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Abstract  

 

The aim of this equity research is to provide a comprehensive valuation and analysis of Tesla Inc, 

containing a final recommendation indicating which investment opportunity is the most appropriate 

and advisable, to buy, hold or sell the company's stock. We valued Tesla in three business segments 

(Transportation, Energy Generation and Energy Storage) using Discounted Cash Flow (DCF) model. 
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▪ Tesla’s products are among the best quality and innovative 

products in the electric market, either in the automotive and the 

energy sector. Tesla competes with high ranked companies in both 

segments, including Mercedes, BMW, Vivint Solar, SunPower, etc.  

▪ Tesla is within a market that is exponentially growing and, 

therefore, can benefit from the high industry demand. However, big 

and stable competitors are aggressively approaching consumers. 

▪ It is expected that the company will lose its reduced market 

share in the Energy Generation Segment and the same will happen 

with the Automotive Segment due to the severe competition. Tesla’s 

Energy Storage Segment is going to behave favourably. 

▪ We valued Tesla in three business segments: Transportation, 

Energy Generation and Energy Storage, and by using Discounted 

Cash Flow (DCF) Model, we reached a price target FY20 of $469.44, 

with a 12-month return of 7.95%. 
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Executive summary 

Nowadays, the globe is facing serious challenges in the Automotive 

Segment and Energy Segment. The future predicts that the dense and 

populated regions will be filled with clean, environmentally friend, electrified 

and autonomous vehicles. Therefore, companies like Tesla will face several 

challenges in order to keep its operations and will compete against the 

strong and stable competition. However, as the Electric Vehicle (EV) 

Market is rapidly increasing, there is room for business growth. Regarding 

the Energy Segment, Tesla has fared far below what would be expected in 

power generation as energy deployment has been declining year after year 

due to the severe competition it faces. Therefore, it is predicted the end of 

the segment soon. On the other hand, the company has been a strong 

competitor in the Energy Storage Market and therefore it is expected that 

the great deployments of the past will remain in the future. Hence, although 

it presents a solid business in the Solar Storage Segment, Tesla’s valuation 

will be most impacted by the severe competition in the Automotive Market 

and the loss of Generation Business.  

Company overview 

Tesla, Inc. was founded on July 1st of 2003, in San Carlos, California by two 

engineers, Martin Eberhard and Marc Tarpenning, being Elon Musk the 

current Chief Executive Officer. Tesla is described as technology and 

independent automaker. Its core business is divided into two different 

segments: Transportation and Energy Generation and Storage Segment. 

     Company description 

Tesla is widely known in the transportation market, responsible for most 

Tesla sales (Exhibit 1), in which the company is well recognized for 

developing, producing, designing and selling high performance electric 

vehicles (Model S, Model X, Model 3 and in the near future, Model Y and 

Cybertruck). This segment is divided into three different categories, 

Automotive Sales, Automotive Leasing and Services & Other in which 

include deliveries of vehicles, other services and features such as autopilot 

and internet connectivity and, finally the services under lease programs, 

accessible for the three currently available models. In terms of the market 

size, the global electric car fleet hit 5.1M 2018, 2M more than in the previous 

year1. Indeed, according to the International Energy Agency (IEA) (2019), 

                                                 
1 Butler, Nick. 2019. “Electric vehicles are being outpaced by the growth of SUVs”. Financial Times. 



 

 

TESLA, INC. COMPANY REPORT 

 
 

Page 4 of 32 

 

it is expected that the global electric vehicles stock exceeds 130M vehicles 

in 2030.  

Regarding the Energy Segment, the company is focused on providing 

energy storage and generation systems by selling its products to residential 

and commercial customers. In terms of products, Tesla manufactures and 

sells products specialized in the storage of solar energy (Powerwall, 

Powerpack, and Megapack), and Solar Panels and Solar Roofs for the solar 

energy generation segment. In terms of market size, it is expected a 20.5% 

CAGR from 2019 to 2026, leading to the global solar energy industry to hit 

$ 223B in the last year projected, being it $ 52.5B in 20182. 

In terms of magnitude, according to Yahoo Finance, Tesla currently has a 

total market value of approximately $ 61B (Market Capitalization). In terms 

of sales, the company has grown over the years from $ 11.76B in 2017 to 

$ 21.46B in 2018 and $ 26.01B expected in 2019. The Automotive Segment 

is undoubtedly the largest contributor to the company's sales, with an 

average weight of 93.95% of total sales (2016 to 2019). Regarding profit, 

the company has not yet been able to report positive figures on an annual 

basis, revealing losses of ($1,904M) in 2017, ($1,017M) in 2018 and 

($459.5M) in 2019. It is important to note that these negative results have 

been decreasing and Tesla has already posted quarterly positive earnings, 

the latter case occurring in the third quarter of 2019 with a profit of $ 143M. 

When it comes to competition, it can be divided into two large groups: 

traditional automotive companies and solar energy storage and generation 

companies. In the automotive segment, the major competitors include 

companies such as Volkswagen and BMW Group. According to Yahoo 

Finance, they had a market capitalization of $ 97.9B and $ 48B, 

respectively (Exhibit 2). In the Solar Storage Sector, Tesla competes 

specially with Siemens, LG Chem and Samsung. Nowadays, these 3 

companies present a market value of approximately $ 105B, $ 18B, $ 32B. 

Finally, in the Generation Segment, the major competitors are Vivint Solar, 

SunRun, Trinity Solar and SunPower. Their market capitalization is $ 940M, 

$ 1.7B, $ 2.7B and $ 1.3B, respectively. 

Transportation 

       Automotive Industry 

                                                 
2 2019. The global solar energy market was valued at $52.5 billion in 2018 and is projected to reach $223.3 

billion by 2026, growing at a CAGR of 20.5% from 2019 to 2026. Cision. 
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The global automotive industry has gone through significant changes since 

the launch of the first automobile. Nowadays, the market is very diversified, 

as automobiles have experienced radical technological innovations with the 

decreasing popularity of diesel and, consequently, with the appearance of 

new alternatives such as hybrids or fully electric vehicles. Besides that, the 

regulatory environment and internal production processes have also 

molded the industry, making more efficient cars accessible to the mass 

public.  

Disruption has become the key to the evolution of the mobility ecosystem. 

When it comes to the future, the automotive industry will probably be 

unrecognizable from that is today, since the main trends for the sector are 

digitalization, connectivity, shared mobility, autonomy, and electrification. 

All these new aspects will be driven by new legislation, customer demand 

and technology development.  

The customer’s Digital Experience is changing as technology evolves, 

making the interaction between them and the devices even more important. 

Therefore, is fundamental that the automotive industry manufactures allow 

this type of smart environment experience inside the vehicles. In fact, 

digitalization relates to Big Data as it allows to analyse and personalize the 

customer's experience. As a matter of fact, by 2020, 37% of all data 

generated will have the potential to be analysed3.  

When it comes to Connectivity, a connected car will have to deliver an 

immersive driving experience during autonomous driving and give control 

back to the driver, if necessary. This connection can be done, for example, 

using the intelligence of a smartphone to replicate experience inside the 

car, or, over the information and entertainment platforms integration in the 

design of the car. However, even if the connected services can help to solve 

customers’ requirements while generating new revenue sources, it requires 

a higher amount of investment and R&D expenses. Indeed, by 2020, the 

global automotive R&D expenses is estimated to be $ 114B (vs $ 80B in 

2014). 

Furthermore, Shared Mobility will also be important. Automotive 

manufacturers are already competing against peers by providing mobility 

services. For example, Daimler’s Car2go provides pay-per-ride Smart and 

Mercedes-Benz cars. Furthermore, companies such as Zipcar and Uber 

are already gaining huge market share, steadily growing in popularity as a 

                                                 
3
 Miller, Randall. 2017. “The six trends driving change in the automotive industry”. EY. 
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car-shared option. Indeed, according to a study by ABI Research (2016) 

400 million people will use car sharing by 2030.4 

Finally, Self-Driving cars are already embedded in the automotive market, 

being represented by companies such as Lexus, BMW, Mercedes and have 

already been tested with Tesla’s autopilot system. Autonomous vehicles 

engineering will use big data and machine learning to reduce problems 

related to traffic and safety. According to a report from Business Insider 

(2016), there will be around 10 million self-driving cars on the road by 2020.  

