
With gasoline prices at all-time record highs and showing no signs of 
abating, it is completely understandable and predictable that interest 

and enthusiasm for “new energy” vehicles requiring little or no gasoline is at 
similarly unprecedented levels. When most people think about new energy 
vehicles, their thoughts naturally turn to Tesla, the high-flying EV (electric 
vehicle) maker that seems to be constantly in the headlines. (Indeed, Tesla 
receives so much media attention and therefore free publicity that its 
marketing budget is virtually non-existent!) Perhaps, if the person is particularly 
knowledgeable, they might also think about Rivian, or even Lucid. If those 
people are investors, however, they would be well advised to look beyond the 
sizzle. At Invest.Green, we believe that thoughtful, strategic investors should 
pay particularly close attention to the legacy auto makers such as Toyota, 
Volkswagen, and Ford.
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These companies have a number of huge competitive advantages over their 
upstart competitors:

	● Literally decades of experience in manufacturing high-quality vehicles in 
large volumes

	● Well-developed, robust global supply chains
	● A comprehensive global network of dealers and service facilities

Companies like Tesla which have placed all their bets on EVs have none of 
those advantages, and face the further headwinds of what still remains a very 
limited charging infrastructure, and the accompanying “range anxiety”. Another 
huge problem: the COVID-driven fractures of global supply chains, which have 
severely disrupted production virtually everywhere. The start-up EV makers 
have unfortunately been hit particularly hard, and vehicle availability has 
become yet another problem. 

Of the legacy carmakers, we find Toyota’s strategy and value proposition 
particularly compelling: although its environmental credentials (and strategic 
commitment) are second to none, it is rarely considered to be a “green 
automobile story.” It really should be.

It is the world’s largest auto manufacturer (it sold 10 million cars in 2021), so 
its environmental activities, commitments, and future trajectory should be 
of great interest to green investors. It seems hard to believe today, but it has 
been 25 years since Toyota first entered the new energy vehicle space with 
the introduction of the iconic Prius hybrid. But what particularly interests us at 
invest Green is Toyota’s going forward strategy of hedging its technology bets.

Not even the most clairvoyant industry analyst can be confident today in 
predicting which of a number of competing power train solutions will ultimately 
emerge triumphant in the marketplace. Pure-EV companies such as Tesla, 
Rivian, and Lucid are placing massive bets (with investors’ money) that all-
electric vehicles will be the clear winners of the future. But how far away is that 
future anyway? How long will it take to build out a comprehensive charging 
infrastructure, particularly in densely populated urban areas where there are 
real physical constraints? And how long will it take to develop sufficient battery 
power and efficiency to obviate potential buyers’ range anxiety for all but the 
hard-core early adopters?

Toyota’s starting premise is that the necessary secular shift away from internal 
combustion engines (ICE) will not be an instantaneous or abrupt one, and 
that some sort of evolutionary transition strategy is required. In practice, this 
means hedging their bets, and providing cars which are attractive and available 
today as well as positioning themselves to produce solutions for tomorrow. As 
a result, Toyota currently manufactures and markets automobiles built on five 
different types of power trains:
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	● “Traditional” hybrids like the Prius
	● Plug-in hybrids
	● Pure battery-powered cars (BEVs)
	● Hydrogen fuel cell automobiles
	● Conventional ICE vehicles

The hydrogen-powered Mirae is its most recent offering, and is arguably the 
most environmentally benign of the bunch: its only “exhaust” is a fine water 
vapour. That said, it is also the one furthest away from mass adoption. The 
fueling infrastructure for hydrogen cars is embryonic at best, and is even less 
fully developed than that for EVs. As a result, its current appeal is essentially 
limited to determined early adopters. Going forward, however, some industry 
analysts have noted that the ultimate solution to the refueling infrastructure 
challenge may already be at hand: the nearly ubiquitous global network of 
gas stations. Their conversion to providing hydrogen fuel would be relatively 
straightforward, and much less problematic and costly than building out an 
electric charging infrastructure of remotely comparable scale.

Electrification is clearly at the heart of Toyota’s business strategy: it has 
committed fully $5 billion to green manufacturing initiatives in the U.S. alone, 
and is making a massive $13 billion investment in batteries between now and 
2030. Consistent with its overall green strategy, the company is hedging its 
bets here as well: it is investing in both “quantum leap” technologies of the 
future and incremental — but substantial — improvements to the lithium-ion 
batteries which dominate the market today. It is aiming to reduce battery costs 
by 50%, and increase efficiency by 30%. Collectively, these various initiatives 
are allowing Toyota to commit to making all of its worldwide manufacturing 
carbon neutral by 2030, and all of its energy inputs zero emission by 2050. 

All of these environmental improvements and future commitments are all 
well and good, but at the end of the day we at Invest.Green and our audience 
are investors above all. As investors, of course, share prices are of absolutely 
critical importance. As with any other company, this could all change in the 
future, but today Toyota’s ought to be highly attractive to investors, particularly 
relative to those of their green competitors. The feeding frenzy around much-
publicized companies such as Tesla has bid up their share prices to what we 
consider unsustainable levels. Toyota’s, by contrast, is much more reasonable, 
and doesn’t experience the high volatility of the others. As of the time of 
writing, Toyota’s share price is $160, while Tesla’s is $720. Perhaps even 
more important, Toyota’s P/E (price/earnings) ratio is 10.5, while Tesla’s is a 
whopping 97. In other words, Tesla investors need to pay nearly ten times more 
for a dollar of earnings than do Toyota’s.



And there’s one last thing. Investors in Toyota stock get an additional “bonus”: 
included in the share price is exposure to the hedging protection provided 
by the company’s external venture capital program. Toyota shareholders get 
the benefit of a diversified portfolio of early-stage electric mobility start-
ups such as Revel, May Mobility, and Joby Aviation ( itself the subject of a 
separate Green Research Bite). In addition, in June of 2021 Toyota set up a 
focused vehicle dedicated solely to the climate challenge. The Toyota Ventures 
Climate Fund has been seeded with $150 million, and is already making its first 
investments, in companies such as Ion Storage Systems and e-Zinc. The former 
is working on solid state lithium-ion batteries; the latter has the potential for a 
10 x improvement in battery storage times. These venture portfolio companies 
are, by definition, high-risk, but they also possess significant upside potential.  

All of this leads us to one major, overriding conclusion and recommendation: 
green investors looking at the auto sector would be well advised not to 
overlook opportunities which may be “hiding in plain sight”: the legacy 
automakers. And Toyota ought to be at or near the top of that list.


