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Abstract 

This overview article shows how Tesla Motors Company has established itself in the Electric Vehicle 

Industry. It gives an insight into the company’s history, stock analysis, financial analysis, competition in the EV 

industry, and the reasons for its success. It analyses the challenges faced and accomplishments of a new venture 

in its pursuit of success in an industry with barriers to entry and difficulty to succeed in.  
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HISTORY 

Tesla Motors, an American manufacturer of electric automobiles, was founded in Silicon Valley in 2003 

by Martin Eberhard and Marc Tarpenning. The company obtained funding from a variety of different sources, the 

most significant being the founder of PayPal and SpaceX, Elon Musk who invested $6.35 million. Following that 

investment, Musk became the chairman of the board. The company released its first car, the Roadster in 2008 

after a long period of struggle. The company went public in 2010, raising around $226 million with an initial 

public offering at $17 a share. Toyota invested around $50 million in Tesla in 2010 and both companies joined 

hands for the development of electric vehicles, parts, production systems and engineering support. In 2012, Tesla 

stopped the production of the Roadster and became focused on the new Model S. A new feature of semi-

autonomous driving Tesla Autopilot was made available in the Model S in 2014. Superchargers were built by 
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Tesla across the United States and Europe, allowing Tesla owners to charge batteries with no additional costs. In 

August 2015, the company announced Model X and the construction of Gigafactories to produce batteries and 

vehicles.  

 

SHARE PRICE DEVELOPMENT 

Since Tesla went public in 2010 with a share price of $17 per share, its share price has been highly volatile. The 

stock price started to climb in 2013 reaching $194.50 in September. This was a result of the delivery of Model S 

to the customers and the unveiling of the new Model X. In November, there were a few incidents where Tesla 

vehicles were reportedly catching fire. This led to a drop in share prices for some time, but when Tesla announced 

the construction of Gigafactories, the share prices went up again. In 2014, Tesla reduced their guidance of selling 

electric vehicles from 40,000 to 33,000, leading to a drop in the share price. In October 2015, Tesla announced 

that it was expanding production to China. The market followed this news, and the stock prices started to climb 

again. Tesla reached their highest share price record in June 2017, at $386.99. This was a result of Musk 

announcing the production of the new Model 3 and strong public support. In July 2017, shareholders expressed 

their disappointment towards the sales result of the Model S and the Model X when the stock market crashed. 

After the stock crash in July, Tesla recovered in August only to experience an even larger drop in November. In 

2018, Tesla encountered another almost fatal crash and showed a downward trend until 2020 after which its stock 

skyrocketed by 740% during the pandemic as Tesla entered the SUV market, made improvements in the software 

and made battery advancements. The stock price showed an upward trend until it plummeted again in 2021 only 

to recover and reach an all-time high of $1243.49 in November. Tesla stock crashed yet again in May 2022 as 

Elon Musk confirmed that he plans to serve as the CEO of Twitter after he completes his buyout of the company. 

Tesla is considered to be one of the riskiest stocks in history with the highs being very high and the lows being 

very low when compared to those highs. 
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Figure 1: Tesla share price development over the last 12 years 

Source: finance.yahoo.com 
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Tesla Historical Annual Stock Price Data 

Year 

Average 

Stock 

Price 

Year 

Open 

Year 

High 

Year 

Low 

Year 

Close 

Annual 

% 

Change 

2021 779.994

5 

729.77

00 

1229.

9100 

563.00

00 

1056.7

800 

49.76% 

2020 289.997

1 

86.052

0 

705.6

700 

72.244

0 

705.67

00 

743.44% 

2019 54.7060 62.024

0 

86.18

80 

35.794

0 

83.666

0 

25.70% 

2018 63.4620 64.106

0 

75.91

40 

50.112

0 

66.560

0 

6.89% 

2017 62.8633 43.398

0 

77.00

00 

43.398

0 

62.270

0 

45.70% 

2016 41.9535 44.682

0 

53.08

40 

28.734

0 

42.738

0 

-10.97% 

2015 46.0085 43.862

0 

56.45

20 

37.000

0 

48.002

0 

7.91% 
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2014 44.6658 30.020

0 

57.20

80 

27.868

0 

44.482

0 

47.85% 

2013 

 

 

 

20.8803 7.0720 38.67

40 

6.5820 30.085

8 

344.14% 

Source: 

macrotre

nds.net 

 

COMPETITION IN THE ELECTRON VEHICLE INDUSTRY 

The EV Industry is growing rapidly all around the world. The market is projected to be worth $354.80 billion by 

2028 and is expected to grow by 19%. The market is mainly driven by the increase in global fuel prices and rising 

concerns about environmental sustainability. Tesla currently faces competition from several companies like 

Mitsubishi, Nissan, General Motors (Chevy), Toyota, BMW, Honda, and Volkswagen. 

