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1 SWOT Analysis
Strengths

* Good engineering and technology research capability

» Able to raise large amounts of capital

» First mover advantage; the first company to offeglatively practical fully
electric car, customers include high-profile figufti&ke Arnold Schwarzenegger,
George Clooney, and Jay Leno

» Designs and builds many of the components in its, gacluding the power
electronics, motor and battery packs

Weaknesses

* Doesn’t have much brand recognition among the gépeiblic

* A very small company with small sales volume, seoonomies of scale

» Possible supply problems with components, espgdfallemand increases

* The Tesla Roadster hasn’t been on the market fgrleag, the longevity of fully
electric cars remains to be proven

Opportunities

* Moving towards the family sedan market and makipgaaluct that is meant for
more of the automotive market

» Price of oil and gasoline skyrocketing, making piniee premium for an electric
car less of an issue

* Expanding into developing lithium-ion batteries atber energy technologies,
partnering with a battery company to improve bgttechnology

Threats

* Wrightspeed X1, a prototype high performance electr that caters to the same
market; the only direct competitor to Tesla thdéisf a similar product

» Large automobile companies entering the market fuitrand hybrid electric
cars, the GM Volt and Toyota Prius

» The price of oil falling dramatically in the shaun

» A competitor having a breakthrough in related epéeghnologies, like hydrogen
powered cars, natural gas, or ethanol



2 Six Force Analysis

Competitors

* WrightSpeed X1 — small two-seater performance etecar based on existing
design, meant for enthusiasts rather than dailyedsi

Entrants

* Large mass-market manufacturers (Chevrolet, GMpia)y
* Luxury performance sports cars (BMW, Porsche, Mibese
» Other boutique manufacturers (ltalians, Aston Memttc.)

Rivalry

* Low; high entry barrier, market sector is niche &ardely untouched

Buyers

* Individuals

o0 Bargaining Power: Little, since demand is very high
» Licensees for EV technology

o Bargaining Power: Unknown

Suppliers

* Battery Companies
o Bargaining Power: Low, since Tesla buys Li-ion sétbm many
different manufacturers
* Engine Manufacturer (In-house)
» Chassis/Engineering (Lotus)
o Bargaining Power: High, exclusive partnership, leacalternative
for current market
* Transmission (In-house, previously Magna)
o Bargaining Power: Supplier failed, now productiarhouse
* Magna lawsuit [7]
» Patent license (AC Propulsion) [1]
o Bargaining power: high, as Tesla develops motarga,gp electronics,
etc. using AC's tech

Substitutes

* Hybrids (plug-in and otherwise)
o Toyota FT-HS
o BMW 1 and 3 series (mild hybrids)



Small performance turbodiesels
Small non-hybrid sports cars

0 Mazda Miata

o BMW z4

o Honda S2000

Complements

CAFE Standards — must be 35mpg fleetwide by 2020
High oil prices — now at $125/barrel

Low electricity prices

Solar/renewable power

Dealerships/service centers

Electric "gas stations”, home power stations
Tax/parking incentives — similar to hybrid tax kea
Battery technology

3 Analysisof Competitor Strategies

Toyota Motor Company

Tesla Motor’s response to Toyota Motor Companyrgjkianding hybrid technology
and possible entry into the plug-in hybrid andyf@lectric car market:

Toyota’s Prius first took the road in Japan in 1997ived in America in 2000,
making it the most prevalent hybrid car.

As of September 2007, 430,000 have been sold i$healone

Toyota’s hybrid technology has been applied to @ewange of cars, ranging
from the $21,000 Prius to the Lexus flagship LS6@@h a starting price of
$104,000.

The LS600h, which is a large executive luxury &alis in the same price range
as the Tesla Roadster, though they serve veryreiffepurposes.

The LS600h is meant to be a comfortable luxury sedta still uses 20 miles per
gallon because the hybrid power train is mated3diter V8 engine, which is far
from fuel efficient. As a result, the LS600h isgated at a completely different
market than the Tesla Roadster.

Tesla should be wary of Toyota offering a largetdrg pack and a home
charging station as options for the Prius, asdbigdd eventually lead to Toyota
offering a full electric version of the Prius.

This would cut into Tesla’s plans to offer fullyeetric sedans at different price
points, the WhiteStar, priced at around $50,00080® and a more affordable
BlueStar at around $30,000 down the line.

At those price points, Toyota can offer a fullyattec sedan under Lexus to
compete with the WhiteStar, and another fully eleatersion of the Toyota
Camry, their bread and butter car for many yearspmpete with the BlueStar.



