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On March 2 ,  VectoIQ Acquisition Corp.  (VTIQ)
proposed to combine with  Nikola Motors ,  a
company focused on the development of next-
generation smart transportation.  Upon the
closing of the transaction,  the combined
company wil l  be named Nikola Corporation and
remain NASDAQ-listed under the new ticker
symbol “NKLA.”
 
Nikola’s business plan  is  to be a vertical ly
integrated zero-emissions transportation
solution provider.  Nikola's  core product
offering centers around its battery-electric
vehicle ("BEV")  and hydrogen fuel  cel l  electric
vehicle ("FCEV")  Class 8 semi-trucks.
 
Essentially,  they are Tesla for Trucks .  A bold
visionary/disruptor,  Trevor Milton (Executive
Chairman),  has been able to problem-solve for
a fair  amount of issues that arise when
thinking about a “greener” path for the
transportation sector and Hydrogen’s role.
Fuel-cell  batteries have been lauded as a good
option for long-haul routes in trucking.  Sti l l ,
infrastructure build-out for fueling purposes
has been a signif icant hurdle for industry
adoption.
 
Why hydrogen fuel cell  over battery-electric,
you ask? Hydrogen Fuel Cell  technology has
been cal led “fool  cel ls”  by Elon Musk,  and
when comparing the two technologies,  it  does
look l ike BEVs make more sense for the Auto
market as well  as the short-haul market.  The
charging infrastructure is  more established for
BEVs,  just plug it  into the electric grid.  To be a
vehicle fuel ,  hydrogen needs to be produced.
That process takes energy,  and most of the
methods of production have some relationship
with fossi l  fuels or natural  forms of
greenhouse gases.  Kind of defeats the purpose,
right? Now, there is  one method that,  i f
designed right,  can be as near to a carbon-

free fuel  as there is .  I f  one can harness wind
and/or solar energy,  use that energy to
produce hydrogen from water by electrolysis
and then fuel  a vehicle onsite (el iminating the
transportation issue),  you could claim a zero-
carbon solution.
 
I  don’t see that happening for the auto
market as the infrastructure build-out
needed would be too large.  However,
hydrogen has a distinct advantage when it
comes to the long haul market.  Between
refueling,  FCEVs can travel  farther than BEVs.
A Class 8 BEV has a top range of 300 miles,
though the Tesla Semi claims a range of 500
miles,  and the electricity draw, as well  as the
weight of the batteries needed, are
problematic as well .  FCEVs can travel  farther
between charges,  and the fuel  cel l  stack is
apparently more eff icient weight-wise than
BEVs.  Nikola is  presenting a truck with a
range of 500 to 750 miles,  which is on par
with today’s diesel  trucks.  Other
differentiators that favor FCEVs over BEVs
are shorter fueling times and rel iabi l ity to
operate in cold weather.
 
The opportunity in front of them is
tremendous.  Globally,  the commercial  vehicle
market,  is  estimated to be ~$600 bil l ion-per-
year (Source ACT Research) with steady
growth expected to continue as e-commerce
and global  economic growth fuel  the need for
more heavy-duty trucks.  According to ACT,
expectations are for ~5% annual growth in
the Class 8 truck population from 2019 to
2023, driven by double-digit  yearly growth in
e-commerce and a healthy global  economic
outlook.  Now, of course,  this past month
probably puts these numbers in jeopardy of
being revised down or hopefully pushed out
in t ime.
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Combine the above with the push to reduce
greenhouse gas  (GHG) seen across the globe,
and the market opens up even more for
Nikola.  According to the International  Council
on Clean Transportation (ICCT) heavy-duty
trucking in the U.S.  and EU, which is <10% of
the vehicle population,  is  responsible for
~40% of GHG from the transportation
industry.
 
Before the pandemic ,  there was a tremendous
push to reduce global  GHG emissions from
leading governments.  For example,  the EU has
a mandatory 15% reduction in CO2 emissions
by 2025,  and a 30% reduction target by 2030.
To incentivize industry players,  they have put
in place f inancial  penalties for fai lure to
achieve these targets.  Conventional
technology (diesel)  wil l  most l ikely have
trouble helping companies meet the EU
targets.  And this is  where Nikola can come in.
As they eloquently put it  in their f i l ing,  "These
ambitious CO2 targets are l ikely 'technology-
forcing'  towards alternative powertrains such
as battery-electric and hydrogen fuel  cel l . "  In
the U.S. ,  states have put in place a bevy of
incentives for producers to pursue non-fossi l
fuel  endeavors.
 
The company openly states  that the
economics rely on federal and state grants,
loans,  and tax incentives  under government
programs designed to stimulate the economy
and support the production of alternative fuel
and electric vehicles and related technologies,
as well  as the sale of hydrogen. Before the
pandemic,  these init iatives were well
entrenched in the investment decision-
making of companies and lenders,  both
private and public.  I  think we can al l  safely
say that the investment landscape is currently
in a state of violent f lux,  and programs rooted
in forecasting f inancial  models might be in
jeopardy.  

The details of the Coronavirus Aid,  Relief ,
and Economic Security Act (CARES)  do not
specif ical ly address the next phase of the U.S.
economy but it  is  clear that there wil l  be
federal  government role in rebooting the
economy and lobbyists are surely already
jockeying for a seat at that table.
 