Does Tesla have a competitive advantage over these companies? 

Yes, I believe Tesla does have a competitive advantage for the following reasons 

1. First mover advantage: Tesla has been in the EV industry for a long time now and has earned brand recognition and 

popularity. Its customers are like vocal brand ambassadors, allowing Tesla to avoid traditional marketing strategies. 

This promotion strategy is a clear strength for Tesla, especially considering that recommendations from friends and 

relatives, as well as general word of mouth, are the most influential factors for a luxury/sports car’s key 

demographic. 

2. Autonomous driving: Tesla cars come with advanced hardware capable of providing Autopilot features, and full 

self-driving capabilities—through software updates created to enhance functionality over time. Tesla's Autopilot 

AI team drives the future of autonomy of current generations of vehicles. 

3. Superchargers: With more than 30,000 charging stations, Tesla owns and operates the world’s largest fast-charging 

station network. 

4. Gigafactories: Tesla’s mission is to accelerate the world’s transition to sustainable energy through increasingly 

affordable electric vehicles and energy products. The Tesla Gigafactory was born out of necessity and will supply 
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enough batteries to support the company’s projected vehicle demand. Today, the Gigafactory produces Model 3 

electric motors and battery packs, in addition to Tesla’s energy storage products, Powerwall and Powerpack. 

5. Batteries: Tesla collaborates with Panasonic for its car battery building. Panasonic also supports the efforts of all 

battery manufacturing in Tesla’s Gigafactory. Its growing traction in the batteries business has helped it to better 

the cost structure for its cars while also maintaining a pretty big lead among its competitors. Tesla and Panasonic 

are now looking to use a prototype battery to lower production costs. 

 

Tesla still dominates the electronic automobile market in the United States with the highest EV sales in every 

state except Alaska. 

http://www.ijnrd.org/
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FINANCIAL RATIO ANALYSIS 

 

Source: finance.yahoo.com                                     Source: Nasdaq.com 

 

THE CURRENT RATIO shows the short-term financial soundness of the business. A higher ratio means the 

business has a high capacity to meet its current obligations. The ideal current ratio is 2:1.  

CURRENT RATIO = CURRENT ASSETS/CURRENT LIABILITIES 

                                = 27,100,000/19,705,000 

                                = 1.37 
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In the case of Tesla, the current ratio is lower than what it ideally should be. This implies that the business's 

liquidity position is low, and it might have difficulty meeting its current obligations. 

LIQUIDITY RATIO is an important group of financial metrics used to determine a debtor's ability to pay off 

current debt obligations without raising external capital. The ideal liquidity ratio is 1:1. 

LIQUIDITY RATIO = LIQUID ASSETS/CURRENT LIABILITIES 

                                  = 21,343,000/19,705,000 

                                  = 1.08 

As the company’s liquidity ratio is slightly greater than 1:1, it can be concluded that the company is in a good 

position financially and is less likely to face hardships. 

DEBT TO EQUITY RATIO compares the debts of the company and the shareholder’s equity to determine the 

long-term financial soundness of the business. Lower the ratio, the higher chances of the survival of the business. 

DEBT-EQUITY RATIO = LONG TERM DEBT/EQUITY 

                                        =5,250,000/32,020,000 

                                        = 0.17 

TOTAL ASSETS TO DEBT RATIO it measures the safety margin available to lenders of long-term debts. It 

measures the extent to which debt is being covered by assets. Higher the ratio, higher the safety margin. 

TOTAL ASSETS TO DEBT RATIO = TOTAL ASSETS/LONG TERM DEBT 

                                                           = 62,131,000/5,250,000 

                                                           = 11.83 

PROPRIETARY RATIO shows the extent to which total assets have been financed by the proprietor. A high 

proprietary ratio indicates that a business is in a strong position and provides relief to creditors. The ideal 

proprietary ratio is 0.5:1. 

PROPRIETARY RATIO = (EQUITY/TOTAL ASSET) *100 

                                        = (32,020,000/62,131,000) *100 

                                        = 51.53% 

Tesla’s proprietary ratio is just a little higher than the ideal ratio. This implies that the long-term solvency of Tesla 

is ideal. 
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INTEREST COVERAGE RATIO is a debt and profitability ratio used to determine how easily a company can 

pay interest on its outstanding debt. 

