leadership
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Recent News

Shift to completely regulated portfolio

Rate case effficiency

Long-term, sustainable capital investments



Strong market base, aggressively growing CapEx: 

Reflected in high market value vs. comps



Macro-Industry Analsysis



Industry Financials Comparison

US electricity generation: optimism.



Selected Industry Ratios



Value visualization (profitability stable, and growing)



SWOT Analysis:
Strengths:

Robust Market Presence and Customer Base
expansive service territory and customer base: serving in six states, a combined population 27 million residents

Monopoly in Operating States
Concentration in select markets: 8 states, vs 49 for NextEra, a main competitor.
Fewer rate cases capture (refresh) more revenue. 
Developed regional expertise: control over climate effects, strong partnership with regulators.

Regulatory Support and Modernized Constructs:
Successfully secured modernized contracts
Implementation of grid investment riders and Multi-Year Rate Plans contribute to earnings growth and cost recovery 

Weaknesses:

Operational and Environmental Performance Standards pose difficult challenges
requires meticulous planning and execution  

Duke Energy Corp faces construction and development risks 
Risks include the need to meet construction budgets, schedules, and regulatory compliance  

High Dependence on Economic and Industrial Factors
High vulnerability to external economic shifts and supply chain constraints

For Example: Decrease in residential and general service sales because of energy efficiency adoption and rooftop solar 



SWOT Analysis (cont’d):

Opportunities:

Investments in Clean Energy and Infrastructure
Opportunities for growth and innovation
Favorable position due to Investments in electric transmission projects and renewable natural gas joint ventures 

Inflation Reduction Act further enhances opportunities  

Technological improvements in energy efficiency and customer data analytics enhance customer experience and
operational efficiency 

Customer data allows for more impactful investments towards customer satisfaction => stronger customer
relationships and potential market expansion

Threats:

Favorable financing based on various risks such as credit ratings, interest rate fluctuations and general market conditions

Changes in regulatory rules create uncertainties that may affect the company’s financial stability and operational
flexibility  



So where does the value lie?



Value as-is: DUK promises guaranteed revenues, strong and consistent dividend yield,
and well experienced management to execute CAPEX plans. 
Value-per-scenario: Valuable hedge against economic risk: 

Business model and low beta (<0.5 5YTD) guarantees return in a higher-for-longer,
constrained liquidity environment. 
Falling interest rates in a hard landing scenario would boost bottom line profits, EPS
metrics further, albeit current effective interest rate is 3.9%. Debt is ~60% of capital
structure historically. 

Investment Thesis



Main Investment Value Driver: 
Economic Uncertainty

Inflation threatens to remain
sticky: 

Rates possibly stay higher for
longer.

Difficult for competitors such
as NextEra to continue

competing in such a case. 

Debt comparisons shows Duke is
far better positioned to face cash

flow constraints, and stay
protected from inflation due to
regulatory laws in operational

regions.

Utilities: a proven hedge
against equity market

shocks.

Throughout the past recession
cycles, Duke has shown strong
resilience and opportunities to

provide protection and additional
value. Beta of 0.48 with high,
continually-growing dividend
yield - FIXED INCOME PROXY



Stability under uncertainty: Covid 19 pandemic

marginally down (-8%) in 2020-21



Consistent dividend yield and constant growth for payouts:

Outperforms peers
Current analyst targets project 2024 EPS  

@ ~ $5.75



Dividends 
Impressive dividend distribution
record.
Strong financial foundation and
commitment to shareholders.
Consistent quarterly dividends.
Increasing dividends from $0.9275 to
$1.025 per share.
Robust cash flow management.
Positive financial outlook.
Growing dividend income for
investors.



Inflation threatens to remain
sticky: 

Rates possibly stay higher for
longer.

Main Investment Value Driver: 
Operational Region

Concentration in select
markets plays to advantage. 

Ease of rate negotiations, strong
customer base, knowledge of

local risks such as climate
disasters, and ways to mitigate.

Utilities: a proven hedge
against equity market

shocks.

Throughout the past recession
cycles, Duke has shown strong
resilience and opportunities to

provide protection and additional
value. Beta of 0.48 with high,
continually-growing dividend

yield is promising in the current
environment,



Inflation threatens to remain
sticky: 

Rates possibly stay higher for
longer.

Utilities: a proven hedge
against equity market

shocks.

