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Tesla's results reinforce our view that the company is making tangible pr
toward commercializing autonomy and robotics, with encouraging proof
around FSD adoption (+20ppts in NA q/q) and Robotaxi fleet growth.  Ro
at an inflection point, with  Cybercab deployment in Austin  up 10x since roll
new city launches on the horizon, and a near 30% growth rate in weekly 
autonomous miles driven since the end of 3Q (MSe). Additionally, robust en
storage demand and improving automotive margins provide a stronger foun
to help fund future investments. However, operating expenses are scaling m
quickly, limiting upside to our earnings estimates. Despite the reduction in 2
capex guidance to ~$20bn (from >$25bn), management continues to anticip
significant capital requirements over the next several years. Additionally, 
commentary around Optimus suggests a more gradual commercialization ti
with external customer deliveries expected toward the end of 2027. Net net
incrementally more constructive on the outlook for Tesla's core business
+ energy), while recent Robotaxi data points highlight a clear inflection p
commercialization and scale. 
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We are incrementally more constructive as Tesla's 3Q resu
offer encouraging proof points on Robotaxi scaling and FS
adoption, while improving Auto and Energy fundamentals 
strengthen the earnings foundation. 
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Key Takeaways
Robotaxi is inflecting: Austin Cybercab fleet up 10x since launch,  with we
autonomous miles growth approaching 30% (MSe).

FSD adoption continues to surprise: North America attach rates reached 
new vehicle sales (+20ppts q/q), supporting recurring, high-margin reven

Energy outlook improving: 2027 Megapack capacity nearly sold out; prici
power and margin expectations improving.

Near-term capex relief, but opex pressure persists: 2026 capex guide cut 
$20bn, while R&D and pre-production costs continue to scale.

Optimus commercialization takes time: External deliveries targeted for la
with hardware, AI and supply chain hurdles remaining.  
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Exhibit 1: SOTP Valuation
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What did we learn from the call?

Robotaxi: Unsupervised miles appear to be inflecting, with growth accelerating 
to ~30% w/w (MSe). Based on the new robotaxi tracker, we estimate that weekly 
autonomous miles driven have increased to ~558k/week, from ~44k in early July 
( Exhibit 2 ), with growth accelerating to nearly 30% w/w over the past three weeks 
(vs. a mid-to-high-teens average over the preceding eight weeks). We view this 
acceleration as an encouraging indication that Tesla is beginning to move beyond the 
initial software validation phase toward more meaningful commercial scaling. 

 The Cybercab fleet in Austin has grown by a factor of 10 since launching one month 
ago, supported by improvements in the v15 FSD stack and the ability to leverage 
training data across vehicle platforms. Management expects to launch Cybercab in 
Dallas next month, and plans to launch Robotaxi in Las Vegas, Jacksonville, Phoenix, 
and San Antonio soon. 

Importantly, Tesla is pursuing both geographic expansion and increasing fleet 
density within existing markets, with plans to expand operating hours toward 24/7 
service, higher-speed roads, highways, and more weather conditions by year-end. In 
response to our question, management acknowledged that software capabilities 
remain a constraint on scaling today, although regulatory approvals could become 
the primary bottleneck over time. We continue to view sustained growth in 
unsupervised miles, fleet density, and safety performance as the most important 
indicators of progress toward commercial scale. We come away from the quarter 
more confident in our fleet size estimates through 2027 given the pace of progress 
demonstrated thus far ( Exhibit 3

 

https://www.tesla.com/robotaxi/safety
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Exhibit 2: Estimated Tesla Robotaxi Weekly Autonomous Miles (Austin, Dallas, 
Houston, Orlando, Tampa, Miami)
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Exhibit 3: TSLA Robotaxi Fleet Size 
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Exhibit 4: TSLA Robotaxi Passenger 
Miles (bn)
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FSD: Attach rates continue to surprise to the upside. More than 75% of North 
American deliveries included a paid FSD subscription in 3Q, up from 55% in 2Q. Total 
paid FSD customers increased to >1.7mn globally (vs. 1.5mn in 2Q). It is clear that 
FSD is increasingly driving vehicle purchase decisions, while improvements in the v15 
software stack and regulatory approvals in Europe could support broader adoption. 
Tesla expects to enable the first privately owned customer vehicles to participate in 
its unsupervised Robotaxi network around 2Q27, subject to software readiness and 
fleet management integration. Management also expects broader European 
regulatory approval by 1Q27, although timing remains outside its control. We view 
accelerating FSD adoption as supportive of our longer-term Network Services 
thesis, where we assume FSD penetration reaches 40% of the cumulative fleet 
by 2030. 
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Exhibit 5: FSD Penetration
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Energy: Demand remains robust, with 2027 Megapack capacity nearly sold out 
and improving pricing power. Management indicated that Tesla is nearly sold out 
of Megapack production capacity for 2027, driven by accelerating demand from data 
centers and broader electrification. Energy gross margin increased to 33.1% in 3Q 
from 20.4% in 2Q, although the sequential improvement was primarily attributable 
to tariff refunds and favorable warranty adjustments. Importantly, management 
now expects improving ASPs and further margin expansion as robust demand 
supports greater pricing power. This represents a notable shift from the prior 
quarter, when management indicated that long-term gross margins would normalize 
toward the low-to-mid 20% range. While we view the change in commentary as 
encouraging, we maintain a more conservative view on margins longer-term given 
rising competition. Additionally, it remains unclear whether management's 2027 
sold-out commentary incorporates the planned incremental 50 GWh of Texas 
manufacturing capacity. Finally, in response to our question on distributed power 
and compute, Musk acknowledged the potential of the previously discussed 
Megapod concept but suggested greater clarity on its commercial opportunity 
would likely come in late 1Q or 2Q27.

