
Financial markets were electrified (if you’ll pardon the expression) by the 
announcement that car rental company Hertz had agreed to purchase 100,000 
Teslas, with a value of over $4 billion dollars. Not a small outlay for a company 
that escaped from Chapter 11 less than 18 months ago! The announcement 
boosted Tesla’s share price by over 12% in a single day, incidentally adding a 
cool $36 billion to CEO/visionary Elon Musk’s personal net worth. Not shabby 
for a day’s work! For context, this makes him worth nearly $100 billion more 
than the second-wealthiest human on earth, Jeff Bezos, who has to eke out an 
existence with a paltry $190 billion and change.

A perplexing tweet from Musk a week later saying that no contract had in fact 
been signed was apparently news to Hertz, but had the immediate effect of 
shaving 4% off Tesla’s market capitalization. In any case, regardless of how 
this small hiccup turns out, there will be no tag days for Mr. Musk. As for his 
company, Tesla remains worth over $1 trillion, roughly twice the market value 
of Toyota. There are currently only five companies on the planet with a stock 
market capitalization of $1 trillion or more, and Tesla is now one of them. 

As of the time of writing, Tesla’s share price stood at over $1,200 per share — 
a bit of a bump from the $77 it stood at in March 2020! Grossly overpriced, 
you say? Well, suffice it to say that many Wall Street “experts” deemed the 
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stock significantly overpriced as recently as this past August — at $660 per 
share! So… can Tesla’s share price continue to defy financial gravity indefinitely? 
Opinions are divided.

The bullish case

Its recent history would strongly suggest that it can. In 2019, Tesla posted a 
loss of $860 million on sales of $25 billion. Only a year later, sales had jumped 
to nearly $32 billion, and the company reported a profit of $720 million. Even 
critics would have to concede that this represents significant progress, and 
augurs well for Tesla’s future. Production and other operational problems have 
plagued Tesla for years, but things are decidedly looking up in that regard: by 
the end of Q3, deliveries were up 20% on the previous quarter, and fully 70% 
ahead of the previous year. 

Throw in the occasional $4 billion blockbuster deal now and then, and combine 
all that with the secular global megatrend towards more environmentally-aware 
consumption and investment, and you have a recipe for continued success for 
the foreseeable future. And this is to say nothing about Tesla’s undeniable “cool 
factor”. Small wonder that in late October  Morgan Stanley bumped its target 
price for Tesla stock by over 30%, to $1200. In about a week, they were proven 
right. Other analysts have recently projected a $2500 target price over an 
18-month time frame. And a few euphoric analysts have even begun murmuring 
about Tesla as a three trillion-dollar company! 

The bearish case

A longer historical perspective, however, would yield a much more sober 
assessment of Tesla. Since 1800, precisely one U.S. automaker had managed 
to avoid bankruptcy: that company was Ford, and even it was teetering on the 
brink back in 2008. There is a compelling argument that, just as trees can’t 
grow to the sky, companies simply can’t keep on growing and generating 
outsized profits indefinitely. 

Let’s look very quickly at a few significant headwinds which Tesla’s facing:

	● Ferocious competition from incumbent industry rivals with much longer 
track records, more established distribution systems, and stronger balance 
sheets. GM’s Mary Barra recently predicted that her company, GM, would 
surpass Tesla in sales within four years. Volkswagen, Toyota, Ford, Mercedes 
Benz, Porsche, and many others are already nipping at its heels. In addition, 
rival upstarts such as Lucid Air are beginning to come to market as well. 
Virtually every car manufacturer is now committed to the EV market — a 
market which Tesla has, admittedly, created virtually single-handedly.

	● Significant pressure on margins from the aforementioned competitors.

	● The “financial laws of gravity” — Tesla has a huge debt load, and is in an 
extremely capital-intensive industry. Future growth can only be fuelled in one 
of two ways: adding further to its already substantial debt load, and issuing 
more equity shares, diluting current stockholders and lowering the earnings 
per share number so beloved by Wall Street analysts.
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	● A virtually certain near-term increase in interest rates, which will make its 
debt burden even more onerous.

In short, one could make a case either way, although at Invest Green we incline 
to a more bearish outlook. HOWEVER, in any case, one thing is certain…

A rising tide lifts ALL boats — INCLUDING Invest Green’s

Whatever the financial prospects of Tesla itself, the company has definitely put 
EVs (electric vehicles) irrevocably on the map, and dragged them squarely into 
the mainstream of the auto sector. This has already had the knock-on effect 
of dramatically boosting the prospects of a variety of ancillary and adjacent 
sub-sectors, most notably batteries, energy storage, and rapid charging. 
Significantly, none of the growing number of players in those markets will be 
dependent on any individual company’s winning the EV sweepstakes — their 
products are generally compatible with any and all of the EV manufacturers, or 
soon will be. So, whether or not Tesla itself is worth $1 trillion or more, it will 
most certainly create trillions of dollars of new value around itself for others.

In the EV battery space, major global companies such as CATL, LG, and 
Panasonic are currently the market leaders, but a host of relative upstarts 
such as Novonix, FREYR, and Microvest are also interesting. In terms of rapid 
charging infrastructure, once again we have well-established companies such 
as BP and ABB, but also nimble relative newcomers such as Blink, EV Box, and 
EVgo.

But here’s the key point, at least from an Invest Green viewpoint: virtually all 
of these companies will need to buy components from external, third-party 
companies. It’s a 21st century version of the classic “picks and shovels” strategy, 
which suggests the best way to profit from a gold rush was by selling picks and 
shovels to gold miners and prospectors. The math here is simple: while only a 
very few of the latter actually struck gold, all of them needed to buy picks and 
shovels in order to have a chance at the opportunity.

And, best of all for companies like ours, many of the most exciting and 
promising of the new solution providers are privately held and, as a practical 
matter, utterly unavailable to retail investors. Moving further upstream and 
focussing on the early-stage technology inventors and developers, and then 
helping them develop further through strategic partnerships, marketing, 
and finding end customers is a critical part of  the mission of Invest Green. 
Bringing such opportunities to the growing global ranks of green retail 
investors is really the rest of it. 
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