Throughout the past recession
cycles, Duke has shown strong
resilience and opportunities to

provide protection and additional
value. Beta of 0.48 with high,
continually-growing dividend

yield is promising in the current
environment,

Main Investment Value Driver: 
Transition to fully regulated portfolio 

Difficult for competitors such
as NextEra to continue

competing in such a case. 

FCF/Income comparison shows
Duke is far better positioned to
face cash flow constraints, and

stay protected from inflation due
to regulatory laws in operational

regions.



Sale of 3.4 GW unregulated, utility-scale commercial renewables business for $2.8 billion. 

Sale included 3,400 MW of utility-scale solar, wind, and battery storage, non-controlling tax equity interests, and assumption of

debt - netting Duke approx, $1.1 billion

Proceeds from the sale were used to strengthen Duke Energy's balance sheet and avoid additional holding company debt issuances. 

Duke Energy to focus on the growth of its regulated businesses, particularly investments into enhancing grid reliability and

incorporating 30 GW of regulated renewable energy by 2035.

Updated capital investment plan for seven regulated utilities to $145 billion over the next decade ($10 billion increase)

around 85% is allocated to grid modernization and companies transition toward decarbonized generation 

Proposal for major expansion to Green Source Advantage (GSA) program (launched in 2017) 

Expansion allows customers to supplement power usage with 100% renewable power and pair renewable projects with energy

storage. 

Shift to completely regulated supply portfolio:



Rate Cases: Guaranteeing Increasing Revenue 



Ongoing regulatory activity:



Stress on ESG:



Investing in critical energy infrastructure
Capital Investment Increase: Duke Energy boosts
its 10-year budget to $145 billion, up $10 billion
from previous plans.

Clean Energy Focus: 85% of the budget is
dedicated to transitioning to cleaner energy and
grid enhancement.

Grid Upgrades: About $75 billion allocated for
upgrading and strengthening transmission and
distribution systems.

Zero-Carbon Sources: $40 billion earmarked for
investments in solar, wind, and battery storage,
as well as extending the life of nuclear plants.

Natural Gas Innovation: Approximately $5 billion
planned for natural gas technologies adaptable
to hydrogen use.





Geopolitics
1. Benefiting from the Shift to Electric Vehicles (EVs):

EV Charging Infrastructure: EV charging stations directly capitalizes on increasing electric
vehicles

Energy Demand Increase: Rise in EV usage increases demand for electricity 

Renewable Energy Integration: Positioning to be a sustainable choice for EV owners 

2. Diversification in Electric Utility:

Wide Range of Renewable Sources: Duke Energy’s expansion beyond hydroelectric power into
other renewable sources

3. Advancing in the Green Movement:

Sustainable Energy Transition: Duke Energy's commitment to renewable energy aligns with the
global green movement, enhancing its public image and market appeal

Government Subsidies and Incentives: The green energy focus opens avenues for government
subsidies and incentives, financially benefiting Duke Energy.



Government Policy

Producing power form multiple types of renewable enrgy qualifies Duke Energy
Corp. for multiple types of government subsidy

Tax credits/rebates
federal grants (inflation Reduction Act 2022)



Financial Analysis



Industry Comparisons:



per comps valuation: DUK undervalued:

Using conservative analyst forward estimates, DUK is
undervalued compared to peers, extremely rare for large scale
basic necessity provider.



Thus, our true value estimate agrees with that of morningstar below: 

Per morningstar.com



DCF and WACC summary



Value beyond intrinsic value: Hedge Potential

DUK promises to be a valuable hedge against economic risks: 
Higher for longer scenario: would significantly impact general business growth, eroding returns for
S&P, specially on high beta stocks.   
Duke unaffected: 100% regulated portfolio, consistent rate increases, unaffected demand,
compensation for borrowing to meet demand prior to rate increase. Dividend yield 4-5%, last 5 years
Fixed income proxy:

Scenario valuation to be done to demonstrate possible upside potential. 

Current portfolio dynamics, incld. beta, to be considered to present recommended portfolio reallocation.



Recommendation: Strong buy
In line with previous risk appetite of the porfolio, maximizing @ 25% standard deviation

levels, we recommend allocating ~ 5% of the non-cash portfolio to Duke Energy.

For our current equity portfolio of ~$7,800, this is about $370, or ~4 shares of DUK.



Glossary














