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Win Win 

Itron (ITRI) creates products that can make both utility companies and their 

users happy.  One of these products that inspire joy in all is a smart meter 

for utility companies and it could be a big winner for Itron. 

Utility companies want the smart meters so they can more effectively 

manage their energy, especially during peak hours.  There are 

environmental concerns, stiffer regulations and government incentives 

pushing them toward these smart meters.  I actually received a letter from 

my electric company indicating they would be replacing my meter with a 

new smart meter within the next couple of weeks.  The consumer can also 

benefit by being able to monitor their energy consumption and save money 

by changing habits based on what the smart meter is telling them. 

Itron was founded in 1977, so they have certainly been around a while and 

already have relationships with utility companies.  This is a big advantage 

when utilities start looking for upgrades.  Itron’s revenue was down last year 

as were a lot of companies due to the economy, plus they were hurt by a 

strong dollar.  Their 2009 revenue breaks down like this:  North America 

36% and International 64%.  They also do not have any one customer that 

is responsible for more than 10% of their revenue. 

The utilities do need to play catch up this year as the world economy starts 

to get back on its feet.  This has to be good news for both the North 

American and International operations.  Itron has said they think North 

American sales will jump 25% to 35% this year and several customers 

could increase orders thanks to some stimulus cash.  Their revenue in 2009 

breaks down like this:  40% electricity, 30% gas and 30% water.  You could 

make similar arguments for their gas and water meters as well. 

Some of this optimism is already baked into the stock.  It is close to a 52 

week high and is above the 200, 50 and 21 day moving averages, so 

waiting for a pullback is probably a good idea.  It certainly is a stock on our 

radar though. 
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Middle Man Be Gone 

Electric cars will start hitting the streets in bigger numbers come this fall, so it is 

about time to start talking about lithium batteries.  There are several companies out 

there that make lithium batteries and rather than try and find the ones that will 

perform well; we will focus on lithium itself.  All of these battery companies need the 

lithium for not only cars but cell phones and many portable consumer devices, so we 

will cut out the middle man and go straight to the companies that pull lithium out of 

the ground. 

Barron’s has said well over ½ of the world’s lithium output comes from mines in 

Chile and Argentina run by these three companies:  Sociedad Quimica y Minera de 

Chile (SQM), Rockwood Holdings (ROC) and FMC (FMC).  This certainly makes 

picking stocks easier if you really only have three main players.  There certainly are other 

players, but they are either smaller China companies or pink sheet stocks. 

SQM – This Company received 45% of its revenue in 2009 by specialty plant nutrients 

(fertilizer) so this will be the main driver of this stock.  Lithium accounted for 8% of 2009’s 

revenue, but should increase as long as the price of lithium doesn’t drop at a good clip.  It 

accounted for 15% of revenue back in 2007, but the worldwide economic slowdown put the 

brakes on consumer product consumption.  You would think if the economy is turning around 

and consumers start spending again that commodity prices will increase.  This would help 

both fertilizer and lithium production. 

FMC – The story and outlook are the same as above, but this stock just hit a 52-week high 

today (4/20) at $64.95 and is well above the 200, 50 and 21 day moving averages.  We would 

be waiting for a pullback on this one if you are interested in it. 

ROC - We will use a direct quote out of the ROC 10-K filing here, “We believe the global 

lithium market consists of three major producers and a number of other small producers 

mainly from China. We believe that we are the global market leader in the lithium market. 

While we offer a diverse range of products from raw materials to specialty lithium compounds, 

FMC Corporation offers mainly specialty lithium compounds, and Sociedad Quimica y Minera 

de Chile S.A. (“SQM”) offers a more limited product line focused on basic lithium compounds. 

Competition in this market is based on product quality, reliability of products and customer 

service.”  They certainly appear to be saying if lithium is your play, they are the company you 

are looking for.  They too however are sitting very close to a 52-week high, so finding a good 

entry point would be key here. 

These are your Three Musketeers in lithium mining, so if you want to cut out the middle man 

take a look these stocks.  As we mentioned earlier, Lithium is not just an electric car battery 

play but a play on many portable consumer products like the cell phone.  These electric car 

batteries however would use a lot more lithium, so watch how electric cars like the Volt do 

upon their release. 
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Chips, Chips And More Chips 

Intel (INTC) is working with several smart grid players both high and 

low end to get their chips into all the hardware they can.  I guess you 

could say they are spraying it to all fields and that certainly improves 

their chances of scoring a big hit.  There are several home energy 

management devices that currently are being tested with Intel chips in 

them.  Intel is also developing hardware of their own for managing 

home electricity usage called the Home Dashboard Concept - 

http://www.intel.com/embedded/energy/homeenergy/.  The link is a 

video on how their Home Dashboard Concept works. 

In addition, Intel is working with companies like Moxa, who provide utility companies hardware 

to get electricity to you and me in an uninterrupted and reliable way.  I can say, living out here 

in California, that anything that reduces the number of times my power goes out is a good 

thing because resetting those clocks sure is irritating.  There are many more reasons to own 

Intel, but it is nice to have this in your back pocket.  The potential is huge because Intel could 

be looking at adding one more chip into everyone’s home. 