Exhibit 6: ESS Deployments
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Capex / Opex: Near-term capex relief, but the we do not expect a meaningful 
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shift in spending through the end of the decade. Tesla reduced its 2026 capex 
outlook to ~$20bn (from >$25bn), reflecting a more measured pace of capital 
deployment and providing a near-term benefit to FCF. However, we would not 
interpret this reduction as a moderation in the company's longer-term capex plans. 
Management continues to expect capex to increase over the next few years as Tesla 
expands Robotaxi, Optimus, AI compute, solar manufacturing, and semiconductor 
capacity. While we have reduced our 2026 capex estimates, our cumulative capex 
assumption through 2030 remains largely unchanged. Meanwhile, operating 
expenses are scaling more quickly, driven by R&D, compute depreciation, and pre-
production costs for new products. 

Management indicated that TeraFab alone could require tens of billions of dollars in 
capital equipment through early 2028, with total investment potentially exceeding 
$100bn longer term, although the allocation between Tesla and SpaceX (covered by 
Adam Jonas) is still under consideration. Musk also commented that semiconductor-
related capex would become more meaningful in 2027 and reach tens of billions in 
2028. While the faster pace of opex growth remains a headwind to near-term 
profitability, improving automotive and energy margins could provide a greater 
offset to incremental investment than previously anticipated. Tesla ended the 
quarter with >$45bn of cash and investments and reiterated access to up to $30bn 
of additional borrowing capacity, with no planned draws in 2026.

Exhibit 7: Capital Expenditures and FCF 
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Optimus: Recalibrating expectations for commercialization toward late 2027. 
Tesla has begun early production on its high-volume Optimus line in Fremont, with 
the majority of equipment for a ~1mn-unit annual capacity line already installed. 
However, Musk cautioned that reaching an annualized production rate of ~20k units 
per week will likely take at least another year, potentially longer, reflecting ongoing 
design iterations and supply chain complexities. Management now expects to 
resolve remaining challenges around hardware, AI capabilities, and durability toward 
the end of 2027, when it also anticipates beginning deliveries to external customers. 
Key milestones include integrating the next-generation AI5 chip in April 2027 and 
scaling robot training through its Optimus Academy, with a demonstration of non-
preprogrammed tasks potentially coming in the next 1-2 months. While 
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manufacturing infrastructure is largely in place, product readiness remains the key 
gating factor for commercialization. We remain constructive on the long-term 
humanoid opportunity, but view management's commentary as reinforcing our 
expectation for a gradual initial ramp, with meaningful commercial deployments 
likely further out.

Exhibit 8: Optimus Deployments
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How our estimates are changing. We raise our 2026/27 adj. EBITDA estimates by 
1%/3%, reflecting stronger Auto and Energy margins, partly offset by higher R&D 
spending (+7%/+13%) as Tesla continues investing in AI, Optimus and other new 
products. Our 2026 gross margin estimate increases to 19.2% (vs. 18.6% previously). 
We lower 2026 capex to ~$20bn (vs. ~$26bn), consistent with revised guidance, 
and 2027 capex to ~$27.5bn (vs. ~$29bn). Higher EBITDA and lower capex reduce 
our expected FCF burn to ~$2.9bn in 2026 (vs. ~$11.7bn) and ~$9.7bn in 2027 (vs. ~
$14.2bn). Our Base Case PT increases to $410 from $400, with Auto moving to $45/
share from $44, Network Services to $147 from $145, Energy to $40 from $35, and 
Robotaxi to $123 from $120, while Humanoids declines to $55 from $56.

Changes to Valuation 

• Our Base Case PT of $410. Our $410 PT is comprised of 5 DCF-driven 
components: (1) $45/share for core Tesla Auto business on ~8.7mn units in 
2040, 8.5% exit EBIT margin (ex-FSD), 10.9% WACC, and 10x 2040 exit 
EBITDA multiple. (2) Network Services at $147/share, 80% attach rate at 
$240/month ARPU by 2040. (3) Tesla Mobility at $123/share on DCF with 
~5mn cars at ~$1.33/mile by 2040. (4) Energy at $40/share (16% 15yr rev 
CAGR and 18% terminal EBIT margin), and (5) Humanoids at $55/share (50% 
probability discount).

• Our Bull Case PT of $837. For core auto, we assume TSLA is able to deliver 
~12.8mn units by 2040 with ~12.3% EBIT margin (ex-FSD), implying ~$79/
share. TSLA Network Services valued at $282/share, on 90% attach rate at ~
$250 monthly ARPU by 2040. We value TSLA Mobility at $206/share with 
an 8.5mn fleet and ~30% EBITDA margin in 2040. For Energy, $74/share 
(21% 15yr rev CAGR and 21% terminal EBIT margin). Tesla Humanoids at 
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$196/share (0% probability discount).

