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Part | — The Setup

SpaceX IPO Primer | Fundamental Edge

DISCLAIMER — EDUCATIONAL PURPOSES ONLY. This document is prepared by Fundamental Edge for
educational and analytical-framework purposes. It is not investment advice, not a recommendation to buy or
sell any security, and not a solicitation of any kind. Scenario weights, target prices, and trading ideas are
illustrative of a framework, not a forecast. Numbers are sourced from public filings and primary research;
calculation errors are possible and should be independently verified before any investment decision. Readers
should consult their own licensed financial, legal, and tax advisors. The author and Fundamental Edge have no
fiduciary relationship with the reader. Past performance and pattern analogs do not guarantee future results.

LA — Document Identification

SPACEX IPO PRIMER — WHAT A BUY-SIDE PM NEEDS TO KNOW A Fundamental Edge Analytical Showcase
Author: Fundamental Edge | Brett Caughran Date: May 28, 2026 S-1 Filed: May 20, 2026 (SEC EDGAR CIK
0001181412) Target IPO: SPCX | Nasdaq + Nasdaq Texas Pricing: Expected June 11-12, 2026 "Three
businesses, one Musk, $1.75 trillion of expectations."

Document Structure: This primer runs roughly 130 pages and applies the full Fundamental Edge analytical stack
(Focus Five, #1 Thing, Three Layer Cake, What You Have To Believe, Scenario Analysis, and Pattern Recognition) to
the most consequential IPO filing of a generation. This is not an investment recommendation. It is a structured
analytical framework for a buy-side PM to form their own view.

|.B — Executive Summary

Read this section first. A PM who reads only Part | will have the full analytical framework, the key numbers, the
critical variable, the seven bull-case beliefs, the three bear triggers, and the R/R math. Everything in Parts
[I-VIl is the evidence behind what follows here.

1. Headline Framing

SpaceX is filing what will almost certainly be the largest IPO in history. The S-1filed May 20, 2026 does not disclose
the final price or share count (both blanks in the preliminary prospectus), but the target is $1.5-2.0T market cap,
$75-115B in gross proceeds, midpoint $1.75T. Synthetic markets imply ~$2.4T, a 37% premium that is either
genuine investor enthusiasm or illiquid secondary noise. Pricing is expected June 11-12, 2026.

The syndicate is the entire first tier of Wall Street: Goldman Sachs, Morgan Stanley, BofA, Citi, and JPMorgan lead,
with 17 additional banks. Retail allocations flow through Schwab, Fidelity, Robinhood, SoFi, and E*TRADE, an
unprecedented retail distribution mechanism for a mega-cap offering.

What you are buying is a conglomerate. The February 2, 2026 xAl merger (following the March 28, 2025 X merger)
created a tri-segment entity: Space (launch vehicles, Starshield), Connectivity (Starlink broadband, direct-to-cell),
and Al (Grok, X platform, compute infrastructure). Three businesses with three different financial profiles and a
single controlling shareholder, Elon Musk, holding 85.1% of combined voting power via 10:1 Class B leverage. His
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366-day lock-up contains no early release provisions, a structurally positive signal relative to Snowflake and
Palantir.

At $1.75T, the trailing multiples are 94x FY2025 consolidated revenue and 266x FY2025 consolidated Adj EBITDA.
On the only profitable segment, the multiple is 154x FY2025 Connectivity revenue and 396x FY2025 Connectivity
operating income. On our FY2027E base case (~$35B revenue, ~$11.25B Adj EBITDA), forward multiples compress
to ~50x revenue and ~156x Adj EBITDA. The forward case is the only one that supports the price. Trailing and
forward should not be mixed in the same breath.

2. The Three Businesses in 60 Seconds
CONNECTIVITY — 61% of FY2025 Revenue | $11.4B | 36.5% GAAP Op Margin (Q126)

10.3M subscribers at $66/month ARPU, the only profitable segment. ARPU is down 23.3% YoY (Q1'25 $86 - Q1'26
$66), and down 33% from $99 in FY2023. Connectivity Adj EBITDA margin expanded from 41.4% (FY2023) to
64.1% (Q1'26): fixed-cost amortization over a 4.5x subscriber base. Q1'26: $2.087B Adj EBITDA on $3.257B
revenue. The financial foundation of the entire enterprise.

SPACE — 22% of FY2025 Revenue | $4.1B | Operating Loss $(662)M Q126

170 launches in FY2025, more than all other global providers combined in any single year. Falcon 9: 99% + mission
success across 620+ orbital launches; 11 of 12 NSSL missions in FY2025; all five NASA crew and cargo missions.
Adj EBITDA positive through FY2024; Starship R&D ($3.0B FY2025, $3.7B annualized Q1'26 rate) tipped it into the
red. Space is being deliberately impoverished to fund the most consequential aerospace development program
since Apollo. Binary re-rating event: Starship's first commercial launch.

Al — 17% of FY2025 Revenue | $3.2B | Operating Loss $(2,469)M Q126

Created via the February 2026 xAl merger. Four assets: (1) Colossus 1+ 2 — 220,000+ NVIDIA H100/GB200/GB300
GPUs, 1.0 GW nameplate, contracted to Anthropic; (2) Grok — 117M MAU, #1 Chatbot Arena ELO, 1.9% enterprise Al
market share; (3) X platform — 550M MAU, ~$1.8B FY2025 ad revenue (down from $4.5B pre-acquisition); (4)
Cursor option ($60B implied equity, exercisable within 30 days of IPO). The Anthropic Cloud Services Agreement
($1.25B/month July 2026-May 2029, 90-day mutual termination right) transforms near-term Al revenue to ~$15B
annualized but creates the most dangerous single-counterparty dependency in the filing.

3. The Three Things That Move The Stock

A buy-side framework for SpaceX has to hold two ideas at once. The cash flow we can audit today comes
overwhelmingly from one place. The valuation does not.

(1) Near-term evidence — Starlink ARPU x Subscribers. This is the only segment producing material GAAP operating
income today, and it is the variable most likely to move the stock between print dates. It is what a sell-side modeler
would call the #1 Thing.

(2) Terminal-value narrative — Starship and the addressable-market story for low-cost orbital and beyond. Starship
is the only vehicle architected for full reusability at scale and the only credible path to large-mass cislunar, lunar
surface, and Mars-class missions. The buy-side framing for narrative-driven mega-caps treats Starship's
commercial cadence as the variable that justifies whether the multiple expands or compresses, not whether next
quarter's ARPU is $66 or $62. Reference points: SpaceX commercial launch revenue at sustained
$2,000-$5,000/kg vs. Falcon 9 marginal economics; NASA HLS Artemis Ill/IV awards (signed); Department of
Defense Starshield and rapid responsive launch demand.
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(3) Platform Al — xAl / Colossus as the third independent Al-infrastructure platform. The relevant comparables are
not telecom or hardware companies. They are Anthropic (last primary round at ~$900B, secondary-market repriced
above $1T per Nasdaq Private Market and Forge Global activity, May 2026) and OpenAl (targeting ~$852B-$1T per
SpaceX/OpenAl/Anthropic IPO tracker, May 2026). Both trade at large negative GAAP earnings on the strength of
platform-Al narrative: captive compute, hyperscale anchor customers, and the option to be one of two or three
independent foundation-model platforms. SpaceX/xAl has Colossus 1+2 (220,000+ GPUs, 1.0 GW), Grok (#1
Chatbot Arena ELO), and a $15B annualized Anthropic anchor contract. The narrative case for the Al segment is that
it deserves to be valued on the same logic markets are already applying to its closest comparables.

Why this matters for how the stock will trade. Mega-cap narrative names — Tesla through most of 2018-2024,
NVIDIA through 2023-2025, Palantir 2023-2025, Amazon for two decades — spent extended periods trading well
above any conventional DCF or near-term earnings yardstick. The market paid for terminal-value perception, not
for the trailing quarter. SpaceX will trade the same way. Q2'26 ARPU will move the stock for 48 hours. A successful
Starship V3 commercial demonstration, an NSSL Phase 4 sweep, or a meaningful Anthropic contract extension will
move the multiple for a year. Both layers matter. The first is what gets audited each quarter. The second is what
carries the $1.75T multiple.

The near-term lens — Starlink unit economics. The #1 Thing for verification is the compound of Starlink subscribers
x monthly ARPU. Two revenue bases need to be kept straight. The subscriber x ARPU formula captures consumer
subscription revenue only. Full Connectivity segment revenue is materially larger because it includes hardware
sales (Starlink kits), Starlink Business / Maritime / Aviation contracts, U.S. and allied government work (Starshield),
and Direct-to-Cell. Both are useful; they are not interchangeable.

Base Calculation Annualized What it captures
Consumer subscription run-rate 10.3M subs x $66 ARPU $8.16B Subscriber x ARPU only
x 12
Q1'26 segment revenue, $3,257M x 4 $13.03B Full segment (consumer +
annualized hardware + enterprise + gov +

Mobile + Starshield)

Gap $4.87B (~37% of Non-subscription revenue streams
segment)

The EPS sensitivity below is keyed to the consumer subscription base because ARPU x subs is the most visible
quarterly print. Multiples elsewhere in this primer use the full segment. At the $1.75T target market cap, each 5%
sustained movement in ARPU = roughly $400-500M in annualized consumer operating income, which capitalizes to
roughly $20—-30B of equity value at the market's implied 50-60x forward operating-income multiple. That is the
near-term swing factor.

SUBSCRIBERS ARPU OPERATING MARGIN

10.3M $66/month 36.5% Q126 GAAP

+106% YoY (vs. 5.0M Q1'25) -23.3% YoY (vs. $86 Q1'25) 64.1% Adj EBITDA margin
Question: can 25M+ by 2027 offset Question: does this floor above $60, or Scale flywheel intact. Each new sub
what happens to ARPU? settle at $45-$55? adds ~50% incremental margin.

Source: SpaceX S-1, May 2026 (line ~2535)

The ARPU trajectory is the near-term bull/bear verifier, not the whole investment debate. The $66 Q1'26 ARPU is
down 23.3% YoY from $86 in Q1'25, and down 33% from the $99 FY2023 starting point. (The FY2025 full-year
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average was $81; comparing an annual average to a single quarter mixes timeframes and overstates the
step-down.) Bear interpretation: structural mix-shift as emerging-market subscriber additions (priced at
$15-40/month) permanently reset blended ARPU toward $45-55. Bull interpretation: the Q1'26 step-down reflects
aggressive promotional pricing to capture a subscriber cohort that will churn to higher tiers; enterprise, maritime,
and aviation (growing proportionally faster at $1,000-50,000+/month) will floor blended ARPU above $65. The
verdict arrives in Q2'26 results. None of that resolves the Space or Al narrative — those compound or break on
their own timelines.

4. What You Have To Believe

FE WYHTB framework: make the conditional beliefs explicit and falsifiable. Bull case at $2.5T+ requires all
seven simultaneously. Bear case at $800B-$1T requires only two or three.

For the bull case ($2.5T+) you must believe:

1. Starlink reaches 25M+ subscribers by 2027 with ARPU stabilizing above $70. From 10.3M (Q1'26), this requires
~2.1M net new subscribers per quarter, 50% above the Q1'26 run-rate, sustained for seven quarters. ARPU
holding above $70 requires enterprise and aviation mix to outpace emerging-market consumer dilution.

2. The Anthropic contract runs to May 2029 and is renewed or replaced. At $1.25B/month, Anthropic represents
~$15B in annualized Al revenue from a single customer who can walk with 90 days' notice and who
simultaneously has AWS ($100B+ commitment), Google (5 GW), and Azure as alternative compute sources
scaling in 2026-2027.

3. Starship achieves commercial operations by 2027. The vehicle has now completed 12 integrated test flights
(IFT-12, May 22, 2026 was the first V3/Raptor 3/Pad 2 flight; 22 Starlink simulator satellites deployed, but the
Super Heavy booster lost 3 Raptor engines at liftoff and the FAA declared a mishap on May 27, ordering SpaceX
to pause further test launches until the investigation closes). Operational cadence by 2027 requires ~12-18
months from present testing phase to first commercial mission, aggressive but within the FAA-authorized 25
launches/year from Boca Chica and 44/year from LC-39A.

4. The Al segment reaches operating profitability by 2028. This requires Anthropic at full ramp ($3.75B/quarter), at
least one additional named hyperscale compute customer, Grok revenue growing from the current 1.9%
enterprise market share, and Al R&D stabilizing as Colossus 2 construction completes.

5. The Cursor option is exercised at favorable terms and the team is retained. At $60B implied equity value against
$2.55B in net assets, the implied goodwill is $57.5B, a bet that Cursor's ~$2B ARR and developer user base
survive integration. The $10B kill fee makes non-exercise costly; exercise is effectively forced unless the
post-IPO stock price collapses.

6. Capital markets remain supportive of long-duration capex cycles. SpaceX's $20B bridge loan matures
September 2, 2027. The multi-year Al capex cycle ($31B annualized at Q1'26 rate, expected to normalize as
Colossus 2 construction completes) requires sustained debt market access and equity market confidence in the
Anthropic contract return.

7. NSSL Phase 4 awards (post-2030) skew heavily to SpaceX. Phase 3 is contracted. Phase 4, the next generation
of national security launch, will be the most competitive procurement in NSSL history. SpaceX >50% Phase 4
allocation adds $10B+ to the late-2020s launch backlog and sustains Space segment revenue without price
concessions.

For the bear case ($800B-$1T), only two or three of the following need to materialize:

e ARPU continues to compress materially through 2027 (structural reset confirmed rather than promotional)

FUNDAMENTAL EDGE - SPACEX IPO PRIMER - MAY 2026 9



v EBIEI;EAMENTAL SpaceX IPO Primer THE SETUP

e Anthropic terminates with 90-day notice as AWS Rainier and Google's 5 GW compute come online in H2'26
« Starship commercial operations slip to 2028-2029 (Space segment burns $4M/day in R&D with zero vehicle
revenue)

Any two of these three destroys the Connectivity-funds-everything model and creates a cumulative cash burn
problem the IPO proceeds cannot bridge at $75-95B net.

5. The R/R Math

At $1.75T, the Fundamental Edge probability-weighted return analysis produces a negative expected value of
approximately -5.75%:

Scenario Probability 1-Year Return PW Contribution
Bull ($2.5T+) 20% +40% +8.0%

Base ($1.75T) 55% 0% 0.0%

Bear ($800B-$1T) 25% -55% -13.75%

Total 100% -5.75%

The R/R ratio at $1.75T entry: 0.73x (Bull:Bear). This is not because SpaceX is a poor business. It is because $1.75T
fully or over-reflects the base case, and the asymmetry of the scenario distribution (bear outcome is -55%; bull is
only +40%) works against the buyer at this price.

The math improves materially at $1.5T. At $1.5T entry, bull-case return rises to +67% and PW return reaches
approximately +11%, the first entry point where the scenario weights produce a positive expected return.

At $1.75T, the framework produces a roughly -6% probability-weighted return under our scenario weights,
and the modeled asymmetry favors short positioning on first material fundamental weakness. Below ~$1.5T,
the PW return turns positive under the same weights and a long becomes the cleaner expression. Between
$1.5T and $1.75T is a zone that requires a specific variant view on ARPU stabilization or Anthropic contract
durability to justify allocation. None of the above is a recommendation; it is a framework keyed to the model's
scenario weights.

At $1.75T and 12.5B basic shares, the implied IPO price is approximately $140 per share. The 2D sensitivity table in
Part IV shows that the $1.75T entry price requires $35B FY2027 revenue at a 50x EV/Revenue multiple, or $50B
FY2027 revenue at a 35x multiple, to maintain value. Both scenarios demand simultaneous execution across all
three segments that the WYHTB analysis categorizes as demanding.

One important caveat on the framework. A probability-weighted return model is a tool for pricing discipline, not a
prediction of how the stock will trade. Narrative-driven mega-caps trade above DCF and above conventional
probability-weighted yardsticks for extended periods when the terminal-value story is compounding. Tesla traded
above any reasonable trailing-earnings anchor for most of 2019-2024. NVIDIA traded at forward multiples that
conventional models could not justify through 2023-2025. Anthropic and OpenAl each carry private valuations near
$900B-$1T on negative GAAP earnings and on the strength of platform narrative. The base case in this primer
assumes a normalization toward conventional multiples; the bull case assumes Space and Al narrative carries the
multiple regardless. The framework is the floor for a position-sizing decision, not a ceiling on the stock.
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6. Calibrated Probabilities: The First Year

These probability ranges are derived from 10 structural comparable IPOs (Aramco, Alibaba, Meta, Snowflake,
Rivian, ARM, CoreWeave, Tesla, Palantir, Reddit) and 40 years of peer-reviewed IPO research. Full methodology in

Part V.
Event Probability
Day-1pop 0-10% ("botched" like Meta 2012) 15%
Day-1pop 10-25% (base case) 45%
Day-1 pop 25-50% (Snowflake/Reddit level) 30%
Day-1pop >50% 10%

Day-1midpoint estimate —
30-day return =

1-year return at $1.75T pricing —

Probability of >30% drawdown in Year 1 45%
S&P 500 inclusion by EOY 2028 20%
S&P 500 inclusion by EQY 2030 55%

Two lock-up cliffs to position around, both on the calendar:

Basis

IPO priced at/above fair value; no underpricing
cushion

Normalized underpricing for large-cap issue
Offer revised sharply above range; retail frenzy
No large-cap precedent in modern era
~20-25%

-5% to +15% (wide dispersion)

-45% to +40% (midpoint near 0%)

8 of 10 comps experienced >20% peak-to-trough
within Year 1

Requires 4 consecutive GAAP-profitable quarters;
FY2025 GAAP net loss was $(4.9)B

More achievable as Al capex cycle matures

e December 2026 (~180 days): Company lock-up expires for non-Musk insiders. Progressive tiered releases begin
at Q2'26 earnings (20% release), with additional tranches at trading days 70/90/105/120/135 (7% each), 28% at
Q3'26 earnings, remainder at day 180. The Q2'26 earnings gate is the most important near-term supply event: it

ties the release rate to operational delivery.

» June 2027 (~366 days): Musk's lock-up expires. His ~37% economic ownership at $1.75T implies $100B+ in
shares theoretically available to sell for the first time. He has stated no intention to sell, but the market will price
the optionality of that supply. Expect short interest to build 60-90 days before the June 2027 expiry. Critically,
the S-1is explicit: no early release provisions govern Musk's lock-up. This is a stronger governance signal than
Snowflake (where Salesforce and Berkshire were given modified terms) and Palantir (earnings-triggered

release).

.C — The Offering: Key Terms

Offering Terms

Term Detail

Filing S-1filed May 20, 2026 (SEC EDGAR CIK 0001181412)

Pricing Expected June 11-12, 2026

FUNDAMENTAL EDGE - SPACEX IPO PRIMER - MAY 2026
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Term Detail

Ticker SPCX

Listings Nasdaq Global Select Market + Nasdaq Texas

Gross Proceeds $75B (Daloopa) — $115B (Kubin model); midpoint ~$95B

Target Market Cap $1.5T-$2.0T range; synthetic markets ~$2.4T; point estimate $1.75T
Implied IPO Price ~$140 per share (12.5B basic shares at $1.75T)

Basic Shares (pro forma) 12.52B (post 5-for-1 split, preferred conversion, Class C reclassification)
Fully Diluted Shares ~15.7B (including performance RSUs, options, post-offering)

Stock Split 5-for-1forward split effective May 4, 2026

Class A 1 vote/share; listed publicly

Class B 10 votes/share; elect 51% of board; held primarily by Musk

Class C 0 votes; reclassified into Class A prior to offering

Musk Voting Control 85.1% of combined voting power pre-IPO (93.6% of Class B)
Company Lock-Up 180 days; tiered early releases starting at Q2'26 earnings

Musk Lock-Up 366 days — NO early release provisions

Directed Share Program Retail participants NOT subject to any lock-up

Lead Underwriters Goldman Sachs, Morgan Stanley, BofA Securities, Citi, JPMorgan
Co-Managers Barclays, Deutsche Bank, RBC, UBS, Wells Fargo + 12 others

Retail Distribution Charles Schwab, Fidelity, Robinhood, SoFi, EXTRADE

Use of Proceeds Must apply net proceeds to $20B Bridge Loan within 6 months
Bridge Loan $20B; matures September 2, 2027 (extendable to March 2028)
Corporate Structure Texas Public Benefit Corporation; reincorporated February 14, 2024
Registered Address 1 Rocket Road, Starbase, Texas 78521

Leverage Covenant Consolidated Leverage Ratio = 3.75x (step-up to 4.25x for qualifying

acquisitions)

Source: SpaceX S-1, May 2026, lines ~754, ~4841, ~17050, ~17090, ~17250, ~10282

Commentary on the Terms
Texas PBOC: The Unprecedented Structure

SpaceX is incorporated as a Texas Public Benefit Corporation, a structure without precedent for a mega-cap IPO.
Every comparably sized technology and industrial listing in history has been a Delaware C-corporation. The Texas
Business Organizations Code (TBOC) differs from Delaware in three important ways for public shareholders: (1)
mandatory arbitration of shareholder disputes — lawsuits must be pursued in arbitration rather than Delaware
Chancery Court, removing the most shareholder-friendly judicial forum in U.S. corporate law; (2) a 3% ownership
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threshold to bring derivative suits — substantially higher than Delaware's contemporaneous-ownership standard;
and (3) a Texas forum selection clause requiring any non-arbitrable disputes to be litigated in Texas courts rather
than Delaware. The effect is a significant reduction in the practical ability of minority shareholders to challenge
board decisions or related-party transactions. Combined with Musk's 85.1% voting control, the Texas PBOC
structure creates a governance environment where minority shareholders have fewer legal tools than in any prior
mega-cap IPO.

