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A Private Life is a Happy Life
“Am considering taking Tesla private at $420. Funding secured.”

“Investor support is confirmed. Only reason why this is not certain is that it’s contingent on a shareholder vote.”

« What happened? The above are two of a series of tweets by Tesla CEO Elon Musk yesterday, where the company announced
that it is considering going private. In an e-mail to employees, posted on the Tesla website, Musk outlined his reasons. Among
them, Musk pointed out that as a public company Tesla is “subject to wild swings in our stock price that can be a major
distraction”, subject “to the quarterly earnings cycle that puts enormous pressure on Tesla to make decisions. .. not necessarily
right for the long-term” and opens Tesla to short sellers “who have the incentive to attack the company”. He also wrote that his
other company SpaceX, which is private and Musk does not want to take public, “is far more operationally efficient, and that is
largely due to the fact that it is privately held”. We believe Musk’s intent is serious and genuine.

= What is proposed? Clearly, CEO Musk would like to take the company private. Again, in the e-mail to employees, he stated
that he would like a structure where existing shareholders “can stay investors in a private Tesla or... can be bought out at $420
a share”, his intention that “all Tesla employees. .. remain shareholders of the company” so that they can “share in the growing
value of the company” and that there is no plan “to merge SpaceX and Tesla”. Musk added that “this has nothing to do with
accumulating control for myself. | own about 20% of the company now, and | don’t envision that being substantially different”.

= Could this happen? It is important to note that, as of today, no details have been provided with regards to what “Funding
secured” means, who is providing that funding and what any potential funding structure might look like. Our view is that
“Funding secured” should be interpreted as a strong verbal commitment, with funds available and parties willing to execute
quickly. However, it could be less than this. It may also be that initial legal documents, term sheets, letters of intent have
been signed. While several press reports suggest an “LBO”, given Tesla’s EBITDA and cash generation today, we don’t see
material leverage as likely. Instead, we see a possible scenario where 50 to 60% of existing shareholders (including Musk’s
20% holding) continue, with their holdings rolled into a new private structure. This would leave Tesla needing to raise equity
capital of $31 to $39Bn to buy out those existing public shareholders who tender; 40 to 50% of a $78Bn market value ($420 x
185Mn shares outstanding). We assume that the debt is rolled. We see the most likely route through which the $31 to $39Bn is
funded being a combination of, 1/ a strategic investor acquiring a 15% to 20% stake, 2/ two to three private investment firms/
sovereign wealth funds acquiring up to 10% stakes and 3/ certain larger members of the existing shareholder base or some
form of fund for smaller accredited investors making up the delta.

= |s going private the right move? The notion of going private is not new for Elon Musk. In an interview with Rolling Stone (Nov
'17) Musk stated “| wish we could be private with Tesla... it actually makes us less efficient to be a public company”. Musk’s
frustration with the capital markets, notably short sellers and the analyst community, has been evident in recent quarters. If
a CEO, and the largest individual shareholder, of a company takes issue with public markets, then going private would seem
to make sense. Traditionally, public markets have been there to provide a source of funding (note, we also believe they bring
scrutiny and accountability which in many cases does lead to better practice). However, if a company does not need that
funding or is able to source future funding privately, then there is no obvious reason for it to remain public. As Musk points
out, being public does have disadvantages and can lead to short-termism. Depending on where the private funding may come
from, going private may also provide Tesla with 1/ deeper pockets to grow internationally at a faster rate and 2/ security through
the next US/capital markets recession where public funding would dry up.

» Stock Implications The majority of the move towards $420 is now done, with the share price sitting within 11%. As a resuilt,
unless there is evidence to suggest that the funding is not secured and a transaction cannot be completed, we believe there is
little to be done with the stock at these levels. More broadly, if Tesla has attracted a strategic investor who is willing to not only
help take the company private but also to provide material funding going forward, it should enable the company to execute
and move faster as it seeks to complete its mission to move the world to a solar electric future. In the context of the industry,
this only increases the need for transition at traditional OEMs who must carry out exhaustive powertrain restructuring if they
choose to compete with a potentially faster and more nimble Tesla
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VALUATION METHODOLOGY

» Valuation: In general, we derive our target prices using industrial multiples, Sum of the Parts, EV/EBITDA and P/E, either in
combination or isolation. The exceptions are Ferrari (RACE) and Tesla (TSLA) where we also use DCF models and in the case
of TSLA a blend of historical multiples and DCF. We consider automotive valuations in a global context as well as relative to
companies' own histories. We assess future earnings growth, operating margins, free cash flow generation and returns on capital
employed when determining whether a company is deserving of higher or lower multiples.