All these new features that are approaching the industry are challenges that 

the automakers must be aware to follow in order to stay in the market in the 

future. Due to all the features provided by Tesla’s vehicles and their vision 

for the future, the company might benefit from first-mover advantages in 

almost all these aspects. 

Electric Vehicles Market 

The EV sector is growing at a fast pace. Despite representing a low share 

in terms of the global automotive industry today, this market possesses a 

huge potential by just observing its numbers. 

According to Global EV Outlook 2019 report5, electric vehicles in use 

worldwide has seen an immense increase, from 2.04M in 2016 to 5.12M in 

2018. As expected, EV sales have been increasing year after year. For 

instance, in 2016, 2017 and 2018 years, the number of EV sold globally 

was 0.75 M, 1.17M and 1.97M, respectively, representing a growth of 56% 

from 2016 to 2017 and 68% from 2017 to 2018.  

As a percentage of total vehicles sold in the world each year, EV sales 

represented 2.8%6 in 2018, 1.3%7 in 2017 and 0.86% in 20168. In order to 

forecast the EV market with certain accuracy, it is crucial to indicate and 

analyse the value drivers that contribute to the market expansion and 

growth, both quantitative and qualitative. 

Value Drivers    

 Financial Incentives 

In order to attract more customers, governments are offering a larger 

variety of benefits, including subsidies, value-added tax and vehicle tax 

                                                 
4
 Bay, Oyster.2016. “New Car Sharing Economy Disrupts Automotive Industry”. Abi Research. 

5 2019. Global EV Outlook. IEA. 
6 Jose, Pontes (2019-01-31). "Global Top 20 - December 2018". EVSales.com. 
7 2018. "Global Plug-in Sales for 2017-Q4 and the Full Year (prelim.)". EVvolumes.com. 
8 2017. "Global Plug-in Sales for 2016". EV-Volumes.com 
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exemptions so that the sales of EV becomes more affordable and 

appealing. For instance, Norway, which is one of the top selling countries 

regarding EV, has established an ambitious goal for 2025 for the 

automotive sector: by 2025, the country expects all new cars to have zero 

emissions and is trying to achieve it by providing benefits for EV buyers, 

such as exemption 25% value-added tax, purchase and import taxes. The 

impact of these types of incentives is visible on Tesla’s deliveries in Norway, 

which have been increasing over the years with 3,481, 8,460 and 8,619 

deliveries in 2016, 2017 and 2018, respectively. These incentives are highly 

responsible for EV sales in the country and justify the fact that Norway with 

a population of approximately 5,4M is the third leading country in EV sales.  

 City Access Restrictions  

Among the different type of vehicles, the ones fuelled by diesel are one of 

the worst sources of urban air pollution. To eliminate this risk, mayors from 

different cities and countries, are acting and elaborating plans that look 

forward to banning diesel cars and gasoline vehicles9. Of course, these 

types of policy will benefit electric vehicles companies, including Tesla, as 

one of the biggest shares of competitors are losing importance by being 

repudiated. For example, Paris already banned the circulation of diesel cars 

manufactured before 2000 and aims to ban all petrol and diesel fuelled 

vehicles by 2030 from the city centre. In 2017, Sadiq Khan as Mayor of 

London proposed a strategy to fight air pollution by reducing emissions in 

the city that aims by 2050 to transform London’s entire road transport 

system with zero emissions, starting in 202510. Another example is the 

restriction of new plates in Beijing (China) that is elevating EV sales in the 

city. To reduce air pollution, Beijing reduced the annual car license plate 

quota to 100,000 cars compared to 150,000 in 201711. The 50,000 

difference was imposed by reducing the number of vehicles cars powered 

by gasoline from 90,000 in 2017 to 40,000 in 2018, while EV will remain its 

mark of 60,000. Finally, in Norway, the EV owners can get free municipal 

parking in different cities as well as driving in bus lanes.                     

          Chargers & Batteries Capacity 

An important aspect when buying Tesla’s EV is the amount/availability of 

chargers and the battery capacity/time to charge. Regarding the Battery 

                                                 
9
 Love, Brian. 2017. “Paris plans to banish all petrol and diesel cars from city center by 2030.”Independent. 

10
 Robert, Gareths. 2017. “Mayor wants zero-emission zone in central London by 2025”.Fleet News. 

11
 Wang, Keju. 2017. “Beijing limits new car plates, boosts new energy vehicles”. China Daily.  
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Capacity, it is important to define the term “range anxiety”, which is defined 

to be “a worried feeling whilst driving an electric car caused by thinking that 

you might run out of power before reaching your destination”. According to 

a study developed by Deloitte (2018), the next generation of BEV’s will 

decrease the range anxiety to an elementary level as the manufacturers 

are aware that an increase of battery efficiency will increase substantially 

their value proposition. For instance, Tesla vehicles are widely known for 

its extensive range comparing to other automakers, illustrated in Exhibit 3. 

This will be possible due to the optimization of existing lithium-ion cell 

chemistries, the introduction of new battery cell materials, advances in 

battery management systems, increase in the energy density of battery 

assembly, new concepts introduced such as lithium-air, higher energy 

capacitors, etc. Furthermore, when it comes to the Time it takes to charge 

an electric car, the time required to charge is predicted to decrease 

considerably in the next decade. In fact, according to Deloitte (2018), by 

2025 the time required to charge a battery with a range of 200 miles is 

expected to decrease 30 minutes, compared with around 2 hours it takes 

today.  

Regarding the concerns about charging infrastructures, the tendency is to 

decrease as the new full electric vehicles will have a greater battery range, 

making home and workplace charging available places for customer’s daily 

routes. Besides that, as the time required to charge will decrease, the fast 

stations will be able to charge more cars. 

Battery cost  & Cost Efficiency 

Most of the automakers use lithium-ion batteries in the engine, and this is 

the most expensive component of an electric vehicle. If they can reduce 

partially the cost, this is where the manufacturers can extract more cost 

savings, increase margins and reduce the purchase price. Tesla’s battery 

pack price was 190$/kWh12 in 2016 and is expected to reduce throughout 

the years. The market average battery pack will be around 94$/kWh by 

2025. However, their prices may fluctuate depending on the components 

that a battery is made - lithium, nickel, cobalt and aluminium. This subject 

will certainly affect Tesla’s margins and car prices. By making their vehicles 

more affordable, they can attract more customers. This topic is addressed 

more deeply in the Revenue Segment topic. Regarding efficiency, electric 

vehicles are also a better option when compared with fuel options. An 

electric car can convert 59% to 62% of the electrical energy from the grid 

                                                 
12 Holland, Maximilian. 2018. “$100/kWh Tesla Battery Cells This Year, $100/kWh Tesla Battery Packs In 

2020”. CleanTechnica. 
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to power at the wheels, while fuel vehicle can only convert about 17% to 

21% of the energy stored. 

Environment & Customer Awareness 

One of the main reasons for people buying electric vehicles is because of 

the environmental impact of fuel vehicles. However, some professionals 

say that electric batteries are more polluting than any other car. A study 

between EVs and combustion vehicles indicates that an EV battery 

manufacturers produce up to 60% more CO2 during fabrication than a 

combustion engine production13. However, the big difference between them 

is the emissions generated during their lifetime, in which EVs only produce 

emissions when they are charging (zero combustion and no tailpipe 

emissions).  

