Why is Enron P/E Greater Than Investment Banks?

Financial Stats

(1)
Overall Enron EPS growth rates have been extremely consistent (annually and quarterly) in the 15-20% range.

(2) Wholesale earnings have averaged over 40% annually since 1996.
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(3) To even further evidence this consistency, quarterly wholesale earnings have increased (from the previous year’s quarters) 20 quarters in a row.

Business Differences

(1) Enron provides reliable physical delivery of energy products to customers.  This is not simply a proprietary trading company.

(2) These delivered volumes drive our Wholesale profits – evidenced by a high correlation of these delivered volumes to earnings.

(3) The primary markets where Enron participates are growing very rapidly (primarily due to deregulation).  Very insensitive to any economic turndown.

(4) In these markets, Enron is by far the largest, way ahead of competitors in terms of market share.

(5) We have applied technology (Enron Online) to this business (way ahead of our competitors) to even further our growth prospects.

(6)
Enron’s stock price and valuation also reflects the value of our gas pipelines, our enormously successful retail business, and our new broadband business.

