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Tesla: what is the significance of its stock split?
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Stock splits are back, with Tesla Inc (NASDAQ:TSLA) following Apple Inc
(NASDAQ:AAPL) in announcing plans for its own similar manoeuvre.

$589.42 billion

1 Year Share Price Graph

Reading the runes, this has led some long-in-the-tooth stock market observers
to caution that such moves could be a warning flag.
Tesla said it was "to make stock ownership more accessible to employees
and investors".
Apple's management said goal is "to make our stock more accessible to a
broader base of investors".
What is a stock split?

Share Information

In Tesla's case the shares will be split five-for-one on August 28, meaning for
every one that an investor owns, they will have five after the split.
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In Apple's case it is a four for one split.
"The simple idea is to make the shares more marketable, and usually with the
retail investor in mind," says Richard Hunter, head of markets at Interactive
Investor.
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Company Synopsis:

Reducing the price of each share is purported to make them easier for small
shareholders to buy, as well as a sign of management's confidence in future
market gains.

Tesla Inc. was founded in 2003 by a group
of Silicon Valley engineers who set out to
develop a new electric vehicle company.
Tesla Inc. uses proprietary technology,
world-class design and state-of-the-art
manufacturing processes to create a new
generation of highway capable electric
vehicles. We utilize an innovative
distribution model based on companyowned sales and service centers.

"The stock split does nothing to the value of the company - for example, if you
held 10 shares at a price of £1,000, after a 100 for 1 split the price would be
amended so that you might now own 1000 shares at the new price of £10,"
says Hunter.
"It is therefore seen as a psychological move, helping investors get more 'bang
for their buck', although nothing has changed."
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It is only the price that changes not the value of your total shareholding nor the
value of the business as a whole. And no new money is raised.
In Hunter's above example, an investor with £10,000 to invest would be buying 1,000 shares post-split, as opposed to
just 10 shares pre-split.
With a surge to almost $1,500 in early trading for Tesla on Wednesday, buying a single the electric car manufacturer's
shares would still set you back close to US$300 after the five-for-one split.
Apple's stock trades for not far off US$450, so will move to below US$115 after the stock split.
The other side of the coin, so to speak is the reverse stock split, or share consolidation, which London-listed
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Hammerson PLC (LON:HMSO) is planning.
This, like the name implies, will reduce the number of shares and therefore lift the share price, but again, not change
the valuation.
Hammerson, an embattled shopping centre developer, is planning the manoeuvre in conjunction with a rescue rights
issue, with the consolidation resulting in "a more appropriate issue price".
Just window, dressing, in other words.
Why now?
Before the turn of the millennium, it was common for companies to split their shares whenever they rose above
US$100.
But stock splits by big US companies tailed off after the dotcom bubble burst in 2000.
"There is a view," says Russ Mould, investment director at AJ Bell, "that you tend to see more stock splits as we near
the top of a bull run, as companies look to find incremental buyers for their shares by cutting the price (but not the
valuation) with what is really nothing more than a bit of an optical illusion or window-dressing."
Talking of bull runs, the Nasdaq Composite is up 20% in the year to date, despite economies going into recession
around the world due to the coronavirus pandemic.
Intriguingly, Mould points to another simultaneous trend that old-timers will point to.
"A potential warning sign is also becoming more prevalent at the same time, namely the rise of SPACS in the USA."
Special-purpose acquisition companies, so-called 'blank-cheque' acquisition vehicles, have raised $23.9bn so far in
2020, already 70% higher than the prior record of 2019, or one in every five dollars raised by IPO this year, according to
data from Refinitiv.
Says Mould: "That investors are willing to give cash to management teams to invest without knowing what they are
going to buy would suggest confidence is high and animal spirits are running - just the sort of conditions which can see
poor allocation of capital (wrong target, wrong price or both), which is in turn often an early sign that trouble is going to
be brewing somewhere down the line."

www.proactiveinvestors.co.uk

www.proactiveinvestors.com

www.proactiveinvestors.com.au

ca.proactiveinvestors.com

www.proactiveinvestors.de

United Kingdom

North America

Australia

Canada

Germany

www.proactiveinvestors.co.uk

The Business Centre 6 Wool House, 74 Back Church Lane

London, E1 1AF

United Kingdom Company No. 05639690

VAT No. 87207082

Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors,
private
client
brokers,
fund
managers
and
international
investor
communities.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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