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Tesla’s tumultuous taleTesla’s tumultuous tale

 

The share price of Tesla dropped by almost 18% over 22nd and 23rd September last week.

What happened? The electric vehicle manufacturer had its ‘battery day’ on Tuesday 22nd

September when it made several announcements. Among the key revelations were the

following:

 

1. A new high spec ‘Plaid’ trim for its model S – an upgrade on its current Ludicrous

model

 

2. The aspiration to build a $25,000 car

 

3. A new ‘tabless’ battery that would be built in-house and would be expected to improve

production efficiencies. It would also use higher loadings of nickel and lower loadings

of cobalt.

 

Source: Bloomberg, Data as of 28 September 2020.

Historical performance is not an indication of future performance and anyHistorical performance is not an indication of future performance and any

investments may go down in value.investments may go down in value.

  

So why did the share price drop? Possibly because the market was expecting the company

to announce a new ‘million-mile battery’, i.e. for the company to focus on battery range
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rather than cost efficiencies. Having said that, the carmaker has had a stellar ride so

far this year, defying valuation multiples and leaving the broader US equity market well

behind. Tesla’s turbulent rally represents the culmination of the market’s excitement in

the sector for electric vehicles – exuberance on the way up and disappointment when new

announcements fall short of very high expectations.

 

Another associated by-product of this excitement is the impact on related companies. For

example, Tesla’s plans to vertically integrate its lithium procurement, as part of

manufacturing a cheaper battery, pressed the brakes on the share price of the company’s

lithium supplier, Albemarle, on the so called ‘battery day’.  

 

Investors have optionsInvestors have options

  

Thematic investors excited by the growth in electric vehicles may want to consider the

following two factors:

  

1. The value chain:The value chain: Electric vehicles are merely one application of the exciting and

growing innovation in battery solutions. The space is represented by an entire value

chain which includes raw materials, component manufacturers, emerging technology such as

wireless charging and enablers such as grid services. Thematic investors, seeking to

benefit from the long-term growth prospects in the sector, may want to look across the

value chain. This approach may also provide much-needed diversity and protection from

the volatility in single stocks.

 

2. Investing in fundamentals:Investing in fundamentals: Nickel prices did not jump when Tesla announced that

more of the industrial metal will likely be needed in its new battery design. Industrial

metals don’t move in the same way as stocks. They tend to move more in line with

fundamentals. If a shift in battery technology starts demanding greater quantities of

nickel, it won’t get priced in immediately upon the announcement of such technology. The

price will probably move gradually as actual demand starts to go up. This is a

favourable profile for thematic investors looking to take a long-term view on

fundamentals. 

 

Thus, events like battery days are interesting as they give us clues as to where the

technology is headed. But investors have the option to look past the volatility in

individual stocks and benefit from the poise and promise of a growing technology. 

 

 

Related blogsRelated blogs

+ Major investment in battery production needed to meet climate goals

+ Electric vehicle growth set to accelerate through the 2020s

 

Related productsRelated products

+ WisdomTree Nickel

View the online version of this article here.
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https://www.wisdomtree.eu/en-gb/blog/2020-04-22/major-investment-in-battery-production-needed-to-meet-climate-goals
https://www.wisdomtree.eu/en-gb/blog/2020-03-09/electric-vehicle-growth-set-to-accelerate-through-the-2020s
https://www.wisdomtree.eu/en-gb/products/ucits-etfs-unleveraged-etps/commodities/wisdomtree-nickel
https://www.wisdomtree.eu/en-gb/blog/2020-09-29/a-moment-in-markets--looking-beyond-battery-days-into-a-battery-future


Important InformationImportant Information

 

Marketing communications issued in the European Economic Area (“EEA”): Marketing communications issued in the European Economic Area (“EEA”): This

document has been issued and approved by WisdomTree Ireland Limited, which is authorised

and regulated by the Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: Marketing communications issued in jurisdictions outside of the EEA: This

document has been issued and approved by WisdomTree UK Limited, which is authorised and

regulated by the United Kingdom Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as

“WisdomTree” (as applicable). Our Conflicts of Interest Policy and Inventory are

available on request. 

For professional clients only. The information contained in this document is forFor professional clients only. The information contained in this document is for

your general information only and is neither an offer for sale nor ayour general information only and is neither an offer for sale nor a

solicitation of an offer to buy securities or shares. This document should notsolicitation of an offer to buy securities or shares. This document should not

be used as the basis for any investment decision. Investments may go up or downbe used as the basis for any investment decision. Investments may go up or down

in value and you may lose some or all of the amount invested. Past performancein value and you may lose some or all of the amount invested. Past performance

is not necessarily a guide to future performance. Any decision to invest shouldis not necessarily a guide to future performance. Any decision to invest should

be based on the information contained in the appropriate prospectus and afterbe based on the information contained in the appropriate prospectus and after

seeking independent investment, tax and legal advice. seeking independent investment, tax and legal advice. 

The application of regulations and tax laws can often lead to a number ofThe application of regulations and tax laws can often lead to a number of

different interpretations. Any views or opinions expressed in this communicationdifferent interpretations. Any views or opinions expressed in this communication

represent the views of WisdomTree and should not be construed as regulatory, taxrepresent the views of WisdomTree and should not be construed as regulatory, tax

or legal advice. WisdomTree makes no warranty or representation as to theor legal advice. WisdomTree makes no warranty or representation as to the

accuracy of any of the views or opinions expressed in this communication. Anyaccuracy of any of the views or opinions expressed in this communication. Any

decision to invest should be based on the information contained in thedecision to invest should be based on the information contained in the

appropriate prospectus and after seeking independent investment, tax and legalappropriate prospectus and after seeking independent investment, tax and legal

advice.advice.

This document is not, and under no circumstances is to be construed as, an advertisement

or any other step in furtherance of a public offering of shares or securities in the

United States or any province or territory thereof. Neither this document nor any copy

hereof should be taken, transmitted or distributed (directly or indirectly) into the

United States. 

Although WisdomTree endeavours to ensure the accuracy of the content in this document,

WisdomTree does not warrant or guarantee its accuracy or correctness. Where WisdomTree

has expressed its own opinions related to product or market activity, these views may

change. Neither WisdomTree, nor any affiliate, nor any of their respective officers,

directors, partners, or employees accepts any liability whatsoever for any direct or

consequential loss arising from any use of this document or its contents.
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