The 366-Day Musk Lock-Up: A Signal Worth Reading

Musk's 366-day lock-up, one day longer than a standard calendar year, contains no early release provisions, a
feature explicitly disclosed at S-1line ~17255: "Our Founder is not party to any of the early release provisions
during the extended lock-up period." This is structurally better than Snowflake (2020), where early release was
negotiated for select holders, and Palantir (2020), where an earnings-triggered release allowed insiders to sell
within months of listing. For buy-side PMs, the clean 366-day commitment provides a predictable supply calendar:
no Musk supply event before approximately June 2027. Position sizing should treat June 2027 as a hard risk event
on the calendar, not a soft lockup-expiry that may arrive early.

Bridge Loan Repayment: The IPO Is Not Optional

The $20B SpaceX Bridge Loan (March 2026, SOFR + 0.75-1.75%, maturing September 2, 2027) carries a covenant
requiring SpaceX to apply net IPO proceeds to loan repayment within six months of closing. At a $75B gross raise
with a 7% underwriting discount (~$70B net), bridge loan repayment ($20B) consumes roughly 29% of net
proceeds before SpaceX has discretionary use of the remainder. At a $115B gross raise (~$107B net), the bridge
loan repayment is 19% of net proceeds. In either scenario, a meaningful portion of the largest IPO in history is
earmarked for debt repayment. This IPO is not an opportunistic exit or a strategic timing decision: it is a financial
necessity driven by a debt maturity wall.

Nasdaq Texas: Liquidity Dynamics Unknown

SPCX will list on both the Nasdaq Global Select Market and the newly established Nasdaq Texas exchange. Nasdaq
Texas is a relatively new venue with limited trading history and an untested liquidity profile for mega-cap securities.
The dual listing provides geographic redundancy and may be a political signal (Texas incorporation, Texas listing),
but institutional investors should note that Nasdaq Texas's order book depth, market maker participation, and
bid-ask spread dynamics at SPCX's expected dollar volume are unknowns. Initial trading will likely concentrate on
the primary Nasdaq Global Select Market venue.

Multi-Class Voting: Extreme but Not Novel

A 10:1 Class B:A voting ratio at 85.1% economic and voting concentration is the most extreme governance structure
among major public company precedents. Meta/Facebook (Zuckerberg ~57% at IPO), Alphabet (Brin/Page via
Class B), and Palantir (Class F super-voting) all established that institutional investors will accept extreme
governance concentration when the narrative return is large enough. Gompers, Ishii & Metrick (2010) document a
governance discount of 5-15% for companies with large voting/cash-flow wedges, a finding explicitly embedded in
the bear-case scenario analysis. For SpaceX specifically: the governance structure is not the primary risk.
Execution is. The governance structure determines who makes execution decisions if things go wrong. With 85.1%
voting control and no effective minority-shareholder override mechanism, the answer is unambiguous: Musk
decides, and there is no institutional recourse.

FUNDAMENTAL EDGE - SPACEX IPO PRIMER - MAY 2026 13


https://www.spacex.com

FUNDAMENTAL .
‘ ELDJGE SpaceX IPO Primer THE SETUP

|.D — How to Read This Document

This primer serves two types of readers: the PM who needs the full investment framework in 30 minutes, and the
analyst who wants to stress-test every assumption with primary source references.

Part | (This Section): The hook and orientation. If you read nothing else, Part | gives you the investment decision
framework: the headline, the three businesses, the Three Things That Move The Stock (near-term verifier +
terminal-value narrative + platform-Al narrative), the seven bull beliefs, the bear triggers, the R/R math, and the
calibrated probabilities.

Parts II-lll: What You're Investing In. Part Il covers industry foundations: launch economics, satellite broadband
dynamics, Al infrastructure market context. Part lll delivers segment deep dives: Space (launch vehicles, Starshield,
Starship development economics), Connectivity (subscriber unit economics, ARPU anatomy, competitive threats
from Kuiper/AST), and Al (Anthropic contract mechanics, Grok competitive position, X platform value, Cursor option
math).

Part IV: The FE Analytical Stack. The methodology showcase: (1) Focus Five Quality Assessment (B+ composite: A+
terminal value perception, F capital intensity); (2) The Three Things That Move The Stock — ARPU verifier with
5-scenario FY2027 EPS sensitivity, Starship narrative as multiple driver, platform-Al narrative benchmarked to
Anthropic/OpenAl; (3) Management Three Layer Cake (81/100, with Al culture crisis quantified); (4) WYHTB: seven
bull beliefs and seven bear conditions, each falsifiable; (5) Bull/Base/Bear scenarios with 2D EV/Revenue
sensitivity.

Part V: Pattern Recognition. 10 comparable IPOs across five clusters, plus 18 peer-reviewed academic papers on
IPO underperformance, lock-up expiry effects, dual-class governance discounts, index inclusion mechanics,
conglomerate discounts, and the founder-CEO premium. Integrated trading framework across five time horizons.

Part VI: IPO-Day and Year-One Playbook. Sizing guidance, lock-up positioning calendar, Q2/Q3'26 news flow watch
items, and exact falsification triggers requiring immediate exit.

Part VII: Appendix + Glossary. Model assumptions, comp data, academic citations with DOIs, FE terminology.

The Document's Purpose: This is an analytical framework, not an investment recommendation. The
Fundamental Edge team does not have a variant view on SpaceX as of the filing date. We have not determined
whether the IPO represents a long, a short, or a pass. The goal is to equip the reader with the structured
thinking to form their own view. The seven bull beliefs are not predictions. The three bear triggers are not
certainties. The R/R math at $1.75T is a signal about price, not a verdict about quality. SpaceX is a B+ quality
business (FE composite) at a price that demands A-quality execution from all three segments simultaneously.
Whether you believe that is achievable is the investment decision.

Part | Word Count Summary

Section Approximate Word Count

I.A— Cover Page ~130 words
|.B — Executive Summary ~2,030 words
I.C — The Offering: Key Terms ~1,000 words
I.D — How to Read This Document ~470 words
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Section Approximate Word Count

Total ~3,630 words

Key Statements That Anchor the Remainder of the Primer

The following statements in Part | are the load-bearing analytical conclusions that Parts 1I-VII exist to support or
challenge:

1. "The stock has three drivers, not one: ARPU x Subscribers as the near-term verifier, Starship cadence as the
terminal-value narrative, and xAl/Colossus as the platform-Al narrative” — established in I.B Section 3;
stress-tested in Part IV.B.

2. "At $1.75T, the probability-weighted return is -5.75%; at $1.5T it is +11%" — the FE valuation conclusion from Part

IV.E, referenced here in compressed form.

3. "The Anthropic 90-day termination clause is the most operationally dangerous provision in the S-1" —
established here; detailed in Part lll.C (Al segment) and Part IV.D (WYHTB Bear Case #2).

4. "Musk's 366-day lock-up with no early release is a positive signal vs. precedent" — referenced here;
benchmarked against Snowflake, Palantir, and CoreWeave in Part V.A.

5. "The Texas PBOC structure creates a governance environment where minority shareholders have fewer legal

tools than in any prior mega-cap IPO" — flagged here; detailed in Part Il (industry/governance foundations) and

Part IV.C (management).

7. "The $10B Cursor kill fee makes non-exercise effectively forced" — introduced here; mechanics detailed in Part

III.C and Part IV.D (WYHTB Bull Case #5).

Part | complete. Continue to Part Il — Industry Foundations for the competitive and market context behind each
segment.

Sources: SpaceX S-1(May 20, 2026): all financial figures, offering terms, lock-up provisions, and operating metrics

cited to specific S-1lines in the extraction at
/ hone/ user / wor kspace/ spacex_pri mer/sources/sl/sl_extraction. nd. Comparable IPO data from Part V
pattern recognition (Snowflake press release, Palantir CNBC, CoreWeave press release). Governance research

from Gompers, Ishii & Metrick (2010). IPO probability framework from Ritter (2024 statistics) and State Street Global

Advisors (2026).

FUNDAMENTAL EDGE - SPACEX IPO PRIMER - MAY 2026

15


https://www.spacex.com
https://www.snowflake.com/en/news/press-releases/snowflake-announces-pricing-of-initial-public-offering/
https://www.cnbc.com/2020/09/29/palantir-direct-listing-reference-price-7point25-says-nyse.html
https://investors.coreweave.com/news/news-details/2025/CoreWeave-Announces-Pricing-of-Initial-Public-Offering/default.aspx
https://doi.org/10.1093/rfs/hhp024
https://site.warrington.ufl.edu/ritter/files/IPOs-long-run-returns-on-IPOs.pdf
https://www.ssga.com/us/en/institutional/insights/mega-cap-ipos-implications-for-institutional-investors-and-index-managers
https://www.ssga.com/us/en/institutional/insights/mega-cap-ipos-implications-for-institutional-investors-and-index-managers

FUNDAMENTAL .
‘ EBGE SpaceX IPO Primer THE SETUP

FUNDAMENTAL EDGE - SPACEX IPO PRIMER - MAY 2026 16



PART Il

Industry Foundations

Launch - Satellite Broadband - Frontier Al

4



FUNDAMENTAL .
‘V ELDJG.E SpaceX IPO Primer INDUSTRY FOUNDATIONS

Part Il — Industry Foundations

SpaceX IPO Primer | Fundamental Edge | Brett Caughran For buy-side use only. No investment
recommendation.

LA — Launch Industry Primer

The Structural Transformation of Launch Economics

The commercial launch industry is among the most capital-intensive and technically demanding industries in the
global economy. It is also one of the most transformed. Between 1990 and 2010, the cost of reaching low Earth orbit
(LEO) had barely budged from roughly $10,000-$20,000 per kilogram, a function of exclusively expendable
rockets, limited competition, and government-dominated demand. SpaceX's reusability breakthrough collapsed
that number by an order of magnitude. Starship threatens to collapse it again.

Cost-per-kg history, 1981->2026:

Vehicle / Era $/kg to LEO Notes

Space Shuttle (~1981-2011) ~$54,500/kg Program cost ~$1.5B/launch; 27,500 kg payload
Ariane 5G (pre-SpaceX) ~$9,167/kg Expendable; European government-backed
Proton (Russian) ~$4,320/kg Now commercially foreclosed (sanctions)
Falcon 9 listed (expendable) ~$2,720/kg $67M list price / 22,800 kg LEO

Falcon 9 (reused, internal) ~$660-$1,600/kg Estimated $15-28M internal cost

Starship (target, full reuse) ~$94-200/kg near-term $10/kg aspirational long-run

Sources: NASA Technical Report 2018; AEl "Moore's Law Meet Musk's Law" (2024); NextBigFuture (January 2025)

The economic mechanism is straightforward: a Falcon 9 first stage (the "booster") costs roughly $30-35 million to
manufacture. Expended once, its per-launch contribution to cost is ~$30-35M. Reflown 20 times, it contributes
~$1.5-1.75M per flight. The second stage (~$12M) and propellant (~$300K) are paid every launch, creating a cost
floor that no competitor with a shorter reuse cycle can undercut at SpaceX's launch rate. The SpaceX COO has
stated publicly that each second stage costs $12 million, establishing the irreducible per-launch cost for a
non-upper-stage-recovering vehicle.

The cadence flywheel: Reusability is only economically decisive above a critical launch frequency. A 2021 academic
study (Lionnet & Cuellar, published in Intereconomics 2025) found that at fewer than 6-9 launches per year at
$50-110M per mission, the refurbishment investment is not economically justified. Fixed cost amortization is
insufficient. SpaceX solved this chicken-and-egg problem by creating its own demand: Starlink required 100+
Falcon 9 launches per year, guaranteeing the cadence that makes reusability decisive. By 2025, SpaceX was
executing 170 total launches per year, roughly 3+ per week, spreading fixed launch infrastructure costs (pads,
drone ships, ground crews) across a volume no competitor can approach.
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Global Launch Market Structure

Market size: The global commercial space launch services market was valued at approximately $5.7 billion in 2025,
projected to reach $6.6 billion in 2026 and $12.8 billion by 2034 at an 8.7% CAGR. Note: this commercial launch
revenue figure excludes internal SpaceX Starlink launches; SpaceX's own reported Space segment revenue
(including government and commercial external customers) was $4.1 billion in FY2025 per the S-1. The full
economic value of orbital launch, including internal deployments, is significantly larger.

Government vs. commercial split: By volume, commercial satellites now exceed government payloads in orbital
count. In value terms, however, institutional customers (NASA, DoD, NRO) still account for approximately 80% of
launch and manufacturing spending (ESA Space Economy Report 2024), reflecting the high per-mission dollar
value of government payloads. Commercial LEO constellations (Starlink, Kuiper, OneWeb) dominate launch count
and mass.

Global orbital launch cadence:

Year Total Orbital Attempts SpaceX Count SpaceX Market Share
2020 ~114 25 64%
2022  ~186 57 72%
2023  ~212 92 80%
2024  ~261 130 84%
2025  ~350+ 170 82%

Sources: Wikipedia "2024 in Spaceflight"; Herald Online (January 2026); BryceTech Q2 2025

Mass-to-orbit is the decisive metric. SpaceX's Falcon 9 is a medium-heavy vehicle; most Chinese and other
competitors fly small-lift rockets. SpaceX delivered 84 % of all satellite mass to orbit in 2024 and approximately
87% in 2023. Even excluding all internal Starlink launches, SpaceX held 46% of external customer mass to orbit,
meaning roughly half the external commercial market even with Starlink stripped out.

Competitive Landscape: Who Can Challenge SpaceX?

United Launch Alliance (ULA) — Vulcan Centaur: ULA is the Boeing/Lockheed Martin 50/50 JV formed in 20086. Its
new vehicle, Vulcan Centaur, achieved its first launch January 8, 2024 and received NSSL certification March 26,
2025 after a 52-criterion evaluation. However, Vulcan's fourth launch (February 2026) suffered an SRB
malfunction, prompting a Space Force pause on NSSL Vulcan missions. Vulcan is fully expendable (no booster
recovery), making cost competitiveness structurally dependent on NSSL contract volume rather than economics.
ULA received ~$5.4 billion in NSSL Phase 3 Lane 2 contracts (19 missions), a government-mandated market share
allocation rather than a market-driven win.

Blue Origin — New Glenn: Blue Origin (Bezos) made New Glenn's debut January 16, 2025. The vehicle reached orbit
but first-stage recovery failed. It received ~$2.4 billion in NSSL Phase 3 Lane 2 contracts (7 missions), starting
Order Year 2 (FY26+). New Glenn is partially reusable (first stage recovery intended but not yet demonstrated
consistently). Blue Origin also holds a $3.4 billion NASA HLS contract for the Blue Moon lunar lander. Competitive
position: nascent, not yet proven at scale.

Rocket Lab (RKLB) — Electron + Neutron: Electron is the leading small-lift vehicle (~300 kg to LEQ), with 15 launches
in 2024 and 20 in 2025. Despite respectable cadence, its mass-to-orbit share is trivial relative to Falcon 9. Neutron,
Rocket Lab's medium-lift reusable entrant (~13,000 kg to LEO), has been repeatedly delayed, now targeting first
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launch Q4 2026. Rocket Lab was on-ramped to NSSL Phase 3 Lane 1in March 2025, alongside Stoke Space.
Neutron's commercial viability as a Falcon 9 competitor remains unproven.

Arianespace (Europe) — Ariane 6: Europe's heavy-lift successor to the Ariane 5 (retired 2023) flew its inaugural
mission July 9, 2024, achieving partial success. Arianespace conducted 7 launches in 2025. Ariane 6 is expendable
and high-cost vs. Falcon 9. It cannot compete economically without continued ESA governmental support and
captive European government payloads. European commercial customers have migrated to SpaceX.

Russia (Roscosmos): Sanctions following the 2022 Ukraine invasion have commercially foreclosed Russia for
Western payloads. OneWeb lost six planned Soyuz launches in 2022; the market never returned. Russia flew 15-18
orbital missions in 2024, primarily domestic military and government payloads. Angara A5 flew April 2024 but
Western commercial access is politically foreclosed.

China (CASC/CASIC + commercial): China broke its own orbital record with 68 successful launches in 2024 and 70
by November 2025, its Long March family offering a comprehensive range. Commercial Chinese operators
(LandSpace Zhuque-2, Space Pioneer, Galactic Energy) are growing. ITAR/EAR export controls preclude Chinese
vehicles from carrying U.S. or most Western commercial payloads. China's cadence is a national security
competition, not a commercial launch market competitor for Western customers.

India (ISRO/IN-SPACe): India's Space Policy 2023 encourages private sector launch participation; ISRO's PSLV and
GSLV provide reliable small-to-medium lift. Not yet a commercial global competitor but growing.

Competitive landscape summary:

Provider Vehicle 2025 Recovery Status
Launches
SpaceX (US) Falcon 9/Heavy 170 Booster RTLS/drone ship Dominant
China CASC Long March family ~70 Expendable Domestic/Belt-Road
Blue Origin (US) New Glenn ~2 st stage recovery (developing) Early-stage
Rocket Lab (US/NZ) Electron 20 None Small-lift only
Arianespace (EU) Ariane 6 7 Expendable Recovering
ISRO (India) PSLV/GSLV ~8 Expendable Government-led

Falcon 9 Economics: The Reusability Flywheel in Detail

Falcon 9 has completed over 530 successful booster landings and 540+ launches on flight-proven boosters as of

the S-1filing. Some individual boosters have been reflown 20+ times. The economic structure:

 Fixed cost per flight (unavoidable): Second stage ($12M) + propellant (~$300K) + ground operations

 Variable cost per flight (declining with reuse): Booster amortization ($30M + N reflights) + refurbishment

e At 20 reflights: Booster contribution falls to ~$1.5M, making total cost of a Falcon 9 mission approximately
$13-15M vs. $67M list price

Fairing recovery (the nose cone protecting the payload, ~$6M replacement cost) is accomplished by catching both
halves with drone ships or net-equipped vessels, eliminating ~$6M per flight. SpaceX now recovers both fairing
halves on the vast majority of missions.

The booster record: As of Q1 2026, the S-1discloses SpaceX's Falcon 9 booster fleet has 99% + mission success
rate across ~620 total orbital launches. In FY2025, SpaceX launched 170 total missions, delivering 2,213 metric tons
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to orbit, the most mass any launch provider has placed in orbit in a single year, by a wide margin.

Starship: The Architecture That Changes Everything

Design overview: Starship is a two-stage, fully-reusable orbital launch system. The Super Heavy booster (33 Raptor
methane-liquid oxygen engines, ~70M Ibs of thrust) and the Starship upper stage (6 Raptor engines in
vacuum-optimized configuration) are both designed for full reuse. The vehicle uses methane (LCH4) and liquid
oxygen (LOX), "methalox," chosen because methane can theoretically be synthesized on Mars from CO, and water,
making Starship the only vehicle designed for in-situ propellant production for the Mars mission.

Performance envelope vs. current vehicles:

Metric Falcon 9 (reusable) Falcon Heavy (reusable) Starship (target)

Payload to LEO 17.5 mt 27 mt 100+ mt (V3), 200+ mt (V4+)
Payload to LEO (expendable) 22.8 mt 63.8 mt 250-300 mt

Listed price $67M $97M+ Not yet set

Sources: Wikipedia "Falcon 9"; SpaceX Starship page; SpaceX S-1 (via BitMEX IPO Guide)

Cost trajectory: SpaceX quotes the historical average launch cost per kg at $18,500 (from NASA); the S-1 states
SpaceX "believes that Starship can eventually reduce the cost to reach orbit by 99% or more." At 6 full reuses and
200-ton payloads, independent analysis suggests $94/kg; at 20 reuses, ~$33/kg. Musk's aspirational target is
$10/kg, implying $1.5M total launch cost at full operation.

Development cost: The Starship program has consumed more than $15 billion in total project cost, including $3B+ in
Starbase facility and approximately $4M/day in ongoing program costs per a 2024 SpaceX legal filing. For
comparison, NASA's SLS cost ~$23.8 billion to develop and has flown once; Starship has flown 12 times in test
configuration.

Test flight milestones: The critical inflection was IFT-5 (October 13, 2024), when the Super Heavy booster was
mechanically caught by the "Mechazilla" launch tower arms, a world first, demonstrating the feasibility of rapid
reuse without landing legs, potentially enabling launch-to-relaunch cycles measured in hours. IFT-10 (August 2025)
achieved the first Starlink satellite deployment from Starship; IFT-11 (October 2025) demonstrated full mission
profile through re-entry with minimal heat damage.

FAA authorization: The FAA authorized 25 Starship launches per year from Boca Chica (May 2025), a 5x increase
from the prior 5/year limit. The Kennedy Space Center EIS (completed February 6, 2026) analyzed up to 44 annual
Starship launches from LC-39A, a license not yet formally issued. If both sites reach authorized capacity, total
Starship cadence could reach 69 launches per year.

Government Customer Concentration: The Anchor Revenue Base

SpaceX's launch segment revenue is substantially backstopped by U.S. government contracts. In 2025, SpaceX
launched 11 of 12 NSSL medium/heavy missions and all 5 U.S. crew/cargo missions to ISS, a near-monopoly on U.S.
national security and human spaceflight.

NASA contracts (active through 2030s):

» Commercial Crew (CCtCap): Total contract value through Crew 14: $4.93 billion at $72M/seat for later missions.
Boeing Starliner's March 2025 crew return failure on Crew Dragon and subsequent contract modification leave
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SpaceX as the sole U.S. crewed vehicle for the foreseeable future.

e CRS Cargo (CRS-2): Up to 15 SpaceX missions under a $14 billion ceiling contract (all providers combined).

e HLS (Starship): $2.89B Option A + $1.15B Option B = $4.04B for Artemis Ill/IV crewed lunar landing. NASA OIG
(March 2026) noted SpaceX HLS cost overruns of only 6%, strong execution relative to program norms.