• Our Bear Case PT of $126. Our $126 bear case ascribes $18/share for 
automotive, which assumes ~6.0mn units by 2040 at a 2.1% EBIT margin (ex-
FSD). Tesla Network Services at $53/share (60% attach rate at $200 
monthly ARPU by 2040). Other value is ascribed to Tesla Mobility at $40/
share on a 2mn car fleet and ~40% EBITDA margin by 2040, and Tesla 
Energy at $14/share (~14% 15yr rev CAGR and 13% terminal EBIT margin). 
Humanoids at $0/share.

For our Tesla deep-dive, see:  Beyond the Wheel – Mapping Tesla’s Journey into 
Physical AI.

Exhibit 9: SOTP Bridge: Changes to PT
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https://ny.matrix.ms.com/eqr/article/webapp/367eb4b0-8988-11f0-b1be-cdc8e2555ccf
https://ny.matrix.ms.com/eqr/article/webapp/367eb4b0-8988-11f0-b1be-cdc8e2555ccf
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Exhibit 10: Changes to Estimates

Income Statement ($MM) New Old ∆ New Old ∆

Revenue

Auto 74,905 74,890 0.0% 81,814 79,613 2.8%

Energy + Services and Other 29,227 29,265 -0.1% 36,347 38,233 -4.9%

ZEV Credit 968 1,244 -22.2% 1,146 1,131 1.4%

Total Revenue 104,131 104,155 0.0% 118,161 117,846 0.3%

COGS

Auto 60,836 61,029 -0.3% 66,064 64,785 2.0%

Energy + Services and Other 23,251 23,764 -2.2% 28,989 31,892 -9.1%

Gross Profit

Auto Gross Profit 14,069 13,861 1.5% 15,750 14,828 6.2%

% Gross Margin 18.8% 18.5% 0.3% 19.3% 18.6% 0.6%

% Gross Margin (ex. ZEV) 17.7% 17.1% 0.6% 18.1% 17.5% 0.7%

Energy + Services and Other Gross Profit 5,976 5,501 8.6% 7,358 6,341 16.0%

% Gross Margin 20.4% 18.8% 1.6% 20.2% 16.6% 3.7%

Total Gross Profit 20,045 19,362 3.5% 23,108 21,169 9.2%

% Gross Margin 19.2% 18.6% 0.7% 19.6% 18.0% 1.6%

R&D 9,975 9,344         6.8% 11,721 10,371       13.0%

% of Sales 9.6% 9.0% 0.6% 9.9% 8.8% 1.1%

SG&A 7,994 7,956 0.5% 8,862 8,249 7.4%

% of Sales 7.7% 7.6% 0.0% 7.5% 7.0% 0.5%

RX 0 0 0.0% 0 0 0.0%

Operating Income 2,075 2,062 0.6% 2,525 2,548 -0.9%

% Margin 2.0% 2.0% 0.0% 2.1% 2.2% 0.0%

Adjusted EBITDA 14,213 14,072 1.0% 15,803 15,347 3.0%

% Margin 13.6% 13.5% 0.1% 13.4% 13.0% 0.4%

SBC 4,611 4,702 -1.9% 4,631 4,655 -0.5%

Interest Expense (1,395) (1,311) -6.5% (1,142) (849) -34.5%

Other expense / (income), net (62) 55 -212.7% 0 0 NA

Pre-Tax Earnings 3,408 3,428 -0.6% 3,667 3,397 7.9%

Income Tax 705 800 -11.9% 941 871 8.0%

% Tax Rate 20.7% 23.3% -2.7% 25.7% 25.6% 0.0%

Net loss contributable to NCI (57) (52) -9.6% (60) (55) -9.6%

Net Income 2,647 2,576 2.8% 2,666 2,472 7.9%

GAAP Diluted EPS $0.75 $0.73 2.8% $0.75 $0.69 7.9%

Non-GAAP Diluted EPS $1.65 $1.73 -4.5% $2.05 $2.00 2.4%

Diluted Common Shares Outstanding 3,530 3,531 0.0% 3,554 3,556 -0.1%

Free Cash Flow (2,861) (11,728) 75.6% (9,696) (14,236) 31.9%

Capital Expenditures 19,984 26,416 -24.4% 27,469 29,034 -5.4%

2026e 2027e

Source: Morgan Stanley Research estimates

Exhibit 11: 2026 & 2027 Forecast – MSe vs. Consensus
2026 2027

MSe Cons % Diff MSe Cons % Diff

Auto Deliveries 1,735,829      1,785,716      -2.8% 1,910,471      1,895,026      0.8%

Model 3/Y 1,694,477      1,746,304      -3.0% 1,890,025      1,831,838      3.2%

Other 41,352            50,913            -18.8% 20,446            107,131         -80.9%

Storage Deployed (GWh) 52.3                53.2                -1.6% 73.3                69.8                5.0%

Revenue 104,131         107,037         -2.7% 118,161         120,457         -1.9%

Auto Gross Profit 14,069           13,787           2.0% 15,750           14,145           11.3%

% Margin (excl. Credits) 17.7% 17.2% 18.1% 17.5%

% Margin (incl. Credits) 18.8% 18.2% 19.3% 18.4%

Energy Gross Profit 3,823             3,780             1.1% 5,290             4,955             6.8%

% Margin 30.1% 27.3% 30.0% 26.7%

Services & Other Gross Profit 2,153             1,934             11.3% 2,069             2,293             -9.8%

