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Technological edge unchanged; earnings tamed in 2024F   

  Event 

Tesla reported 4Q23 non-GAAP EPS of US$0.71, up 7% QoQ but down 40% YoY. 

Impact 

4Q23 EPS slightly missed with gross margin down QoQ. 4Q23 revenue arrived up 8% QoQ and 

3% YoY at US$25.2bn, 2.6% below consensus. Automotive sales grew 10% QoQ to US$21.6bn, 
reflecting 11% QoQ growth in EV deliveries, despite a 1% QoQ drop in vehicle ASP to US$43.6k, 

while non-automotive revenue was down 3% QoQ, to 14% of total revenue. Automotive gross 

margin slightly improved 0.2ppts to 18.9% in 4Q23, supported by improving scale and a further 

cost reduction, to US$36.1k per vehicle. Nevertheless, overall gross margin was down 0.3ppts 
QoQ to 17.6% in 4Q23, on falling QoQ profitability for energy and service businesses. 2023 EPS 

dropped 23% to US$3.12, marked by operating margin erosion of 7.6ppts YoY, to 9.2%, due to 

price cuts and growing R&D expenses. 

We trim 2024F vehicle deliveries to 2mn; 2024-25F EPS cut to US$2.36 & US$4.68. Tesla guides 

the volume growth rate in 2024F will be noticeably lower than the 38% growth rate achieved 

in 2023, as the firm is currently between two major growth waves. The next growth wave will 
be next-generation vehicles, which the firm expects to begin production at Gigafactory Texas 

toward the end of 2025F. We trim 2024F vehicle delivery estimates to 2mn, up 11% YoY, but 

raise 2024F Cybertruck deliveries to 56k, as the firm is focused on ramping up production to 

meet demand. Tesla further lowered Model 3 and Y prices at the beginning of 2024. We revise 
down 2024F sales to US$101.2bn, up 5% YoY, and gross margin to 17.3%, down 0.9ppts YoY, 

resulting in a 2024F EPS decline of 24% YoY to US$2.36. While we foresee gross margin pressure 

easing when interest rates fall, likely starting in 2H24, R&D investments and ramp up of next -

generation vehicles could weigh on gross margin recovery before  2H25F. As a result, we cut 
2025F EPS to US$4.68. 

Investments in next generation vehicles, AI, & robotics continue to sustain global technology 

leadership. The firm guides 2024 capex of over US$10bn, compared with US$8.9bn in 2023. 

The management guides release of a new self-driving software version, FSD V12, in 2024, with 

a major change from a rules-based to a network-path-based AI algorithm. Furthermore, 

shipment of Optimus robots is likely to start in 2025, which use Tesla-designed actuators and 
sensors, and have improved AI capabilities. Despite macro headwinds, Tesla is not slowing 

down on investments which will fuel future growth and sustain its technology leadership. While 

we are positive on the firm’s long term outlook, based on its technology invest ments, the sales 

contribution from FSD and robotics is not likely to be meaningful in the next two years.  

Valuation & Action 

We downgrade our rating from Outperform to Neutral and cut our 12M target price from 

US$309 to US$213, based on 40x 2025-26 average EPS of US$5.33. Shares lack near term 

catalysts, yet we see bargain hunting opportunities in the next three quarters, and expected 
catalysts of rate cuts and Tesla events. 

Risks 

Aggressive pricing strategy weighs on 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 KGIEWORLD.COM.  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.  