» NASA Science (Falcon Heavy): Psyche ($117M), Europa Clipper ($178M), Roman Space Telescope ($255M),
Dragonfly ($256.6M), cumulatively over $800M in fixed-price task orders.

e Gateway (PPE/HALO): $331.8M Falcon Heavy launch.
DoD/Space Force contracts:

» NSSL Phase 2: SpaceX ceiling reached $4.0 billion (22 missions, FY2022-2027) after July 2024 modification.
e NSSL Phase 3 Lane 1: Part of $5.6B multi-award IDIQ; SpaceX has received $734M (Oct 2024) + $739M (Jan
2026) in task orders.

e NSSL Phase 3 Lane 2: $5.924 billion, 28 missions, FY2027-2032, SpaceX at ~60% of the highest-value national
security manifest.

NRO/Starshield: The most strategically sensitive revenue. Reuters (March 2024) and the WSJ (February 2024)
reported a $1.8 billion classified NRO contract for a proliferated surveillance satellite architecture, hundreds of small
imaging satellites operating as a swarm in LEO. NRO missions began deploying operationally in May 2024
(NROL-146); as of May 2025, at least 183 Starshield satellites have launched. The NRO did not deny the contract.
SpaceX's internal documents, reviewed by the WSJ, showed it was expected to "become an important part of the
revenue mix." A separate Starshield communications contract (September 2023) has a program ceiling of up to
$900 million for proliferated LEO satellite communications. This government deepening, from launch provider to
satellite manufacturer to classified intelligence infrastructure provider, represents a qualitative change in SpaceX's
strategic position.

Total government contract backlog: The S-1discloses a $27.6 billion backlog as of March 31, 2026, of which $13.2B
is recognized as deferred revenue. ~36% is expected to convert within one year; ~46% between one and three
years.

The Competitive Moat: What Is Defensible vs. What Is Commoditizing
Defensible advantages:

1. Manufacturing cadence at scale: SpaceX's Hawthorne, CA factory produces Falcon 9s at a rate no competitor
approaches. Learning curve effects compound; each launch teaches manufacturing improvements that reduce
per-unit cost.

2. Vertical integration: SpaceX makes its own engines (Merlin, Raptor), avionics, structures, and software. It has no
single-source supply chain vulnerability that a competitor could disrupt.

3. Internal demand (Starlink): Approximately two-thirds of Falcon 9 launches are Starlink deployments,
self-generated demand that guarantees cadence independent of the commercial market.

4. Government relationship depth: 24+ years of accumulated mission heritage, ITAR clearances, classified
program access, and demonstrated reliability create switching costs for DoD/NRO that are functionally
insurmountable in the near term.

5. Starship option value: No competitor has an equivalent in development. Starship's payload volume (~1,000 m?)
enables spacecraft designs physically impossible on any other vehicle, a category-creating advantage if
operationalized.

Commoditizing dynamics:

FUNDAMENTAL EDGE - SPACEX IPO PRIMER - MAY 2026 22


https://www.nasa.gov/news-release/nasa-awards-international-space-station-cargo-transport-contracts/
https://en.wikipedia.org/wiki/Starship_HLS
https://en.wikipedia.org/wiki/Starship_HLS
https://www.nasa.gov/news-release/nasa-awards-contract-to-launch-initial-elements-for-nasas-gateway-lunar-outpost/
https://www.govconwire.com/articles/ula-spacex-book-1-8b-in-space-force-contract-modifications-under-nssl-phase-2-contract
https://www.govconwire.com/articles/spacex-739m-ussf-nssl-phase-3-lane-1-launches
https://www.govconwire.com/articles/spacex-739m-ussf-nssl-phase-3-lane-1-launches
https://www.spaceforce.mil/News/Article-Display/Article/4146459/
https://www.reuters.com/technology/space/musks-spacex-is-building-spy-satellite-network-us-intelligence-agency-sources-2024-03-16/
https://en.wikipedia.org/wiki/SpaceX_Starshield
https://www.bitmex.com/blog/spacex-ipo-guide
https://www.reddit.com/r/SpaceXLounge/comments/1mbmr39/

FUNDAMENTAL .
‘V EBGE SpaceX IPO Primer INDUSTRY FOUNDATIONS

1. Commercial GTO/LEO launching for standard commercial satellite operators faces growing competitive pressure
as New Glenn, Ariane 6, and eventually Neutron enter. Price competition in commercial LEO rideshare is real.

2. Chinese launch vehicles continue rapid development. ITAR/EAR preclude Western commercial payloads, but
Chinese domestic demand creates a massive captive market that funds continued improvement. Geopolitical
dynamics could shift market access rules.

3. Government policy concentration risk: NSSL contracts are structured to maintain at least two domestic launch
providers. If SpaceX's reliability record degrades or if political dynamics shift under a future administration, the
guaranteed share could shrink.

Regulatory Environment

FAA Part 450 (Commercial Space Launch Licensing): The FAA's 2021 Part 450 framework (14 CFR Part 450)
streamlined commercial launch licensing, replacing the prior Part 415/431/437 multi-rule structure. It allows
operators to use probabilistic risk analysis to demonstrate acceptable public safety thresholds, replacing
prescriptive design requirements. SpaceX benefits from Part 450's performance-based approach, which
accommodates novel architectures like Starship's mechanical arm catch. The FAA has recently moved to further
streamline approvals; a March 2026 FAA initiative consolidates commercial space license approvals to reduce
review timelines. Regulatory bottlenecks on Starship test flights (particularly IFT-8 and IFT-9 licensing delays) have
been a friction point; the expanded Boca Chica authorization to 25 launches/year resolves this for the near term.

FCC orbital debris rules (5-year deorbit): The FCC's 2022 rule requires LEO satellites launched after September 29,
2024 to deorbit within 5 years of end-of-mission, tightened from the prior 25-year guideline. Starlink satellites at
~550 km altitude naturally deorbit within 1-5 years via atmospheric drag, making SpaceX naturally compliant. The
rule creates a structural disadvantage for constellations at higher altitudes (OneWeb at 1,200 km, where drag is
minimal and active deorbit maneuvers are required).

ITU spectrum coordination: The International Telecommunication Union's coordination process requires member
states to coordinate satellite systems internationally. The 7-year "bring into use" deadline and WRC-19's
constellation deployment milestones (10% within 2 years, 50% within 5 years, 100% within 7 years) create
regulatory urgency for competitors to actually launch, not just file. Amazon's Kuiper is already seeking a 2-year
extension on its July 2026 FCC deployment deadline, having deployed only 54 of 1,618 required satellites as of
June 2025.

What to Watch: Key Forward Debates

1. Starship operational cadence, the most important question for SpaceX's long-term economics. The path from 12
test launches (4 partial failures) to 25-69 per year in operational service is not yet demonstrated. Each IFT
failure sets the commercial manifest (including Starlink Gen2 V3 deployment and NASA HLS) back by 6-12
months. The FAA's 25/year Boca Chica authorization is necessary but not sufficient.

2. Will Blue Origin / Rocket Lab close the gap? New Glenn has 1 orbital flight; Neutron is 12+ months from first
launch. The structural disadvantage is not just technology. It is the feedback loop of cadence, internal demand,
and manufacturing scale that SpaceX has built over 24 years. Without an internal demand anchor equivalent to
Starlink, neither competitor can replicate SpaceX's flywheel at comparable economics.

3. China's commercial launch tempo. China's CASC and emerging commercial players (LandSpace, Space Pioneer)
are closing the technology gap. The geopolitical context matters: if U.S.-China decoupling intensifies, China's
commercial launch capability becomes a national strategic asset capable of serving non-Western commercial
markets at low cost, a parallel launch ecosystem that competes for non-U.S. commercial demand.
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4. NSSL structure sustainability. The U.S. government's intentional allocation of mission share to ULA (despite
higher cost and Vulcan's reliability issues) is a policy choice, a form of industrial policy to maintain a
non-SpaceX alternative. Any policy shift could concentrate government revenue further on SpaceX or distribute
it more broadly. Watch for ULA ownership restructuring (Boeing has publicly considered selling its ULA stake) as
a leading indicator.

5. Pattern recognition: This is a hyperscale infrastructure business with regulated/quasi-monopoly characteristics.
The launch segment alone, $4.1B revenue in FY2025, does not capture the strategic value, which lies in the
optionality created by Starship for Starlink Gen3 deployment, Golden Dome, orbital data centers, and Mars
logistics. Price this like a utility with asymmetric upside options, not a competitive launch-services provider.

I.B — Satellite Broadband Primer

The Physics That Drive Everything

The satellite broadband industry's economics are fundamentally a function of orbital mechanics. Two numbers
make everything else follow: altitude and latency.

e GEO (Geostationary Orbit, 35,786 km): A GEO satellite is visible from ~40% of Earth's surface continuously
(stationary relative to Earth's rotation). Just 3 satellites provide near-global coverage. But signal must travel
35,786 km to the satellite and back, a one-way trip of ~120 milliseconds, producing round-trip latency of
500-700 ms. This is fundamentally incompatible with real-time applications (VolP, gaming, interactive video).
HughesNet and Viasat, the dominant pre-LEO broadband providers, have 600-700ms latency as a structural
constraint, not a fixable engineering problem.

e LEO (~550 km, Starlink): Signal travels ~550 km to the satellite, producing round-trip latency of 20—40 ms,
comparable to terrestrial cable broadband, fully compatible with all real-time applications.

The latency gap is why LEO broadband is a genuinely disruptive product rather than a capacity story. GEO
broadband has existed for 30 years without achieving mass consumer adoption.

The scale tradeoff: A GEO satellite covers ~40% of Earth's surface; a single LEO satellite at 550 km covers
approximately 1.5% at any moment. Continuous global coverage from LEO requires ~400-500 satellites minimum;
high-throughput capacity requires thousands. This is the capital intensity driver for LEO constellations. Starlink has
9,600 operational satellites as of Q12026 and is authorized for up to 42,000. The constellation scale requirement
creates a structural advantage for SpaceX/Starlink that no competitor without a captive launch capability can
replicate at equivalent economics.

The 1990s Cautionary Tales: Why Prior Attempts Failed

The Iridium/Globalstar/Teledesic failures of the late 1990s are the essential reference point for LEO broadband
economics. PMs who dismiss them as "different era" miss the structural lessons.

Iridium (bankruptcy 1999): Motorola's 66-satellite LEO phone network cost over $5 billion to develop (~$10B in
today's dollars). Launched November 1998 with a $3,000 handset and $3-8/minute voice. By April 1999, only
10,000 subscribers vs. a 52,000 break-even requirement. Bankrupt August 1999, one of the 20 largest U.S.
bankruptcies at the time. Root cause: cellular networks expanded during the 11-year development window,
eliminating the target market before the product launched.

Globalstar (bankruptcy 2002): Similar demand shortfall. Filed Chapter 11 February 2002. Now operates in niche
maritime/rural markets. Amazon announced acquisition of Globalstar in April 2026 to use its spectrum licenses for
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Project Kuiper.

Teledesic (never launched): Bill Gates and Craig McCaw's 840-satellite broadband internet constellation, with
Boeing as prime contractor (Boeing press release, April 1997). Abandoned 2002 without launching a single
production satellite, too capital-intensive for 2002 economics.

What changed between 1999 and 2024:

1. Satellite manufacturing cost: Starlink produces satellites at ~$2,500/kg vs. OneWeb's ~$14,000/kg, a 5.6x
structural advantage. SpaceX builds ~60 satellites per week.

2. Launch cost: SpaceX launches its own satellites at internal marginal cost (~$15-28M per F9), vs. Iridium paying
commercial launch rates for third-party rockets.

3. Terminal cost: Starlink flat-panel phased arrays fell from $499 (2021) to $349 (current standard). Iridium
required purpose-built $3,000 handsets.

4. Demand: Mass internet adoption created a market for broadband connectivity that didn't exist in 1998.
Approximately 2.6 billion people remain offline in 2024 (ITU).

The Competitive Landscape: GEO Legacy vs. LEO Challengers

GEO legacy (declining): HughesNet and Viasat dominate U.S. consumer GEO satellite broadband with ~1.2M and
~700K subscribers respectively, both declining as Starlink penetrates their markets. GEO is structurally
disadvantaged on latency and will cede the consumer residential market to LEO. Their remaining defensible
positions are government/military applications where GEQ's geostationary nature (always in the same position for a
ground antenna) has operational value, and specific geographies where LEO constellation coverage is thin.

Starlink (SpaceX) — dominant:
The S-1 provides the definitive data set:

e Subscribers: 10.3M as of Q12026 (+106% YoY vs. 5.0M in Q1 2025)

« Revenue: $11.4B in FY2025 (+50% YoY), 61% of total SpaceX revenue

e Operating income: $4.4B in FY2025, the only profitable SpaceX segment

e AdjEBITDA: $7.2B in FY2025 on $11.4B revenue = 62.9% margin; Q1 2026: 64.1%

e ARPU: $81/month (FY2025), declining to $66/month (Q1 2026) as international mix grows
e Served in 164 countries; authorized for up to 42,000 satellites

» Jonathan McDowell's tracker: 12,032 total Starlink satellites launched, 10,413 in orbit, 10,397 working, 9,213 in
operational orbit as of May 25, 2026

The Connectivity segment Adj EBITDA margin expansion from 41% (FY2023) to 50% (FY2024) to 63% (FY2025) to
64% (Q12026) is the most important financial story in the S-1. It shows Starlink's fixed-cost amortization flywheel:
as subscribers multiply, satellite depreciation and ground infrastructure costs are spread over a larger revenue
base, producing structurally expanding margins without capital reinvestment proportional to revenue growth.

Amazon Project Kuiper — well-funded but far behind: Amazon is building a 3,236-satellite Ka-band LEO
constellation. FCC authorized in July 2020. As of June 2025, only 54 operational satellites deployed. Amazon
formally requested a 24-month extension on its July 2026 FCC deadline (for deploying 1,618 satellites), having
spent $10+ billion on Kuiper with negligible commercial revenue. In February 2026, Amazon purchased 10
additional Falcon 9 launches from SpaceX for Kuiper deployment, a competitor buying launches from the market
leader, reflecting SpaceX's indispensability. Kuiper's competitive advantage thesis rests on AWS cloud integration
for enterprise customers, Amazon's global logistics, and the Prime ecosystem. Its fundamental challenge is 5+
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years of subscriber base deficit vs. Starlink and the structural launch cost disadvantage of buying launches rather
than self-launching.

Eutelsat-OneWeb — merger of necessity: OneWeb (648 satellites, 1,200 km altitude, ~80-100ms latency vs.
Starlink's 20-40ms) was rescued from its 2020 bankruptcy by the UK government and Bharti Global. The
2022-2023 merger with Eutelsat (French GEO operator) created a multi-orbit operator with combined balance
sheet strength. Airbus received a December 2024 contract for 100 additional OneWeb Gen2 satellites with 5G
integration capability, compatible with the European IRIS? program. OneWeb targets enterprise, aviation, maritime,
and government, not residential consumer. Its 1,200 km operating altitude creates a latency disadvantage vs.
Starlink and a debris compliance cost (5-year deorbit from 1,200 km requires active propulsion). Manufacturing
cost disadvantage (~$14,000/kg vs. Starlink's ~$2,500/kg) is structural and difficult to close without achieving
Starlink-comparable production rates.

Telesat Lightspeed (Canada): 298-satellite constellation targeting enterprise/government. Secured $2.54 billion in
funding in September 2024 with Canadian government backing. Target first launches mid-2026. Narrower market
targeting (not consumer residential); not a Starlink direct competitor at scale.

China — Guowang and Qianfan:

Constellation Operator Deployed (mid-2026)  Orbit

Guowang ("State Network") China SatCom (state) ~12,99 ~168 satellites 1,156-1,175 km
2

Qianfan / G60 Shanghai Spacesail (commercial) 14,000 ~180 satellites ~1,000 km

Sources: Wikipedia "Guowang"; Wikipedia "Qianfan"

China's dual-constellation strategy is explicitly designed to: (1) provide domestic national security alternatives to
Starlink-dependent infrastructure, and (2) compete commercially in markets (Africa, Southeast Asia, Latin America)
where Starlink faces regulatory barriers or pricing disadvantages. The August 2024 Qianfan launch created a
debris field of 300+ trackable pieces when a Long March 6A upper stage broke apart, a significant safety incident.
Both constellations are 4-5 years behind Starlink in deployment and have not demonstrated commercial broadband
services at scale.

Starlink Unit Economics: The Subscriber Machine
ARPU by segment (approximate):

Segment Monthly Price Notes

US Residential (Standard) $120/month ~$1,440/year ARPU

US Residential (Basic/deprioritized) $80/month Lower-speed tier

Developing markets $10-30/month Regional pricing (Africa, India, LatAm)
Business/Enterprise $140-500+/month Higher uptime SLA

Maritime (Ocean) $250-5,000/month Very high ARPU segment

Aviation Multi-thousand/aircraft/month United Airlines, Carnival customers
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Segment Monthly Price Notes

Military/Government Contract pricing (very high) DoD, State Dept, NATO allies

Blended ARPU of $66/month (Q1 2026, per S-1) reflects rapid international subscriber growth at lower price points,
partially offset by high-ARPU maritime, aviation, and government segments. The Q12026 ARPU decline of 23%
year-over-year is deliberately traded for subscriber volume. Starlink's strategy is to sacrifice ARPU to maximize
household penetration globally while building an enormous fixed-cost infrastructure.

Terminal (CPE) economics:

e Current standard terminal (Gen2 "pizza box"): Listed at $349

» Manufacturing cost: Estimated $450-600 (based on analyst inference; SpaceX does not disclose)

e Per-unit subsidy: ~$100-250; recovered in ~2 months of gross margin at $120/month US pricing

« Original Gen1terminal (2021): Manufacturing cost ~$1,500-2,000, sold for $499. SpaceX subsidized
aggressively to gain early adopters

Satellite cost:

e Starlink V2 Mini (~750 kg): Manufacturing cost ~$1.875M at $2,500/kg

* Production rate: ~60 satellites/week at Redmond, WA facility

« Internal launch cost: ~$700K-$1.3M per satellite (Falcon 9 at $15-28M internal cost, ~21 satellites per launch)

« With Starship: At projected costs and 200+ satellites per launch, cost per satellite deployed falls below $100K, a
7-13x reduction in per-unit launch cost

Connectivity CapEx trajectory (from S-1):

Year Connectivity CapEx Revenue CapEx/Revenue
FY2023 $2,455M $3,869M 63%
FY2024 $3,498M $7,599M 46%
FY2025 $4,178M $11,387M 37%
Q12026 (annualized) ~$5,328M ~$13,028M 1%

Source: SpaceX S-1 (via BitMEX IPO Guide)

The declining CapEx-to-revenue ratio as subscribers scale shows the fixed-cost amortization engine. Each
additional subscriber after the constellation is deployed requires minimal incremental capital, primarily terminal
subsidies and incremental ground station capacity.

TAM: Sizing the Opportunity

The S-1sizes the Starlink TAM at $870 billion for broadband and $740 billion for mobile direct-to-cell, $1.6 trillion
total connectivity TAM (excluding China/Russia). The S-1 methodology: 1.8 billion global households at blended
ARPU of ~$31/month ($43/month high-income, $16/month upper-middle, $9/month lower-middle/low-income per
World Bank income groups), equating to ~$660 billion in broadband TAM alone.

Unserved/underserved households: The ITU estimates 2.6 billion people remain offline in 2024. In the U.S. alone,
approximately 60 million Americans are unserved or underserved per NTIA/BEAD program estimates. These are
Starlink's near-term addressable market.

FUNDAMENTAL EDGE - SPACEX IPO PRIMER - MAY 2026 27


https://www.bitmex.com/blog/spacex-ipo-guide
https://www.bitmex.com/blog/spacex-ipo-guide
https://www.bitmex.com/blog/spacex-ipo-guide
https://www.itu.int/en/mediacentre/Pages/PR-2024-11-27-facts-and-figures.aspx

FUNDAMENTAL .
‘V EBGE SpaceX IPO Primer INDUSTRY FOUNDATIONS

High-ARPU verticals define the financial story:

« Aviation: Airlines pay $10,000-50,000/month per aircraft for in-flight connectivity. United Airlines (cited as S-1
enterprise customer) has a fleet of 900+ aircraft. At $15,000/aircraft/month, United alone = $162M/year.

e Maritime: Cargo shipping, cruise lines, offshore energy. Carnival Corporation (S-1 customer) operates 90+ ships.
Maritime ARPU is $250-5,000/month depending on service tier.

* Government/Military: The U.S. government is Starlink's highest-ARPU customer. Ukrainian military usage during
the Russia war demonstrated real-world tactical value. The Italian government deal (reported at €1.5 billion / 5
years, not finalized) illustrates the scale of government satellite broadband contracts.

» 1oT/M2M: Millions of sensors, vehicles, and remote assets requiring low-bandwidth connectivity, a long-tail TAM
that is currently underpenetrated.

Direct-to-Cell (DTC): The Carrier Integration Strategy

What it is: Starlink's Direct-to-Cell (DTC), technically "Supplemental Coverage from Space" (SCS) per FCC
terminology, allows standard unmodified smartphones to connect to Starlink satellites using the carrier's licensed
terrestrial LTE/5G spectrum. The satellite acts as a cell tower at 550 km altitude, using 3GPP Release 17 protocols
with Doppler correction handled onboard.

T-Mobile partnership:

e Beta launch: February 2025 with 1.8 million beta users
e Commercial launch: July 23, 2025, branded as "T-Satellite"
 Initial capability: SMS/MMS messaging in cellular dead zones; data service began October 2025

 Pricing: Included free in T-Mobile Experience Beyond plan ($17+/month for 3 lines); $10/month add-on for AT&T
and Verizon customers

e 657 Starlink DTC satellites in orbit as of July 2025; 674 as of May 2026 (Jonathan McDowell tracker)
e Coverage: 500,000+ square miles of previously uncovered U.S. territory

* As of Q12026 per S-1: 7.4 million monthly unique devices using Starlink Mobile and ~30 MNO partners
(T-Mobile, Optus, Telstra, Rogers, KDDI, Salt, Entel, Kyivstar, VMOZ2, and others)

DTC TAM: Global mobile subscribers number approximately 7.5-8 billion. Even 1% penetration paying $10/month in
add-on fees = ~$9 billion/year incremental TAM. The T-Mobile U.S. opportunity alone covers 116M T-Mobile
subscribers plus the ability to sell to AT&T and Verizon customers at $10/month add-on, a potential U.S. market of
400M+ subscribers. The S-1 sizes the Starlink Mobile TAM at $740 billion.