Manufacturing Facilities  

• Tesla factory in Fremont, California; 

In this factory are conducted various operational activities: stamping, 

casting, body assembly, machining, batteries production, among others. In 

terms of size, the plant is made up of 5.2M square feet, but the company 

has expansion plans that have already been proved by The Fremont City 

Council14. 

• Gigafactory 1 in Reno, Nevada; 

In this factory, the company works along with its suppliers to integrate 

battery material, cell and battery pack production. These battery packs are 

then used for the different vehicles’ models and energy storage products. 

Besides this, the company mentioned in the 2018 annual report that Model 

Y will likely be manufactured in this place. 

• Gigafactory 2 in Buffalo, New York; 

This plant is only intended for solar products production after a long-term 

agreement in collaboration with Panasonic, signed in December 2016. It is 

important to highlight that the factory is leased by Tesla subsidiary SolarCity 

and currently owned by the State of New York. 

• Gigafactory 3 in Shanghai, China 

The Gigafactory is intended to mass-produce Model 3 and make it more 

accessible to customers in China through reduced manufacturing costs, 

                                                 
13 Ellsmoor, James. 2019. “Are Electric Vehicles Really Better For The Environment?”. Forbes. 
14 Geha, Joseph. 2016. “Fremont: City Council approves major Tesla facility expansion plan”. East Bay Times. 
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transportation and import duties. Not only has production started in October 

2019, but there have already been deliveries of vehicles produced at this 

factory. Furthermore, Tesla aims to achieve an annual production capacity 

of 150,000 in 202015. 

• Gigafactory 4 in Berlin, Germany 

The Gigafactory 4 will be constructed in Berlin, Germany and production is 

expected to start in 202116. Although the company has not provided much 

information about this new project, the factory will manufacture batteries, 

powertrains and vehicles, starting with Model Y. 

Purchase Prices & Other Savings 

If all facts above mentioned happened, customers will have higher 

incentives to acquire a full electrical vehicle. Besides that, the cost of 

ownership and the cost of an electric vehicle versus any other car will play 

an important role. The tendency is that the cost will continue to decrease 

until 2030 due to economies of scale and technology improvements. For 

example, in the UK in 2024 the cost of ownership of a BEV car will become 

cheaper than gasoline as diesel car (Exhibit 4). According to a study from 

the University of Michigan (2019), the average cost to operate an EV in the 

United States is $485 per year, while the average for a gasoline-powered 

vehicle is $1,117. Finally, having in consideration that 1 kWh costs around 

$ 0.12, it is possible to travel about 35 miles with $1, while, with the same 

amount it is only possible to do 18 miles with a gasoline-powered vehicle.  

Electric Vehicles Market Forecast 

In order to forecast the number of EV sold worldwide, it was essential to 

use the information exhibited by the IEA in the Global Electric Vehicles 

Outlook 2019 report. We have separated the global electric sales between 

the 4 regions, namely Europe, China, United States and Others. 

By analysing each region historical data and their weights as a percentage 

of global revenues, we performed a forecast for the total number of EV 

sales by forecasting each region sales until 2022. By our own estimations 

(Exhibit 5), we predict the number of Electric Vehicles sold will rise from 

3.14M in 2019 to roughly 13.67M in 2022, led by 9.78M thousand sales in 

China, 1.77M in the United States, 0.73M in Europe and 1.38M in Others. 

Afterwards, by using a prediction of 28M of EV sales in 2030 (provided by 

                                                 
15 Korosoc, Kirsten. 2019. “Tesla on track to begin Model 3 production at China Factory by end of year”. TC. 
16 O’Kane, Sean. 2019. “Tesla’s fourth Gigafactory will be in Berlin, Elon Musk says”. The Verge. 
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the same IEA) we reached a C AGR of 9,37% between 2022-2030 period. 

By 2030, China will still be the market leader contributing with 18.39M 

thousands of electric vehicles sold, followed by 4.21M in the United States, 

3M in Others and 2.71M in Europe (Exhibit 5). 

Revenues Segment  

 Electric Vehicles Analysis 

Tesla is operating in two different markets: Luxury and Mass Sectors. 

When it comes to the Luxury market the company compete with Model S, 

Model X. Model S is a luxury sedan, the leader in its class, while Model X 

is the company’s first Sport Utility Vehicle (SUV). When it comes to the 

Mass Sectors, the company competes with Model 3 and, soon, with Model 

Y the Cybertruck. Model 3 is a smaller and more affordable version of Model 

S, while Model Y was designed to be similar to Model X but in terms of 

components it is similar to Model 3. Regarding the Cybertruck, it is designed 

to have the utility of a truck with sports car performance in each of the 3 

versions created (Single Motor RWD, Dual Motor AWD, Tri Motor AWD).  

Regarding competition (Exhibit 7), Model S and Model X main competitors 

are BMW 5-Series, Porsche Cayenne SUV and Audi A4. Besides that, all 

the other electric vehicles that are being launched from high carmakers 

brands are considered competition: Mercedes-Benz EQ is the latest EV 

release from Merced es Benz; Porsche Taycen; Jaguar I-Pace; BMW iX3; 

BMW i4. Besides that, Aston Martin released its first full electric vehicle 

named “Rapide E” and Maserati revealed its intentions to start producing 

EV soon. Subaru only competes by having hybrids cars in the market. 

Besides these top brands, other brands like Ford and Volkswagen are 

releasing electric cars in 2020 that are within their high segments, such as 

Volkswagen ID.3.  

Model 3 and Model Y will compete with lower range brands such as Audi 

A3, Honda Accord Hybrid, Acura ILX Premium, Toyota Camry XLE and 

Opel Corsa (to be launched in 2020). In terms of features, Model 3 and Y 

differentiates by the design, passenger space, charging speed and 

networking. Finally, models such as Rivian R1T and FordF-150, are some 

of the main competitors of Cybertruck.  

As this is a recent market, the tendency is the competition to become even 

larger, in both segments. In the Luxury market, Tesla has a competitive 

advantage because it accounts with very high-quality products either in 

terms of performance but also technology and customer attractiveness. 

Therefore, there is no need to produce on a large scale. However, in the 
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mass market sector, production scale will be the main objective, while 

competing with very well-established brands, like Volkswagen and Audi, 

that also already have best sellers EV’s. 

Tesla is not only competing with electric vehicles and hybrids, but also with 

ICEs (Electric Combustion Engines). Here, the main competitors of Model 

S and X are Mercedes Benz S-Class, Range Rover, Audi A8, BMW 7-

Series, Jaguar XJ, BMW X7 and BMW 6-series. Model 3 and Model Y will 

compete with Nissan Leaf, Opel Astra (to be launched in 2021), 

Volkswagen Touareg, etc. What will make a customer to choose between 

an EV or another one will not only be the price, but also all the drivers 

mentioned above. 

 Electric Vehicles Revenues 

To determine and perform a forecast for Tesla of deliveries, we took into 

consideration the company’ historical data, particularly its production 

volume since 2014. By observing the volume quarterly, it is noticeable that 

production starts stabilizing since the third quarter of 2018, so we predicted 

our quarterly production forecast giving more attention to the recent data. 

With construction and development of new factories, Tesla can increase its 

production volume, and therefore, we considered the production since 2018 

Q3 until 2019 Q4 and applied an exponential trendline graphic for the 2020- 

2023 period, when it will be expected that all factories are being normally 

and fully operational. Therefore, we estimated that Tesla will produce 

447,998 EV in 2020 and 798,863 EV in 2023 (Exhibit 8). From 2024 to 

2030, we predicted that Tesla would continue to rise the number of 

produced vehicles but at a linear increase. We predicted that the company 

would produce, by our own estimations, 904,418 EVs in 2024 and 

1,605,690 EVs in 2030 for Models S and X, Model 3 and Model Y combined.  