INTEREST COVERAGE RATIO= EARNINGS BEFORE INTEREST & TAX/ INTEREST EXPENSE 

= 6,714,000/371,000 = 18.01 

Tesla’s interest coverage ratio is high which implies that Tesla’s creditors enjoy security against the payment of 

interests on loans regularly. 

TRADE RECEIVABLES TURNOVER RATIOS is used to determine the efficiency by which the business is 

managing the credit that is being extended to its customers and evaluate how long it takes for the business to 

collect the outstanding debt in the accounting period.   

TRADE RECEIVABLE TURNOVER RATIO = REVENUE FROM OPERATIONS/ AVERAGE TRADE 

RECEIVABLES                                   

= 6,523,000/231,805 

= 28.14 

A high ratio in Tesla indicates that corporate collection practices are efficient with quality customers who pay 

their debts quickly. 

NET PROFIT MARGIN depicts how much profit a company generates from the total revenue (net sales).  

NET PROFIT MARGIN = NET PROFIT AFTER TAX/ REVENUE  

= (5,519,000/53,823,000) *100 

= 10.25% 

Tesla has a net profit margin which is above average indicating that the enterprise has been profitable in the fiscal 

year of 2021. 

CHANGE OVER TIME 

Tesla has certainly come a long way since 2018 when it was under a debt of $23 billion and had just managed to 

raise $6 billion of equity. Although it still might not be the most stable company, it seems as if its long term 

investing has paid off. The company has continually increased efficiency, reduced costs and expanded 

manufacturing operations. Now that the company is profitable, it might be able to seek debt financing at lower 

costs than before. After a really strong and profitable year, Tesla is in the best financial position. 
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REASONS FOR TESLA’S SUCCESS 

1. Tesla was the first EV manufacturer to use lithium-ion battery packs developed by their engineers. This 

gave the Roadster unprecedented range and power. 

2. Tesla builds stylish and sleek looking cars with zero gas emissions which not only attract geeks and 

environmentalists but also sports car enthusiasts. 

3. Tesla hires like-minded people. CEO Elon Musk believes that a company is a group of great people 

gathered together to create a commodity. And depending on the talent of the group and the hard work 

poured in, the success of the company will be determined. 

4. Tesla is far ahead in many ways of other car companies in developing software and hardware for 

autonomous driving. 

5. Tesla has built more than 30,000 superchargers around the globe where people can charge their vehicles 

in about 15 minutes for a quarter of the price of gasoline. 

6. Tesla sells directly to consumers as it believes by doing so can lead to fast product development. It also 

employs mobile service support which makes house calls and sometimes delivers services remotely. 

Opening service centres help Tesla correspond with the increasing customer demands. 

In 2021, Tesla was ranked the most valuable automotive brand. With a growth rate of over 150%, it was the 

fastest-growing brand worldwide. 

LIST OF REFERENCES: 

www.tesla.com 

TSLA | Tesla Inc. Stock Price & News - WSJhttps://www.wsj.com › market-data › quotes › TSLA 

What Makes Tesla's Business Model Different? - Investopediahttps://www.investopedia.com › ... › Company 

Profiles 

The Story Behind Tesla's Success (TSLA) - Investopediahttps://www.investopedia.com › ... › Company Profiles 

Who Are Tesla's (TSLA) Main Competitors? - Investopediahttps://www.investopedia.com › Stocks › Top Stocks 

Tesla - Stock Price History | TSLA | MacroTrendshttps://www.macrotrends.net › stocks › charts › stock-p… 

TSLA Stock | TESLA Stock Price Today | Analyst Opinionshttps://markets.businessinsider.com › stocks › tsla-

stock 

Tesla, Inc. (TSLA) Stock Price, News, Quote & History - Yahoo ...https://finance.yahoo.com › quote › TSLA › 

p=TSLA 

 

http://www.ijnrd.org/
http://www.tesla.com/
https://www.wsj.com/market-data/quotes/TSLA
https://www.investopedia.com/articles/active-trading/072115/what-makes-teslas-business-model-different.asp
https://www.investopedia.com/articles/active-trading/072115/what-makes-teslas-business-model-different.asp
https://www.investopedia.com/articles/personal-finance/061915/story-behind-teslas-success.asp
https://www.investopedia.com/ask/answers/120314/who-are-teslas-tsla-main-competitors.asp
https://www.macrotrends.net/stocks/charts/TSLA/tesla/stock-price-history
https://markets.businessinsider.com/stocks/tsla-stock
https://markets.businessinsider.com/stocks/tsla-stock
https://finance.yahoo.com/quote/TSLA?p=TSLA
https://finance.yahoo.com/quote/TSLA?p=TSLA