RISKS

» Risks: Automotive companies are global, cyclically exposed, highly complex businesses. As a result, they are exposed to both
positive and negative risks from broader political, economic and social factors. They also face both operational and execution
risk, as well as risks from changes in key personnel. Any failure to adequately assess exposure to such risks in a timely fashion
may result in our estimates/forecasts proving too high and/or too low.
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TIMESTAMP
(Article 3(1)e and Article 7 of MAR)

Time of dissemination: August 08, 2018, 04:05 ET.
ANALYST CERTIFICATION

The analysts, George Galliers, Arndt Ellinghorst and Chris McNally, primarily responsible for the preparation of this research report attest to the
following: (1) that the views and opinions rendered in this research report reflect his or her personal views about the subject companies or issuers;
and (2) that no part of the research analyst's compensation was, is, or will be directly related to the specific recommendations or views in this
research report.

The analysts, George Galliers, Arndt Ellinghorst, Chris McNally are non-U.S. analysts who contributed to this research report. Non-U.S. analysts
may not be associated persons of Evercore Group and therefore are not registered or qualified with the NYSE or FINRA as research analysts,
and may not be subject to FINRA Rule 2241 restrictions on communications with subject companies, public appearances and trading securities
held by the analysts.

DISCLOSURES

This report is approved and/or distributed by Evercore Group LLC (“Evercore Group™), a U.S. licensed broker-dealer regulated by the Financial
Industry Regulatory Authority (“FINRA”), and International Strategy & Investment Group (UK) Limited (“ISI UK"), which is authorised and regulated
in the United Kingdom by the Financial Conduct Authority. The institutional sales, trading and research businesses of Evercore Group and IS|

UK collectively operate under the global marketing brand name Evercore ISI (“Evercore 1SI”). Both Evercore Group and I1SI UK are subsidiaries

of Evercore Partners Inc. ("Evercore Partners"). The trademarks, logos and service marks shown on this report are registered trademarks of
Evercore Partners.

The analysts and associates responsible for preparing this report receive compensation based on various factors, including Evercore Partners’
total revenues, a portion of which is generated by affiliated investment banking transactions. Evercore IS| seeks to update its research as
appropriate, but various regulations may prevent this from happening in certain instances. Aside from certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the analyst’s judgment.

Evercore ISI generally prohibits analysts, associates and members of their households from maintaining a financial interest in the securities

of any company in the analyst's area of coverage. Any exception to this policy requires specific approval by a member of our Compliance
Department. Such ownership is subject to compliance with applicable regulations and disclosure. Evercore |S| also prohibits analysts, associates
and members of their households from serving as an officer, director, advisory board member or employee of any company that the analyst
covers.

This report may include a Tactical Call, which describes a near-term event or catalyst affecting the subject company or the market overall and
which is expected to have a short-term price impact on the equity shares of the subject company. This Tactical Call is separate from the analyst's
long-term recommendation (Outperform, In Line or Underperform) that reflects a stock’s forward 12-month expected return, is not a formal rating
and may differ from the target prices and recommendations reflected in the analyst’s long-term view.

Applicable current disclosures regarding the subject companies covered in this report are available at the offices of Evercore IS], and
can be obtained by writing to Evercore Group LLC, Attn. Compliance, 666 Fifth Avenue, 11th Floor, New York, NY 10103.

Evercore Partners and its affiliates, and / or their respective directors, officers, members and employees, may have, or have had, interests or
qualified holdings on issuers mentioned in this report. Evercore Partners and its affiliates may have, or have had, business relationships with the
companies mentioned in this report..

Additional information on securities or financial instruments mentioned in this report is available upon request.

Ratings Definitions
Current Ratings Definition

Evercore ISI's recommendations are based on a stock’s total forecasted return over the next 12 months. Total forecasted return is equal to the
expected percentage price return plus gross dividend yield. We divide our stocks under coverage into three primary ratings categories, with the
following return guidelines:

Qutperform — the total forecasted return is expected to be greater than the expected total return of the analyst's coverage universe

In Line — the total forecasted return is expected to be in line with the expected total return of the analyst’s universe

Underperform — the total forecasted return is expected to be less than the expected total return of the analyst's universe

Coverage Suspended - the rating and target price have been removed pursuant to Evercore IS| policy when Evercore is acting in an advisory
capacity in a merger or strategic transaction involving this company and in certain other circumstances.*

Rating Suspended - Evercore IS| has suspended the rating and target price for this stock because there is not sufficient fundamental basis for
determining, or there are legal, regulatory or policy constraints around publishing, a rating or target price. The previous rating and target price, if
any, are no longer in effect for this company and should not be relied upon.*

* Prior to October 10, 2015, the "Coverage Suspended” and "Rating Suspended” categories were included in the category "Suspended.”