In terms of deliveries for the Models mentioned before, we determined the 

number of vehicles sold by using a ratio that divides the number of past 

cars delivered by the number of cars produced each year. We decided to 

apply this method, since Tesla vehicles are produced based on pre-orders 

reservations. Since 2014, the ratio has been highly consistent over the 

years with an average of 96,04%. By applying this average for the 

forecasted period, we estimated that the company will deliver 430,243 cars 

in 2020 and 767,203 in 2023 between the 4 Models (S and X, 3 and Y), 

representing a 21.26% CAGR in the same period. Afterwards, the CAGR 
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will reduce as expected to 10.04%, corresponding to 868,575 cars 

delivered in 2024 and 1,542,055 delivered in 2030 (Exhibit 9).  

It is also important to consider the different regions around the globe and 

analyse Tesla’s most significant regions in terms of sales (U.S, China, 

Europe and Others). To forecast the deliveries, the past sales of each 

region were considered in order to calculate the weight of each in Tesla’s 

total sales. We assume that the weights of each region verified in previous 

years will remain until 2023. However, after that, since it is expected that 

the Gigafactories in China and Europe will already be producing in mass in 

a consistent manner, we assume that the weights will follow the market 

trend. Hence, based on the anticipated weights of each region already 

calculated for the EV Market, China will represent the largest portion of the 

market with 65,68% of the number of EV sales worldwide in 2030, followed 

by the U.S with 15,04%, Others with 10,74% and finally Europe with 8,53%. 

Consequently, in 2020, we estimated that Tesla will deliver 274,308 EV in 

the U.S, 85,161 in Europe, 48,851 in China and 21,923 in Others. On the 

other hand, in 2030 we estimate 1,012,873 deliveries in China, 231,934 in 

the U.S, 165,654 in others and 131,594 in Europe for the existent models 

along with Model Y. 

Having already the number of vehicles sold by Tesla until 2030, it is relevant 

to be aware of the impact of the different models on its revenues. 

Furthermore, it was considered three categories: Model S and X, Model 3 

and Model Y. We believe Tesla will maintain models S, X and 3, for a long 

time, focusing on updates of software’s and other characteristics to improve 

its vehicles. Besides that, after observing the number of vehicles sold yearly 

for Model 3 we decided to implement logarithmic trendlines for the future 

(Appendix 1), since we believe that this  model will continue to sell more 

and more but at a lower growth rate since is not possible and sustainable 

for Tesla to continue to deliver using the same growth from the previous 

years due to production capacity, which cannot be increased at the same 

rate. It is reasonable to expect a high volume of Model 3 sales not only 

because the EV market is rapidly expanding, but also because Tesla is 

becoming more capable of increasing its production. Furthermore, Tesla is 

already producing Model 3 in Gigafactory 3, allowing them to penetrate the 

Chinese market easily. By our estimations, we expect Model 3 deliveries to 

be 351,456 units in 2020, 561,582 units in 2025 and 676,068 units in 2030. 

Apart from the existing models, the Model Y will achieve will only sell 59 

deliveries in 2020, since it is the first year of production, then 303,879 units 
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in 2025 and 739,414 units in 2030. Regarding Model S and X, the number 

of units to be sold was calculated in three different ways. For 2019 we 

analysed the behaviour of the models in each quarter of the year and 

estimated the fourth quarter by subtracting model 3 in the total units that 

are expected to be delivered this year (104,500). Consequently, it is 

estimated to be sold 19,390 units of Model S and X in the last quarter of 

2019. On the other hand, for 2020 we applied an average of the past 5 

years, obtaining 78,727 of units sold. Finally, for the remaining years until 

2030 it was also applied a logarithmic function and obtained a total number 

of cars sold of 102,311 in 2021 and 126,573 units in 2030. In appendix 2, it 

is illustrated the number of deliveries by region and by model for the 

forecast period. Relatively to Cybertruck, production is expected to start in 

late 2021 for Dual Motor AWD version and Tri Motor AWD version, while 

Single Motor RWD version production is set up to start in late 2022. 

According to Elon Musk, the company has already received 250,000 pre-

orders exclusively for this model. Considering that Tesla needs to produce 

the Cybertruck Model on a consistent basis, its production should follow a 

similar path as Model 3 which was the first Model to be produced in high 

volumes. For this reason, we assumed that the Cybertruck production and 

deliveries will be the same as the Model 3 until it delivers at least 250,000 

units, reaching this goal in the third quarter of 2023. Afterwards, production 

and deliveries will stabilize for the rest of the forecast period. In numerical 

terms, we estimated that Tesla will deliver 90,282 units in 2022 and 240,226 

units in 2030. 

In addition, prices were calculated based on the decrease of batteries cost 

per Kilowatt-hour, since this component represents the most significant cost 

in producing a vehicle and considering the 2.2% inflation of OECD17 

(includes 36 countries). The average price for a Tesla battery was valued 

at $190/kWh in 2016. According to Bloomberg New Energy Finance 

(BNEF), the market price per Kilowatt-hour it is expected to decrease to 

$94/kWh in 202418 (Exhibit 10). We assumed Tesla will follow the tendency 

of the market, as BNEF stated “There is a wide range of battery types in 

the market. Many of these, such as Tesla’s publicly stated prices, feed into 

our average. These are then weighted based on the volumes sold. The 

inclusion of Tesla’s pricing has an important impact due to the large 

volumes the company has shipped”. Hence, we reached a (8.42%) CAGR, 

                                                 
17 Organisation for Economic Co-operation and Development 
18 Goldie-Scot, Logan. 2019.” A Behind the Scenes Take on Lithium-ion Battery Prices”. BloombergNEF. 
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but bearing in mind the inflation, we estimate that Tesla ́s vehicles prices 

will reduce (6.22%) each year.  

For the automotive leasing program, revenues are expected to rise, since 

Model 3 is going to be introduced in this program in 2019. This program 

exists only for Model S and X and the Model 3 leasing program has a 

feature that has left many customers unhappy: after leasing, the customer 

does not have the option to purchase the vehicle, unlike the Model S and 

X. According to Tesla 's official website, each version of Model 3 (Standard 

Range Plus, Long Range and Performance) is available for leasing and the 

total leasing payment is also dependent on the annual mile’s range (10,000, 

12,000 and 15,000 miles for each version). By applying Tesla’s model 

current lease prices according to its official website, we reached an average 

total lease payment of $20,315, $24,095 and $29,627 for the Model 3 

Standard Range Plus, Model 3 Long Range and Model 3 Performance, 

respectively. As a percentage of the purchase price of each version, the 

cost for a customer to lease a Model 3 for only three years represents on 

average 51,05% of the purchase price. Although Tesla launched the 

leasing program for Model 3, we believe that this segment will increase very 

slightly. For this reason, we assumed that the forecasted period would have 

the same behaviour as the 2019 year as a percentage of automotive sales 

(3.71%). The Automotive Sales and Automotive Leasing Revenues are 

presented in Exhibit 11, in billions of dollars. 

Hence, we estimated Tesla’s total revenues of automotive sales and 

automotive leasing to be $26.03B in 2020, $53.18B in 2025 and $57.82B 

in 2030.  

 Sevices & Others Revenues 

According to the 2018 annual report disclosed by Tesla, Services & Other 

Revenues comprises sales of used vehicles, non-warranty after-sales 

vehicle services and sales of electric vehicle components between others. 

This type of revenue is related to automotive revenues and its percentage 

as of total automotive revenue remained consistent throughout the last 

three years. For this reason, its revenues were calculated based on an 

average between 2016 and 2018. Considering an average of 8.42%, the 

revenues for Services & Others will increase since it is correlated with 

automotive sales and automotive leasing. The revenues will increase from 

$1,635M in 2019 to $2,449M in 2025 and $3,670M in 2030. 
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Operational Efficiency & Investment 

We calculated SG&A and R&D as % revenues. Therefore, by having in 

consideration firm’s last historical values we model SG&A and R&D to be, 

approximately, $3,435M and $2,057M in 2020, respectively, growing to 

$10,644M and $5,484M in 2030, respectively.  

