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Tesla Inc (TSLA)
Automobiles

The Business

Tesla, Inc. is a vertically integrated electric-vehicle and energy systems

company that designs, manufactures, sells and services vehicles and
energy generation and storage products. Its primary reporting segments
are Automotive (new and used vehicle sales, regulatory credits,

Supercharging, in-app features and services) and Energy Generation &

Storage (solar, Powerwall/Megapack products, installations and software).

The company also pursues software-driven revenue streams-most notably
Full Self-Driving (FSD) subscriptions and an emerging Robotaxi
service-while scaling in-house AI compute and semiconductor efforts to
support autonomy and robotics. Tesla emphasizes localization of supply
chains and capital-intensive investments (refineries, factories, AI
infrastructure) to drive long-term cost and capability advantages.
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Executive Summary

Tesla delivered mixed operational and financial signals: gross margin

strength (total gross margin >20% in the quarter) contrasted with

continuing net income and delivery volatility and elevated operating
spend tied to AI and strategic initiatives. Automotive gross margin
ex-credits improved sequentially to 17.9% despite a steep sequential
delivery decline (~16%), reflecting a favorable regional mix shift. Energy
revenue and deployments accelerated-full-year 2025 energy revenue was
~$12.8bn, up ~26.6% YoY-although management expects margin pressure
ahead from competitive and policy factors. The firm is entering a
capital-intensive phase with 2026 CapEx guidance in excess of $20bn to
fund factories, compute, and fleet initiatives; monitoring liquidity
deployment and execution on verticalization is key.

Key highlights:

Gross margin resilience (>20.1% this quarter) despite delivery declines.

Energy grew strongly (+26.6% YoY for full-year 2025) with record

deployments.

CapEx ramp: management expects >$20bn in 2026, shifting funding mix

toward longer-dated investments.

Elevated opex and stock-based compensation increased operating

expenses sequentially (~$500m).

Gross margin resilience (>20.1% this quarter) despite delivery declines.

Energy grew strongly (+26.6% YoY for full-year 2025) with record
deployments. CapEx ramp: management expects >$20bn in 2026, shifting
funding mix toward longer-dated investments. Elevated opex and
stock-based compensation increased operating expenses sequentially
(~$500m).
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Revenue Overview

Revenue trends are uneven: quarterly revenue growth swung from

positive to negative across 2024-2025, with revenue growth YoY at -3.1% in
the latest quarter after an 11.6% increase the prior quarter. Deliveries fell
materially sequentially (~16%), but automotive gross profit held roughly
flat due to a mix shift toward APAC/EMEA. Energy demonstrated

sustained top-line momentum-2025 energy revenue ~ $12.8bn (+26.6%
YoY)-and record quarterly gross profit, supporting diversification beyond
vehicle sales. The mix and product transitions (FSD subscription rollout,
Robotaxi deployments) are changing revenue recognition patterns and
create near-term volatility in reported automotive revenue.

Select supporting points:

Revenue growth: latest quarter revenue growth YoY -3.1% after +11.6%

prior quarter.

Deliveries: ~16% sequential decline; automotive gross profit flat due to

regional mix.

Revenue growth: latest quarter revenue growth YoY -3.1% after +11.6%

prior quarter. Deliveries: ~16% sequential decline; automotive gross profit
flat due to regional mix.

Profitability and Margins

Margin dynamics show gross-margin strength but pressure lower in the

P&L . Total gross margin exceeded 20.1%-the highest in over two

years-while automotive margin ex-credits improved to 17.9%. However,
operating margin and net margin have compressed year over year and
quarter over quarter in places: operating margin fell from double digits in
earlier 2024 peaks to mid-single digits in recent quarters, and net margin
declined to 3.4% in the latest quarter. Elevated operating expenses-driven
by AI investments, R&D and an incremental performance award
charge-are weighing on operating leverage even as gross margins benefit
from mix and cost initiatives. Free cash flow showed volatility but was
positive in Q4 ($1.4bn) and FCF margin jumped in the most recent quarter,
reflecting timing and working-capital effects.

Select supporting points:

Total gross margin >20.1% this quarter; automotive margin ex-credits
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17.9%.

Operating expenses increased ~$500m sequentially; Q4 free cash flow

$1.4bn.

Total gross margin >20.1% this quarter; automotive margin ex-credits

17.9%. Operating expenses increased ~$500m sequentially; Q4 free cash
flow $1.4bn.

Segment or Geographic Trends

Segments diverge: Energy is a growth engine , with full-year 2025 revenue

of ~$12.8bn (+26.6% YoY) and record deployments; management expects
continued high growth though margin compression is anticipated over
time. Automotive showed operational tension-deliveries down ~16%
sequentially but margins supported by favorable APAC/EMEA mix;
transition to FSD subscription and Robotaxi commercialization is altering
revenue and margin profiles. Services & Other margins weakened as
service centers scale for fleet operations and hiring increased.
Geographically, a higher share of APAC/EMEA deliveries improved
near-term automotive gross profit despite lower volumes.

Select supporting points:

Energy: record quarterly gross profit; backlog and deployments strong.

Automotive: deliveries down ~16% QoQ; regional mix supported

margins.

Energy: record quarterly gross profit; backlog and deployments strong.