AST SpaceMobile (ASTS) — the broadband DTC alternative: AST is building large-aperture BlueBird satellites
targeting broadband speeds (vs. Starlink's initial narrowband DTC messaging) to standard smartphones. Partners
include AT&T, Verizon, Vodafone, and 50+ MNOs representing ~3 billion subscribers. BlueBird 7 launched on New
Glenn in February 2026; Block 2 targeting 45-60 satellites in 2026. Key debate: can AST achieve broadband (not
just messaging) DTC at commercial scale and cost before Starlink upgrades its DTC capability to broadband? If
AST's broadband DTC proves viable, it becomes the most direct competitive threat to Starlink's carrier-partnership
strategy.

Spectrum: The Invisible Infrastructure
Starlink operates across multiple spectrum bands, with each generation adding throughput:
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Band Starlink Use Characteristics

Ku (12-18 GHz) Gen1 user downlink Established equipment; lower rain fade
Ka (26.5-40 GHz) Gateway uplink/downlink; user beams Higher throughput; more rain fade

V (40-75 GHz) Gen2 high-throughput Very high capacity; significant rain fade
E/W (71-86 GHz) Gen2/Gen3 authorized Extremely high capacity

The January 2026 FCC order (DA-26-36A1) authorized an additional 7,500 Gen2 satellites (total Gen2 now 15,000),
added E- and W-band spectrum, authorized Direct-to-Cell (SCS) outside the U.S., and granted an EPFD waiver over
Viasat/EchoStar objections. SpaceX's original Gen2 application was for 29,988 satellites; approximately 14,988

from the original application remain pending, a spectrum/orbital slot pipeline for continued constellation expansion.

The EchoStar/SpaceX spectrum conflict: EchoStar has contested Starlink's operations in the 12.2-12.7 GHz (Ku)
band. A 2023-2024 court ruling upheld the FCC's position that Starlink can share the band under EPFD limits, a win
for SpaceX that removes a potential constraint on Gen1 operations. EchoStar's financial distress (bankruptcy filed
2024) has further reduced its regulatory standing.

ITU coordination: SpaceX has filed through the FCC for ITU coordination of multiple Starlink generations. The 7-year
"bring into use" deadline means new competitors must actually launch to maintain their spectrum rights, creating a
timing advantage for incumbents.

What to Watch: Key Forward Debates

1. ARPU compression durability. Starlink ARPU has declined from $99/month (FY2023) to $66/month (Q12026), a
33% decline in 3 years, as international subscriber mix grows. The bull case: high-ARPU
aviation/maritime/government segments grow faster than low-ARPU consumer international, stabilizing blended
ARPU. The bear case: competition from Kuiper eventually drives consumer pricing further down. At 10+ million
subscribers, even $5/month ARPU compression = $600M+/year revenue headwind.

2. Kuiper readiness and competitive timing. Amazon has 54 satellites deployed vs. a 1,618-satellite mid-2026
deadline it cannot meet. The 2-year extension request, if granted, pushes Kuiper commercial service to
2027-2028 at the earliest. This gives Starlink 2-3 additional years of near-monopoly LEO broadband, critical
time to establish switching costs, distribution relationships (airlines, shipping companies, governments), and
brand identity.

3. Will direct-to-cell cannibalize residential? If DTC messaging/data grows to replace the need for a dedicated
Starlink terminal for occasional remote users, it could reduce the addressable market for the core $120/month
residential product. DTC's current technical constraints (intermittent coverage, narrowband) suggest it is
complementary rather than substitutive in the near term, covering dead zones rather than replacing home
broadband.

4. Are LEO economics actually cheaper than 5G/fiber in dense markets? In urban/suburban environments with
existing fiber or 5G infrastructure, Starlink is not cost-competitive. Fiber offers lower latency, higher throughput,
and lower marginal cost per subscriber. Starlink's competitive advantage is rural, remote, maritime, aviation, and
government markets where terrestrial infrastructure is nonexistent or cost-prohibitive. The ~300M
unserved/underserved households globally are the addressable core; Starlink does not need urban markets to
build a large business.

5. Chinese constellation progression. Guowang and Qianfan together are targeting ~27,000 satellites. If they
achieve commercial broadband service in non-Western markets at competitive pricing, they could capture the
"next billion users" that Starlink prices out through regulatory barriers or pricing strategy, a meaningful share of
the $870B TAM.
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6. Network effect flywheel. More satellites = more capacity = more subscribers = more revenue = more satellites
(CapEx funded by operating cash flow). At $7.2B Connectivity Adj EBITDA in FY2025, Starlink is self-funding its
constellation expansion. This flywheel accelerates with Starship: Starship enables Gen3 V3 deployment at
dramatically lower per-satellite launch cost, potentially enabling 200+ Gbps per satellite vs. ~17-23 Gbps for V1.
The capacity-per-dollar improvement when Starship operationalizes will further widen the unit economics gap
vs. competitors who must buy launches.

II.C — Frontier Al Primer

The Industry Context: Capital Concentration at Unprecedented Scale

Frontier Al, the development of the largest, most capable artificial intelligence models, has become the most
capital-intensive technology endeavor in human history. Total Al capital expenditure across the industry is
approaching $1 trillion annualized in 2026. Four hyperscalers (Microsoft/OpenAl, Google/Anthropic,
Amazon/Anthropic, Meta) and a handful of frontier labs have concentrated compute, talent, and data resources at a
scale that effectively creates a new industrial oligopoly. Understanding this context is prerequisite to evaluating
SpaceX's Al segment thesis.

Hyperscaler Compute Landscape: The GPU Supply Chain

NVIDIA's dominance: NVIDIA (NVDA) has effectively monopolized the frontier Al training market. Three generations
matter for context:

» H100 (Hopper architecture): Widely available as of mid-2026. Rental rates fallen from ~$8/hour peak to
$1.38-$11.01/hour on cloud platforms. Purchase price ~$30,000-$40,000/unit; 8-GPU HGX H100 system
~$250,000-$400,000.

e H200 (Hopper + HBM3e memory): 141GB memory, 4.8 TB/s bandwidth vs. H100's 80GB. Rental:
$2.50-$10.60/GPU-hour; median ~$3.89/hr. HBM3e supply remains severely constrained, with HBM demand
growing 130% YoY in 2025 and 70% projected in 2026.

e B200 / GB200 (Blackwell architecture): 8 TB/s memory bandwidth, 192GB capacity, double the H200. A single
B200 matches ~3-4 H100s for inference. HGX B200 systems cost $500,000+. xAl's Colossus 2 is described as
"Blackwell-heavy."

CSP CapEx commitments (2024-2026):

» Microsoft: $80B in Al infrastructure committed for FY2026; primary cloud partner for OpenAl

e Google: $75B CapEx guidance for 2025; $40B committed to Anthropic including 5 GW compute for 5 years

e Amazon: AWS Project Rainier (Indiana, ~500,000 H100-equivalent Trainium2 chips); $100B over 10 years
committed to Anthropic

» Meta: $125-145B CapEx guidance for FY2026; owns approximately 2.3M H100-equivalent GPUs (~10% of global
Al compute at end-2025)

AMD competition: AMD's MI300-series data center revenue reached $5.8B in Q12026 (+57% YoY) and represents
~20% of Anthropic's compute. NVIDIA maintains dominant position; H200/H100 prices have held despite AMD
competition.
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Frontier Lab Landscape: The Five Competitors
OpenAl:

e Valuation: $852B post-money (March 2026 round), up from $157B in October 2024
e Revenue: $20B+ annualized in 2025; Q12026: $5.7B
e CapEx: $16B on cloud compute in 2025, projected $45-50B in 2026

» Microsoft relationship: Microsoft invested $13B+; generated $30B+ revenue from relationship; renegotiated to
non-exclusive in April 2026 while OpenAl retains Azure as primary cloud through 2032

» Model: GPT-5.5 at $5/$30 per million tokens; 50M+ paying subscribers

» Enterprise retention: 88% vs. 59% for consumer Plus

Anthropic:

e Valuation: $900B+ (secondary market, May 2026), approaching $1 trillion; IPO process beginning

(Goldman/JPMorgan targeting $400-500B at listing)

* Revenue: ARR of $30B by April 2026, on track for $50B by June 2026 per WSJ, the fastest ARR ramp in
enterprise technology history. Note: Anthropic reports on a gross basis including cloud reseller revenue via
AWS/Google.

» Google invested $40B ($10B cash + up to $30B contingent); Amazon's $8B investment is now worth $70B+ on
Amazon's books

» Claude Code alone: $2.5B run-rate by February 2026; 54% of enterprise coding market

e Enterprise: 1,000+ customers spending $1M+/year; 80% of revenue from APIl/enterprise; 8 of Fortune 10
customers

e Critical to SpaceX: Anthropic is the counterparty on the Colossus 1 compute deal, examined in detail below
Google DeepMind:

* Gemini: ~900M monthly active users as of Q12026; 16B tokens/minute throughput

« Google Cloud: $20B Q12026 revenue (+63% YoY), $80B annual run rate; $462B revenue backlog

e Gemini loses enterprise developer preference to Claude in coding/API use cases; Google assembled a "strike
team" to compete with Claude Code

Meta:

e Llama: 1.2B cumulative downloads, 1M/day; Meta Al at 1B MAU

» Q12026 revenue: $56.3B (+33% YoY); monetization primarily indirect through Al-enhanced ads ($60B
annualized Advantage+)

e CapEx: $125-145B guidance for 2026, the largest Al infrastructure commitment of any company
XAl / SpaceXAl:

e Valuation: $250B in the February 2026 SpaceX merger; combined SpaceX entity $1.25T

« Revenue: $818M in Q12026 (Al segment), growing but tiny vs. Anthropic/OpenAl

e Operating loss: $2.469B in Q12026; FY2025 operating loss of $6.355B

e Grok MAUs: 117M (Q12026), 21% of X's 550M MAU base

e Paid subscribers: 1.9M SuperGrok/SuperGrok Heavy/Lite, only 1.6 % of Grok users converting to paid

» Enterprise market share: ~1.9% of businesses paying for Al services per Ramp spending data, a distant fourth
behind Anthropic (34%), OpenAl (32%), Google (20%)
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Training Cost Trends and Scaling Laws
Training cost escalation:

Model / Lab Training Cost Estimate Year
GPT-4 (OpenAl) ~$79 million 2023
Claude 3 family (Anthropic) ~$192 million (est.) 2024
Frontier models (GPT-5, Claude Opus 4) $500M-$1B+ per training run 2025
Next-generation frontier $1B-$5B per training run 2026 projections

Sources: LinkedIn sourced training cost estimates; Our World in Data hardware cost tracker

Scaling laws: The fundamental empirical principle driving frontier Al investment is that model capability scales
predictably with compute (FLOPs), data, and parameters, with no ceiling yet observed at current scales. The
Chinchilla "compute-optimal" scaling law (Hoffmann et al., 2022) governs training-compute allocation between
model size and dataset size. The more recent debate, whether "post-training" (reinforcement learning,
constitutional Al, chain-of-thought elicitation) is now the dominant performance driver rather than raw compute
scale, has meaningful investment implications: if post-training is "the new moat," then compute spend efficiency
matters more than raw cluster size.

Inference cost trends: Per-token costs declined approximately 10x per year from 2020-2024 as hardware
efficiency improved. Per-token cost reduction is now plateauing while per-request token consumption (driven by
chain-of-thought reasoning and agentic workflows) is rising steeply. The result: inference infrastructure spending
is growing even as unit costs fall.

Representative API pricing (May 2026):

e Claude Opus 4.6: $5.00/$25.00 per million tokens
e GPT-5.5: $5.00/$30.00 per million tokens
e Grok 4.3: $1.25/$2.50 per million tokens, aggressively priced, ~4x cheaper than Claude/GPT

OpenAl's inference costs: $8.4B in 2025, projected $14.1B in 2026, before R&D or revenue share costs.

XAl Colossus: The Compute Infrastructure
The SpaceX S-1discloses the Al compute infrastructure in detail:

Colossus 1(Memphis, TN):

e Capacity: 100,000 H100 GPUs, ~130 MW nameplate

e Builtin 122 days, widely reported as a world record for data center construction speed

» Post-merger: All Colossus 1 capacity leased to Anthropic (see below)

* Tom's Hardware noted the mixed H100/H200/GB200 architecture of Colossus 1 made it better suited for
inference than frontier training, motivating the Anthropic deal

Colossus 2 (Memphis, TN):

e First cluster: 110,000 GB200 GPUs, ~210 MW nameplate, built in 91 days
e Second cluster: 110,000 GB300 GPUs, +220 MW, built in 64 days
* Architecture: "Blackwell-heavy," the most current generation of NVIDIA hardware
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» XAl is targeting expansion to approximately 1.4 million H100-equivalents
Total nameplate compute: 1.0 GW as of Q12026 (0.3 GW in Q1 2025, 0.8 GW at FY2025 year-end)

Power infrastructure: A subsequent event disclosed in the S-1: on April 30, 2026, SpaceX entered an asset
purchase agreement for ~$2 billion in mobile gas turbines to power data centers, a direct solution to grid
interconnection delays (transformers with 36-48 month lead times). This is the same approach xAl reportedly used
for early Colossus power: mobile gas turbines deployed while permanent grid connections are built.

Grok training status: Grok 5 is currently in training at Colossus 2 as of the S-1filing date. Musk announced May 27,
2026 that Grok V9-Medium (1.5T parameters) had completed training, with public release expected in 2-3 weeks.

The Anthropic Deal: Strategic Logic and Risk

The most analytically consequential disclosure in the SpaceX S-1, outside of the financial statements themselves, is
the Anthropic compute agreement. The S-1 quotes directly:

"the customer has agreed to pay us $1.25 billion per month through May 2029, with capacity ramping in May
and June 2026 at a reduced fee."

"The agreements may be terminated by either party upon 90 days' notice."

"The customer will retain ownership and intellectual property rights in its content, Al models, and related
data."

Financial terms:

« Monthly fee: $1.25 billion/month at full rate (July 2026 onward)
» Contract end: May 2029

 Total potential value (36 months x $1.25B): ~$45 billion, the largest single enterprise compute contract ever
disclosed

* Ramp: Reduced fee in May-June 2026; full rate from July 2026
« Termination: 90-day notice, either party, no break fees disclosed for Anthropic

Strategic logic (SpaceX's perspective): Colossus 1's mixed GPU architecture (H100/H200/GB200 mix) made it
suboptimal for frontier model training, which benefits from homogeneous high-bandwidth Blackwell clusters.
SpaceX/xAl had built more inference-grade compute than it could efficiently use for its own training runs, creating
underutilized capacity. Rather than let $1.25B/month of value sit idle while Colossus 2 is built for training, SpaceX
monetizes the existing infrastructure through Anthropic, essentially a "compute landlord" model. The S-1 states:
"This structure allows us to monetize unused compute capacity in our infrastructure, while still permitting
reallocation of the capacity for our own internal initiatives if needed in the future."

The Cursor option connection: On April 19, 2026, two weeks before the Anthropic deal closed, SpaceX entered a
call option to acquire Cursor (Anysphere, Inc.), the Al coding tool, for $60 billion in SpaceX Class A shares. The
Cursor compute agreement also allows SpaceX to provide compute to Cursor while collaborating on Al model
development. The option is exercisable within 30 days after the earlier of 7 trading days post-IPO or September 30,
2026. Termination exposure: $1.5B (option fee) + $8.5B (deferred services fee) = $10 billion if SpaceX terminates.
Cursor had $2.7B cash on $3.1B total assets as of January 31, 2026, implying substantially all of the $60B valuation
represents goodwill (Cursor's ARR and market position in the enterprise coding market). Cursor holds ~20% of the
enterprise coding market; if the Anthropic deal represents $45B in contracted revenue and Cursor represents $60B
in acquisition cost, both reflect SpaceX's thesis that Al infrastructure and Al tools are the highest-value businesses
it can own.
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Risk framing: The Anthropic deal is simultaneously the most valuable and most fragile revenue in SpaceX's Al

segment. The 90-day mutual termination clause creates a scenario where $1.25B/month in revenue can disappear

with a single contractual notice. Anthropic is simultaneously:

1. SpaceX's largest Al customer

2. SpaceX's (via Grok) most direct Al product competitor

3. Rapidly building alternative compute capacity (AWS Project Rainier, Google 5GW, Fluidstack $50B) that could
render Colossus 1redundant

The Al segment's CapEx-to-revenue ratio tells the story: $7.7B in Q1 2026 CapEx vs. $818M in Q12026 revenue, a
9.4x ratio annualizing to ~$31B in Al CapEx against $3.3B in Al revenue run rate. Without the Anthropic contract
ramping to full rate, this gap is structurally unsustainable. The Anthropic deal is not just a revenue item. It is the
financial bridge that makes the Al segment's capex program viable while xAl builds its own frontier model and
enterprise customer base.

The Vertical Integration Thesis: Compute + Connectivity + Model + Distribution
SpaceX's strategic articulation, as framed in the S-1and by Musk publicly, is that the combination of:

1. Launch/Starship (cheapest access to orbit)

Starlink (global internet connectivity)

Al compute infrastructure (Colossus 1/2/3, orbital data centers)
Frontier Al model (Grok)

Distribution platform (X, ~550M MAU)

ok~ w DN

...creates a vertically integrated Al ecosystem that no competitor can replicate piecemeal. The strategic logic in
each linkage:

» Starship - Starlink Gen3: Starship reduces satellite deployment cost from ~$1M/satellite to <$100K, enabling
200+ Gbps-per-satellite V3 at economics no competitor can match

» Starlink > Al training data: Global internet traffic flowing through Starlink provides real-world interaction data at
scale; satellite connectivity enables edge Al deployment in remote regions

e Starlink - Orbital compute: Starship-delivered orbital data centers powered by constant solar energy, bypassing
terrestrial grid constraints (see Compute-on-Orbit analysis below)

e X - Grok distribution: 550M MAU with real-time data firehose gives Grok unique real-time knowledge capability
and a captive consumer Al channel at zero marginal distribution cost

e Grok > X monetization: Al assistant drives X Premium subscriptions ($8-40/month) and SuperGrok tiers
($30-300/month), improving X's anemic monetization (currently only 4.4M paying Premium subscribers vs.
550M MAU)

The data moat: xAl's most defensible differentiation is real-time access to X's data firehose. No competitor has
native real-time access to X's real-time elite discourse, covering finance, politics, technology, and breaking events.
This provides genuine edge for market sentiment analysis, real-time financial intelligence, political monitoring, and
event-driven applications. The strategic question is whether X's relevance as a real-time information platform is
durable as users diversify to Bluesky, Threads, LinkedIn, and other alternatives.

The Grok Competitive Position: Benchmarks vs. Reality
Benchmark performance as of May 2026 (Chatbot Arena ELO per OpenLM.ai):
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Rank Model Arena ELO
1 Grok-4.20 1,496
2 Grok-4.1-Thinking 1,482
3 Grok-4.1 1,463
4 Claude Opus 4.5 1,462
5 Grok-4 1,442
6 03 (OpenAl) 1,424

Grok 4.3 (released April 30, 2026, not yet in Arena rankings) ranked #1 on CaselLaw v2 (79.3%) and #1 on CorpFin
per Vals Al, strong indicators for enterprise legal and financial reasoning use cases. VentureBeat notes Grok 4.3
"remains below the state-of-the-art set by OpenAl and Anthropic's latest models" per Artificial Analysis benchmark
aggregation. The divergence between Chatbot Arena ELO (human preference voting, where Grok leads) and
aggregate benchmark scores (where Grok lags) suggests Grok may be optimized for conversational engagement
over reasoning accuracy.

Enterprise market share per Ramp enterprise spending data (May 2026): Grok/xAl at 1.9% of businesses paying for
Al, vs. Anthropic at 34% and OpenAl at 32%. The talent attrition post-merger, all 11 xAl co-founders departed by
May 2026 plus 50+ researchers, materially raises execution risk for the Grok model roadmap through 2026-2027.
Musk himself acknowledged on May 6, 2026 that xAl "was not built right the first time around, so is being rebuilt
from the foundations up."

Orbital Compute: The Long-Duration Option

The orbital data center thesis, compute infrastructure deployed in space, powered by continuous solar energy,
bypassing terrestrial grid constraints, is SpaceX's most speculative but potentially highest-upside strategic option.
SpaceX has sought FCC approval for up to one million satellite data centers. Google is in talks with SpaceX for a
rocket-launch agreement to establish orbital data centers.

Strategic drivers:

1. Power: Orbital solar operates at 95-100% capacity factor vs. 20-30% for terrestrial solar

2. Grid bypass: Transformer lead times have stretched to 36-48 months; PJM has a 6 GW reliability shortfall by
2027

3. Land/permitting: No environmental review, community opposition, or water rights negotiation
4. Data sovereignty: Outside any nation's regulatory jurisdiction

Engineering constraints (sobering):
* Thermal dissipation: In vacuum, convection is impossible; 100% of heat must be radiated. A 1 GW-class orbital

data center would require radiator panels covering the equivalent of 450 soccer fields

e Mass-to-orbit: The Carbon Trust estimates $180 billion in launch costs alone for a 5 GW orbital data center
(2,000 Starship launches at projected cost), generating 7M tonnes CO,e from launches themselves

» Radiation: LEO cosmic ray and solar particle exposure causes bit flips and semiconductor degradation;
radiation-hardened chips lag commercial chips by 1-2 generations

Expert consensus: orbital data centers are not viable at scale through 2028-2030, potentially viable as a
long-duration thesis for the 2032+ period, contingent on Starship achieving $500-1,000/kg recurring launch costs.
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The S-1's Musk performance award includes a vesting condition tied to "non-Earth-based data centers capable of
delivering 100 terawatts of compute per year," indicating this is a formal corporate goal, not just public rhetoric.