Gross CAPEX was forecasted based in the forecasted Invested Capital 

Fixed Assets. The Invested Capital Fixed Assets was the combination of 

the forecasted PPE, Intangible Assets and Goodwill, all of them having in 

consideration Tesla’s past performance. Therefore, we forecasted gross 

CAPEX to be ($410.72M) in 2020, ($454.88 M) in 2025 and ($531.97 M) in 

2030. This increase in capital expenditure until 2022 is justified with the 

investment in the 2 new Gigafactories, in China (Gigafactory 3) and in 

Europe (Gigafactory 4). 

Energy Segment 
As mentioned before, Tesla offers different types of products in the Energy 

Segment: Solar Panels, SolarGlass Roofs, Powerwalls, Megapacks and 

Powerpacks. In order to understand its competitive advantage, we briefly 

analysed the products of Tesla’s main competitors (Exhibit 12): Vivint 

Solar, SunRun, Trinity Solar, SunPower: 

 Vivint Solar19: The company offers residential Solar Panels and 

Batteries. They are focused to offer a very customized service, which 

includes several home visits, they also take care of the bureaucratic 

process of permitting, and installation is expected to be done in 4 to 8 hours. 

This company only operates in the US and they cover almost all states. 

Besides that, they provide several types of payments: Solar Purchase; 

Solar Loan; Solar PPA (includes no upfront cost and the owner only pays 

for the power produced) and Solar Lease. Regarding the home battery, they 

have a partnership with LG Chem and offer a 10-year warranty battery with 

an energy capacity of 9.8Kwh.  

 SunRun20: SunRun’s products are Solar Panels and Batteries. The 

company designs, installs, finances, insures and maintains home solar 

systems. The batteries are also in partnership with LG Chem and their 

products are only sold in the US. It is possible to acquire its products 

recurring to a Monthly or Full amount lease, Purchase System and Monthly 

                                                 
19 2019. Vivint Solar Website.  
20 2019. SunRun Website. 
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Loan. Their Solar Panels prices range from $15,000 (panel with 4 kW 

capacity) to $29,000 (panel with 8 kW capacity). 

 Trinity Solar21: The company offers residential and commercial Solar 

Panels. Trinity is only present in the US but, unlike its competitors, they 

applied a referral system in which each successful reference allows to earn 

monetary rewards. They are characterized by designing the panels 

according to customer's needs and preferences and handle all the 

permitting paperwork required. A 6kW solar energy system costs $ 21,420 

and it is possible to pay using a loan option, leasing and PPA. 

 SunPower22: The company is focused on providing Solar Panels, Flexible 

Panels, Solar Cells and Solar Battery Storage, for residential and 

commercial consumers. Like its competitors, SunPower only operates in 

the US and has several payment plans (Purchase, Loan and Lease). For a 

6kW system, the cost is from $17,400 to $21,600. This company is 

characterized by having superior efficiency (16.5% - 22.8% vs 14%-18%). 

Energy Generation  

This segment began with the acquisition of SolarCity in 2016. SolarCity 

started the business in 2006 and its value proposition was to sell solar 

panels with a long-term perspective, through leasing deals. This type of 

approach made solar panels available to a lot of people, since even if they 

were expensive, leasing allowed to spend no upfront cash. This strategy 

led the company to become one of the largest installers of photovoltaic 

panels in the US. However, in 2013, its performance started to deteriorate 

since unpredicted delays in large projects led to failing in the MW 

installations expectations. Consequently, between 2013 and 2016 the 

company’s market capitalization decreased from $ 5,171M to $ 1,970M. In 

2016, the market was aware of the company's financial distress which led 

to an offer to buy the company by Tesla. The last share price until the 

company sale was $19.56. In September 2016, the deal was made, and 

Tesla was selling new products - solar panels. Nowadays, besides the 

residential and commercial solar panels, they also offer solar roofs. 

According to IEA, renewable energy sources represents 26% of the world’s 

electricity today, but this number will increase to 30% in the next 5 years23. 

The same Agency predicts that this growth will be influenced mainly by 

                                                 
21 2019. Trinity Solar Website. 
22 2019. Sun Power Website. 
23

 International Energy Agency. 2019. “Global solar PV market set for spectacular growth over next 5 years”. 
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solar energy because its prices are already below retail electricity prices in 

some countries. When buying a solar energy system, the objective is not 

only to decrease electricity expenses and take advantage of incentives but 

also to sell electricity. Besides that, the main issues to consider when 

buying a solar system are energy consumption, product and roof 

characteristics and location. In order to better understand the Solar PV 

Market, we will go through the main growth drivers that will influence the 

purchase of Tesla’s products. 

Value Drivers 

 Governmental Regulation & Incentives 

As the concerns about the impact of fossil fuels in the environment and 

climate change increase, almost all countries present government 

regulations on solar energy production and incentives to acquire solar 

panels. In the US, the main government incentive to buy this product is the 

solar tax credit, which allows to deduct 30% of the value of any solar energy 

system. However, the tax credit is expected to drop to 26% in 202024. 

Besides that, they also apply net metering, which allows that electric utilities 

must buy any excessive electricity from private producers, that they do not 

use, at the retail prices. In Europe, it is applied incentives such as feed-in 

tariffs (a payment made to households or businesses generating their own 

electricity in proportion to the amount of power generated), quota-based 

tradable green certificates (tradable commodity at a guaranteed minimum 

price), investment subsidies and tax cuts25. China also uses feed-in tariffs, 

tax rebate policies and investment subsidies. Due to the development of 

the market and environmental concerns, we believe the incentives will 

remain present in the following years and therefore will influence customers 

to acquire Tesla’s energy related products. It is possible to verify in Tesla’s 

website that each product has a price with and without incentives, allowing 

customers to see the direct benefit already on prices. For example, the price 

to acquire a small solar panel, incentives allow to save more than $ 300026. 

 Solar Panel Cost  

The components of a solar panel are: Solar photovoltaic cells; Toughened 

Glass; Extruded Aluminum frame; Encapsulation - EVA film layers; Polymer 

rear back sheet and Junction box - diodes and connectors. Improvements 

                                                 
24 Futurism Creative. 2019. “If You’re Interested in the 2019 Solar Tax Credit, It’s Now or Never” 
25 European Consulting Network. 2019. “Renewable Power Sources and Incentives in Europe”. 
26 2019. Tesla Website 
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in cell efficiency contributed to 99% reduction in module costs since 1980, 

according to MIT18. Therefore, we estimate the main cost drivers to be: 

Technological Advancements that push hardware costs down; Production 

Efficiency gains and Installation Efficiency gains. All these aspects 

contributed to solar energy became cheaper than fuel electricity in almost 

all countries.  

 Financial Benefits 

Financially, nowadays a solar panel allow to reduce electricity costs, earn 

tax credits and other incentives and increase home value (on average, solar 

panels raise home values by 4,1% in the US source). Besides that, it allows 

an average home to save between 10,000$ to 30,000$ over its lifetime. 

Solar PV Market Forecast 

According to Solar Power Europe (2018) the world annual solar PV market 

is expected to grow to 179GW until 2023. Having in consideration the past 

growth rates, we model the global annual solar PV market to reach, 

approximately, 143GW installed in 2020 and 322GW in 2030 (Exhibit 13). 

This is the result of a CAGR of 8.75% between 2023 and 2030.27.Regarding 

Market Prices forecast, we mainly had in consideration past energy prices 

per watt, its growth, and the difference between the growth rates.  

Solar Panel & Solar Roof Revenues Forecast  

This segment has been really damaged since the SolarCity acquisition, with 

Tesla’s market share representing only 0.5%, 0.3% and 0.1% of the world’s 

total solar energy generated in 2017, 2018 and 2019, respectively. The 

main reasons for this loss are: first, Tesla has delayed the product’s launch 

and won few installations and second, in the beginning the company could 

not benefit from economies of scale so it was very expensive to produce 

and install that Tesla was in a struggle to not to lose money. Furthermore, 

Tesla shareholders have filed a lawsuit saying the company overpaid for 

SolarCity and they are also facing a suit from Walmart after solar panels 

that Tesla installed on seven Walmart stores allegedly caught fire28. 