Automotive: deliveries down ~16% QoQ; regional mix supported margins.
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Balance Sheet and Cash Flow

Tesla enters a sizeable investment cycle with a robust liquidity position.

Cash, cash equivalents and short-term investments were reported above
$41-44bn in company disclosures and the firm finished the latest reported
period with net cash (Net Debt of -$8.14bn). Operating cash flow for the
nine months ended Sept-30, 2025 was $10.93bn, and Q4 free cash flow was
positive at $1.4bn. The balance sheet shows modest financial leverage
(total debt ~$8.38bn; long-term debt ~$6.74bn) and sizeable equity
(stockholders' equity ~$82.14bn), supporting capacity to fund the planned
CapEx ramp; nonetheless, management indicated potential use of external
financing for fleet and infrastructure projects.

Select supporting points:

Cash & investments >$41bn reported; Net Debt -$8.14bn (net cash).

Total debt ~$8.38bn; stockholders' equity ~$82.14bn.

Cash & investments >$41bn reported; Net Debt -$8.14bn (net cash). Total

debt ~$8.38bn; stockholders' equity ~$82.14bn.

Financial Ratios & Efficiency Metrics

Return and solvency metrics show meaningful quarter-to-quarter

variation consistent with the operational transition. ROIC/ROE/ROA
compressed in the latest quarter versus 2024 peaks (ROIC ~0.94%, ROE
~1.04% and ROA ~0.62% in latest quarter), reflecting margin and profit
declines even as capital turnover trends lower. Leverage remains
conservative (Debt/Equity ~0.10) and interest coverage is healthy (~14.9x),
while Net Debt/EBITDA is negative (reflecting net cash). Inventory metrics
indicate elevated stock levels with Inventory Days around 226 days
(improving sequentially from peak levels but still elevated), and
capital-turnover has trended down modestly-signaling that asset
efficiency will be important as CapEx ramps.

Select supporting points:

Debt/Equity ~0.10; Interest Coverage ~14.9x; Net Debt/EBITDA negative.

ROIC ~0.94% and ROE ~1.04% in latest quarter; Inventory Days ~226.

Debt/Equity ~0.10; Interest Coverage ~14.9x; Net Debt/EBITDA negative.
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ROIC ~0.94% and ROE ~1.04% in latest quarter; Inventory Days ~226.

Strategic Developments

Management has publicly prioritized autonomy (Robotaxi/FSD), Optimus

robotics, and verticalization of supply chains (lithium refining, chip
initiatives) as multi-year strategic pillars. The company is expanding AI

training capacity (Cortex/Cortex 2), pursuing in-house inference and
training chips (AI5/AI6) and exploring domestic fab capabilities to de-risk
memory/logic supply. Execution risks are material: management flagged
battery pack and memory supply as near-term constraints and announced
targeted restructuring and increased R&D intensity to support these
initiatives. The planned pivot to large scale Robotaxi fleets and Optimus
introduces substantial capital and operational complexity.

Select supporting points:

CapEx guidance >$20bn for 2026 to fund six factory projects, AI

compute, and fleet expansion.

Ongoing investments in AI chips, Cortex compute clusters, domestic

lithium refining and factory conversions (Fremont Optimus).

CapEx guidance >$20bn for 2026 to fund six factory projects, AI

compute, and fleet expansion. Ongoing investments in AI chips, Cortex
compute clusters, domestic lithium refining and factory conversions
(Fremont Optimus).
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Outlook and Guidance

Management communicated qualitative forward guidance and specific

capital expectations: 2026 CapEx is expected to exceed $20bn, funding six
major factory projects, AI compute infrastructure, and robotaxi/fleet
build-outs. Management flagged elevated operating expenses and R&D
intensity for 2026 and expects short-term margin pressure from the FSD
subscription transition and potential energy margin compression from
competition and policy. Energy growth is expected to remain strong and
deployments to increase; no numeric revenue or EPS guidance beyond
CapEx was provided in the materials.

Select supporting points:

2026 CapEx > $20bn; elevated opex/R&D spending expected.

Management expects continued high energy growth; short-term margin

headwinds in automotive and energy.

2026 CapEx > $20bn; elevated opex/R&D spending expected.

Management expects continued high energy growth; short-term margin
headwinds in automotive and energy.

Other Notable Updates

Regulatory and legal matters remain active and relevant to near-term risk.

Public filings and outside counsel actions highlight multiple
investigations and litigation related to autonomy and disclosure; notably,
a third-party investigator (Pomerantz LLP) initiated an investigation
following an NHTSA inquiry into Robotaxi behavior. Management also
disclosed performance-based executive awards and related governance
review and charges that increased operating expense in the quarter.

Select supporting points:

NHTSA probe and subsequent securities-related investigation by

Pomerantz LLP reported publicly.

Q4 operating expense increase included a charge tied to the 2025

California performance award.

NHTSA probe and subsequent securities-related investigation by
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Pomerantz LLP reported publicly. Q4 operating expense increase included
a charge tied to the 2025 California performance award.

(Analysis limited to the provided disclosures and data.)
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Backed by billions of

AUDITED FINANCIAL
datapoints.

Interested in alternative data or stronger
AI research models? Explore our offers
>> sales@catcapital.ai
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