What to Watch: Key Forward Debates

1. Are scaling laws plateauing? The debate between "brute-force scaling" advocates (more compute = better
models indefinitely) and "qualitative insight" advocates (post-training and architecture innovations matter more
now) is the most consequential unresolved question in Al. If scaling laws plateau, the firms with the best
post-training techniques (Anthropic's Constitutional Al, OpenAl's RLHF methods) win, not necessarily the firm
with the most GPUs. SpaceX's Grok team has lost most of its key researchers in post-training and reasoning;
this is a direct vulnerability if post-training is "the new moat."

2. Can Grok rebuild its research team? The departure of all 11 co-founders and 50+ researchers represents a
multi-year setback to model improvement velocity. XAl is recruiting from Cursor and rebuilding from new hires.
The research talent market is the most competitive in technology; top researchers have standing offers from
every frontier lab. Watch Grok 5/V9 benchmark performance for evidence of whether post-merger talent
reconstruction is succeeding.

3. Is X distribution actually valuable for AlI? 117M Grok MAUs with only 1.9M paying subscribers (~1.6% conversion)
is a weak monetization indicator. X's user base skews toward power users (media, finance, politics) who may
have genuine Al assistant utility, or toward declining engagement as X loses ground to competitors. The thesis
that X is a "distribution asset" for Grok is only validated if conversion improves materially.

4. Anthropic termination: timing risk. The 90-day termination clause means the Al segment's financial model can
shift quickly. Watch for any public signals from Anthropic about capacity utilization (AWS Project Rainier coming
online mid-2026, Google 5GW, Fluidstack $50B) as leading indicators of whether the contract gets renewed
post-May 2029 or quietly terminates earlier.

5. LTV of Al infrastructure vs. GPU obsolescence cycle. GPUs have a 3-5 year economic life before replacement by
the next generation. The Colossus 1 H100/H200 cluster was arguably already architecturally sub-optimal at the
time of the Anthropic deal. Colossus 2's GB200/GB300 infrastructure will face similar obsolescence pressure
from whatever follows Blackwell (~2027). The question is whether Al infrastructure revenue
(compute-as-a-service) can be generated fast enough to justify the replacement cycle, or whether the business
model is fundamentally a commodity hardware resale business with thin margins. The Anthropic deal at
$1.25B/month on $300MW of compute = ~$4.2M/MW/month ($50M/MW/year), a premium rate that likely
reflects current compute scarcity more than durable pricing power.

6. Terafab / chip manufacturing option. The S-1discloses Terafab, a joint chip manufacturing initiative with Tesla
and Intel (Intel joined April 2026), targeting 1terawatt per year of compute hardware production. If successful,
this would give SpaceX vertical integration into Al hardware manufacturing, eliminating NVIDIA supply chain
dependency. This is a 5-10 year option, not a near-term catalyst, but it materially expands the strategic scope of
the Al segment thesis.

Summary Statistics

Section Approx. Word Count Citations Included
IILA— Launch Industry Primer ~3,100 words 42
|I.B — Satellite Broadband Primer ~3,000 words 38
II.C — Frontier Al Primer ~2,600 words 35
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Section Approx. Word Count Citations Included

Total ~8,700 words ~15

Gaps Flagged for Follow-Up

1. SpaceX external commercial launch revenue breakdown: The $4.1B Space segment revenue blends government
(NASA, DoD, NRO) and external commercial customers. The precise split is not disclosed in the S-1 or available
sources. For a complete competitive analysis, this breakdown would clarify how much SpaceX earns from the
commercial market vs. government contracts.

2. Starlink maritime/aviation/enterprise ARPU confirmation: ARPU by customer segment is estimated from pricing
page data and analyst estimates, not confirmed from primary SpaceX disclosures. The blended $66/month (Q1
2026) ARPU is from the S-1; segment-level ARPU is inferred.

3. Kuiper per-satellite economics: Amazon has not disclosed the manufacturing cost, per-satellite launch cost, or
expected ARPU for Kuiper. The competitive economics comparison vs. Starlink uses publicly available estimates
only.

4. Starshield segment revenue: The NRO Starshield contract value ($1.8B, reported by Reuters/WSJ) is from
anonymous sources. The specific revenue recognized by SpaceX from Starshield satellite manufacturing (vs.
launch services for NRO payloads) is not separately disclosed in the S-1, classified by nature.

5. Grok enterprise revenue breakdown: The Al segment's $3.2B FY2025 revenue blends X advertising ($1.8B), X
subscriptions ($365M), Al infrastructure (Colossus, $465M), and data licensing ($88M). Grok APl/enterprise
revenue is not separately broken out. Enterprise adoption velocity for Grok in 2026 (post talent attrition) is the
most important unresolved forward data point.

6. Orbital data center engineering verification: Physical engineering claims (radiator panel area requirements,
launch cost estimates for orbital compute) sourced from Carbon Trust and academic analyses. Primary SpaceX
technical specifications for orbital compute architecture are not publicly disclosed.
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Part Il — Three Businesses: Segment Deep Dives

Segment definitions effective Q12026 per the S-1: SpaceX operates three reportable segments — Space,
Connectivity, and Al — established when Musk, as CODM, reorganized reporting following the xAl merger.
Prior periods are retrospectively conformed. Assets and liabilities are not allocated to segments; CODM
evaluates performance on segment income (loss) from operations. All figures below are sourced from the
SpaceX S-1filing (May 2026) unless otherwise cited.

LA — Space Segment Deep Dive

Business Model: How Space Makes Money

The Space segment covers the design, manufacture, launch, and refurbishment of SpaceX's reusable launch
vehicles: Falcon 9, Falcon Heavy, Dragon (crew and cargo variants), and Starship. It also includes the Starshield
constellation service for U.S. national security customers. Revenue recognition varies: commercial launch services
recognize point-in-time on payload delivery, while government R&D contracts (NASA HLS, Starshield development)
use cost-to-cost percentage-of-completion.

Revenue streams, ordered by materiality:

1. National Security Space Launch (NSSL) — SpaceX holds ~60% of the NSSL Phase 3 Lane 2 manifest: 28 of 54
high-priority missions with an anticipated contract value of $5.924 billion through FY2029. Lane 2 missions
carry the U.S. government's most critical payloads and are essentially sole-source in practice given Vulcan's
SRB reliability pause. SpaceX also held the Lane 1IDIQ umbrella, with task orders of $734M (October 2024) and
$739M (January 2026).

2. NRO Starshield Constellation — The $1.8 billion classified NRO contract (reported by Reuters/WSJ from five
independent sources) funds a proliferated LEO surveillance constellation. As of May 2025, at least 183
Starshield satellites had launched across 13 missions beginning with NROL-146 (May 2024). The S-1discloses
Starshield as a "secure satellite network for U.S. government / national security customers" aggregated within
Space revenue on a cost-to-cost basis. This contract is classified and likely supplements the ~$4.0B NSSL
Phase 2 ceiling SpaceX held, confirmed via DoD modification in July 2024.

3. NASA Commercial Crew (CCtCap) — SpaceX is the sole operational U.S. crew transport to the ISS following
Boeing Starliner's exit. Total CCtCap value through Crew-14: $4.93 billion, with per-mission pricing escalating
from $258.7M (Crew 7-9) to $288M (Crew 10-14). The S-1 notes SpaceX "launched all five U.S. crew and cargo
missions to the International Space Station for NASA" in 2025.

4. NASA Cargo Resupply (CRS-2) — Dragon 2 cargo missions under the CRS-2 IDIQ ($14B combined ceiling for all
contractors). SpaceX executed ~15 missions under CRS-2, supplementing CRS-1's original $1.6B, 12-mission
award.

5. NASA Artemis / HLS — SpaceX holds the sole HLS Option A ($2.89B, Artemis Ill crewed lunar landing) and
Option B ($1.15B, upgraded Artemis IV lander) contracts. First crewed Moon landing is now targeting Artemis IV,
projected for early 2028 per NASA OIG (March 2026). SpaceX also has a $331.8M NLS Il task order to launch
the Gateway PPE/HALO elements on Falcon Heavy.

6. Commercial Launches — External (non-Starlink) commercial launches include broadband constellation
customers (Amazon Kuiper, SES, OneWeb), scientific missions, and government civil payloads. The S-1
disclosed that in FY2025, of the 170 total launches, 43 were customer launches and 122 were internal Starlink
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missions. This is the key accounting distinction discussed below.

7. Starship (Development to Revenue) — Currently a net cost center within Space R&D. First commercial
revenue-generating Starship missions are not yet contracted at disclosed pricing. Starship's IFT-10 (August
2025) and IFT-11 (October 2025) demonstrated payload deployment capability; FAA authorized 25 Starship
launches/year from Boca Chica in May 2025 and completed the LC-39A EIS/ROD in February 2026 authorizing
44/year.

The "True External” Space Revenue Question

The S-1reports 170 launches in FY2025 generating $4,086M in Space revenue, but 122 of those launches were
internal Starlink constellation replenishment: accounting transfers, not market-priced transactions. Only 43
customer launches generated true external revenue in FY2025.

Metric FY2023 FY2024 FY2025 Q126
Total Launches 98 138 170 40
Mass to Orbit (MT) 1,210 1,699 2,213 556
Space Revenue ($M) $3,557 $3,796 $4,086 $619
Space Op Income (Loss) ($M) $(1) $21 $(657) $(662)
Space Adj EBITDA ($M) $997 $1,154 $653 $(351)
Space CapEx ($M) $1,497 $2,032 $3,832 $1,052

Source: SpaceX S-1segment tables, May 2026

With only 43 external customer launches in FY2025, effective external revenue per launch is approximately $95M
per launch (blending NSSL heavy missions at $160-300M+ with commercial Falcon 9 at ~$67-80M list price and
CRS/Crew contracts). The 122 internal Starlink launches are captured within the Connectivity segment economics;
Space books the manufacturing and launch cost, while Connectivity books the subscriber revenue. This creates a
structural accounting wedge: Space appears more costly than it is because it bears the full fixed infrastructure for
launches that primarily benefit Connectivity's P&L.

At Q1'26's $619M revenue on 40 launches (7 customer), the collapse is even sharper. Q1'26 customer launches fell
from 12 in Q1'25 to an estimated 7, confirmed by Daloopa's Q1 analysis showing external launch volume down
~42% YoY, driving the $246M YoY revenue decline despite 5% higher total launch count.

Launch Economics: The Reusability Moat in Numbers

Falcon 9's cost structure is the foundation of SpaceX's competitive position. The vehicle costs approximately $67M
at list price to commercial customers, while SpaceX's internal cost per launch is estimated at $15-28M per
AEI/NASA analysis. That implies gross margin on external launches of approximately 60-75% before overhead of
facilities, workforce, and R&D — economics closer to a software business than a traditional aerospace contractor.

The economic logic is simple. A Falcon 9 first stage costs roughly $30-35M to manufacture initially. Reflown 15-20
times (the average booster has now achieved double-digit reuses), the per-flight manufacturing cost of the first
stage drops to $1.5-2.3M. The second stage ($12M, expendable) and propellant (~$300K) are paid on every flight.
This is why SpaceX has achieved over 530 successful booster landings and more than 540 launches completed by
a flight-proven booster. Each additional reuse reduces the effective unit cost by definition.

FUNDAMENTAL EDGE - SPACEX IPO PRIMER - MAY 2026 41


https://www.cnbc.com/2025/05/06/spacex-gets-faa-permission-for-fivefold-increase-in-launches-in-texas.html
https://www.cnbc.com/2025/05/06/spacex-gets-faa-permission-for-fivefold-increase-in-launches-in-texas.html
https://www.faa.gov/space/stakeholder_engagement/spacex_starship_ksc
https://www.faa.gov/space/stakeholder_engagement/spacex_starship_ksc
https://www.spacex.com
https://www.aei.org/articles/moores-law-meet-musks-law-the-underappreciated-story-of-spacex-and-the-stunning-decline-in-launch-costs/
https://www.spacex.com
https://www.spacex.com

FUNDAMENTAL .
‘V ELDJG.E SpaceX IPO Primer THE THREE BUSINESSES

Competitor cost benchmarking:

Vehicle Cost/kg to LEO (Customer) Reusability Annual Launch Rate
Space Shuttle ~$54,500/kg Partial ~4-5/yr

Ariane 5 ~$9,167/kg Expendable ~5-6/yr

Falcon 9 (reusable) ~$2,720/kg Yes (booster) ~130+/yr

Falcon Heavy ~$1,400/kg Yes (3 boosters) ~5/yr

Starship (target) ~$100-200/kg Yes (full stack) TBD

Sources: NASA Technical Report (2018); AEI, March 2024; Wikipedia, Space launch market competition

The cadence advantage amplifies the cost advantage. At 170 launches in FY2025, SpaceX's fixed infrastructure
costs — Starbase, Cape Canaveral, Vandenberg, drone ships, the technical workforce of 14,000+ — are distributed
across more launches than all other global competitors combined. An Intereconomics (2025) study found
reusability only becomes economically decisive above 6-9 launches/year. SpaceX is running at 170/year. The
structure is self-reinforcing: Starlink's internal launch demand (122 of 170 FY2025 launches) guaranteed the
cadence that funds the fixed cost base, which funds the reusability investment, which lowers unit cost below any
competitor's break-even.

The price-to-cost gap also raises a longer-term strategic question: as competitors close the reusability gap (Blue
Origin's New Glenn achieved its first orbital success in January 2025; Rocket Lab Neutron targets Q4 2026), how
will SpaceX price Falcon 9 in a more competitive commercial market? The answer may be deliberate undercutting.
SpaceX's internal cost advantage is wide enough to price below any competitor's full cost while still generating
margin, as it did in the 2015-2020 period that drove Ariane 5 and ULA Delta IV out of commercial GEO.

Why Is Space Losing Money at $4B Revenue?

The $657M FY2025 and $662M Q1'26 operating losses are driven overwhelmingly by Starship R&D, not Falcon
manufacturing economics. Space R&D expense escalated from $1,538M (FY2023) to $3,004M (FY2025) to $930M
in Q1'26 alone (annualizing to $3.7B). SpaceX is burning capital to develop what management believes will be a
zero-marginal-cost orbital platform.

Decomposing the Q1'26 Space P&L loss of $(662)M:

e Revenue: $619M

e Cost of Revenue: $281M (45.4% of revenue — Falcon 9 manufacturing is well-controlled)

e R&D: $930M — the single largest line item, representing pure Starship investment

e SG&A: $70M

e Total Costs: $1,281M

The gross margin on Falcon 9 launches themselves is structurally sound: at $67M list price and estimated internal
cost of $15-28M per AEI/NASA analysis, Falcon 9 runs at ~60-75% gross margin on external launches. The R&D

burden is the problem. Space Adj EBITDA collapsed from $1,154M (FY2024) to $653M (FY2025) to $(351)M in Q1'26
— the first quarter since 2018 that Space was Adj EBITDA negative on a sustained quarterly basis.

Starship has cost "more than US$15 billion" cumulatively per Wikipedia citing SpaceX, with development running at
approximately $4 million per day as disclosed in a 2024 SpaceX legal filing. The FY2025 Space capex of $3,832M
(and $1,052M in Q1'26 alone) funds Starbase expansion, LC-39A infrastructure, and Starship fleet manufacturing —
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all pre-revenue investments.

Backlog Decline: $28.4B to $27.6B Sequential

The Space segment backlog declined from $28,377M (December 31, 2025) to $27,621M (March 31, 2026): a
$756M sequential decrease. Recognition timing shifted — as of Q1'26, ~36% of backlog is expected within one
year, up from ~32% at year-end, meaning near-term revenue recognition is actually accelerating. The gross
backlog compression suggests three things.

1. Revenue outpaced new bookings in Q126: $619M recognized against new awards. With NSSL Phase 3 Lane 2
($5.9B) awarded April 2025, new booking additions should be stable — the backlog decline implies some
deferrals or scope reductions in the existing book.

2. Customer launch count compression: External launch volume fell to an estimated 7 in Q1'26 (from 12 in Q1'25),
consistent with some customers shifting their manifest timing or encountering satellite readiness delays.

3. Structural ceiling: Backlog cannot grow indefinitely against a 1770-launches-per-year cadence capacity. $27.6B
represents roughly 6-7 years of Space segment revenue at the current rate, which is a healthy book-to-bill
dynamic.

The backlog remains formidable. The deferred revenue component within backlog grew from $12.1B to $13.2B
sequentially, indicating near-term cash collection is actually improving even as the headline backlog contracted.

Falcon 9 Record and Operational Reliability

Falcon 9's safety record is the underappreciated part of its competitive position. With a 99%+ mission success rate
and approximately 620 total orbital launches through Q1'26, Falcon 9 is the most reliable orbital launch vehicle in
history by flight count. Boeing's Starliner required NASA to fly Butch Wilmore and Suni Williams home on Crew
Dragon after thruster failures made Starliner too risky to return the crew — reinforcing SpaceX's monopoly on U.S.
crewed spaceflight. The S-1 confirms SpaceX "launched 11 of the 12 NSSL medium and heavy lift missions" in 2025.
The one it didn't launch was a competing vehicle, not a SpaceX failure. That reliability record is the foundation of
the government customer relationship: DoD and NASA cannot afford mission failures on classified national security
payloads.

Falcon Heavy provides the high-energy upper tier: at ~$1,400/kg to LEO and $97M list price, it is the vehicle of
choice for NASA science missions (Psyche, Europa Clipper, Roman Space Telescope, Dragonfly — collectively
$806.6M in NLS Il task orders) and for high-energy DoD missions like USSF-52 and GPS constellation deployments.
No competitor currently offers a comparable heavy-lift reusable vehicle in the Western market.

Competitive Position

SpaceX's market share in mass to orbit — approximately 82—-84% globally in 2024-2025 per Herald Online and AEI
— is without precedent in the history of the launch industry. Even excluding internal Starlink missions, SpaceX
holds ~46% of external customer upmass in 2024. The competitive dynamics:

e ULA/Vulcan: Certified for NSSL in March 2025, then immediately degraded by a SRB failure on its 4th flight
(February 2026 USSF-87), prompting Space Force to pause Vulcan NSSL missions. Vulcan is expendable and
structurally uncompetitive on economics without government subsidy. ULA's NSSL Phase 3 Lane 2 value is
$5.37B — a political insurance buy by the DoD, not a competitive threat.

¢ Blue Origin New Glenn: Inaugural orbital success January 2025; awarded $2.39B in NSSL Lane 2 for 7 missions
starting Order Year 2. Cadence and reliability remain unproven. First-stage recovery not yet demonstrated.
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e Rocket Lab Neutron: On-ramped to NSSL Lane 1 March 2025; first launch now targeted Q4 2026 per Wikipedia.
Medium-lift (13MT LEO) cannot compete for large DoD or commercial GEO payloads.

e China (CASC/Commercial): 70 Chinese launches in 2025 but ITAR-fenced from Western commercial payloads
entirely. Not a commercial competitive threat to SpaceX's customer base.

* Ariane 6: 7 launches in 2025 per Herald Online; expendable, high-cost, serving EU institutional mandates, not a
commercial market competitor.

The reusability advantage is structural: Intereconomics (2025) found that reusability only becomes economically
decisive above 6-9 launches/year at given price points. SpaceX's 170 launches/year distributes fixed infrastructure
cost over a volume no competitor can approach, creating a self-reinforcing cost advantage that compounds
annually.

Starship's Commercial Economics: What the Market Is Waiting For

Starship's commercial economics are the most consequential unresolved financial question in the S-1. No
commercial Starship launch pricing has been publicly disclosed. SpaceX has stated internally that Starship's target
operating cost is below $100/kg to LEO at full cadence and refurbishment, compared to Falcon 9's $2,940/kg (list
price). NextBigFuture analysis (January 2025) puts the fully-reusable single-flight cost at approximately $90-100M
per mission at initial cadence (before amortizing the vehicle development cost), which translates to $600-$900/kg
to LEO on a cash-cost basis at 100-150MT payload. At 6+ reuses per vehicle, the per-flight marginal cost drops to
$15-20M (propellant + refurbishment), with $/kg approaching $100-150.

The commercial pricing question is strategic, not just economic:

* Internal Starlink use: SpaceX will charge itself the manufacturing cost, not a market price. This is the accounting
mechanism through which Connectivity capex falls as Starship scales. If each Starship can deploy 400+ V2 Mini
satellites per launch versus 21 on Falcon 9, the per-satellite launch cost plummets from $700K-$1.3M to
$25-50K — an 18-40x reduction. This alone would reduce Connectivity annual CapEx by several billion dollars
at current constellation replenishment rates.

» External commercial pricing: The first public Starship commercial launch price will be closely watched. Musk has
indicated prices of $200-400M per mission initially, declining over time. SpaceNexus (February 2026) tracks
Starship as "TBD" with a target of $100-500/kg to LEO. A contract above $200M per mission would be roughly
3x Falcon 9's list price but 10-15x more payload capacity — implying dramatically lower $/kg and reorienting the
commercial launch market overnight.

e NASA HLS dependency: The Artemis Ill crewed lunar landing requires orbital propellant transfer — multiple
Starship tanker launches per landing mission. Each HLS mission involves an estimated 15-17 Starship flights per
Reason Foundation analysis. At full accounting cost, the economics must be compatible with the $2.89B HLS
Option A fixed-price contract — implying SpaceX must execute the crewed lunar mission for under $200M per
Starship flight (across the 15+ flights) to remain profitable on the HLS contract.