Consequently, the company started to lose credibility. Indeed, when it 

comes to the US, Tesla was the major force in this segment until 2018, the 

year in which the company Sunrun became the major installer of solar 

panels. However, the picture deteriorated and in 2019 Tesla was overtaken 

by its competitor Vivint Solar. In terms of market share it is also important 

                                                 
27

 Global Market Outlook – For Solar Power. 2018. 
28 Davies, Alex. 2019. “Tesla has a new solar roof – and Musk says this one will work”. WIRED. 
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to highlight that in 2015 Tesla presented 35% of the total US installed 

capacity while, in 2019, this number was only around 6% (Exhibit 14)29. 

According to Wood Mackenzie Senior Solar Analyst Austin Perea (2019), 

Tesla found out that acquiring customers is very expensive. Therefore, 

even with all the efforts made by the company to reveal products that are 

cheaper and faster to install, we believe that its competitors have a better 

value proposition to bring to customers, mainly because this segment is the 

only source of revenue of them and therefore they are completely focused 

on providing the best solutions for its customers. 

Accordingly, we believe that this will be a segment that will not have the 

capacity to survive soon. Hence, by taking in consideration Tesla’s MW 

delivered by quarter since 2016 and having in mind that its deliveries were 

decreasing quarter by quarter since the beginning of this business, we 

applied a logarithmic function (Appendix 3), which indicated that the 

company will end this business by 2022. Until then, in 2020, it is estimated 

that Tesla will sell approximately 3,641 units of Solarglass roof, 4,816 units 

of Residential solar panels and 273 units of Commercial solar panels. In 

the last year of sales (2022), we expect that the company will deliver 176 

units of Solarglass, 233 Residential panels and 13 Commercial panels. In 

terms of revenues this is translated in a total of $ 250.1M in 2019 and $ 

11.9M in 2022, being the main source of revenue the SolarGlass roof. 

                              Energy Storage  

In terms of market size, according to the Energy Storage Market Report 

201930, it is expected that global energy storage market grows from $ 

71,833M in 2018 to $ 164,705M in 2025, which indicates a compounded 

annual growth rate of approximately 13%.  

The following growth drivers were identified: Battery Cost & Financial 

Benefits. Some of the value drivers were already mentioned and developed 

above, in the Energy Storage. The others are going to be discussed next. 

Value Drivers 

Cost of Storage 

Battery costs range from 400$ per kWh to 750$ per kWh, plus the cost of 

installation and additional necessary equipment31.  

                                                 
29 2019. “Tesla drops to third place in the US home solar installer rankings”. Wood Mackenzie.  
30 2019. Global Energy Storage Market Forecast 2025. 
31 2019. How much does solar storage cost? Understanding solar battery prices. Energysage. 
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Financially, using energy storage can reduce the amount of electricity to 

pay during peak hours, since the battery allows to store extra solar energy 

during the day and use it when necessary, including in the peak hours 

(when the price per kWh is higher). Also, a battery allows to reduce the 

amount of electricity to buy from the grid. Besides that, if the net metering 

does not offer a good credit in the electricity bill with a solar battery it is 

possible to store the excess solar energy instead of sending back to the 

grid. These are all factors that will incentivize customers to buy Tesla’s 

products. 

        Financial Incentives 

In the United States, numerous states provide residential and commercial 

customer incentives to acquire energy storage products. According to the 

Tesla website, incentives such as price reduction in the purchase moment 

and tax credits. Besides the 30% federal income tax credit applied in all 

states, in Nevada the customer can save approximately up to $3,000 or 

$0.22/Wh when acquiring a Powerwall. Furthermore, various utility firms 

and communities, for instance, the Salt River Project, proffer incentives up 

to $3,600 for the Powerwall installation in Arizona.   

 

Energy Storage Market Forecast 

In 2019, roughly 6GWh were installed, surpassing by 2GWh compared to 

2018 and doubling the 3GWh installed in 2017. The market has been 

increasing every year, showing that this trend will maintain for many years 

to come. According to a report published by Rethink Research, this number 

will increase to 101 GWh (Exhibit 15) installed annually and 635Gwh in 

cumulative terms by 203032, representing a growth of 1.58% in relation to 

2019 and a Compounded Annual Growth Rate of 29.26%. In terms of 

geographical distribution, the leading markets are represented by South 

Korea, China, the United States and Germany, with a combined 2,1 

Gigawatts installed in 2018.  

Revenues & Deployment 

After analysing the Energy Storage Market, it was essential to look at Tesla’ 

performance throughout the years. Over the last three years, the energy 

storage deployment has increased significantly, with 410 MWh delivered in 

2017, 1,041 MWh in 2018 and 1,577 MWh in 2019. Tesla has developed 

its products, launching new versions in recent years such as the Powerwall 

                                                 
32

 2019.“Energy Storage attached to 50% of solar installs by 2030”. Rethink Research. 
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2, with a capacity of 13.5 kWh and, for residential customers, but also for 

Powerpack 2 with a 210-kWh capacity. In addition, the company has 

recently launched in July 2019 a new product, the Megapack, consisting in 

a giant battery system with a 3,000-kWh capacity. The deployment 

forecasted until 2030 will be based on Tesla’s market share observed since 

2017. Following a market share of 22%, Tesla will increase its sales and 

deployment in MWh by 1,701 MWh in 2020, 6,139 MWh in 2025 and 

22,155MWh in 2030 (Exhibit 16).  

According to the IEA (2019), the weight of GW distribution between 

Residential and Commercial will be 27% and 73% from 2019 to 2014, 

respectively. Therefore, as the PowerWall corresponds to a residential 

product and the remaining ones are commercial (PowerPack and 

MegaPack) and considering that there is no information about deliveries by 

product, we assume that these weights are going to be the same for Tesla’s 

products until 2030. Thus, in 2020, the deployment forecasted is 464 MWh 

for the residential sector and 1,238 MWh for the commercial sector, then 

increasing to 6,035 MWh and 16,120MWh in 2030, respectively. Having 

determined the deployment, we estimated the number of units sold for 

Powerwall to reach 34,333 in 2020, 123,897 in 2025 and 447,107 in 2030, 

while Powerpack and Megapack will sell 5,894, 21,271 and 76,760 units for 

the same years (Exhibit 17). In relation to prices, we calculated it by taking 

into consideration the current and forecast prices per Kilowatt hour (for 

each segment) according to the Office of Energy Efficiency and Renewable 

Energy (2017). The residential and commercial market prices will be 

reduced from $100 and $80 in 2020 to $50 and $40 in 2030, respectively.  

Therefore, and considering inflation, the price of the Powerwall will reduce 

at a -4,50% CAGR and Powerpack and Megapack also at the same CAGR. 

Finally, we predicted that the energy storage segment will achieve sales of 

$ 2.32B in 2020, $ 6.66B in 2025 and $ 19.09B in 2030 (Exhibit 18). 

Valuation  

Overall Risks & Competitive Analysis 

In this section we are going to mention the main risks related to Tesla’s 

business model and competitive analysis.  

The first point is about mature competition. Tesla differentiates from its 

peers through technological irreverence and design innovation. However, 

even with high values of sales, the high cost structure the company 

presents led to report negative EBIT every year, until 2020. After that, the 
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company will benefit from economies of scale but also from the evident 

growth of the sector. This is favourable but also can bring several problems 

in the sense that competition will grow, either from real mature competitors 

like Ford, Audi, BMW, Volkswagen. Therefore, Tesla will have to compete 

against global and financially healthy peers, so they can decrease prices, 

make deals with other companies to gain market share or even improve 

their value proposition. In fact, it is already evident the effort made by such 

companies to develop the electric market. For example, according to 

Business Insider (2019)33, by 2023 Volkswagen expects to spend $30 

billion on electric vehicles and by 2030 the company predict that 40% of its 

global sales will come from this segment. Indeed, according to Reuters34, 

in 2019 BMW invested $ 6.5B in order to achieve 25 new electrified models 

by 2023.  