% Margin 13.0% 11.3% 11.1% 10.9%

Total Gross Profit 20,045           19,755           1.5% 23,108           22,743           1.6%

% Margin 19.2% 18.5% 19.6% 18.9%

Adj. EBITDA 14,213           13,616           4.4% 15,803           18,715           -15.6%

% Margin 13.6% 12.7% 13.4% 15.5%

EPS $1.65 $1.72 -3.7% $2.05 $2.22 -7.6%

FCF (2,861)            (9,988)            71.4% (9,696)            (9,948)            2.5%

Source: Morgan Stanley Research estimates, FactSet, Bloomberg
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Exhibit 12: 3Q26 Earnings Variance

Tesla 

Income Statement ($MM) vs. Cons vs. MSe

Revenue

Auto  (inc credits) 20,560 19,834 20,863 3.7% (1.5%)

   Reg Credit 113 180 389

Energy 2,881 3,908 3,619 (26.3%) (20.4%)

Services and Other 4,605 4,298 3,758 7.1% 22.5%

Total Revenue 28,046 28,743 28,239 (2.4%) (0.7%)

COGS

Auto 16,754 16,340 17,117

Energy 1,927 2,909 2,660

Services and Other 3,871 3,827 3,333

Gross Profit

Auto 3,806 3,494 3,746 8.9% 1.6%

% Gross Margin (inc Credits) 18.5% 17.6% 18.0%

% Gross Margin (exc. Credits) 18.1% 16.7% 16.4%

Energy 954 999 959 (4.5%) (0.5%)

% Gross Margin 33.1% 25.7% 26.5%

Services and Other 734 470 425 56.0% 72.9%

% Gross Margin 15.9% 10.6% 11.3%

Total Gross Profit 5,494 4,986 5,129 10.2% 7.1%

% Gross Margin 19.6% 17.3% 18.2%

R&D 2,761 2,334 2,486         18.3% 11.1%

% of Sales 9.8% 8.1% 8.8%

SG&A 2,015 1,956 2,118 3.0% (4.9%)

% of Sales 7.2% 6.8% 7.5%

Restructuring + Other Expenses 0 9                -             

Operating Income 718 687 526 4.5% 36.6%

% Margin 2.6% 2.4% 1.9%

SBC 982 875 1,266 12.2% (22.4%)

Net Interest Expense (355) (341) (336) 4.1% 5.8%

Other (income) / expense, net 117 17 0

Pre-Tax Earnings 956 1,011 861 (5.4%) 11.0%

Income Tax 152 244 218 (37.7%) (30.2%)

% Tax Rate 15.9% 24.1% 25.3%

Net (income) / loss attributable to NCI 17 14 12

GAAP Net Income 787 755 631 4.2% 24.6%

Adj Net Income 1,769 1,630 1,897 8.5% (6.8%)

GAAP EPS Diluted $0.22 $0.21 $0.18 4.8% 23.0%

Diluted Common Shares Outstanding 3,541 3,543 3,531 0.3%

Non-GAAP Dil. EPS $0.48 $0.45 $0.54 6.7% (10.7%)

FCF 1,531 (4,385) (4,483) NA NA

Capital Expenditures 4,732 8,000 7,500 (40.9%) (36.9%)

Cash, Cash Equivalents and Marketable Securities 45,447 39,087 39,041 16.3% 16.4%

Adj EBITDA 3,900 3,975 3,896 (1.9%) 0.1%

Adj EBITDA Margin 13.9% 13.8% 13.8% 0.6% 0.8%

3Q26 Cons MSe
% Difference

Source: Morgan Stanley Research estimates, Tesla, FactSet, Visible Alpha
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Risk Reward - Tesla Inc (TSLA.O)

$410.00
Our PT of $410 is comprised of 5 components: (1) $45/share for core Tesla Auto business on
~8.7mm units in 2040, 8.5% exit EBIT margin (ex-FSD), 10.9% WACC, and 10x 2040 exit
EBITDA multiple. (2) Network Services at $147/share, 80% attach rate at $240/month ARPU
by 2040 (3) Tesla Mobility at $123/share on DCF with ~5mn cars at ~$1.33/mile by
2040. (4) Energy at $40/share, and (5) Humanoids at $55/share (50% probability discount).

Morgan Stanley EstimatesMean

Consensus Price Target Distribution $24.86 $550.00

Source: Refinitiv, Morgan Stanley Research

MS Rating

▪ Leader in Physical AI. Tesla under Elon
Musk's leadership is poised to be a market
leader across autonomous mobility,
renewable energy, and robotics.
▪ Network Services the Crown Jewel. We
believe TSLA can leverage its EV cost
leadership to expand user base and generate
a higher % of revenue from recurring/high-
margin software & services.
▪ AI optionality offset by cautious EV
outlook and balanced Risk Reward skew
near-term. We include Autos, Network
Services, Energy, Mobility, and Optimus in
our $410 PT, with Bear Case $126, Bull Case
$837.

