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Enron Corporation (ENE)#

ENE: DOWNGRADE TO 3S FROM 1S; CREDI T CONCERNS 3S (Neutral, Specul ative)
NEED TO BE ADDRESSED Mt Cap: $11,847.2 ml.
Cctober 26, 2001 SUWARY

* Lower rating to 3S (Neutral, Speculative) from 1S
PONER & NATURAL GAS (Buy, Specul ative)
Raynond Ni | es * Enron is the industry dom nant player in the
+1-212-816- 2807 energy nerchant industry; their business performance
ray. nil es@snb. com shoul d conti nue uni npeded if current concerns over
Benj am n Morton credit and liquidity are addressed. W continue to
+1-212- 816- 2086 think this is the nost |ikely outcone.
benj am n. nort on@snb. com * However, until nanagenent addresses these issues,
Brian Chin particularly the use of off-bal ance sheet fi nancing,
+1-212-816- 2861 we think growing credit concerns could put
brian. chi n@snmb. com increasing strain on Enron's commerci a

rel ati onshi ps. Concern over a now hi gher probability
"wor st-case" outcome drives our 3S rating and
reduced price target..

* Enron's shares represent a "binary" outcone to
investors. W see |owend val uation of $10 (1x
"l ook through” book value), with upside potential to
$24 (2.2x bv).

FUNDAMENTALS

P/IE (12/01E) 9. 1x

P/IE (12/02E) 7. 6X

TEV/ EBI TDA ( 12/ 01E) NA

TEV/ EBI TDA (12/ 02E) NA

Book Val ue/ Share (12/01E) $15. 66

Pri ce/ Book Val ue 1. 0x

Di vidend/Yield (12/01E) $0.52/ 3. 2%

Revenue (12/01E) $100, 789.0 mil.

Proj. Long-Term EPS Growt h 23%

ROE (12/01E) 11. 5%

Long- Term Debt to Capital (a) 43. 0%

ENE is in the S& 500(R) | ndex.

(a) Data as of nobst recent quarter

SHARE DATA . RECOMVENDATI ON

Price (10/25/01) $16. 35 Current Rating 3S

52- Wek Range $84. 63- $16. 35 Prior Rating 1S

Shares Qutstanding(a) 724.6 ml. Current Target Price $14. 00

Convertible No Previ ous Target Price $30. 00

EARNI NGS PER SHARE

FY ends 1Q 20Q 3Q 4Q Ful | Year

12/ 00A Act ual $0. 40A $0. 34A $0. 34A $0. 41A $1. 47A

12/ 01E  Current $0. 47A $0. 45A $0. 43A $0. 46E $1. 80E
Previ ous $0. 47A $0. 45A $0. 43A $0. 46E $1. 80E

12/ 02E  Current NA NA NA NA $2. 15E
Previ ous NA NA NA NA $2. 15E



12/ 03E Current NA NA NA
Pr evi ous NA NA NA
First Call Consensus EPS: 12/01E $1.81; 12/02E $2.13; 12/ 03E NA

NA
NA

£%

OPI NI ON
ADDI TI ONAL | NFORVATI ON AVAI LABLE UPON REQUEST

# Wthin the past three years, Salonon Smith Barney, including its parent,
subsidiaries and/or affiliates, has acted as manager or co-manager of a public
offering of the securities of this conpany. Securities recomended, offered, or
sold by SSB: (i) are not insured by the Federal Deposit Insurance Corporation;
(ii) are not deposits or other obligations of any insured depository
institution (including Ctibank); and (iii) are subject to investnent risks,

i ncludi ng the possible |oss of the principal anpbunt invested. (c) Sal onbn
Smth Barney Inc., 2001. Al rights reserved. Any unauthorized use,
duplication or disclosure is prohibited by |aw and nay result in prosecution.
Pl ease refer to ticker SSBDI SCL for inportant Sal onon Smith Barney Disclai mer
i nformati on.

Raynmond Nil es +1-212-816-2807
First Call Corporation, a Thonson Financial conpany.
Al'l rights reserved. 888.558.2500



