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Tesla's battery ambitions are significant for patient,
medium-term investors
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Tesla Inc's (NASDAQ:TSLA) battery day event may not have been the
blockbuster event on which many investors had pinned their hopes, but there
were many ambitious ideas and significant moves on a medium-term timeline.
The big longer-term goals were laid out by founder and chief executive Elon
Musk for 20mln cars, plus a 56% reduction of battery costs with 50%
longer range, with the aim of developing a more affordable
US$25,000 Tesla, all targeted within three years.
However, there was nothing from Musk about hydrogen fuel cells, or fool cells
as he has called them before, nor solid-state batteries, nor a specific target for
cost reduction in dollars per kilowatt-hour, nor was anything actually tangible,
as an analyst at Roth Capital complained.
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At Bernstein, they said the event was was long on vision and boldness, but
short on specifics and near-term deliverables.
The stock fell 6% on Wednesday but many less impatient observers
were impressed, though.
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Deutsche Bank upgraded Tesla to 'buy' from 'hold', saying the Battery Day
"showcased impressive trajectory for its technology, capacity and cost, which
should help accelerate the world's shift to electric vehicles and extend Tesla's
lead considerably".
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Company Synopsis:
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.

Analysts at Jefferies felt the development of a new, larger battery and some of
the industry trends laid out by Musk were "more ambitious than expected" and
was "confirmation of Tesla's battery edge and better clarity on manufacturing
ambitions that challenge industry practice - in process and investment cost".
'Tabless' battery round the corner
While a lack of immediacy may be a disappointment to some, a new battery
technology was the closest to being tangible, or "close to working" as was said
in the presentation.
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This new '4680' battery cell, named because it is 46mm in diameter by 80mm tall, is able to produce six times more
power and 16% additional range, with a manufacturing facility expected to be producing 10 gigawatts of batteries within
12 months.
The new battery will be capable of storing 380 Wh/kg (watt-hours per kilogram), which is 54% better than the Panasonic
cells currently used in the Tesla Model 3, according to calculations from Electrification Coalition, with costs per kW-hour
more than halving.
Production of this 'tabless' battery, pictured, called so as it removes the tab element from a battery cell and so should
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allow lower manufacturing costs and improve power and range, has already begun, it was revealed, but kinks still need
to be ironed out in the next 12 months.
Road to mass EV adoption
The Jefferies analysts said 18-36 months time frame to accrue 56% savings in dollars per kilowatt hour "looks logical".
This would still allow Tesla to maintain its "battery edge", Jefferies said, and enable the launch of the planned
US$25,000 vehicle by 2023 at parity to an internal combustion engine car.
Broker Liberum was also sanguine, saying the event "can best be described as an ambitious vertical integration scaleup plan" or "an attempt to take ownership of more of the EV ecosystem and drive down costs".
Deutsche Bank's analysts estimate that achieving an average battery cost of even just $65 per kWh by 2025 would
boost gross profit margins to mid-30% on Tesla SR+ Model 3s and Model Y.
This would enable Tesla to sell very large volumes of the newly-announced US$25,000 "Model 2" at "respectable circa
20% margin", which could prompt mass adoption even without government support.
Tesla should now be able to deliver 2mln-plus vehicles and generate US$15 earnings per share by 2025, according to
Deutsche's new forecasts, up from 1.4mln vehicles and EPS of US$12.25 previously after incorporating lower battery
costs and higher volumes.
This resulted in a price target hiked to US$500 from US$400.
"With the stock price indicated down post market as traders "sell the news", we recommend longer-term investors take
advantage of weakness to buy Tesla as the best way to invest in vehicle electrification," the Deutsche analysts said.
No mention of solid state and hydrogen
Given it was just a short event, Bernstein's analysts said the presentation at times was more visionary than specific, but
that battery improvements were more comprehensive than anticipated, though they were surprised Musk did not
discuss single-crystal technology, or the fabled million-mile battery.
But on this latter point, Liberum's analysts were questioning, "who needs something that can live for more than 50
years".
Another notable omission for some, was that Musk did not mention solid-state batteries, where the solvent liquid
electrolyte is replaced with a solid material that can also act as the separator, which potentially offer six-times-faster
charging and almost double the energy density.
But Liberum said this was probably not mentioned as it is not likely within three years.
So, something to look forward to in the next Battery Day.
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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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