Consensus Rating Distribution

50% Overweight
42% Equal-weight
8% Underweight

Source: Refinitiv, Morgan Stanley Research

Risk Reward Themes
Disruption: Positive
Secular Growth: Positive
Electric Vehicles: Positive
View descriptions of Risk Rewards Themes here

$837.00
~83x 2030e EV/EBITDA

For core auto, we assume TSLA is able to
deliver ~12.8mm units by 2040 with ~12.3%
EBIT margin (ex-FSD), implying ~$79/share.
TSLA Network Services valued at
$282/share, on 90% attach rate at ~$250
Monthly ARPU by 2040 on LV fleet plus
Semi tech licensing. We value TSLA Mobility
at $206/share with 8.5mn fleet and ~30%
EBITDA margin in 2040. For Energy,
$74/share (21% 15yr rev CAGR and 21%
terminal EBIT margin). Tesla Humanoids at
$196/share (0% probability discount).

$410.00
~58x 2030e EV/EBITDA

Our PT of $410 is comprised of 5
components: (1) $45/share for core Tesla
Auto business on ~8.7mm units in 2040,
8.5% exit EBIT margin (ex-FSD), 10.9%
WACC, and 10x 2040 exit EBITDA multiple.
(2) Network Services at $147/share, 80%
attach rate at $240/month ARPU by 2040
(3) Tesla Mobility at $123/share on DCF with
~5mn cars at ~$1.33/mile by
2040. (4) Energy at $40/share (16% 15yr rev
CAGR and 18% terminal EBIT margin),
and (5) Humanoids at $55/share (50%
probability discount).

$126.00
~29x 2030e EV/EBITDA

Our $126 bear case ascribes $18/share for
automotive which assumes ~6.0mn units by
2040 at a 2.1% EBIT margin (ex-FSD). Tesla
Network Services at $53/share (60% attach
rate at $200 Monthly ARPU by 2040).
Other value is ascribed to Tesla Mobility at
$40/share on a 2mn car fleet and ~40%
EBITDA margin by 2040, and Tesla Energy
at $14/share (~14% 15 yr rev CAGR and 13%
terminal EBIT margin). Humanoids at
$0/share.

Risk Reward – Tesla Inc (TSLA.O)

AI Optionality Offset by Near-Term Auto Headwinds, Full Valuation

PRICE TARGET

MS PT

$376.81

RISK REWARD CHART AND OPTIONS IMPLIED PROBABILITIES (12M)

Key:  Historical Stock Performance  Current Stock Price  Price Target

Source: Refinitiv, Morgan Stanley Research, Morgan Stanley Institutional Equities Division. The probabilities of our Bull,
Base, and Bear case scenarios playing out were estimated with implied volatility data from the options market as of 21
Oct 2026. All figures are approximate risk-neutral probabilities of the stock reaching beyond the scenario price in either
three-months’ or one-years’ time. View explanation of Options Probabilities methodology here

$386.47$386.47$386.47

$837.00$837.00(+116.58%)(+116.58%)$837.00(+116.58%) Prob (>837.00)~0.0%Prob (>837.00)~0.0%Prob (>837.00)~0.0%

$126.00$126.00(-67.40%)(-67.40%)$126.00(-67.40%) Prob (<126.00)~2.4%Prob (<126.00)~2.4%Prob (<126.00)~2.4%

$410.00$410.00(+6.09%)(+6.09%)$410.00(+6.09%)
Prob (>410.00)~36.5%Prob (>410.00)~36.5%Prob (>410.00)~36.5%

OCT '25 APR '26 OCT '26 OCT '27
0

200

400

600

800

USD

EQUAL-WEIGHT THESIS

BULL CASE BASE CASE BEAR CASE
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Drivers Dec 2025 Dec 2026e Dec 2027e Dec 2028e

Total Deliveries (000s) 1,636 1,736 1,910 2,201

Total Revenue ($, mm) 94,827 104,131 118,161 143,200

Auto Gross Margin (%) 17.8 18.8 19.3 19.1

Free Cash Flow ($, mm) 6,220 (2,861) (9,696) (16,346)

Net Debt (Cash) ($, mm) (35,683) (31,180) (21,421) (5,012)

5/5
BEST

24 Month
Horizon

5/5
MOST

3 Month
Horizon

Robotaxi city launches
Advancements in FSD
New Model announcements
Emerging Competition (from traditional OEMs,
startups, & large tech firms)

0-10% Latin America
0-10% MEA
0-10% UK
20-30% Europe ex UK
20-30% Mainland China
30-40% North America

Source: Morgan Stanley Research Estimate
View explanation of regional hierarchies here

Source: Refinitiv, FactSet, Morgan Stanley Research; 1 is
the highest favored Quintile and 5 is the least favored
Quintile

Inst. Owners, % Active 44.3%

HF Sector Long/Short Ratio 1.8x

HF Sector Net Exposure 11.3%

Refinitiv; MSPB Content. Includes certain hedge fund
exposures held with MSPB. Information may be
inconsistent with or may not reflect broader market
trends. Long/Short Ratio = Long Exposure / Short
exposure. Sector % of Total Net Exposure = (For a
particular sector: Long Exposure - Short Exposure) /
(Across all sectors: Long Exposure – Short Exposure).

