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Mid- to long-term competitiveness & outlook unchanged  

  Event 
Tesla reported 3Q23 non-GAAP EPS of US$0.66, down 27% QoQ and 37% YoY. Shares fell 4% in 

after-market trading. 

Impact 

3Q23 EPS missed, but we believe this will be near-term bottom. 3Q23 revenue arrived down 
6% QoQ at US$23.4bn, of which non-automotive revenue grew 2% QoQ to 16% of total 

revenue. Automotive sales dropped 8% QoQ to US$19.6bn, reflecting a 7% QoQ decline in EV 

deliveries and a 3% QoQ drop in vehicle ASP to US$43.8k. Al l of this contributed to an 
automotive gross margin decline of 0.5ppts QoQ to 18.7% in 3Q23, despite production cost per 

vehicle further falling to US$37,500. Record-high energy storage deployment and a greater 

sales weighting of Megapack helped boost energy generation and storage business gross 

margin by 6.0ppts QoQ to 24.4%. As operating expenses surged 13% QoQ to US$2.41bn on 
Cybertruck production ramp-up and AI investment, operating margin dropped 2.1ppts QoQ to 

7.6%. The firm continued to generate posi tive free cash flow of US$0.8bn, with cash-on-hand 

of US$26.1bn at end-3Q23. 

2023 vehicle delivery target of 1.8mn units unchanged; cost reduction & AI investment are 
top priorities amid macro uncertainties. Tesla reiterates 2023 vehicle delivery target of 1.8mn 

units, suggesting production and deliveries will recover in 4Q23. Management notes challenges 

amid macro uncertainties and a high interest rate environment, hinting capacity expansion will 

not be a top priority. Instead, the firm will continue to focus on cost reduction, AI investment, 
Cybertruck production ramp-up, and next generation platform development. Management 

guides Cybertruck delivery will begin in 4Q23, but notes it could take 18 months for Cybertruck 

to reach mass production scale, for possible volume production of 250k units in 2025, versus 
1mn-plus orders. 

Revise down 2023-24 EPS to respective US$3.15 & US$4.00, on higher R&D expenses, but 

maintain 2025-26 EPS at US$6.76 & US$8.69. We maintain our 2024 EV delivery forecast of 

2.24mn units, up 24%, with delivery of less than 50k Cybertruck units. We decrease 2024 sales 
of US$117.1bn, up 22% YoY, and trim operating margin by 1.8ppts to 11.6%, primarily on higher 

R&D expenses, resulting in EPS cut to US$4.00, up 27% YoY from US$3.15 in 2023.  We reiterate 

our positive mid- to long-term business outlook as we believe the firm’s ongoing cost reduction 

efforts, investment in AI, and next-generation platform will sustain its leadership in EV and 
autonomous driving. With Cybertruck set to reach mass production and next-generation EV 

models likely to launch in 2025, as well as advancements in the FSD system, we project strong 

financial growth from 2025 onward. Thus, we maintain respective 2025 -26 EPS of US$6.76 and 

US$8.69. 
Valuation & Action 

We maintain Outperform and our 12M target price of US$309, based on 40x 2025 -26 average 

EPS. We reiterate our positive outlook on Tesla’s long-term growth and recommend 
accumulating shares on near-term headwinds. 

Risks 

Aggressive pricing strategy weighs on near-term profitability. 
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All the above named KGI analyst(s) is SFC licensed person accredited to KGI Asia Ltd to carry on the 

relevant regulated activities. Each of them and/or his/her associate(s) does not have any financial interest in 

the respectively covered stock, issuer and/or new listing applicant. 

Disclaimer 
Some of  KGI Asia Ltd. equity research and earnings estimates are available electronically on www.kgi.com.hk.  Please contact your KGI representative for information. The information 

and opinions in this report are those of KGI Asia Ltd. internal research activity.  KGI Asia Ltd. does not make any representation or warranty, express or implied, as to the fairness, accuracy, 

completeness or correctness of the information and opinions contained in this report.  The information and opinions contained in this report are subject to change without any notice.  No 

person accepts any liability whatsoever for any loss however arising from any use of this report or its contents.  This report is not to be construed as an invitation or offer to buy or sell 

securities and/or to participate in any investment activity.  This report is being supplied solely for informational purposes and may not be reproduced or published (in whole or in part) for 

any purpose without the prior written consent of KGI Asia Ltd..  Members of the KGI group and their affiliates may provide services to any companies and affiliates of such companies 

mentioned herein.  Members of the KGI group, their affiliates and their directors, officers and employees may from time to time have a position in any securities mentioned herein.  