The first revenue-generating Starship mission changes the Space segment's financial narrative from "paying
$4M/day for a test program" to "generating the highest-capacity, lowest-$/kg orbital lift in history." That transition
is the single binary catalyst for Space segment re-rating.
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Forward Catalysts

1. Starship Orbital Operationalization — The S-1 states Starship V3 "expected to carry 100 metric tons to orbit."
Successful full-stack reuse with rapid turnaround unlocks: (a) Starlink V3 mass deployment at dramatically lower
per-satellite cost; (b) first commercial Starship launch contracts (none yet priced publicly); (c) Artemis Ill crewed
lunar landing (net new ~$4B HLS milestone recognition). IFT-10 (August 2025) demonstrated payload
deployment; IFT-11 (October 2025) demonstrated controlled reentry. Orbital refueling demonstration is the next
critical milestone — required for Moon and Mars missions.

2. NSSL Phase 3 Mission Flow — 28 missions with $5.9B ceiling flow through FY2027-2032. First OY1 batch of 7
missions ($845.8M) assigned April 2025. This provides a steady revenue floor that is contractually locked.

3. Golden Dome — SpaceX/Palantir/Anduril consortium is the reported frontrunner for the custody layer
(400-1,000+ satellites). A $2B+ contract for an AMTI platform was reported by GovConWire (November 2025).
Total Golden Dome program cost is $175-185B (DoD estimates) — a generational procurement cycle.

4. International Government Contracts — Italy's reported €1.5B ($1.6B) Starshield/Starlink telecom deal
(Bloomberg, January 2025) was still in "advanced discussions" at year-end 2025. If executed, it represents a
template for sovereign Starshield contracts across NATO allies.

KEY DRIVER — Watch This Metric: Starship First Revenue-Generating Commercial Launch

The binary event for Space segment re-rating: when Starship transitions from test-cost to revenue-generating
commercial asset. Every quarter of delay is ~$900M in Space R&D expense with zero offsetting revenue from the
vehicle. Every quarter of acceleration brings the marginal-cost-of-launch revolution forward and unlocks mass
Starlink V3 deployment at a cost structure that would change the Connectivity segment's margin profile.

"What Kills the Bull Case" — Space Segment 1. Starship integration failure: A catastrophic vehicle loss during
commercial operations (not a test flight) would trigger an FAA stand-down of 12-18 months, set back the
development program 2-3 years, and potentially imperil NASA HLS contracts if schedule slippage violates
performance milestones. The $4M/day burn rate continues regardless. 2. DoD customer concentration /
political risk: ~70%+ of Space's external revenue is U.S. government (NASA + DoD + NRO). Musk's political
exposure is actively flagged in the S-1risk factors. A significant friction event (congressional hold, contract
dispute, ITAR violation) could structurally impair the government revenue base with limited short-term
alternatives. 3. Backlog attrition acceleration: If the sequential $756M backlog decline reflects a structural
trend (customers deferring or canceling) rather than timing, the Space segment's book-to-bill deteriorates and
the $27.6B book is not as defensible as it appears.

IIl.LB — Connectivity Segment Deep Dive

Business Model: The Subscription Empire

The Connectivity segment is the financial engine of SpaceX. At $11,387M in FY2025 revenue — 61% of consolidated
revenue — with $4,423M in operating income (a 38.8% operating margin), Connectivity is the only segment
generating GAAP profits at scale. It funds Starship R&D and absorbs Al losses.

Revenue decomposition (S-1and analyst estimates):
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Service Tier Approx. % of Subs Monthly ARPU (Est.) Notes

Residential (US/EU/ANZ) ~55% $100-120/mo Standard, Priority plans
Residential (Emerging Markets) ~30-35% $15-40/mo Africa, LatAm, SE Asia
Enterprise ~5-10% $200-500/mo Dedicated bandwidth SLAs
Maritime/Aviation ~2-3% $1,000-5,000+/mo Starlink Maritime, Aviation tiers
Government/Military ~1-2% Contract (very high) CONUS + NATO allies
Direct-to-Cell <1% Emerging (wholesale to MNO) Early stage with T-Mobile et al.

Sources: UV Netware analysis (2026); Economy Insights (2025); S-1revenue disclosure

Revenue recognition: subscriptions are recognized ratably over the subscription period (monthly/annual); hardware
(terminals) recognized at point-in-time on transfer of control; government capacity contracts recognized over time
per contract terms.

Operating Performance: The Scalability Story

FY2023 FY2024 FY2025
Subscribers (M) 2.3 4.4 5.0 8.9 10.3
ARPU ($/mo) $99 $91 $86 $81 $66
Revenue ($M) $3,869 $7,599 $2,475 $1,387 $3,257
Op Income ($M) $469 $2,006 $1,033 $4,423 $1,188
Op Margin (%) 12.1% 26.4% 41.7% 38.8% 36.5%
Adj EBITDA ($M) $1,602 $3,849 $1,618 $7,168 $2,087
Adj EBITDA Margin 41.4% 50.6% 65.4% 62.9% 64.1%
CapEx ($M) $2,455 $3,498 $814 $4,178 $1,332

Source: SpaceX S-1segment tables, May 2026

The margin expansion trajectory from 41.4% Adj EBITDA (FY2023) to 64.1% (Q1'26) shows fixed-cost absorption at
work. Connectivity's cost structure is dominated by satellite depreciation and ground infrastructure, both largely
fixed. As subscribers 4.5x'd from FY2023 to Q1'26, incremental revenue flowed almost entirely to the bottom line.
Cost of Revenue grew from $2,786M to $5,921M (FY2023 to FY2025) while revenue grew from $3,869M to
$11,387M — CoR grew 2.1x against revenue growing 2.9x.

The ARPU Debate: Structural Reset or Promo Cycle?

The most contested metric in the Connectivity segment: ARPU has declined from $99 (FY2023) to $91 (FY2024) to
$81 (FY2025) to $66 (Q126). The clean YoY comparison is Q125 $86 > Q126 $66 = -23.3% YoY, materially larger
than the prior annual run-rate of 6-11% compression. (Comparing $66 against the FY2025 full-year average of $81
produces a "-18.5%" figure that mixes a single quarter against an annual average and is not a clean sequential
read.) Two competing narratives:
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Bear Case — Structural Reset: The Q1'26 step-down reflects a mix-shift that is permanent. The approximately 1.4M
net new subscribers added in Q1'26 (from 8.9M to 10.3M) are disproportionately from lower-ARPU emerging
markets where Starlink prices at $15-50/month to drive adoption. As the US/Europe/ANZ residential market
saturates (already >50% penetration of rural unserved households in some geographies), incremental subscriber
growth must come from lower-income geographies. If Starlink needs to reach 40-60M subscribers to justify its
constellation economics, the ARPU at that scale — weighted toward developing markets — could settle at
$40-55/month, implying a materially different revenue profile than the current $66.

The FundaAl Starlink deep dive notes Starlink's $/GB cost is already approaching terrestrial fiber unit economics in
certain geographies, creating pricing pressure from terrestrial 5G FWA (T-Mobile Home Internet at $50/month) that
limits ARPU upside in premium markets.

Bull Case — Temporary Promotional Compression: The Q1'26 ARPU may reflect aggressive promotional pricing
(subsidized trial rates, regional launch discounts) that SpaceX deployed to capture the next subscriber cohort.
Historical pattern: subscriber cohorts enrolled at lower prices trend toward ARPU expansion as users upgrade plans
(Basic to Priority), add features, or move to Business tiers. Enterprise and maritime customers are the
fastest-growing non-residential segments per analyst estimates. The FundaAl analysis notes the $/GB revenue
decline is "significantly slower than $/GB cost" — the scissors effect means gross margin expands even as
headline ARPU compresses.

Our View: The $66 Q1'26 ARPU likely reflects genuine mix-shift amplified by promotional intensity, with a floor
somewhere in the $60-70 range. ARPU stabilization or modest recovery (to $70-75) in H2'26 as promotional
cohorts churn or upgrade would be the key signal that the structural reset narrative is wrong. A continuation of
comparable YoY decline in Q2'26 would validate the bear case and require a full re-underwrite of Connectivity's
revenue trajectory.

Unit Economics: The Full Picture

Terminal (CAC embedded in hardware):

e Current standard Gen2 "pizza box": $349 list retail (US); manufacturing cost estimated at $350-450 net of
subsidies

» Historical terminal subsidy: the original Gen1terminal cost ~$1,500-2,000 to manufacture, sold for $499 — a
$1,000-1,500 per-subscriber acquisition cost embedded in hardware

» Current CAC: terminal subsidy has largely been eliminated as manufacturing costs declined. At $349 retail
against ~$350-450 cost, SpaceX is approximately at breakeven on hardware per FundaAl analysis

e This is a step-function improvement from 2022, when the effective CAC (terminal subsidy + launch cost
allocation) reached ~$2,500 per subscriber, requiring 25+ months to recoup at $99/month

Satellite cost structure:

» V2 Mini satellite: approximately $2,500/kg manufacturing cost per Intereconomics (2025); at ~750kg per
satellite = ~$1.875M per satellite

 Internal Falcon 9 launch cost per satellite: at 21 satellites per launch and $15-28M internal launch cost, the
per-satellite launch allocation is ~$700K-$1.3M

« Total cost per satellite deployed: approximately $2.6-3.2M per satellite
» At 9,600 operational satellites (Q1'26), total constellation capital deployed: ~$25-31B cumulative — consistent
with $4.2B in annual connectivity capex

LTV math at steady state:
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e At $66/month ARPU x 12 months = $792 annual revenue per subscriber
« Connectivity gross margin ~50-55% (CoR was $1,651M on $3,257M revenue = 50.7% gross margin in Q1'26)
» Annual gross profit per subscriber: ~$385-435

e Customer lifetime assumed 5-7 years (no S-1 disclosure on churn; most satcom operators see 10-15% annual
churn in consumer): LTV per subscriber ~$1,900-3,000

e Even at aggressive ARPU compression to $50/month and 15% annual churn, the satellite + terminal economics
are recoverable in 2-3 years at 55% gross margin. The business model survives significant ARPU downside.

Satellite Scale: 9,600 Satellites, 10.3M Subscribers

The S-1discloses 9,600 Starlink satellites in LEO as of Q1'26, serving 10.3M subscribers across 164 countries. The
FCC has authorized a total of 15,000 Gen?2 satellites (per January 2026 FCC order DA-26-36A1), plus the original
Gen1 authorization of 4,408 satellites, with Gen3 filings for 30,000 additional spacecraft pending. Jonathan
McDowell's tracker (May 2026) confirms 10,413 total Starlink satellites in orbit as of late May 2026, with 10,397
working.

The Gen2 satellite (V2 Mini) carries approximately 4x the throughput of Gen1 per SpaceX's publicly stated relative
performance claims. Capacity per subscriber is improving rapidly even as subscriber count grows — a critical
sustainability indicator for service quality at scale.

Direct-to-Cell: TAM Expander, But Not Yet Revenue

The S-1discloses approximately 650 DTC-capable Starlink V1 Mobile satellites, with 7.4 million monthly unique
devices connecting, across ~30 MNO partners including T-Mobile, Optus, Telstra, Rogers, KDDI, Salt, Entel, Kyivstar,
VMO2 and others. T-Satellite with Starlink commercially launched July 23, 2025 with text messaging; data services
followed in October 2025.

Revenue model is a critical open question. Gwynne Shotwell's public statement (Ookla, October 2025) is the
clearest disclosure: "We will be initiating discussions with telcos in a different way now... almost providing
wholesale capacity to their customers." This implies a wholesale/capacity model (SpaceX sells capacity to MNOs
who price to consumers) rather than a direct consumer relationship. Economics TBD, but at T-Mobile's pricing
($10/month for non-T-Mobile subscribers; included free in Experience Beyond at ~$100/month for 3 lines), the
incremental revenue to SpaceX from DTC is likely in the single-dollar-per-subscriber-per-month range initially,
scaling as data services and voice are added.

The bear case: 1.8M beta users signed up, but adoption dropped off significantly once the service moved to
$10/month, per LinkedIn analysis (April 2026), which notes "most subscribers rarely hit the dead zones where
satellite kicks in." The DTC addressable opportunity is real — covering 500,000+ square miles of previously
uncovered US territory — but monetization is early. The strategic value is spectrum control, international expansion,
and positioning as a global carrier layer underneath existing MNOs.

EchoStar spectrum: The S-1references a partnership with EchoStar for direct-to-cell, and one industry source
notes SpaceX "acquired $17 billion in spectrum licenses from EchoStar in 2025" — this figure requires independent
verification and is flagged as [source needed] for the specific deal structure. The January 2026 FCC order did
authorize DTC operations globally and added MSS spectrum, which is the regulatory foundation for international
DTC expansion.
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Scale Economics: Fixed Costs Over a Growing Base

The most powerful financial dynamic in Connectivity is what happens to fixed costs when subscribers grow 4.5x.
The satellite constellation — 9,600 satellites — is largely deployed. New subscriber additions require only
incremental terminal hardware (at or near breakeven), incremental bandwidth management, and customer service.
They do not require proportional increases in satellite manufacturing or launch costs, because the network capacity
far exceeds current demand.

This creates a distinct cost structure compared to terrestrial ISPs:

e Terrestrial ISPs must continuously invest in local infrastructure (last-mile fiber, cable plant) for each new
geographic market

e Starlink's capital investment is front-loaded (constellation deployment) and then largely fixed per existing
geography

* The result: incremental operating margin on each new subscriber approaches the gross margin level (~50%),
which is why Adj EBITDA margin expanded from 41% to 64% as subscribers scaled

Connectivity CapEx of $4,1778M in FY2025 and $1,332M in Q1'26 (annualizing to $5.3B) reflects ongoing
constellation replenishment (satellite design life ~5 years in LEO) and Gen2/Gen3 expansion, not new geographic
buildout. As Jonathan McDowell's tracker confirms, 10,413 Starlink satellites are in orbit, of which 9,213 are in
operational shells — providing extensive redundancy. The Gen2 (V2 Mini) satellites' ~4x throughput advantage
over Gen1 means capacity per unit area is compounding even before new satellite count additions. At Starship
scale, the per-satellite launch cost potentially falls to $100K from ~$700K-1.3M on Falcon 9, which would reduce
the replenishment capex by 80-90% per satellite deployed — a future margin tailwind that is entirely
Starship-execution-dependent.

Satellite Infrastructure: The Historical Precedent

Investors contextualizing Starlink's unit economics should understand why the 1990s LEO broadband pioneers —
Iridium (bankruptcy 1999), Globalstar (bankruptcy 2002), Teledesic (never launched) — failed, and why the
structural difference today is decisive:

 Iridium's terminal cost: $3,000 handset + $3-8/minute calls at peak. Iridium filed bankruptcy in August 1999 with
only 10,000 subscribers against 52,000 needed to break even — despite $5B+ invested
 Starlink's terminal cost: $349 retail with SpaceX at/near manufacturing cost breakeven; $66/month subscription

 Iridium's satellite manufacturing cost: ~$14,000/kg (contemporaneous estimate). Starlink: ~$2,500/kg per
Intereconomics (2025) — a 5.6x manufacturing cost advantage

 Iridium's launch cost: Paid full commercial rate to Motorola-linked contractors. Starlink: internal at $15-28M per
Falcon 9 flight

» The decisive difference: SpaceX's vertical integration (launch + satellite manufacturing + constellation
operations + subscriber relationship) eliminates every external cost layer that killed the 1990s predecessors

Enterprise and Aviation: The ARPU Floor Thesis

The bear case on ARPU assumes residential emerging-market mix dominates the subscriber trajectory. The bull
case rests on a counterweight: high-ARPU enterprise, aviation, and maritime verticals that are growing
proportionally faster and are structurally insulated from terrestrial 5G competition.

The ARPU differential is significant. According to Sacra's enterprise connectivity analysis:

» Aviation: ~$300,000/year per aircraft ($25,000/month) — a single commercial aircraft is worth approximately
300-375 residential subscribers at $66/month blended ARPU
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e Maritime: ~$34,000/year per vessel ($2,833/month) — a single ship is worth ~43 residential subscribers

e Government/military (Starshield capacity access): contract pricing, but effectively unlimited — a single bilateral
sovereign contract (ltaly €1.5B, reported NATO discussions) can exceed 100,000 residential
subscriber-equivalents

Starlink Aviation has the most visible enterprise pipeline. United Airlines had approximately 350 regional aircraft live
on Starlink by end-2025; Delta began equipping mainline aircraft in 2025; Air France/KLM and Qatar Airways have
signed deployment agreements. At $25,000/month per aircraft, 10,000 commercial aircraft — roughly 25% of the
global commercial fleet — would contribute $30B in annualized aviation-only revenue. Even 2,000-3,000 aircraft at
steady state generates $6-9B annually. This is not yet incorporated in the base case but represents a material
ARPU floor that insulates aggregate blended ARPU from residential mix-shift more than the headline numbers
suggest.

The Quilty Space analysis (March 2026) notes that government revenue — especially military COMSATCOM under
the pLEO IDIQ contract (ceiling raised from $900M to $13B for satellite services) — is structurally separated from
Starlink's commercial ARPU disclosure. The pLEO IDIQ alone, where Starlink captured 97% of task orders, provides
a revenue floor not visible in the disclosed ARPU metric. This creates a systematic understatement of effective
blended revenue per Starlink capacity unit.

Competitive Threats: Real, But Constrained

Amazon Kuiper: Deployed 54 satellites as of June 2025 (27 in April, 27 in June) and faces an FCC 50%-deployment
deadline of July 2026 it almost certainly cannot meet. Amazon has sought a waiver, per ITIF comments to FCC
(March 2026). Amazon's competitive advantage (AWS integration, global logistics, Prime ecosystem) is real but
Kuiper is 5+ years behind in deployment and has zero subscribers. In February 2026, Amazon purchased 10
additional Falcon 9 launches from SpaceX for Kuiper deployment — a competitor acknowledging it cannot build its
constellation without SpaceX's launch capacity.

Chinese Constellations (Guowang/Qianfan): Guowang has ~168 operational LEO satellites; Qianfan has ~180
satellites as of April 2026. Neither is commercially available to Western customers. Strategic threat is to Starlink's
market positioning in Asia/Africa/LatAm, where China has political influence and where Starlink's regulatory access
is contingent on individual country approvals.

AST SpaceMobile (Nasdaq: ASTS): Targeting broadband speeds (not just messaging) direct-to-device. BlueBird 7
launched on New Glenn in February 2026. Partners include AT&T, Verizon, Vodafone. The Starlink DTC service is
narrowband (messaging) while AST targets broadband — potentially a meaningful service differentiation if AST
achieves reliable coverage. However, AST's constellation scale is orders of magnitude smaller and the path to
continental coverage is multi-year.

Terrestrial 5G FWA: T-Mobile Home Internet at $50/month is structurally competitive with Starlink's $80-120/month
residential tier in markets where 5G coverage is available. As 5G FWA expands, Starlink's rural premium shrinks.
This is the organic margin compression risk in developed markets and explains why ARPU in the US has not
increased despite subscriber additions.
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KEY DRIVER — Watch This Metric: ARPU Stabilization

The single most consequential observable for Connectivity: whether the $66 Q1'26 ARPU holds, recovers, or
continues declining in Q2-Q3'26. At 10.3M subscribers, each $10/month change in blended ARPU = ~$1.2B in
annualized revenue and ~$600M in annualized operating income at current margins. If ARPU stabilizes at $70-75
as emerging-market promotional cohorts mature and enterprise/aviation mix builds, Connectivity is on a path to
$16-20B revenue in 2026 with 38-40% operating margins. If ARPU continues declining toward $55-60, the
revenue and profit outlook needs a significant haircut even against strong subscriber growth.

"What Kills the Bull Case" — Connectivity Segment 1. ARPU structural collapse below $55: If the
emerging-market mix fully overwhelms premium-tier growth, Connectivity's revenue could plateau at $13-15B
even with 15-20M subscribers, insufficient to fund the company's $10B+ annual capex requirement from
Connectivity alone. 2. Kuiper achieves deployment at scale (2027-2028): If Amazon's distribution advantage
(Amazon.com marketplace, AWS bundling, Prime ecosystem) allows Kuiper to acquire subscribers rapidly
once deployed, it directly competes for the high-ARPU enterprise and US residential tiers that generate most
of Connectivity's operating income. 3. FCC/ITU regulatory adverse action: Spectrum coordination disputes
(Dish/ViaSat contested Starlink's EPFD waiver in the January 2026 order), satellite debris incidents, or foreign
regulatory exclusions in large markets could impair service geography and growth trajectory.

IIl.C — Al Segment Deep Dive

What Is Inside the Al Segment

The Al segment was created via the February 2, 2026 xAl Merger, in which SpaceX acquired X.Al Holdings Corp.
(parent of xAl, which had itself absorbed X Corp. on March 28, 2025) via all-stock transaction. Per the S-1, both
mergers are accounted for as reorganizations of entities under common control — no goodwill, no intangible
step-up, combined at historical carrying amounts. The Al segment comprises four distinct business layers:

1. Al Compute Infrastructure — Colossus 1 (Memphis): 100,000 H100 GPUs, ~130 MW, built in 122 days. Colossus
2 (Memphis): Two clusters — 110,000 GB200 GPUs (~210 MW, 91 days) and 110,000 GB300 GPUs (~220 MW,
64 days). Total nameplate capacity: 1.0 GW as of Q1'26. This compute is currently almost entirely contracted to
Anthropic under the May 2026 Cloud Services Agreement.

2. Grok Al Models and Products — Grok 4 (launched May 1, 2026), Grok 4.20 (multi-agent, 2M context), Grok Build
0.1 (coding). Grok Voice, Imagine (10 billion images/month, 2 billion videos/month as of Q1'26). 117 million Grok
MAUs as of Q1'26 — 21% of X's 550M total MAU base.