Increased FSD attach rate / unsupervised FSD
Cost milestones on new battery
New model intro (Roadster, multivan) 
Robotaxi rollout
Optimus announcement

Competition: legacy OEMs/Chinese players/big
tech in Autos and Robotics
Execution risk across robotaxi/FSD/humanoid
Regulatory
China risk
Dilution
Valuation

Morgan Stanley EstimatesMean
Source: Refinitiv, Morgan Stanley Research

FY Dec 2027e

Sales /
Revenue
($, mm)

107,252 151,793

EBIT
($, mm) 1,319 10,580

EPS
($) 1.26 5.24

Risk Reward – Tesla Inc (TSLA.O)

KEY EARNINGS INPUTS

INVESTMENT DRIVERS

GLOBAL REVENUE EXPOSURE

MS ALPHA MODELS

RISKS TO PT/RATING
RISKS TO UPSIDE

RISKS TO DOWNSIDE

OWNERSHIP POSITIONING

MS ESTIMATES VS. CONSENSUS

118,161

120,824

2,525

5,799

2.05

2.25
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Risk Reward Reference     links

    1. View explanation of Options Probabilities methodology -    
Options_Probabilities_Exhibit_Link.pdf  

    2. View descriptions of Risk Rewards Themes -    RR_Themes_Exhibit_Link.pdf  

    3. View explanation of regional hierarchies -    GEG_Exhibit_Link.pdf  

    4. View explanation of Theme/Exposure methodology -    
ESG_Sustainable_Solutions_External_Link.pdf  

    5. View explanation of HERS methodology -    ESG_HERS_External_Link.pdf  
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https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/Options_Probabilities_Exhibit_Link.pdf
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/RR_Themes_Exhibit_Link.pdf
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/GEG_Exhibit_Link.pdf
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/ESG_Sustainable_Solutions_External_Link.pdf
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/ESG_HERS_External_Link.pdf
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Disclosure Section
The information and opinions in Morgan Stanley Research were prepared by Morgan Stanley & Co. LLC, and/or Morgan Stanley C.T.V.M. S.A., and/or Morgan Stanley Mexico, Casa de Bolsa, 
S.A. de C.V.. As used in this disclosure section, "Morgan Stanley" includes Morgan Stanley & Co. LLC, Morgan Stanley C.T.V.M. S.A., Morgan Stanley Mexico, Casa de Bolsa, S.A. de C.V. and their 
affiliates as necessary.
For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the Morgan Stanley Research Disclosure Website 
at www.morganstanley.com/eqr/disclosures/webapp/generalresearch, or contact your investment representative or Morgan Stanley Research at 1585 Broadway, (Attention: Research 
Management), New York, NY, 10036 USA.
For valuation methodology and risks associated with any recommendation, rating or price target referenced in this research report, please contact the Client Support Team as follows: US/Canada 
+1 800 303-2495; Hong Kong +852 2848-5999; Latin America +1 718 754-5444 (U.S.); London +44 (0)20-7425-8169; Singapore +65 6834-6860; Sydney +61 (0)2-9770-1505; Tokyo +81 
(0)3-6836-9000.  Alternatively you may contact your investment representative or Morgan Stanley Research at 1585 Broadway, (Attention: Research Management), New York, NY 10036 USA.

Analyst Certification
The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and that they have not received and will not 
receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report: Daniela M Haigian; Andrew S Percoco.
.

Global Research Conflict Management Policy
Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at www.morganstanley.com/institutional/research/conflictpolicies. A 
Portuguese version of the policy can be found at www.morganstanley.com.br

Important Regulatory Disclosures on Subject Companies
The analyst or strategist (or a household member) identified below owns the following securities (or related derivatives): Jahvonte G Bain - Tesla Inc(common or preferred stock).
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Within the last 12 months, Morgan Stanley has received compensation for investment banking services from Avis Budget Group Inc, Ford Motor Company, General Motors Company, Hertz 
Global Holdings Inc, Rivian Automotive, Inc., Tesla Inc.
In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from Aptiv Plc, AutoNation Inc., Avis Budget Group Inc, BorgWarner 
Inc., Ford Motor Company, General Motors Company, Hertz Global Holdings Inc, Lear Corporation, Magna International Inc., Mobileye Global Inc, Quantumscape Corp, Rivian Automotive, Inc., 
Tesla Inc, Visteon Corporation.
Within the last 12 months, Morgan Stanley has received compensation for products and services other than investment banking services from Aptiv Plc, Avis Budget Group Inc, BorgWarner 
Inc., Dauch Corporation, Ford Motor Company, General Motors Company, Goodyear Tire & Rubber Company, Hertz Global Holdings Inc, Lear Corporation, Penske Automotive Group, Inc, Rivian 
Automotive, Inc., Tesla Inc, Visteon Corporation.
Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking client relationship with, the following company: Aptiv Plc, 
AutoNation Inc., Avis Budget Group Inc, BorgWarner Inc., Ford Motor Company, General Motors Company, Hertz Global Holdings Inc, Lear Corporation, Magna International Inc., Mobileye Global 
Inc, Quantumscape Corp, Rivian Automotive, Inc., Tesla Inc, Visteon Corporation.
Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related services to and/or in the past has entered into an agreement to provide 
services or has a client relationship with the following company: Aptiv Plc, Avis Budget Group Inc, BorgWarner Inc., Dauch Corporation, Ford Motor Company, General Motors Company, 
Goodyear Tire & Rubber Company, Hertz Global Holdings Inc, Lear Corporation, Penske Automotive Group, Inc, Rivian Automotive, Inc., Tesla Inc, Visteon Corporation.
An employee, director or consultant of Morgan Stanley is a director of General Motors Company. This person is not a research analyst or a member of a research analyst's household.
Morgan Stanley & Co. LLC makes a market in the securities of Adient PLC, Asbury Automotive Group Inc, AutoNation Inc., BorgWarner Inc., Dauch Corporation, Group 1 Automotive, Inc, Lear 
Corporation, Lithia Motors Inc., Penske Automotive Group, Inc, Sonic Automotive Inc, Visteon Corporation.
The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors, including quality 
of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment banking revenues. Equity Research analysts' or strategists' compensation is not 
linked to investment banking or capital markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.
Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making, providing liquidity, fund management, 
commercial banking, extension of credit, investment services and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in 
Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt of the Company or instruments discussed in this report. Morgan Stanley trades or may trade 
as principal in the debt securities (or in related derivatives) that are the subject of the debt research report.
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.

