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Mixed guidance; all eyes on incoming Investor Day  

  Event 

Tesla posted record-high 2022 EPS of US$4.07, up 80% YoY. With production guidance of 
1.8mn units in 2023, the firm expects to sustain industry-leading operating margin, despite 
a potential recession. 

Impact 

Mixed 4Q22 results, but exits 2022 with record-high earnings & strong financial health. 
Operating margin contract 1.1ppts QoQ to 16.0% in 4Q22, as higher operating leverage 
partially offset a 2.5ppts QoQ decline in automotive gross margin (excluding regulatory 
credit revenue) to 24.3%. 4Q22 operating margin missed, but net earnings beat consensus. 
Despite multiple macro and operational challenges, Tesla managed to grow revenue 51% 
and earnings 85% in 2022, with gross and operating margins edging up a respective 0.3ppts 
and 4.6ppts to top the auto industry at 25.6% and 16.8%. The firm ended the year with a 
strong cash and investment position of US$22.2bn and free cash flow of US$7.57bn, up a 
respective 25% and 51% from a year ago. Net interest income of US$157mn was reported 
in 4Q22 on low debt and a rate-hike environment. 

Mixed guidance, but clear message delivered in response to near-term uncertainties & 
long-term growth. Tesla guides production of 1.8mn units in 2023 and an internal target 
of 2.0mn units if there are no external disruptions, largely on par with consensus and our 
estimate of 1.9mn. Demand year-to-date, according to Musk, is the strongest ever with 
orders twice that of the production rate, helping to draw down inventory, which surged 
from 4 days in 2Q22 to 13 days by end-2022, reflecting the effectiveness of the firm’s 
aggressive pricing cut strategy. Facing a possible recession in 2023, Tesla guides it will 
accelerate cost reductions near-term and focus on operating margin, echoing the 
intention of the firm’s pricing cut strategy to maximize production and achieve higher 
operating leverage. With Cybertruck on track to begin production later this year, Tesla 
notes it will share more details of the next-generation vehicle platform currently under 
development at the upcoming Investor Day on March 1. That said, a more affordable EV 
model priced at less than US$25k is highly anticipated. On top of hardware (EV) sales, the 
firm continues to stress software, primarily FSD, will be the long-term profit driver 
provided 100% gross margin and accelerating contribution. 

We slightly raise 2023F EPS to US$4.46, but maintain 2022-24F EPS CAGR at 27%. We 
slightly revise up 2023F sales and earnings growth to a respective 26% and 9% YoY as the 
firm anticipates automotive ASP will remain above US$47k after the price cuts in early 
2023, above our estimate of US$45k. Tesla raised Model Y pricing slightly in the fourth 
week of January, once again demonstrating its flexibility in response to market conditions. 
We forecast EPS will grow from US$4.46 in 2023 to US$6.53 in 2024, based on EV 
shipments of 1.87mn and 2.50mn, respectively. 
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