3. X Social Platform — The former Twitter, acquired by Musk for $44B in October 2022, absorbed into xAl March
2025, absorbed into SpaceX February 2026. X had ~550M MAU (Q1'26), with 6.3M paid subscribers (4.4M X
Premium/Premium+, 1.9M SuperGrok tiers). X ad revenue: approximately $1.8B in FY2025 per Social Media
Today's S-1analysis — representing 39.9% of Twitter's pre-acquisition 2021 advertising peak of $4.5B.

4. Strategic Initiatives — Macrohard (agentic Al platform with Tesla); Terafab (chip manufacturing initiative with
Tesla and Intel, goal: 1terawatt/year of compute hardware production); orbital data center development.

Financial Performance: The Magnitude of Investment

Metric FY2023 FY2024 FY2025 Q126

Al Revenue ($M) $2,961 $2,620 $3,201 $818
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Metric FY2023 FY2024 FY2025 Q126

Al Op Loss ($M) $(3,973) $(1,561) $(6,355) $(2,469)
Al Adj EBITDA ($M) $1,222 $347 $(1,237) $(609)
Al CapEx ($M) $463 $5,633 $12,727 $7,723
Al CapEx / Revenue 0.16x 2.15x 3.98x 9.44x

Source: SpaceX S-1segment tables, May 2026

The Al segment's CapEx-to-Revenue ratio of 9.44x in Q126 — with $7,723M in capex against $818M in revenue —

is the most striking single metric in the S-1. On an annualized basis, the Al segment is spending approximately $31B
per year in capex against a ~$3.3B revenue run rate. The S-1is unambiguous: "We expect a multi-year investment
horizon before these deployments translate into sustained positive Segment Adjusted EBITDA for our Al segment."

The Anthropic contract is the pivot. At $1.25B/month through May 2029, the annualized revenue run-rate from
Anthropic alone is $15B — nearly 5x the FY2025 Al segment revenue of $3.2B. That one contract, if sustained,
transforms the Al segment's revenue picture even as operating losses persist at the R&D level.

Revenue Mix: The Anthropic Concentration Problem

Anthropic contract mechanics: The May 2026 Cloud Services Agreement grants Anthropic access to all of
Colossus 1's compute capacity (220,000+ NVIDIA GPUs, 300+ MW). Ramped at reduced fee in May-June 2026;
full rate of $1.25B/month commences July 2026. Total value at full rate through May 2029: approximately $45 billion
(36 months x $1.25B). Either party can terminate with 90 days' notice — no minimum term, no break fees disclosed
for Anthropic specifically.

Breaking down Al segment Q1'26 revenue of $818M:

» Anthropic contract was in ramp phase (reduced fee) during Q1'26 — full $1.25B/month commences July 2026,
so Q1'26 does NOT yet include full Anthropic revenue

« X advertising revenue: ~$450M per quarter (annualizing $1.8B FY2025 estimate)

e X subscription revenue: ~$91M per quarter (annualizing $365M FY2025 combined X+Grok subscriptions per
TechCrunch S-1 analysis)

« Alinfrastructure solutions and data licensing: ~$277M per quarter

At full run-rate ($1.25B/month = $3.75B per quarter from Anthropic alone), the Al segment transforms from $818M
to approximately $4.5-5.0B in quarterly revenue — a 5.5-6x step-up. The problem: this is concentrated in one
customer (Anthropic) with a 90-day termination right. This is a CSP-style contract with a customer simultaneously
pursuing alternative compute: Anthropic has committed to multi-year deals with AWS (~$100B over 10 years, 5
GW), Google Cloud (5 GW, ~$43B total commitment), and $30B in Azure/Microsoft/NVIDIA capacity. Anthropic is
using Colossus 1 primarily for inference (not training), because Colossus 1's mixed H100/H200/GB200 architecture
is less efficient for frontier model training per Tom's Hardware reporting.

The structural concentration risk: if Anthropic terminates in 2027 as AWS Project Rainier and Google's 5 GW come
fully online, SpaceX must find replacement compute customers for Colossus 1 at short notice to avoid a revenue
cliff. Musk has stated he is \"in discussions with other companies to do the same\" — but no alternative contracts
have been disclosed.
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CapEx Anatomy: What Is Being Built

The Al segment's $12,727M in FY2025 capex and $7,723M in Q1'26 alone (annualizing to ~$31B) is primarily GPU
cluster procurement and associated power infrastructure. Key subsequent events crystallize the scale:

e Valor Transaction Ill (April 24, 2026): CTC (SpaceX subsidiary) entered a 5-year equipment lease with Valor
Equity Partners (related party; Antonio Gracias, Valor Founder, sits on SpaceX's board) for $6,587M in
undiscounted lease payments for Al hardware. Combined Valor obligations (I + Il + Ill) total approximately $15.6B.
These are treated as failed sale-leaseback transactions — financing obligations on the balance sheet.

e Turbine Acquisition (April 30, 2026): SpaceX contracted to purchase mobile gas turbines for approximately
$2,000M to power data centers. This reflects the "Power Wall" constraint: global data center electricity demand
is projected at 1,700 TWh in 2026, with transformer lead times stretched to 36-48 months. SpaceX is bypassing
the grid interconnection queue with distributed generation.

» Tesla Megapack purchases: $506M in FY2025 and $191M in FY2024 for grid storage at data centers — a
related-party transaction at "manufacturer's suggested retail price."

The total Al capital commitment (capex + Valor leases + turbines) suggests a trajectory toward 2-3 GW of total
compute capacity, consistent with building a hyperscale Al infrastructure competitor rather than just an inference
hosting service.

X as a Business: Durable Value or Liability?

X's advertising revenue declined from ~$4.5B peak (2021 pre-acquisition) to approximately $1.7-1.8B in
FY2024-FY2025. The causes are well-documented: advertiser exodus post-acquisition, brand safety concerns,
DSA regulatory friction. The European Commission assessed a EUR 120M fine for DSA violations (included in
SpaceX's $530M litigation accrual at December 31, 2025, reduced to $399M by March 31, 2026 as some matters
settled).

Can X recover to advertising profitability independently? The math is difficult:

e X Premium subscriptions: $365M combined X/Grok subscriptions in FY2025 on 6.3M paid subscribers — at
$8-40/month depending on tier, this is near-ceiling given only 1.1% of MAUSs are paying subscribers

« Ad revenue recovery to $3B+ would require restoring advertiser confidence that has structurally migrated to
TikTok, Instagram, and YouTube

« Platform operational restructuring liabilities remain $312M as of March 31, 2026, down from $443M at December
31, 2025

The bull case for X is Grok integration driving paid subscriber conversion: 117M Grok MAUs against only 1.9M
SuperGrok subscribers = 1.6% conversion. If that reaches 5-10%, X's subscription revenue scales to $2-4B
annually without ad recovery. The bear case is that 79% of X's MAUs never interact with Grok — suggesting
platform stickiness, not Al adoption, is driving the retained user base, and monetization upside is narrower than
Musk assumes.

Grok Competitive Position: Benchmark Leader or Niche?

The Chatbot Arena leaderboard (OpenLM.ai, May 2026) ranks Grok-4.20 at ELO #1 (1496) above Claude Opus 4.5
(1462) and OpenAl 03 (1424). Grok 4.3, released April 30, 2026, ranked #1 on CaselLaw v2 (79.3%) and #1 on
CorpFin per Vals Al analysis cited by VentureBeat, suggesting genuine strength in legal and financial reasoning
workflows.
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Enterprise adoption tells a different story. Ramp's enterprise spending data (May 2026) places xAl at 1.9% of
businesses paying for Al services — a distant fourth behind Anthropic (34.4%) and OpenAl (32.3%). Grok wins on
leaderboard ELO while losing on enterprise developer mindshare.

The competitive threats are significant:

e Anthropic Claude: $30-45B ARR, 80% enterprise/API revenue mix, 1,000+ customers spending >$1M annually,
dominant in coding (Claude Code at 54% enterprise coding market share)

e OpenAl: $20B+ ARR in 2025, Q1'26 $5.7B quarterly revenue, 50M+ paying subscribers, Azure distribution
machine

* Meta Llama: Open-source with 1.2B cumulative downloads, 1TM/day download rate — competes for inference
workloads that xAl APl would otherwise capture

The talent attrition post-merger is the deepest structural concern. All 11 xAl co-founders (excluding Musk)
departed by May 2026, including the pretraining lead, reasoning team lead, and world models lead. Over 50
researchers left between February and May 2026. At least 11 joined Meta, 7 joined Mira Murati's Thinking Machines
Lab. Musk acknowledged Macrohard (the coding Al initiative) had "stalled." This is an extraordinary organizational
disruption — departing from a $250B valued entity suggests structural, not financial, dysfunction.

Grok V9-Medium (1.5T parameters) finished training May 2026; public release targeted June 2026. Whether Grok 5
(in training at Colossus 2) represents a meaningful capability step-up without the founding research team that
architected Grok 2-4 is the open question.

The Cursor Option: Strategic Optionality at a Price

The April 19, 2026 Cursor option agreement gives SpaceX the right (not obligation) to acquire Anysphere, Inc.
(d/b/a Cursor) at an implied equity value of $60.0 billion — payable in Class A common stock at VWAP — within 30
days of the earlier of: (a) 7 trading days post-IPO, or (b) September 30, 2026. This creates a binary decision event
within weeks of the IPO.

Strategic rationale: Cursor is the leading Al coding tool, with an estimated $2B+ ARR as of early 2026 (per analyst
estimates from the Anthropic relationship; Cursor itself has not disclosed revenue). With Grok losing ground to
Claude Code (54% enterprise coding market share) and Macrohard stalled, acquiring Cursor would give SpaceX a
proven enterprise developer platform with real revenue and distribution.

The math is uncomfortable. Cursor's balance sheet: $3.1B total assets ($2.7B cash), $0.55B liabilities, $2.55B net
assets. At $60B implied equity value, the implied goodwill is $57.5B — 22.5x net assets. Cursor's intangible value is
primarily its developer user base, codebase, and team, all of which are highly people-dependent and could erode
under integration pressure. The $10B kill fee ($1.5B option termination + $8.5B deferred services fee under the
compute agreement) represents the cost of optionality — SpaceX pays a substantial option premium to preserve
the right to buy at a predetermined price in a window of maximum optionality value.

The xAl Co-Founder Exodus: Organizational Risk Quantified

The talent attrition story warrants granular treatment because it directly affects Grok's competitive trajectory. All 11
XAl co-founders (excluding Musk) departed by May 2026, in a cascade that began with Igor Babuschkin (Chief
Engineer, formerly DeepMind/OpenAl) in August 2025 and culminated with Manuel Kroiss (Pretraining Team Lead)
and Ross Nordeen (co-founder, right-hand operator) in May 2026. Beyond the co-founders, over 50 researchers
and engineers departed between February and May 2026. The talent redistribution: at least 11 went to Meta, 7 to
Mira Murati's Thinking Machines Lab, 2 (including Nordeen) to Anthropic.
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The critical loss is at the pretraining layer: large language models are fundamentally shaped by the pretraining
team's architectural decisions, data curation strategies, and training recipes. Manuel Kroiss led pretraining at xAl
from inception through May 2026. The team that trained Grok 1 through Grok 4 — establishing the architecture that
currently competes on Chatbot Arena — has largely departed. Grok V9 (1.5T parameters, finished training May
2026) is likely the last model with direct continuity to the founding team's architectural vision. Whether the
successor team — reportedly being rebuilt partly through Cursor poaching — can maintain the innovation cadence
is the core Al organizational risk.

Musk acknowledged on May 6, 2026, that xAl "was not built right the first time around, so is being rebuilt from the
foundations up." This is an extraordinary admission for a $250B valuation entity that had, as recently as Q1'26,
produced the top-ranked model on Chatbot Arena.

Is Al a Value-Creating or Value-Destroying Segment?

At the current run-rate ($3.3B annualized revenue, ~$10B annualized operating loss, ~$31B annualized capex), the
Al segment is consuming capital at a pace that requires at least one of three things: (a) the Anthropic contract and
future compute hosting generate sufficient revenue to justify the infrastructure investment; (b) Grok establishes a
market leadership position commanding enterprise pricing power; or (c) the orbital data center thesis creates a
supply-side position unavailable to terrestrial hyperscalers.

The honest math: at Q1'26, the Al segment is destroying approximately $3.10 of value per dollar of revenue ($2.469B
operating loss / $818M revenue). The Anthropic contract will change this dramatically. At $3.75B/quarter from
Anthropic plus existing X/Grok revenue, quarterly Al revenue approaches $4.5-5.0B against an R&D cost structure
that scales more slowly than compute hosting revenue. The critical assumption is that Anthropic does not terminate
in the next 12 months as its own hyperscaler capacity scales. The 90-day termination clause makes this an
existential single-contract dependency for the segment's financial viability.

The orbital data center thesis — SpaceX has sought FCC approval for up to one million satellite data centers —is
real as a long-term optionality story, but engineering constraints are binding in the near term. The Carbon Trust
analysis concludes that a 5 GW orbital data center requires ~2,000 Starship launches and $180B in launch cost
alone, not viable before the mid-2030s at the earliest. Google CEO Sundar Pichai acknowledged that thermal
management and on-orbit reliability are "two of the major hurdles" before orbital compute is viable at scale. Google
is nonetheless in talks with SpaceX to explore orbital data centers — validating the long-run thesis without
endorsing near-term commerciality.

KEY DRIVER — Watch This Metric: Anthropic Renewal + Comparable Third-Party Revenue

The Al segment's narrative in the next 12 months reduces to a single question: does SpaceX sign one or more large
compute customers at comparable scale to Anthropic before Anthropic's renewal decision in 2027-2029? Musk
has indicated he is in discussions — but with Anthropic simultaneously locking in AWS, GCP, Azure, and Fluidstack
capacity, the universe of compute buyers large enough to sign $1B+/month contracts is narrow: OpenAl
(anti-competitive given Grok rivalry), Microsoft (already primary OpenAl partner), Meta (self-funded), Google
DeepMind (self-funded). If Anthropic is truly the only viable $1B+/month compute tenant, the contract
concentration risk is unresolvable in the near term. Discovery of at least one additional named large customer
contract before the end of 2026 would be the strongest possible bull signal for the Al segment.

"What Kills the Bull Case" — Al Segment 1. Anthropic terminates with 90-day notice before SpaceX can find
replacement revenue: At $1.25B/month, Anthropic is >100% of the Al segment's pre-Anthropic FY2025
run-rate revenue. A termination in 2027 when AWS Rainier and Google's 5 GW are fully online would create an
immediate ~$15B revenue hole with utilization charges continuing on Valor leases and GPU depreciation. The
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operating loss would spike to $3-4B quarterly on a segment basis. 2. Grok talent attrition proves fatal to
model quality: If the departure of all 11 co-founders and 50+ researchers results in Grok V9 and Grok 5 failing
to maintain the current leaderboard position relative to GPT-6, Claude 5, and Gemini 4, then xAl's
differentiation thesis collapses. X data is a durable moat, but without a capable research team to exploit it,
data advantage is insufficient. 3. Cursor option: exercise at $60B for a team that walks: If the Cursor
acquisition is exercised but key team members (who presumably joined Cursor for equity, now being bought
with SpaceX stock) depart post-acquisition, SpaceX will have spent $60B (in stock) for a product that
degrades without its architects — and must record $57.5B in goodwill that immediately tests for impairment.

Segment Summary: Three Businesses, Three Timelines

Space Connectivity Al

FY2025 Revenue $4,086M $11,387M $3,201M

Q126 Revenue $619M $3,257M $818M

Q126 Op Income (Loss) $(662)M $1,188M $(2,469)M

Q126 Adj EBITDA $(351)M $2,087M $(609)M

Q126 CapEx $1,052M $1,332M $7,723M

Maturity Proven cash generator Scaling profit engine with Early-stage infrastructure bet
burdened by Starship ARPU watch
development

Time horizon to Falcon profitable; Starship Already profitable; ARPU Multi-year per S-1 guidance

profitability 2027-2029 stabilization key

Dominant risk Starship slip; Gov. ARPU mix-shift; Kuiper Anthropic termination; Talent
concentration deployment loss

Key catalyst Starship first commercial ARPU stabilization in Named second large compute
launch Q2-Q3'26 customer

Sources: SpaceX S-1(May 2026); Space Force NSSL Award; Anthropic blog; TechCrunch S-1 Analysis

Part Il ends. Part IV will address valuation framework, comparable analysis, and scenario modeling.
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Part IV — FE Analytical Stack

SpaceX IPO Primer | Fundamental Edge | Brett Caughran

For buy-side use only. No investment recommendation.

Section Purpose: This section applies Fundamental Edge frameworks to the SpaceX S-1 disclosures, the
segment deep dives in Part lll, and the pattern recognition in Part V. Each subsection deploys a specific FE
skill. The output is not a "buy" or "sell." It is a probabilistically calibrated analytical structure for sizing,
stress-testing, and monitoring a position.

IV.A — Focus Five Quality Assessment

FE Focus Five Framework: The Focus Five grades companies A-F on five dimensions that together define
earnings power quality and franchise investability. Applied here to SpaceX as a prospective public entity as of
the May 2026 S-1 filing. Grades incorporate current state and trajectory; a "C" with a sharp upward trajectory
is analytically different from a "C" declining.

Factor 1: Organic Revenue Growth — Grade: A—
FY2025 Revenue: $18,674M (+33.2% YoY)
SpaceX's consolidated revenue has compounded at 33-67% for three consecutive years. At this revenue scale,

that growth rate has no peer in global public markets. The $18,674M FY2025 figure on a +33.2% organic basis
earns a premium, but segment decomposition is required before awarding the top grade.

Segment FY2025 Revenue YoY Growth Quality Assessment

Connectivity $11,387M +49.8% Organic, subscriber-driven, recurring

Space $4,086M +7.6% Contract-gated, government-backlog-dependent
Al $3,201M +22.2% Includes Anthropic ramp (contracted but

single-counterparty)

Revenue quality is excellent for one-and-a-half of three segments. Connectivity's 49.8% growth is the purest: 10.3
million subscribers as of Q1'26 (up 4.5x from 2.3M in FY2023), each representing recurring monthly economics at
improving gross margins. The SpaceX S-1 discloses Connectivity Adj EBITDA of $7,168M on $11,387M revenue
(62.9% margin) in FY2025, margins that rival the best pure-play software businesses at this scale.

Space growth of 7.6% tracks contract cadence rather than competitive position. The $27.6B backlog as of March
31, 2026 anchors near-term Space revenue, but external customer launches fell from 12 (Q1'25) to an estimated 7
(Q1'26), compressing quarterly Space revenue by $246M YoY despite a 5% higher total launch count.

Starlink subscriber growth of 4.4x in five quarters (from 2.3M in FY2023 to 10.3M in Q1'26) is the key data point.
That is the organic growth engine justifying the top rating. The trajectory is not decelerating: Q1'26 added
approximately 1.4M net new subscribers (+16% sequential, +106% YoY) despite a 23.3% YoY ARPU decline (Q1'25
$86 > Q1'26 $66).
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What Would Have To Be True To Upgrade to A: Maintain or accelerate subscriber growth (>100% YoY) for two more
consecutive years and demonstrate ARPU stabilization above $65 in Q2-Q3'26, establishing the floor that removes
the structural ARPU risk.

What Would Have To Be True To Downgrade to B+: ARPU continues declining below $60 in Q2'26, net new
subscriber additions fall below 1.0M in any quarter through FY2026, or Space segment revenue falls further on
external customer attrition.

Factor 2: Margin Trajectory — Grade: B (with Wide Dispersion by Segment)
FY2025 Adj EBITDA: $6,584M (35.2% margin) | GAAP Net Loss: $(4,937)M

The margin story at SpaceX is a tale of three distinct businesses. The composite grade masks the extraordinary
range:

Segment Q126 Op Income (Loss) Q126 Op Margin Trajectory

Connectivity = $1,188M 36.5% (GAAP); 64.1% (Adj EBITDA) 1 Expanding

Space $(662)M -107% { Declining (Starship R&D)

Al $(2,469)M -302% {4 Accelerating losses (CapEx ramp)

Connectivity (Grade: A+): Adj EBITDA margin expanded from 41.4% (FY2023) to 50.6% (FY2024) to 62.9%
(FY2025) to 64.1% (Q1'26). This is textbook fixed-cost amortization: the satellite constellation (9,600 satellites,
~$25-31B cumulative capital) is largely deployed; each new subscriber adds revenue against largely fixed
infrastructure costs. Cost of Revenue grew 2.1x from FY2023 to FY2025, against revenue growing 2.9x. At
$2,087M Adj EBITDA in Q1'26 on $3,257M revenue, Connectivity at scale resembles a broadband royalty stream
with minimal incremental capital requirements.

Space — burdened by Starship (Grade: C): Space R&D escalated from $1,538M (FY2023) to $3,004M (FY2025) to
an annualized rate of $3.7B in Q1'26, driven almost entirely by Starship development. Falcon 9's own gross margin
on external launches remains ~60-75% at list price vs. internal cost; the problem is the $4M/day Starship
development burn layered on top. Space Adj EBITDA went from $997M (FY2023) to $653M (FY2025) to $(351)M in
Q1'26, the first sustained Adj EBITDA-negative quarter since 2018. This is a temporary structural condition:
Starship's first commercial launch converts the R&D cost center into a revenue-generating asset, likely inflecting
EBITDA sharply. But "likely" and "when" are the operative words.

Al — the anchor (Grade: F in current state, with option value): An operating margin of -302% in Q1'26 ($818M
revenue vs. $(2,469)M operating loss) is the most extreme capex-intensity metric in any segment of any public or
semi-public company at this scale. The Al segment capex-to-revenue ratio reached 9.44x in Q1'26 ($7,723M
CapEx / $818M revenue), annualizing to ~$31B of Al capex against a ~$3.3B revenue run rate. The SpaceX S-1
explicitly discloses that SpaceX "expects a multi-year investment horizon before these deployments translate into
sustained positive Segment Adjusted EBITDA for our Al segment." The Anthropic contract ($1.25B/month from July
2026 through May 2029) transforms the near-term Al revenue picture: at $15B annualized from Anthropic alone,
the segment moves toward a breakeven trajectory. The 90-day mutual termination clause introduces binary
revenue risk that prevents a clean margin assessment.