 

The Big Fish Eat Little Fish 

We talked about GE and wind energy in last month’s newsletter and they 

are now moving into solar thin-film cells.  These thin-film cells are similar 

to what First Solar is doing now.  They have not started manufacturing it 

yet, but plan to some time in 2011.  These solar cells are cheaper but less efficient than the 

silicon cells. 

The fact that some of these big boys are moving into the alternative energy (AE) market or if 

they are already in it putting a whole foot in the water instead of just a toe is both good and 

bad news for the smaller AE companies.  The fact that companies like GE are putting money 

toward AE tells you they see a profit light at the end of tunnel.  This has to give merit to what 

these smaller companies have been doing and not just sucking the taxpayers’ money out of 

their pockets in government subsidies.  This industry can be profitable and stand on its own 

two legs without the crutch. 

The big fish will of course bring more competition and that will drive down costs and margins.  

This is great news for the consumer, but not the best news for the little fish.  I don’t think the 

pond is finished being stocked with fish both large and small, so we are still a long ways from 

consolidation. 

In the coming months, we will try and find some of the companies that we think will not only 

survive but thrive.  These stocks could also be potential buyout targets down the road, but we 

need the pond to stop being stocked first to find the best of the best. 

http://www.intel.com/embedded/energy/homeenergy/
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In Like A Lion Or Out Like A Lamb 

One of the stocks in our Clean and Green 8 is EnerNOC 

(ENOC), which provides demand response and energy 

management solutions to its customers.  This could be a great 

industry to be in with the switch over to more renewable energy.  

We always like to look at both the positive and negative sides to 

a stock before we buy it, so we will do the same with EnerNOC. 

We will give the bad news first and there is danger lurking 

around the chicken coop, so proceed with caution.  ENOC got 

81% of their revenue in 2009 from 2 customers.  PJM 

Interconnection alone accounted for 52% and ISO-New England, Inc. accounted for 29%.  So 

they certainly have a lot of eggs in two baskets.  They also have not posted a year of positive 

earnings yet. 

Now it is time for the good news.  Analysts do expect ENOC to have earnings per share in the 

black for 2010.  The consensus for the year is +.31 cents per share, with the high being +.40 

and the low +.25.  They are due to report first quarter results on May 5th and the consensus on 

that number is a loss of .69 cents.  Draper Fisher Jurvetson is a very successful venture 

capital firm that has a 12.5% stake in this company, so I think that speaks well for ENOC. 

The revenue did jump 80% from 2008 to 2009 and most of it was due to PJM increasing their 

MW under management.  In fact, here is the ramp up in revenue that PJM has been 

responsible for.  They accounted for 2.5 million in 2007, 30 million in 2008 and 98.4 million in 

2009.  It is clear that ENOC’s success is very closely tied to PJM at the moment and PJM 

expectations for 2010 were stronger than many analysts anticipated. 

Mother Nature also has something to say about ENOC’s revenues.  They are closely tied to 

the summer months when electricity is flying out the door and companies need more help with 

their energy management.  Last year was a mild summer for most of the country, so it is fair to 

say that demand for electricity was light compared to a normal summer yet ENOC’s revenue 

still rose 80% from the prior year.  If we get a hot or even a more normal summer this year, 

then the revenues could really take off. 

The weather report is nice but it would help if we knew what part of the country we are talking 

about.  We know from the 10K that 81% of the revenue comes from PJM and ISO-New 

England, so I’ll be watching the weather in their part of the country to try and get an edge.  

PJM is located in 13 states (DE, IL, IN, KY, MD, MI, NJ, NC, OH, PA, TN, VA and WV), 

including District of Columbia, and we know where ISO-New England is.  We will be paying a 

little more attention to the weather on the northeastern part of the US.   

EnerNOC is without a doubt, a risky selection, but it is one we like.  We do want to disclose 

that we already own a small position in this stock.  We will be watching those weather reports 

to see if we can gain an edge and perhaps increase our position. 
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Clean & Green 8’s Performance 

The Clean and Green 8 is outperforming all 3 major indexes here early in its existence.  It is up 

15.3% as of April 20th while the SP500 is only up 9.3% in that same time frame. 

The big winners so far are Veeco Instruments (VECO) +43.6%, Waters Corp +19.2% and 

Trina Solar (TSL) +18.7%.  There is only one stock down and that is Rino International 

(RINO), which is only down -3.4%. 

These stocks will be volatile but so far so good.  We do have my eye on a couple new stocks 

that we could be buying next week.  As always, we will let you know via email when these 

changes take place. 

Magnificent 8 Update 

Our Magnificent 8 is up on the SP500 by 55.4% through April 20th, 2010.  You can always see 

the details of our transactions by clicking on the “Switch to Mag 8” link on the upper right hand 

side of our website after logging in. 

 

Note on Newsletter:  All of the stocks listed and talked about in this newsletter are NOT 

recommended buys or sells ς you need to do your own research and evaluate risk tolerance - Levott 

does not give individualized investment advice. 

 

Newsletter Information:  Levott’s Go Green 4 Green Newsletter is published once a month.  

If you have any questions, you can contact me at Scott@Levott.net.  All the information I write 

about is accurate to the best of my knowledge at the time of publishing and I only use sources 

I deem as high quality and reliable.  All content © Copyright 2010 - Levott, LLC. 

 

http://www.levott.net 
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