FINRA requires that members who use a ratings system with terms other than "Buy,” "Hold/Neutral” and "Sell” to equate their
own ratings to these categories. For this purpose, and in the Evercore ISl ratings distribution below, our Outperform, In Line, and
Underperform ratings can be equated to Buy, Hold and Sell, respectively.

Historical Ratings Definitions

Prior to March 2, 2017, Evercore I1SI's recommendations were based on a stock’s total forecasted return over the next 12 months:
Buy - the total forecasted return is expected to be greater than 10%
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Hold - the total forecasted return is expected to be greater than or equal to 0% and less than or equal to 10%
Sell - the total forecasted return is expected to be less than 0%

On October 31, 2014, Evercore Partners acquired International Strategy & Investment Group LLC ("ISI Group") and ISI UK (the "Acquisition") and
transferred Evercore Group's research, sales and trading businesses to I1SI Group. On December 31, 2015, the combined research, sales and
trading businesses were transferred back to Evercore Group in an internal reorganization. Since the Acquisition, the combined research, sales
and trading businesses have operated under the global marketing brand name Evercore ISI.

I1SI Group and ISI UK:
Prior to October 10, 2014, the ratings system of ISI Group LLC and IS! UK which was based on a 12-month risk adjusted total return:

Strong Buy - Return > 20%
Buy - Return 10% to 20%
Neutral - Return 0% to 10%
Cautious - Return -10% to 0%
Sell - Return < -10%

For disclosure purposes, S| Group and IS| UK ratings were viewed as follows: Strong Buy and Buy equate to Buy, Neutral equates to Hold, and
Cautious and Sell equate to Sell.

Evercore Group:

Prior to October 10, 2014, the rating system of Evercore Group was based on a stock’s expected total return relative to the analyst’s coverage
universe over the following 12 months. Stocks under coverage were divided into three categories:

Overweight — the stock is expected to outperform the average total return of the analyst's coverage universe over the next 12 months.
Equal-Weight — the stock is expected to perform in line with the average total return of the analyst's coverage universe over the next 12 months.
Underweight — the stock is expected to underperform the average total return of the analyst’s coverage universe over the next 12 months.
Suspended - the company rating, target price and earnings estimates have been temporarily suspended.

For disclosure purposes, Evercore Group’s prior “Overweight,” “Equal-Weight” and “Underweight” ratings were viewed as “Buy,” “Hold” and “Sell,”
respectively.

Ratings Definitions for Portfolio-Based Coverage

Evercore ISl utilizes an alternate rating system for companies covered by analysts who use a model portfolio-based approach to determine a
company’s investment recommendation. Covered companies are included or not included as holdings in the analyst's Model Portfolio, and have
the following ratings:

Long - the stock is a positive holding in the model portfolio; the total forecasted return is expected to be greater than 0%.

Short - the stock is a negative holding in the model portfolio; the total forecasted return is expected to be less than 0%.

No Position ~ the stock is not included in the model portfolio.

Coverage Suspended — the rating and target price have been removed pursuant to Evercore IS| policy when Evercore is acting in an advisory
capacity in a merger or strategic transaction involving this company, and in certain other circumstances; a stock in the model portfolio is removed.
Rating Suspended - Evercore IS| has suspended the rating and/or target price for this stock because there is not sufficient fundamental basis for
determining, or there are legal, regulatory or policy constraints around publishing, a rating or target price. The previous rating and target price, if
any, are no longer in effect for this company and should not be relied upon; a stock in the model portfolio is removed.

Stocks included in the model portfolio will be weighted from 0 to 100% for Long and 0 to -100% for Short. A stock’s weight in the portfolio reflects
the analyst's degree of conviction in the stock’s rating relative to other stocks in the portfolio. The model portfolio may also include a cash
component. At any given time the aggregate weight of the stocks included in the portfolio and the cash component must equal 100%.

Stocks assigned ratings under the alternative model portfolio-based coverage system cannot also be rated by Evercore 1SI's Current Ratings
definitions of Outperform, In Line and Underperform.

FINRA requires that members who use a ratings system with terms other than “Buy,” “Hold/Neutral” and “Sell,” to equate their own
ratings to these categories. For this purpose, and in the Evercore ISl ratings distribution below, our Long, No Position and Short ratings
can be equated to Buy, Hold and Sell respectively.