STOCK RATINGS
Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). Morgan Stanley does not assign ratings of Buy, 
Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold and sell.  Investors should carefully read the definitions of all 
ratings used in Morgan Stanley Research. In addition, since Morgan Stanley Research contains more complete information concerning the analyst's views, investors should carefully read Morgan 
Stanley Research, in its entirety, and not infer the contents from the rating alone.  In any case, ratings (or research) should not be used or relied upon as investment advice.  An investor's decision 
to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings) and other considerations.

Global Stock Ratings Distribution
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(as of September 30, 2026)
The Stock Ratings described below apply to Morgan Stanley's Fundamental Equity Research and do not apply to Debt Research produced by the Firm.
For disclosure purposes only (in accordance with FINRA requirements), we include the category headings of Buy, Hold, and Sell alongside our ratings of Overweight, Equal-weight, Not-Rated 
and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, 
hold, and sell but represent recommended relative weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a 
buy recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.

Coverage Universe Investment Banking Clients (IBC)
Other Material Investment Services 

Clients (MISC)

Stock Rating 
Category

Count % of               Total Count % of               Total IBC
% of Rating               
Category

Count
% of Total Other 

MISC

Overweight/Buy 1599 43% 455 48% 28% 783 44%

Equal-weight/Hold 1563 42% 394 42% 25% 763 43%

Not-Rated/Hold 2 0% 1 0% 50% 1 0%

Underweight/Sell 570 15% 96 10% 17% 227 13%

Total 3,734 946 1774

Data include common stock and ADRs currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received investment banking compensation in the 
last 12 months. Due to rounding off of decimals, the percentages provided in the "% of total" column may not add up to exactly 100 percent.

Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 
12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over 
the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the analyst's industry (or industry team's) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 
12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.

Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad market benchmark, as indicated 
below.
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant broad market benchmark, as indicated below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe - MSCI Europe; Japan - TOPIX; Asia - 
relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index.

Stock Price, Price Target and Rating History (See Rating Definitions)
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Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Important disclosures regarding any material conflict of interest that can reasonably be expected to have influenced Morgan Stanley Smith Barney LLC's choice of a third-party research provider 
or the subject company of a third-party research report, are available on the Morgan Stanley Wealth Management disclosure website at www.morganstanley.com/online/researchdisclosures. 
For Morgan Stanley specific disclosures, you may refer to https://www.morganstanley.com/eqr/disclosures/webapp/generalresearch.
Each Morgan Stanley research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted by the same person who reviews the 
research report on behalf of Morgan Stanley. This could create a conflict of interest.