* As aresponse, Tesla should focus on improving teehnological advantage in
fully electric cars so that by the time Toyota estiae electric car market, Tesla
has a technological advantage.

* Also, Tesla with their first mover advantage shduldd their brand name to
become as prevalent a name in the electric carehaa& Toyota Prius, is in the
hybrid car market.

BMW

Another potential competitor to Tesla is BMW, whimbntinues to put effort into
entering the luxury, high-performance, low-emissidow-consumption auto market.

» EfficientDynamics
o “Mild hybrid" technology
o Uses many of the energy-saving elements of hylkdtrnology without
electric motor assist
= Small 4-cylinder gas and diesel engines
= Regenerative braking
= "Start-stop"” system, shuts the engine off whenmeeided
o BMW avoids marketing as "hybrid" since there isahectric motor
0 Used on the 1 and 3 series, which are BMW's lowst;small
sedans/coupes
o Lower cost, easily integrated into existing cars
* Hybrid technology
o BMW demoed an X5 Diesel Hybrid SUV at Geneva M&bow ‘08
o BMW Vision EfficientDynamics
= A prototype 36 mpg SUV, utilizing a solar panelfraad hybrid
technology
0 5 & 7 series hybrids on the horizon
» Hydrogen technology [2]
o BMW Hydrogen7, a dual hydrogen/gasoline poweregiverof their
luxury 7 series sedan
=  Only 125 miles on hydrogen, 300 miles on gasoline
=  "World's first hydrogen-drive luxury performancet@mobile”

GM

GM represents a significant future threat to Taglas planned, Tesla decides to
enter the lower end of the market near the $30p0@@ point.

* The current development of the Volt, although mdd a true electric car,
indicates that GM remains interested in the elefttybrid car market, and will
continue to pursue the market in the foreseealilgdu

» A virtual waiting list surpassed 20,000 as of May@08, indicating that there
exists a significant market for the Volt. [3]



Currently the estimated first year output is ablbyy000, but if the Volt proves
successful, GM will be able to aggressively incegaoduction due to the vast
resources at its disposal.

Designed for approximately 40 miles of battery prededriving before the 1.0L
turbocharged gas engine automatically begins toarge the battery, thus
extending the range of the Volt to up to 640 mdékighway driving. This
deviation from a strictly electric car solves tla@age problem of vehicles run
purely on batteries, but advancements in battetytelogy could lead to the
removal of this system in the future.

The engine can be configured to run on gasoling,&®iodiesel.

The E-Flex drive system being designed for the Yagresents an attempt to
standardize many components, which would allow @Nake advantage of large
economies of scale for possible future electridalek. In the case of significant
battery technology improvement and increasing dein@m would be able to
quickly increase its production of electric carsl amroduce new models with
significantly less development.

The Volt, with four passengers seating and a radbtiattractive price of
approximately $35,000, appeals to a broad custtwese, in contrast to the
current niche market of Tesla.

If Tesla were to enter the lower end market, it idomithout doubt face strong
competition from GM. The only way for Tesla to coetp effectively would be
through differentiation, which would focus mainlg technology.

Conclusion

Tesla is now faced with a question: Do they warliga high end, low volume
automobile marque like Porsche, or do they walieta low end, high volume
brand like Volkswagen?

The other strategy that Tesla can consider is sitipa themselves to be bought
out by a large automobile manufacturer, becomieg #&lectric car division.
Tesla wants to become a high end, low volume matwfear, as that would allow
them to stay alive in the current market.

Since other, much larger automobile companies aséipning themselves to
compete in the hybrid or electric car market, Tesl&ely to get muscled out of
the market unless they distinguish themselveseaswvtild’'s premiere electric car
company.

Tesla’s best strategy is to carve out a niche authfemselves as the high end
electric car maker and to sustain themselves osdahee people who buy
performance sports and luxury cars.

Tesla’s current plans to expand into the lower @nthe market with a model
priced around the $30,000 range would require ttteaoompete with GM and
Toyota. Although Tesla currently has a technoldgaclvantage, both competitors
have committed large amounts of resources to dpvhkir technology and will
be able to offer very competitive alternativestfoe price range within a few
years.



» The optimal option for Tesla would be to avoid thghly competitive lower end
market, where they would be forced to compete @epand to focus on their
niche market.

» As planned, Tesla should introduce new models lhorlsl restrict itself to the
$60,000 and above price range, while continuiniguitd its brand as the luxury
electric car company.
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