I  can’t  imagine the ravaging the current
state of affairs is having on state budgets ,
and what they are going to do once we get
through this wil l  be up for debate probably
for years.  It  is  my opinion that the Green New
Deal was absurd and impossible to implement.
But,  I  did and sti l l  do believe that aspects of a
green new deal  (notice the lowercase) wil l  be
a part of  “America 2.0 – the rebooting” .
 
The undertaking that Nikola presents ,
particularly the build-out of 70 hydrogen
stations by 2028,  is  a crucial  part of  the
narrative.  I  can say that companies l ike
Nikola should be a part of  a “new” America,
but I  am not sure if  that is  the route our
leaders wil l  take us.
 
So, the backdrop for Nikola was promising as
they position themselves as a company that
can provide the balance of economic
solutions for corporations attempting to
become greener without losing f inancial
returns.  One can argue on the merits of
government intervention in a “free market,”
but the push was there.
 
I  have followed the energy space for many
years,  and I  have seen transformative events
change the f low of investment in numerous
ways and directions.
 
The conventional gave way to the
unconventiona l ,  and it  looked l ike the baton
was passing to the renewable.  Now the race
has been postponed.
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The sl ide presentation accompanying the merger announcement shows the blueprint the company
intends to use as it  matures into a going concern.  They address a fair  amount of the issues I  have
seen with alternative fuel  init iatives in the past.  Infrastructure build-out,  commodity cost
exposure and early adoption risks in particular.
 
A crucial  part of  the business plan is  to build out a network of hydrogen fueling stations.  Another
feature that is  of  note is  the offering of a bundled lease.  This approach should provide customers
with a FCEV truck,  hydrogen fuel ,  and maintenance for a f ixed price per mile.  The Nikola model
addresses the early adoption risk by init ial ly partnering up with companies with dedicated
routes.
 
This approach al lows customers to lock in a fuel  price,  which in the conventional  diesel  world can
be highly variable.  The f ixed-rate also helps Nikola ’s  abi l ity to de-risk infrastructure development
as they can lock in end-user demand and map capital  outlay accordingly.

THE  NUMBERS

NIKOLA  MOTOR

CORPORATION

They are not registered as a dealer in any state,  and many States prohibit  manufacturers from
sell ing vehicles directly to customers.

As a company, they do not have experience in high volume manufacturing.  However,  they have
partnered with CNHI Iveco,  a leading manufacturer of trucks,  buses,  and l ight commercial
vehicles in Europe.

Though they have reservations for 14,000 Nikola Two FCEV trucks,  they do not have lease
agreements.  I  think the arrangement with AB Inbev for 800 vehicles is  particularly vital  as the
hydrogen f i l l ing station buildout looks to be hand in hand.

As a non-revenue generating company, there is  going to be a fair  amount of risks,  and for
investors and potential  investors here are some things to consider:
 

 

 

CONSIDERATIONS
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The corporations on the bottom right of sl ide 13 are al l  well-known names and it  was pointed
out to me that most of them are not unfamil iar with hydrogen fuel-cel l  vehicles as most of
their fork-l ift  f leets are FCEVs.

They plan on using a third-party partner to provide f inancing to their prospective customers.

Competition is  intense with Daimler,  Hyundai,  Tesla,  Toyota,  and Volvo,  al l  working on BEV and
FCEV trucks.  Looking at the timelines of the competitors it  does not seem l ike anyone has a
first mover advantage at the moment.
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( (A l l  s l ides are from the company presentat ion f i led on March 3,  2020) )



 

FINANCIALS

 
At closing,  the company is expected to be nearly debt-free and have over $700 mil l ion in cash.  On
slide 31 of  the presentation,  they put together projections for the years 2020 – 2024,  and it  looks
l ike they wil l  need to raise another $1 .5 bi l l ion over that period to support their goals.
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I  would be incredibly impressed if  they don’t  revise the timelines presented for their BEV truck
(sl ide 28) and FCEV truck (sl ide 29) rol l-outs.
 
But,  i f  they do,  I  would assume the investor base would accept it .  I  am not well-versed in the
world of bringing vehicles to market but,  I  did f ind the timelines to be very ambitious,  especial ly
considering they have not broken ground on their manufacturing faci l ity in Arizona.
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For valuation,  it  looks l ike they are pointing investors to 2027 metrics as truck revenues are
estimated to be above $10.5 bi l l ion and EBITDA to equal $1 .35 Bi l l ion.
 
These numbers do not include the contributions of the H2 stations or the Europe JV.
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Disclaimer: This note has been prepared by SPACInsider.com for informational purposes only and is not a solicitation of any offer to
buy or sell any security or to participate in any trading strategy.  THIS IS NOT INVESTMENT RESEARCH OR INVESTMENT ADVICE - each
investor should conduct their own independent analysis of the instrument or trading strategy and request all information they
require to make their own investment decision, including, where applicable, a review of any prospectus, prospectus supplement,
offering circular or memorandum describing such security. The information contained in this Note has been obtained from public
sources and such information is believed to be correct and reliable but has not been independently verified. SPACInsider does not
make any guarantee, representation, warranty or undertaking, express or implied, as to the fairness, accuracy, reliability,
completeness, adequacy or appropriateness of any information or comments contained in this Note. Furthermore, the information
may not be current due to, among other things, changes in the financial markets or economic environment. SPACInsider has no
obligation to update any information contained in this Note. Any reference to past performance should not be considered indicative
of future performance. Unless otherwise stated, all views or opinions herein are solely those of the author(s) as of the date of
publication, are subject to change without notice, and are published for the general information of recipients, but are not to be relied
upon as authoritative or taken in substitution for the exercise of judgment by any recipient.
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