Evercore ISI ratings distribution (as of 08/08/2018)

Coverage Universe Investment Banking Services / Past 12 Months
Ratings Count Pct. Rating Count Pct.
Buy 369  53% Buy 87  24%
Hold 2711 39% Hold 26 10%
Sell 34 5% Sell 2 6%
Coverage Suspended 19 3% Coverage Suspended 6 32%
Rating Suspended 3 0% Rating Suspended 0 0%

Issuer-Specific Disclosures (as of August 8, 2018)
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Price Charts
Tesla Molors, Inc. Rating History as of 08/07/2018
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General Disclosures

This report is approved and/or distributed by Evercore Group L.L.C. (“Evercore Group”), a U.S. licensed broker-dealer regulated by the Financial
Industry Regulatory Authority (“FINRA”) and by International Strategy & Investment Group (UK) Limited (“1SI UK”"), which is authorised and
regulated in the United Kingdom by the Financial Conduct Authority. The institutional sales, trading and research businesses of Evercore Group
and I1S| UK collectively operate under the global marketing brand name Evercore IS ("Evercore ISI"). Both Evercore Group and ISI UK are
subsidiaries of Evercore Inc. ("Evercore"). The trademarks, logos and service marks shown on this report are registered trademarks of Evercore
Inc.

This report is provided for informational purposes only. It is not to be construed as an offer to buy or sell or a solicitation of an offer to buy

or sell any financial instruments or to participate in any particular trading strategy in any jurisdiction. The information and opinions in this
report were prepared by employees of affiliates of Evercore. The information herein is believed by Evercore S| o be reliable and has been
obtained from public sources believed to be reliable, but Evercore IS| makes no representation as to the accuracy or completeness of such
information. Opinions, estimates and projections in this report constitute the current judgment of the author as of the date of this report. They
do not necessarily reflect the opinions of Evercore or its affiliates and are subject to change without notice. In addition, opinions, estimates
and projections in this report may differ from or be contrary to those expressed by other business areas or groups of Evercore and its affiliates.
Evercore ISI has no obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any matter stated
herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. Facts and views in
Evercore IS| research reports and notes have not been reviewed by, and may not reflect information known to, professionals in other Evercore
affiliates or business areas, including investment banking personnel.

Evercore IS| does not provide individually tailored investment advice in research reports. This report has been prepared without regard to the
particular investments and circumstances of the recipient. The financial instruments discussed in this report may not suitable for all investors

and investors must make their own investment decisions using their own independent advisors as they believe necessary and based upon their
specific financial situations and investment objectives. Securities and other financial instruments discussed in this report, or recommended or
offered by Evercore ISI, are not insured by the Federal Deposit Insurance Corporation and are not deposits of or other obligations of any insured
depository institution. If a financial instrument is denominated in a currency other than an investor’s currency, a change in exchange rates may
adversely affect the price or value of, or the income derived from the financial instrument, and such investor effectively assumes such currency
risk. In addition, income from an investment may fluctuate and the price or value of financial instruments described in this report, either directly or
indirectly, may rise or fall. Estimates of future performance are based on assumptions that may not be realized. Furthermore, past performance is
not necessarily indicative of future performance.

Evercore IS| salespeople, traders and other professionals may provide oral or written market commentary or trading strategies to our clients that
reflect opinions that are contrary to the opinions expressed in this research. Our asset management affiliates and investing businesses may make
investment decisions that are inconsistent with the recommendations or views expressed in this research.

Electronic research is simultaneously available to all clients. This report is provided to Evercore IS] clients and may not be redistributed,
retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of Evercore ISI. Receipt and review
of this research report constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion or
information contained in this report (including any investment recommendations, estimates or target prices) without first obtaining express
permission from Evercore 1SI.

This report is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be
contrary to local law or regulation.

For investors in the UK: In making this report available, Evercore makes no recommendation to buy, sell or otherwise deal in any securities or
investments whatsoever and you should neither rely or act upon, directly or indirectly, any of the information contained in this report in respect of
any such investment activity. This report is being directed at or distributed to, (a) persons who fall within the definition of Investment Professionals
(set out in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order™)); (b) persons falling within
the definition of high net worth companies, unincorporated associations, etc. (set out in Article 49(2) of the Order); (c) other persons to whom it
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may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”). This report must not be acted on or
relied on by persons who are not relevant persons.

Applicable current disclosures regarding the subject companeis covered in this report are available at the offices of Evercore IS, and can be
obtained by writing to Evercore Group L.L.C., Attn. Compliance, 666 Fifth Avenue, 11th Floor, New York, NY 10103.

In compliance with the European Securities and Markets Authority's Market Abuse Regulation, a list of all Evercore 1SI recommendations
disseminated in the preceding 12 months for the subject companies herein, may be found at the following site: https://evercore bluematrix.com/
sellside/MAR.action.
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