The second point is about its business model. Even with some galleries 

around the world where customers can test the products, people only can 

order online. This approach allows the company to have full control on the 

customer services at the galleries. However, as exemplified before, there 

are very mature companies in the market that have much more options for 

the dealership that can spread more easily at lower costs. Besides that, 

Tesla also presents a few maintenance and repair shops, so this may 

influence its value proposition. 

Financial Forecast & Notes on Valuation 

We forecast Tesla revenues to grow at a CAGR of, approximately, 10,83% 

from 2019 to 2030, with the higher increase coming from the Energy 

Storage Segment (CAGR of 21,76% between 2020 and 2030), , 

representing $ 26.01B in 2019 and $ 80.59B in 2020. The segment that will 

represent the biggest share of revenue will be the automotive segment 

despite decreasing over the years (91.49% in 2020 76.30% 2030). On the 

other hand, the Storage Segment is gaining importance, with a weight 

between 6.02% in 2020 and 15.04% in 2030, and finally, the Generation 

Segment presents a weight between 0.83% in 2020 and 0.03% in its final 

year of activity in 2022. Gross margin will rise from 25.79% in 2020 to 

26.70% at the end of the forecasted period. The gross margin of the energy 

                                                 
33 Matousek, Mark. 2019. “Electric vehicles are a tiny piece of the global car market, but Volkswagen is making 

a huge bet on them. It doesn’t have a choice”. Business Insider. 
34 Paul, George. 2019. “BMW in leaning on premium vehicles to cope with a planned electric vehicle uptake. 

Business Insider. 
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segment represents roughly 27.4% during the forecast period, while the 

automotive segment will increase from 23.23% in 2020 to 29.97% in 2030. 

Due to the negative core free cash flows presented until 2023 the company 

might have some troubles in getting debt, but this situation may be the 

reason for its focus on profitability. Besides that, its product superiority and 

high market share across segments will help the company’s credibility with 

investors, and hence might contribute to get funds to finance its operations. 

It is important to highlight the fact that we did assume that dividends will not 

be distributed throughout the forecast period, since the company does not 

intend to pay any dividends in the foreseeable future, as stated in the official 

website. Furthermore, Tesla aims to retain all future earnings to finance 

future growth.  

Financial Valuation  

For Tesla’s financial valuation, we applied the discounted cash flow method 

to evaluate the firm, since it is the most appropriate approach to deal with 

the company’s structure. Therefore, we are going to discount the unlevered 

cash flows at the weight average cost of capital (WACC).  

We used CAPM to compute the cost of equity of the company, using a risk-

free rate of 1.74% - 10yr U.S. government bond as a proxy for the risk-free 

asset - and a 4.049% market risk premium. Besides, we reach an equity 

beta of 1.23, which indicates that the security's price tends to be more 

volatile than the market, which is very common to happen with technology 

companies. Applying the CAPM equation, we obtained a cost of equity of 

6.75%.  

The cost of debt was calculated based on the Recovery Rate, Tesla YTM, 

Probability of Default and Loss Given Default. Tesla’s YTM obtained was 

6.2%, based on a bond with maturity 202535, and according to Moody’s, 

Tesla’s Rating is B336. Therefore, the recovery rate was 53.9% and the 

probability of default was 4.28%. All in all, we obtained a cost of debt of 

4.23%. 

The market value of equity is $ 60.78B according to Yahoo Finance. Net 

Debt was calculated by deducting to the debt from the balance sheet, the 

excess and operation cash, obtaining a value of $11.739B in 2019. The tax 

rate used was 21%.  

                                                 
35 2019. TESLA 17/25 REG.S. MARKETSINSIDER. 
36 2019. “Moody's affirms Tesla B3 corporate family and Caa1 senior unsecured ratings; outlook is stable”. 

Moodys Investors Service   



 

 

TESLA, INC. COMPANY REPORT 

 
 

Page 25 of 32 

 

Finally, having in consideration what was mentioned above, we obtained a 

WACC of 6.2%.   

ROIC was calculated based on the NOPLAT of 2030 ($ 4.96B) and the 

Total Invested Capital of 2029 ($29.98B). Hence, we obtain a return on 

invested capital of 17.19%. The Reinvestment Rate (RR) was calculated by 

the division of the Total Invested Capital by NOPLAT, both of 2030. We 

obtained a RR of 604%. All in all, we model the terminal growth rate to be 

3.87%. 

By using the discounted cash flow, we model the enterprise value to be $ 

96.35B the debt to be $11.74B, and, therefore, an equity value of $84.61B.  

Having in consideration that the company has 180.24M shares outstanding 

at 26/12/2019, we model the price per share to be 469.44$. According to 

yahoo finance the price per share at 27/12/2019 is 432.14$. Therefore, our 

recommendation is a hold position, with an expected 12-month return of 

7.95%.  

Multiples Valuation  

After analyzing Tesla’s ratios and industry ratios, it was possible to 

conclude that does not make sense to apply a multiple valuation in this 

company because Tesla does not have peers with the same 

characteristics. Ratios such as EV/EBITDA, EV/Sales are much higher in 

tesla than its alleged competitions (Ford, Audi, Mercedes, BMW, etc.). For 

example, according to Bloomberg, the EV/EBITDA ratio from tesla is 

around 20.6 and the most similar one is from BMW, which presents a ratio 

of 6.5.  

Besides that, and even with the equity beta obtained, it is possible to 

conclude that Tesla’s indicators are more similar to tech companies, but as 

there is not any other tech company that sells similar products than Tesla, 

we believe that multiples valuation is not applicable. 
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Appendix 1: Tesla Model 3 Deliveries (2017-2030) 

Appendix 2: Tesla Deliveries by region and by model (S and X, 3 and Y) (2019-2030) 
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 Appendix 3: Tesla Energy Generation Deployment by Quarter in MW 

Appendix 4: Cash Flow Statement (in millions $) 
Financial Statements 
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Appendix 5: Income Statement (in millions $) 
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 Appendix 6: Balance Sheet (in millions $) 

Appendix 7: Statement of Equity (in millions $) 
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Model 3 Production Problems 
 

 

1. Introduction 

This report aims to present a deeper analysis concerning one significant topic that might 

compromise Tesla`s future and success, the production operations of Model 3 vehicle in the 

automotive segment. To provide a more realistic and quantitative perspective, it will be 

calculated and analyzed three different scenarios. 

Although Tesla is increasing its volume production throughout the years, the company has 

already face multiple situations regarding production, affecting the number of deliveries, and 

consequently, the company’s performance and success. In order to survive, particularly in the 

electric vehicles market, there will be a need for well-made and reliable electric vehicles, 

favoring the traditional automakers that possess extensive proven track records and admirable 

established brands. To meet the future market expectations, Tesla needs to produce in mass in 

order to stay competitive and achieve success, especially in the electric vehicles market. 

2.1  “Production Hell” 

Throughout the years, Tesla has been confidently predicting its volume production, specially 

for the most recent Model 3. However, sometimes the company did not meet its goals. For 

instance, in the beginning of 2017, Tesla states that the production of Model 3 would reach a 

volume of 5,000 vehicles a week by the end of the same year. Instead, only 260 Model 3 

vehicles were produced in the third quarter of 2017.1 Several causes encouraged such problems 

from battery packs being manufactured by hand by some workers to some vehicle components 

parts being constantly being delayed due to late design changes, as well as frequent 

interruptions in productions lines for quality inspection purposes. From the investors’ point of 

view, this sign was certainly not positive, and the stock price fell around 20% from mid-

September to November, since Tesla expectations were not realistic after a very low production 

registered in the third quarter of 2017. Therefore, the company was forced to extend its targets, 

by predicting a production rate of 2,500 a week at the end of 2018 Q1 and the desired production 

rate of 5,000 a week by the end of 2018 Q2. 

