
OpenVoiceNews U.S.
Transparent. Unbiased. Yours.

July 23, 2025
Categories: Finance

Download IPFS

Tesla Inc. is facing a series of financial and strategic setbacks that are testing the
company’s resilience in a rapidly changing electric vehicle (EV) landscape. With
consecutive quarterly sales declines, shrinking profit margins, and diminishing regulatory
incentives, the automaker is under pressure to recalibrate its business model to stay
competitive.

Tesla Braces for Financial Headwinds Amid
EV Market Shifts

—



In the second quarter of 2024, Tesla reported a 13.5% year-over-year drop in sales, the
second straight quarter with double-digit losses. This follows a 71% plunge in net income in
the first quarter. Analysts now expect another earnings dip, estimating a 24% decline in net
profit between April and June. Such figures highlight growing challenges, not only in sales
but also in sustaining profitability.

A critical issue looming over Tesla is the impending expiration of the $7,500 federal tax
credit for American EV buyers in October. This credit has long been a key factor in
maintaining domestic demand, which accounts for nearly half of the company’s sales.
Without it, Tesla may be forced to slash prices again, further squeezing its margins in an
already competitive environment.

Adding to the burden are newly imposed tariffs. Tesla, which manufactures all U.S.-sold
vehicles at its domestic factories, avoids import duties on finished cars. However, many of
its raw materials and components, particularly Chinese graphite used in EV batteries, are
now subject to steep tariffs, including a recent 160% cost increase. These rising input
costs place added strain on the company’s bottom line.

Perhaps the most substantial challenge is the potential loss of revenue from regulatory
credit sales. These credits, purchased by traditional automakers to meet emissions
standards, have brought Tesla over $10.6 billion since 2019. A recent legislative change,
spearheaded by a fiscally conservative tax and spending package, eliminated penalties for
emission overages, jeopardising this once-reliable revenue stream. Without these credits,
Tesla would have posted losses earlier this year.

Chief Executive Officer Elon Musk is expected to pivot investor attention toward long-term
projects like autonomous taxis and humanoid robotics. In June, Tesla launched a limited
robotaxi service in Austin, Texas, though it currently operates under close supervision and
on a small scale. While innovative, these ventures may take years to yield measurable
profits, raising questions about short-term viability.

Amid all this, Musk’s political involvement adds an unpredictable element. Although he
stepped away from an official role in national politics, his recent fallout with President
Donald Trump and talk of forming a third political party introduce further distraction at a
pivotal time for Tesla.



With global competition intensifying, especially from Chinese manufacturer BYD, which
threatens Tesla’s market lead, the company is navigating a high-stakes period. It must now
balance innovation with fiscal discipline to maintain its place as a key player in the EV
industry.