Other Important Disclosures
A member of Research who had or could have had access to the research prior to completion owns securities (or related derivatives) in the Ford Motor Company. This person is not a research 
analyst or a member of research analyst's household.
Morgan Stanley Research policy is to update research reports as and when the Research Analyst and Research Management deem appropriate, based on developments with the issuer, the 
sector, or the market that may have a material impact on the research views or opinions stated therein. In addition, certain Research publications are intended to be updated on a regular periodic 
basis   (weekly/monthly/quarterly/annual) and will ordinarily be updated with that frequency, unless  the Research Analyst and Research Management determine that a different publication 
schedule is appropriate based on current conditions.
Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of Section 975 of the 
Dodd-Frank Wall Street Reform and Consumer Protection Act.
Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the recommendations or views expressed 
in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For all research available on a particular stock, please contact 
your sales representative or go to Matrix at http://www.morganstanley.com/matrix.
Morgan Stanley Research is provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley to clients. Certain, but not all, Morgan 
Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through alternate electronic means as a convenience. For access to all 
available Morgan Stanley Research, please contact your sales representative or go to Matrix at http://www.morganstanley.com/matrix.
Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html). By accessing and/or using Morgan Stanley 
Research, you are indicating that you have read and agree to be bound by our Terms of Use (http://www.morganstanley.com/terms.html). In addition you consent to Morgan Stanley processing 
your personal data and using cookies in accordance with our Privacy Policy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge.html), including for the purposes of 
setting your preferences and to collect readership data so that we can deliver better and more personalized service and products to you. To find out more information about how Morgan Stanley 
processes personal data, how we use cookies and how to reject cookies see our Privacy Policy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge.html). Please use 
the provided link to review the Terms and Conditions and Most Important Terms and Conditions for Morgan Stanley India Company Private Limited (https://www.morganstanley.com/assets/
pdfs/about-us-global-offices/india/Terms_and_conditions.pdf) and the following link to review the audit report (https://ny.matrix.ms.com/eqr/research/webapp/researchdocs/
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MSICPL_Morgan_Stanley_Research_Audit_Report.pdf).
If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies please do not access our research.
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and objectives of those 
who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial adviser. 
The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research 
may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the 
solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary because of changes 
in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There 
may be time limitations on the exercise of options or other rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of future 
performance are based on assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject 
company's securities/instruments.
The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors, 
including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or revenues), client feedback and competitive 
factors. Fixed Income Research analysts', strategists' or economists' compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the 
profitability or revenues of particular trading desks.
The "Important Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or more of a class of common 
equity securities of the companies.  For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment of less than 1% in securities/instruments or 
derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not involved in the 
preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of securities/instruments of companies mentioned and may trade them in ways different 
from those discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons.
With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable, comprehensive 
information, but we make no representation that it is accurate or complete.  We have no obligation to tell you when opinions or information in Morgan Stanley Research change apart from 
when we intend to discontinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research have not been reviewed by, and may not reflect information 
known to, professionals in other Morgan Stanley business areas, including investment banking personnel.
Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of associated expenses unless 
pre-approved by authorized members of Research management.
Morgan Stanley may make investment decisions that are inconsistent with the recommendations or views in this report.
To our readers based in Taiwan or trading in Taiwan securities/instruments: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL").  
Such information is for your reference only.  The reader should independently evaluate the investment risks and is solely responsible for their investment decisions.  Morgan Stanley Research 
may not be distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley.  Any non-customer reader within the scope of Article 
7-1 of the Taiwan Stock Exchange Recommendation Regulations accessing and/or receiving Morgan Stanley Research is not permitted to provide Morgan Stanley Research to any third party 
(including but not limited to related parties, affiliated companies and any other third parties) or engage in any activities regarding Morgan Stanley Research which may create or give the 
appearance of creating a conflict of interest. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation 
or a solicitation to trade in such securities/instruments.  MSTL may not execute transactions for clients in these securities/instruments.
Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC.  Morgan Stanley Research does not constitute an offer to sell or 
the solicitation of an offer to buy any securities in the PRC.  PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant 
approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves. Neither this report nor any part of it is intended as, or shall constitute, provision 
of any consultancy or advisory service of securities investment as defined under PRC law. Such information is provided for your reference only.
Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A. located at Av. Brigadeiro Faria Lima, 3600, 6th floor, São Paulo - SP, Brazil; and is regulated by the Comissão 
de Valores Mobiliários; in Mexico by Morgan Stanley México, Casa de Bolsa, S.A. de C.V which is regulated by Comision Nacional Bancaria y de Valores. Paseo de los Tamarindos 90, Torre 1, 
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INDUSTRY COVERAGE: Autos & Shared Mobility

Company (Ticker) Rating (As Of) Price* (10/21/2026)             

Andrew S Percoco

Adient PLC (ADNT.N)                 E                     (12/07/2025)                   $17.12

Aptiv Plc (APTV.N)                 E                     (08/04/2026)                   $44.34

Avis Budget Group Inc (CAR.O)                 E                     (12/07/2025)                   $98.39

BorgWarner Inc. (BWA.N)                 O                     (10/06/2026)                   $57.45

Dauch Corporation (DCH.N)                 E                     (12/07/2025)                   $4.86

Ford Motor Company (F.N)                 E                     (09/25/2024)                   $11.90

General Motors Company (GM.N)                 O                     (12/07/2025)                   $76.11

Hertz Global Holdings Inc (HTZ.O)                 E                     (02/08/2024)                   $2.07

Lear Corporation (LEA.N)                 E                     (12/07/2025)                   $117.89

Lucid Group Inc (LCID.O)                 U                     (12/07/2025)                   $3.21

Magna International Inc. (MGA.N)                 E                     (09/25/2024)                   $63.83

Mobileye Global Inc (MBLY.O)                 E                     (08/02/2024)                   $7.02

Quantumscape Corp (QS.O)                 E                     (12/07/2025)                   $3.98

Rivian Automotive, Inc. (RIVN.O)                 U                     (12/07/2025)                   $12.46

Tesla Inc (TSLA.O)                 E                     (12/07/2025)                   $386.47

Versigent Plc (VGNT.N)                 O                     (05/07/2026)                   $43.39

Visteon Corporation (VC.O)                 E                     (06/01/2022)                   $84.83

Daniela M Haigian

Asbury Automotive Group Inc (ABG.N)                 E                     (09/25/2024)                   $164.05

AutoNation Inc. (AN.N)                 E                     (10/04/2026)                   $153.01

Carmax Inc (KMX.N)                 E                     (11/10/2025)                   $51.49

Carvana Co (CVNA.N)                 O                     (08/07/2025)                   $59.19

Group 1 Automotive, Inc (GPI.N)                 U                     (10/04/2026)                   $224.85

Lithia Motors Inc. (LAD.N)                 E                     (09/25/2024)                   $269.13
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Penske Automotive Group, Inc (PAG.N)                 E                     (07/23/2026)                   $212.05

Sonic Automotive Inc (SAH.N)                 U                     (08/06/2026)                   $60.68

Javier Martinez de Olcoz Cerdan

Goodyear Tire & Rubber Company (GT.O)                 U                     (09/28/2025)                   $4.30

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.

© 2026 Morgan Stanley
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