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F O L L OW - U P
Musk likes saying that Tesla could beworth more
than Apple and Saudi Aramco combined. Right
now, the car companymost resembles Toyota.

A
ll is not right at Tesla—and its dreadful first-
quarter delivery number confirms it.

Tesla delivered just under 387,000 units in
the first quarter, down about 9% year over year.
The number missed the lowest Street estimates
by some 20,000 vehicles, and analysts used
language like “shockingly disappointing,”

“unmitigated disaster,” “weak,” and “surprising” to
describe the Tuesday report.

But the underlying issue behind the miss is even more
shocking. “Tesla produced 46,000 more vehicles than it
sold, which suggests there may also be a serious demand
issue,” writes Deutsche Bank analyst Emmanuel Rosner.

It shouldn’t come as a complete surprise. In January,
Tesla acknowledged that it is stuck “between two major
growth waves.” The first began with the expansion of the
Model 3 and Y platform, while the second should start when
the lower-priced Model 2 is launched, perhaps in 2025.

Admitting a problem isn’t the same as fixing it. And
getting Tesla growing again won’t be easy. The problem
starts with CEO Elon Musk who, as Wedbush’s Dan Ives
says, “exacerbated” issues by trying to build an artificial-
intelligence company outside of Tesla, with a Delaware
court decision negating his pay package, and a possible

move to incorporate in Texas. Ives
would like to see Musk more focused
on Tesla’s business.

The first thing Musk can do is ac-
celerate development of the Model 2.
When it arrives, it will enter a global
market with sub-$30,000 all-battery
electric vehicles made by China’s
BYD, Xiaomi, and others. “You’ve got
to get the $25,000 car out quickly,”
says Gary Black, co-founder of the
Future Fund Active exchange-
traded fund and a Tesla investor. Fri-
day’s report that Tesla had dropped
the program—something Musk vehe-
mently denied—doesn’t change that.

Even an accelerated launch will
take time. To plug the gap, Black
would like Tesla to start advertising
to boost sales. Early EV adopters are
long gone, and selling EVs has become
a lot harder. Musk “needs anApple-
like strategy to convince...drivers why
they should go EV,” Black says.

Slower growth could be problem-
atic for a stock that trades at almost
60 times estimated 2024 earnings.
If things don’t change soon, the stock,
already down 33% this year, could
drop even more.

Or maybe not. Tesla stock finished
down 4.9% at $166.53 on Tuesday—the
S&P 500was down 0.7%—and traded
as low as $163.43. Shares closed Friday
at $164.90. Support developed at $164,
says Katie Stockton, founder of Fair-
lead Strategies. Below that, the stock
might find support at $148, then at
$100, near where Barron’s said to buy
the stock in early 2023. Support has
held, perhaps because of how quickly
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HowFar Tesla Stock
Could NowTumble
Tesla is mired in problems from an EV slowdown
to woes created by Elon Musk. Is it a $100 stock?

A s investors looks beyond
China, India has a lot going
for it.

A raft of reforms has set up
the world’s most populous country for
economic growth. India just crossed
the $2,500-per-capita income mark
that supercharges demand for cars
and services, and it is benefiting from
a fraying U.S.-China relationship.

The one drawback: valuation. Since
Barron’s highlighted the opportunity in
India in November 2022, the iShares
MSCI India exchange-traded fund
(ticker: INDA) is up almost 30%. The
MSCI India now trades at 23 times
2024 earnings, compared with 9.7
times for the MSCI China index and
21 times for the S&P 500 index.

But earnings for Indian companies
have kept pace with the rise in valua-
tion, and the country’s economic and
fiscal outlook is much improved. “In-
dia is underinvested; India is under-
leveraged and in a geopolitical sweet
spot in a multipolar world,” says Jita-
nia Kandhari of Morgan Stanley In-
vestment Management’s emerging
markets equity team.

Capital Economics expects India’s
economy to be the world’s strongest
this year. Digital innovation is spur-
ring a tech-savvy workforce to use
artificial intelligence to boost produc-
tivity. The property market is re-

bounding, and banks are lending after
years of cleaning up bad debt.

Private investors are flocking to
India, with U.S. and European venture-
capital firms setting up shop to tap into
a start-up boom in the country. Compa-
nies looking to diversify their supply
chains are coming to India.

Strategists struggle to see a spark
for a pullback. The biggest spoiler
would be an upset loss for Prime
Minister Narendra Modi in the com-
ing general election, when he is ex-
pected to win a third term and con-
tinue the business-friendly policies
that have fueled economic growth.

Investors could be burned by
waiting for Indian valuations to drop.
“Fundamentals are so strong, and
these companies are so good. If you
are waiting for a big correction, you
will miss the boat,” Todd McClone
of William Blair’s emerging markets
strategies tells Barron’s.

Investors haven’t crowded in. India
accounts for just 17% of the MSCI
Emerging Markets index, far below
China’s recent weighting of 30% plus.

To deal with the valuation conun-
drum, some money managers have
been trimming holdings, especially in
small and midsize companies, a part
of the market where Indian regulators
have raised flags about the rush of
money flooding in from investors.
Ramiz Chelat, a manager for Vonto-
bel’s quality growth strategy, has
added to companies where earnings
growth is still strong, including pri-
vate-hospital companies likeMax
Healthcare Institute.

McClone has added to healthcare
and financial-services companies and
snapped up industrials likeABB In-
dia andVoltamp as India upgrades
its power infrastructure. B

India Is Pricey.
Investors Still
Love It.
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the stock fell. “I think oversold condi-
tions will prevent a decline of that mag-
nitude,” Stockton adds.

Not John Roque, 22V Research’s
senior managing director and head of
technical strategy, who called the late
2022 slide that ended just over $100.
He’s looking at that level again.

Musk is fond of saying that Tesla
could be worth more than Apple and

Saudi Aramco combined. For that to
come true, Tesla would have to be a
true innovator and disrupter. Right
now, though, it resembles Toyota
Motor. There’s nothing wrong with
Toyota, of course, but it’s not a stock
investors put a premium multiple on.
If Musk doesn’t come up with some-
thing—and quickly—we might end up
at $100 sooner than anyone thinks. B
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Tesla vehicles outside a Manhattan showroom.
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