During that time, Tesla had recently bought a company named Grohman Engineering located 

in Germany, a company with expertise and experience in automotive production.  With this 

                                                           
1 Guess, Megan. 2018. “ Tesla Model 3 numbers disappoint again, but Tesla says it’s hit a stride”. ArsTechnica. 
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acquisition, Tesla was looking forward to improving and its production goals, by bringing 

machines able to manufactures vehicles at higher pace. Afterwards, much of Model 3 

production process was being handled by robots, which is common in well-established 

production lines, contrarily to Tesla.  

By March of 2018, Tesla produced 2,020 vehicles in the last week of the month, still below half 

of 2,500 a week. Along with fatal car crash occurred in the same month, the stock price fell 

22.4% in the end of the same month2. Afterwards, in April, Elon Musk admitted that the 

“excessive automation at Tesla was a mistake”, causing production to be highly dependent on 

robots, resulting in low production rates. Finally, the CEO added that due to Model 3 advanced 

and complex technology, it should have relied more on workers instead of robots to build the 

vehicle. Furthermore, Tesla tried to cut down costs by using steel while its previous models 

were being produced based on with a high portion of aluminum, requiring different 

manufacturing knowledge and process. This example showed lack of experience relatively to 

materials used for production. 

This attempt was an excessively aggressive move as it was costing huge amounts of time and 

money (approximately $1 billion) and many industries insiders presented their thoughts. Vice 

president of consulting on Mobility in Europe for Frost & Sullivan, Benny Daniel, thought that 

Tesla should have followed the Japanese style of production. The consists in limiting production 

at an initial phase due to high costs and statistically inversely correlated to quality. This method 

is applied in order to perfect the process first, and then produce at higher scale. Posteriorly, 

Tesla found solutions to eliminate these issues, and by the end of June, the company had already 

surpassed the production mark of 5,000 Model 3 units a week, after producing 5,031 units in 

the final week of June3.  

2.2 Workplace conditions controversy  

In July of 2019, the media was surrounded by News about Tesla, for negative reasons. Former 

and current employees from the production line expressed their dissatisfaction towards Tesla 

working methods, in a tent called General Assembly 4, a tent built temporarily while automated 

factory indoors was being improved the company in Fremont. In order to reach the production 

goals for Model 3, some employees affirmed that people were working under severe conditions, 

                                                           
2 Ell, Kellie. 2018. “Tesla’s stock is falling for two reasons: UBS analyst”. Consumer News and Business Channel 
(CNBC). 
3 2018.” Tesla Q2 2018 Vehicle Production and Deliveries”. Tesla. 
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through cold temperatures at night, high heat and smoky air caused by 2018 wild fires in 

Northern California.4 On cold nights, employees sometimes resorted to heat lamps used to clear 

coats and dry paint on vehicles. Furthermore, the same employees claim that supervisors told 

the staff to utilize electrical tape to patch cracks on plastic brackets and that required vehicles 

tests were skipped. According to five employees that worked in the tent in 2019, it was usual 

to pass cars down on the line although some parts were missing in the vehicle, in pursuit of time 

saving and production targets established by the company. 3. Competition and its Production 

At least for now Tesla has the advantage in terms of production and deliveries of electric 

vehicles. It is expected to deliver around 350,000 vehicles, mostly Model 3, in 2019, and the 

production will certainly be higher in the following years, with one key factor being on how 

quickly the Gigafactory in Shanghai start will producing in mass. In terms of competition, Tesla 

is leader in electric vehicles in the world, but it may face some challenges regarding 

competition. Although innumerous automakers do not share a big or almost inexistent portion 

of the electric vehicle market, companies such as Volkswagen group, Renault Nissan and 

Toyota produced more than 10 million of vehicles each, only in 2018. The EV market is 

attractive and these companies already have plans to penetrate this market. For instance, 

Volkswagen plans to invest $65 billion by 2024 over the course of five years to create a hybrid 

or electric version of every vehicle in its portfolio, aiming to release 75 electric models5. The 

group is already spending large amounts of money to retrofit companies and plans reinvest part 

of the money derived from revenues to build charging networks and produce its own batteries. 

Other competitors’ expertise and resources may cause damage and impact Tesla revenues and 

overall performance, by facing new intense competitors and could still suffer from experience 

growing troubles that may obstruct its capability to produce at high scale. 

3. China Gigafactory 

The Gigafactory 3 located in Shanghai is looking promising, as Tesla will be capable of cutting 

costs and produce at high volumes, expecting to deliver in the beginning of 2020. The plant 

was built in 10 months and cost 65% less than its Electric Vehicles factories based in United 

States. Fortunately, the company received permission by China's Ministry of Industry and 

Information Technology to start mass production in China for Model 3, where Tesla expects to 

achieve a production rate of 3,000 a week for Model 3, according to the 2018 annual report. 

                                                           
4 Kominek, Sarah. 2019.  “Tesla employees claim shortcuts on Model 3 production, poor conditions, report 
says”. Automotive News Europe. 
5 Schreiber, Yann. 2019. “Volkswagen says to invest 60 billion euros by 2024 in cars of the future”. Techexplore. 
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4 . Scenarios Analysis 

To analyze this topic in numerical terms, 3 different scenarios were performed for Model 3 

production and deliveries, in which one of the scenarios (Scenario 1- Report) is the forecast 

already calculated in group and evidenced in the collective report. Another scenario is based on 

the targets that Tesla seeks to achieve in terms of Model 3 production (Scenario 2 – Tesla 

Target). According to the annual report, the company wants to achieve an annualized 

production rate of 500,000 Model 3 units by the second quarter of 2020. For this reason, it was 

assumed that Tesla will produce 500,000 Model 3 units in 2020. Finally, the remaining scenario 

is a simple average of the previous two (Scenario 2 – Average).   

To calculate the 2020 Model 3 deliveries for each scenario, the ratio used in the collective 

report, which consists of dividing cars sold over cars produced since 2014, more precisely 

96.01%, will be applied. For the remaining years of the forecast period, it was applied the same 

Model 3 growth rates verified in the collective report. Deliveries for each scenario are presented 

in Exhibit 1. 

 

 

 

   

 

 

 

 

After calculating the Model 3 deliveries numbers, it is possible to observe that Scenario 3 (Tesla 

Target) reached 250,000 more units sold compared to Scenario 1, which will certainly have a 

much greater impact on this model's revenues, as it is expected (Exhibit 2). 

Exhibit 1: Model 3 deliveries in units of each scenario. Own estimations. 
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5 . Conclusion 

Although the company is more focused in creating profit, on the other hand, it seems that the 

investors are paying more attention on whether the company reaches or not its targets. The 

deliveries presented in Scenario 3 will only be achieve if Tesla ramps up Model 3 production, 

achieving the desired target production. For many times, the company has not met the targets 

pretended, causing some hesitation in the eyes of the investors It is important to highlight that the 

share price underwent major changes whenever production targets were not met. As already 

mentioned, Tesla's share price decreased by 20% in September of 2017 22.4% in March 2018, and 

14.6% in August 2018, these being some of the examples where production numbers did not meet 

Tesla initial targets. By applying a simple average, the stock price fell 19,19%. In case Tesla misses 

its production goal in 2020 and if the stock price remains equal ($432,14 - as of 27 December 

2019) until then, the stock price may fall to $349,21 by just missing the target anticipated for that 

year. Therefore, it is extremely important for Tesla to reach its goals. The following years will 

be crucial to determine if Tesla is prepared to be sustainable and capable of achieving its 

investors’ expectations. 

Exhibit 2: Model 3 revenues (in millions of $). Own estimations. 

 

  