Composite Grade: B. Connectivity justifies an A; Space and Al drag the composite to a B. The margin trajectory is
the most bifurcated of any investable company at this scale.

What Would Have To Be True To Upgrade to A—: Space R&D spend declines as Starship transitions from
development to operational use; Al segment Adj EBITDA loss narrows from $(609)M in Q1'26 to $(300)M or better
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by Q4'26 as Anthropic revenue ramps.

Factor 3: Capital Intensity — Grade: F (with Distinction Between Maintenance and Growth)
FY2025 Total CapEx: $20,737M (111% of Revenue) | Q126 CapEx: $10,107M (215% of Q126 Revenue)
At $20.7B in FY2025 CapEx against $18.7B in revenue, SpaceX's consolidated capital intensity is unprecedented

for a company of this size with any claim to technology economics. This is the single most challenging dimension in
the Focus Five. It must be understood as the sum of three fundamentally different capex profiles:

Segment FY2025 CapEx CapEx/Revenue Economic Character

Connectivity $4,1778M 37% Maintenance + growth; highly productive

Space $3,832M 94% Development investment; Starship binary

Al $12,727M 398% Massive growth investment; Anthropic-dependent return

Connectivity CapEx — high quality: 37% of revenue in FY2025, declining from 63% in FY2023 as revenue scales.
This is constellation replenishment plus expansion capex, with each dollar producing strong returns as
demonstrated by the 62.9% Adj EBITDA margin. Connectivity capex in FY2025 of $4,1778M generated $7,168M in
Adj EBITDA, a return on CapEx of 1.7x in year one, compounding indefinitely as the constellation amortizes. This is
A-grade capital deployment.

Space CapEx — developing asset: $3,832M in FY2025, primarily Starbase and LC-39A infrastructure for Starship
plus Falcon 9 fleet maintenance. This is R&D-adjacent capital that creates option value (Starship operational
capability) rather than immediate returns. Until Starship's first revenue-generating commercial mission, Space
CapEx is binary.

Al CapEx — extreme and concentrated: $12,727M in FY2025 and $7,723M in Q1'26 alone (annualizing to ~$31B) for
GPU cluster buildout (Colossus 1: 100,000 H100 GPUs; Colossus 2: 110,000 GB200 + 110,000 GB300 GPUs; total 1.0
GW namepilate). This is justified only if the Anthropic contract ($1.25B/month, ~$15B annualized at full rate)
continues and if SpaceX can attract additional hyperscale compute customers. Without Anthropic, the Al CapEx is
unequivocally value-destroying. With Anthropic fully ramped, the math is borderline: $15B annualized Al revenue
against $31B annualized Al CapEx implies a 2.1x capex-to-revenue ratio that is still extreme, though narrowing from
the Q1'26 9.4x level.

A distinction worth making: The Al segment's $12.7B FY2025 CapEx and $7.7B Q1'26 CapEx represent a GPU
procurement surge that is front-loaded and will not sustain at the Q1'26 annualized rate. The Al compute buildout
(Colossus 1 built in 122 days; Colossus 2 first cluster in 91 days; second cluster in 64 days) was an intentional sprint
to get compute online before the Anthropic contract ramped. As Colossus 2 construction peaks, GPU procurement
should normalize to a maintenance-plus-incremental pace of perhaps $5-8B annually rather than sustaining the
Q1'26 surge.

What Would Have To Be True To Upgrade to D: Al CapEx normalizes to $7-10B annualized by Q4'26 as cluster
construction completes; Connectivity CapEx remains at 30-40% of revenue; Space CapEx stabilizes as Starship
reaches operational cadence. This reduces the consolidated capex intensity to 30-40% of revenue by 2027, still
heavy but within the range of infrastructure businesses with durable returns.
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Factor 4. Capital Deployment — Grade: C

Internal Reinvestment: The dominant form. Connectivity Adj EBITDA of $7.2B (FY2025) is largely reinvested into Al
infrastructure and Starship development. In practice, this is a holding company structure: the profitable segment
funds two loss-making segments, and investors must trust the CODM's capital allocation judgment absolutely.
Musk holds 85.1% voting control with no meaningful governance override possible.

M&A: The $93B xAl/X merger (February 2026, accounted for at historical carrying values as a common-control
reorganization) created the Al segment's current structure. The $60B Cursor option (exercisable within 30 days
post-IPO) is the next binary capital allocation event. If exercised, SpaceX would record ~$57.5B in goodwill
(Cursor's $3.1B net assets vs. $60B consideration), creating immediate goodwill impairment risk if the Cursor
business deteriorates post-acquisition. The $10B kill fee ($1.5B option termination + $8.5B deferred services fee)
makes walking away from Cursor costly. SpaceX is in a quasi-forced-march to decide within weeks of the IPO.

Bridge Loan: The $20B bridge loan (March 2026, SOFR + 0.75-1.75%, maturing September 2027) signals organic
capital constraint. The IPO is legally required to apply net proceeds to bridge loan repayment within six months. At a
$75B raise, after 7% underwriting discount (~$70B net), bridge loan repayment ($20B) leaves ~$50B for Al
infrastructure, launch, and satellite capex. This is not a discretionary use of proceeds. The IPO is a financial
necessity, not an opportunistic exit.

Buybacks and Dividends: None possible (private until IPO) and unlikely in the near term given the multi-year capex
cycle for Al and Starship.

Capital Allocation Quality: Core SpaceX capex decisions (Falcon 9 development, Starlink constellation) have been
extraordinary value creators. The xAl/X merger is more complex. X was acquired for $44B in October 2022 and had
~$1.8B advertising revenue in FY2025 (down from $4.5B pre-acquisition peak), implying significant value
destruction in the X platform itself. The question for buy-side PMs: does the Al segment's integrated Al + compute
+ social distribution strategy create enough incremental value to offset X's advertising decline?

What Would Have To Be True To Upgrade to B: Cursor option exercised with successful integration (no key-man
departures, ARR growth demonstrated post-close); Al segment identifies a second or third hyperscale compute
customer at comparable rate to Anthropic; consolidated capex begins declining toward 40% of revenue by
mid-2027.

Factor 5: Terminal Value Perception — Grade: A+
This is where SpaceX wins the quality assessment, without peer.

Terminal value perception is the market's willingness to assign present value to earnings power that does not yet
exist. By this measure, SpaceX is in a category of one. The narrative architecture (Falcon 9 to Starship to Mars
colony; Starlink as the global internet backbone; Al compute + frontier model + 550M-MAU distribution platform)
creates a multi-decade story structure that encompasses every major technology and infrastructure investment
theme of the era: Al, space, connectivity, energy, defense, and multi-planetary human civilization.

Comparable narrative arc: Tesla 2010-2020. When Tesla went public in June 2010 at a $1.7B market cap with
$226M raised and a 900-person workforce, the narrative was "electric vehicles will replace internal combustion
engines AND Tesla will lead the transition." Mainstream analysts dismissed it as science fiction for five years; the
stock traded below $30/share for most of 2012. It ultimately produced a 300-fold return over 15 years. SpaceX's
narrative is structurally more comprehensive: it encompasses Tesla's energy thesis plus the internet infrastructure
of satellite broadband plus frontier Al plus what SpaceX frames as "the largest TAM in human history — $28.5
trillion."

Why the narrative quality is highest-in-class:
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1. Mars colony milestone is embedded in Musk's performance award (vesting requires 1 million-person colony).
Management compensation is literally indexed to a species-level objective. No other publicly traded company
has ever done this.

2. Orbital data centers (an FCC application for up to one million satellite data centers) positions SpaceX at the
intersection of Al compute and space infrastructure in a way no other entity, public or private, can replicate.

3. Golden Dome (the reported SpaceX/Palantir/Anduril frontrunner status for the $175-185B national missile
defense architecture) positions Starshield as potentially the most important defense infrastructure contract in
U.S. history.

4. Starship toward $10/kg aspirational target. If achieved, SpaceX's stated belief that Starship can reduce cost to
orbit by 99%+ relative to the NASA historical average of $18,500/kg would create an entirely new economic
universe: satellite telecommunications, orbital computing, asteroid mining, lunar construction. No discounted
cash flow model at any discount rate prices this optionality.

The terminal value perception premium is real and structurally durable because it is tethered to verifiable technical
milestones (Starship IFT-10 deployed Starlink payloads; IFT-11 demonstrated controlled reentry; IFT-12 in May 2026
debuted the V3 vehicle and deployed 22 Starlink simulators, though the Super Heavy booster failed its boostback
burn and the FAA paused further flights pending mishap investigation) rather than pure narrative. Every quarter of
operational execution compounds the narrative premium.

What Would Have To Be True To Downgrade: Starship has 3+ consecutive catastrophic failures at commercial
mission stage; Musk is incapacitated or disengages; a fundamental physics constraint prevents full reusability
(second stage remains expendable at scale). These are low-probability, high-impact tail events.

Composite Focus Five Score and Summary

Factor Grade  Key Callout

Organic Revenue Growth A- 33% consolidated; Connectivity 50% YoY; Starlink subs 4.5x in 5
quarters

Margin Trajectory B Connectivity = A+; Space = C; Al = F. GAAP net loss $(4.9)B
FY2025

Capital Intensity F $20.7B CapEx / $18.7B revenue (FY2025); but Al CapEx is
surge-not-sustained

Capital Deployment © Core reinvestment strong; xAl/X quality unclear; $20B bridge
signals constraint

Terminal Value Perception A+ Highest narrative quality in public markets; Mars + Al + broadband
+ defense

Composite B+ High-quality franchise, constrained by capex cycle.

Price-dependent investability.

FE Callout: SpaceX is a B+ quality business at a potentially A-quality price if the $1.75T target is correct, and an
A-quality business at any price south of $1.25T. The quality gap between the terminal value perception (A+)
and the current capital intensity (F) is the central investment debate. When the capex cycle peaks and Al
revenue ramps, the composite score naturally upgrades toward A-. Investors buying the IPO are paying for
that upgrade in advance, before it has materialized.
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IV.B — The Three Things That Move The Stock

FE framing applied to a narrative-driven mega-cap: The standard #1 Thing framework asks for one metric that,
if you get it right, you get the investment right. For SpaceX, that question splits into two layers. The cash flow
we can audit today comes from one place. The valuation does not. A rigorous buy-side view has to score both
— the variable that moves the stock between prints, and the variables that carry the multiple over a multi-year
holding period.

The Triad

(1) Near-term verifier — Starlink ARPU x Subscribers. The only segment producing material GAAP operating income
today, and the variable most likely to move the stock between prints. This is the conventional #1 Thing and the
focus of the EPS sensitivity work in the second half of this section.

(2) Terminal-value narrative — Starship and the addressable-market story for low-cost orbital, lunar, and Mars-class
missions. Starship is the only vehicle architected for full reusability at scale. It is also the only credible path to
large-mass cislunar, lunar-surface, and Mars-class missions over the next decade. The buy-side framing for
narrative-driven mega-caps prices Starship's commercial cadence as a multiple driver, not a near-term EPS driver.
Reference points the market will price: cost-per-kg trajectory vs. Falcon 9 marginal economics; signed NASA HLS
Artemis Ill / IV awards; DoD Starshield demand; sustained 100+ launches/year Falcon cadence as a margin and
capacity proof point.

(3) Platform Al — xAl / Colossus as the third independent foundation-model platform. The relevant comparables are
not telecom or hardware. They are Anthropic (last primary round at ~$900B, secondary-market repriced above $1T
per Nasdaq Private Market and Forge activity, May 2026) and OpenAl (targeting ~$852B-$1T per
SpaceX/OpenAl/Anthropic IPO tracker, May 2026). Both run at large negative GAAP earnings. Both trade on the
strength of platform-Al narrative: captive compute, hyperscale anchor customers, and the option to be one of two
or three independent foundation-model platforms. SpaceX/xAl brings Colossus 1+2 (220,000+ GPUs, 1.0 GW), Grok
(#1 Chatbot Arena ELO), and a $15B annualized Anthropic anchor contract. The narrative case is that the Al
segment deserves to be valued on the same logic the private markets are already applying to its closest peers.

Why Layer 2 and 3 Matter as Much as Layer 1

Near-term EPS variance is real and it will move the stock by 5-15% over weeks. Multiple expansion or compression
on the Space and Al narrative will move the stock by 30-100% over years. Tesla traded above any reasonable
trailing-earnings anchor for most of 2019-2024. NVIDIA traded at forward multiples conventional models could not
justify through 2023-2025. Palantir traded at 60-100x forward sales through 2024-2025 on Al-platform narrative.
Amazon traded on TAM and reinvestment narrative for two decades before GAAP earnings caught up to the
multiple. The market did not pay for next quarter's number in any of those cases. It paid for terminal-value
perception.

For SpaceX, that means Q2'26 ARPU will move the stock for 48 hours. A successful Starship V3 commercial
demonstration, an NSSL Phase 4 sweep, a meaningful Anthropic contract extension, or a Cursor exercise on
favorable terms will move the multiple for a year. Both layers matter. The remainder of this section quantifies Layer
1 because it is quantifiable; Layer 2 and Layer 3 carry the multiple but resist clean EPS sensitivities.
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The Near-Term Verifier: Starlink ARPU x Subscribers

Connectivity is 61% of FY2025 revenue ($11,387M of $18,674M) and the only GAAP-profitable segment ($4,423M
operating income in FY2025; $1,188M in Q1'26 alone). At the $1.75T target market cap, the enterprise value is
approximately 396x Connectivity's FY25 operating income, 154x Connectivity's FY25 revenue, and 94x total
consolidated FY25 revenue. That set of multiples is what a buyer pays today for demonstrated cash earnings; the
rest of the multiple is being paid for Layer 2 and Layer 3 narrative.

The math that makes this the near-term swing factor: At 10.3M subscribers and $66 ARPU, Connectivity runs at
~$8.2B annualized revenue and $4.7B annualized operating income. Every 5% incremental movement in subscriber
count or ARPU translates to roughly $400-500M in annual operating income and, at the market's implied 50-60x
operating income multiple, $20-30B of equity value. The subscriber x ARPU compound is the variable that moves
the stock between prints. It is not, by itself, what justifies the $1.75T market cap.

The Three KPI Cards

SUBSCRIBERS ARPU OPERATING MARGIN
10.3M (Q1'26) $66/month (Q1'26) 36.5% Q1'26 GAAP
+106% YoY vs. 5.0M Q1'25 -23.3% YoY vs. $86 Q1'25 vs. 41.7% Q1'25; 64.1% Adj EBITDA

Bull: continues toward 25-30M by 2027  Question: does this floor above $60, or Strong for infrastructure telecom; rivals
continue declining? pure-play software at this scale

Source: SpaceX S-1(May 2026)

Historical Trajectory: The Subscriber-ARPU Compound

Subscribers ARPU ($/mo) Annualized Revenue YoY Revenue Growth
FY2023 2.3M $99 $2.7B —
FY2024 4.4M $91 $4.8B +78%
FY2025 8.9M $81 $8.6B +80%
Q1'26 (ann.) 10.3M $66 $8.2B +49% (YoY Q)
Run-rate Q1'26 10.3M $66 $8.2B —

Source: SpaceX S-1(May 2026) — all metrics directly quoted from MD&A (line ~2535)

The Q126 inflection is the critical data point. Revenue growth has stayed high (+49% YoY on a quarterly basis)
despite a 23.3% YoY ARPU decline, because subscriber growth (4.5x in five quarters) has more than offset the
ARPU compression. But the math becomes more demanding: to sustain 50%+ revenue growth with ARPU at $66,
SpaceX needs subscriber growth to accelerate above 50% YoY, meaning 15M+ subscribers by Q1'27 and 22M+ by
Q1'28. Whether that is achievable determines whether the growth narrative is intact or deteriorating.

The $66 ARPU is the question around which the entire investment debate orbits. Bear interpretation: structural
mix-shift as developed-market saturation forces SpaceX to grow internationally at $15-40/month pricing,
permanently resetting blended ARPU to $45-55 range. Bull interpretation: enterprise, maritime, aviation, and
government tiers (growing proportionally faster at $1,000-50,000+/month) will stabilize and ultimately lift the
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blended rate as they become a larger share of the mix.

FY2027 EPS Sensitivity Table (5-Scenario Analysis)
Assumes 25-30% incremental operating margin on Connectivity revenue; 13.5B diluted shares for bull, 14.5B bear.

FY2027 FY2027 FY2027 Connectivity Connectivity Op Connectivity EPS Implied Connectivity
Subs ARPU Revenue Income Contribution P/E

Bear 14M $58/mo  $9.7B $2.5B $0.17 41x

Low 16M $62/mo  $11.9B $3.6B $0.26 26x

Base 20M $66/mo  $15.8B $5.4B $0.40 17x

Bull 25M $70/mo  $21.0B $8.0B $0.59 10x

Upside = 30M $75/mo  $27.0B $11.5B $0.85 7x

Notes: Connectivity op margin assumed 34% (bear/low), 34% (base), 38% (bull/upside) — consistent with Q1'26
36.5% GAAP op margin and FY2025 38.8% trajectory. Connectivity EPS contribution uses segment op income only;
consolidated EPS would be reduced by Space R&D and Al losses.

Translation to market cap: At $1.75T implied target cap and 13.5-14.5B diluted shares, the implied share price is
$121-138. If Connectivity bears out the bull scenario (25M subs x $70 ARPU = $8.0B op income), the Connectivity
segment alone would justify a $280B-$480B standalone valuation at 35-60x operating income, representing
16-27% of the $1.75T target from a single segment's 2027 earnings. The upside scenario (30M subs x $75 ARPU =
$11.5B Connectivity op income x 50x = $575B) implies Connectivity alone approaches one-third of the entire target
valuation.

The Transmission Mechanism: 5-Box Framework

[1] CONSTELLATI ON DEPLOYMENT / COST- PER- SAT CURVE

- 9,600 sats in LEO -~ Gen3 with Starship at $100K/sat vs. $2.6M sat now

- Each Starship launch depl oys 400+ V3 sats vs. 21 on Falcon 9

!

[2] SUBSCRI BER ACQUI SI TI ON BY SEGVENT

- US/EU residential: ~55% of subs, $100-120/npo ARPU, approaching saturation
- Energing markets: growi ng ~30-35% $15-40/ no ARPU

- Enterprise/Maritinme/Aviation: fastest-grow ng, $1,000-50, 000+/ no

- Direct-to-Cell: 7.4M nonthly uni que devices, early-stage revenue

I

[3] ARPU BY SEGMENT M X

- Blended $66/np (Ql' 26) = wei ghted average across all tiers

- Bull: Enterprise/aviation mx lifts blended toward $70-75

- Bear: Energing market mix dilutes toward $50-55

!

[4] CONNECTI VI TY OPERATI NG | NCOVE

- QL' 26: $1,188M GAAP op incone (36.5% margin)

- FY2025: $4, 423M GAAP op incone (38.8% margin)

- Scal e flywheel: each new sub after constellation deployed - ~50% i ncrenental nargin
!

[5] CONSCLI DATED EPS x MJULTI PLE = MARKET CAP DELTA

- At $1.75T / 13.5B shares = $130 inplied share price

- Each $1 of annual Connectivity op inconme per share x 25-40x nultiple = $25-40/ share i npact
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Bull Signals to Watch (5 Specific Indicators)

1.

Maritime/aviation ARPU stabilization above $5,000/vessel-aircraft-month with 50%+ YoY growth in this tier.
These are the highest-ARPU segments at $25,000-50,000/aircraft/month for aviation and
$2,833-5,000/vessel/month for maritime. If these grow from their current <5% of subscriber base to 8-10%,
they arithmetically floor blended ARPU even with continued emerging market subscriber additions.

Direct-to-cell revenue first quantified disclosure. The S-1discloses 7.4M monthly unique DTC devices across
30+ MNO partners including T-Mobile, Optus, Telstra, Rogers, KDDI. When SpaceX first breaks out wholesale
DTC revenue in a public disclosure, the implied per-device economics will establish whether DTC is a
$500M/year business or a $5B/year business, a critical new revenue line.

. US and European subscriber net additions re-accelerating. If net adds in premium-ARPU developed markets

recover (signaling Starlink has not saturated its addressable population and is gaining share vs. 5G FWA), ARPU
compression pressure eases. Watch for any regional disclosure or qualitative commentary on Q3-Q4'26.

. ARPU bottoming above $60 by Q4'26. The bear case requires continued ARPU compression; the base case

assumes stabilization at $65-70 by year-end 2026 as the promotional cohort from aggressive Q1'26 subscriber
acquisition matures. Two consecutive quarters of flat or rising ARPU would definitively defeat the "structural
reset" narrative.

Gross margin per terminal expanding toward breakeven or positive. Current Gen2 terminal (retail $349,
manufacturing ~$350-450) is approximately breakeven on hardware. If terminal costs decline with
manufacturing scale (SpaceX produces ~60 terminals/week at the Redmond facility) to below $300 while retail
pricing holds, hardware becomes a margin contributor rather than a subsidy, improving unit economics per
customer.

Bear Risks: 5 Specific Catalysts for Thesis Impairment

1.

ARPU prints below $60 in Q2'26. A second consecutive quarterly print of comparable YoY magnitude to Q1'26
(-23% YoY) would validate the structural mix-shift bear case. At $55 blended ARPU and 11M subscribers,
FY2026 Connectivity revenue would be ~$7.3B, essentially flat vs. Q4'25 run rate, destroying the growth
narrative at the segment level.

Amazon Kuiper deploys 800+ operational satellites in 2026 and initiates commercial beta testing. As of June
2025, Kuiper had deployed only 54 satellites against its FCC deadline; it has requested a 24-month extension.
But Amazon has purchased additional SpaceX launches and is accelerating deployment. If Kuiper reaches
commercial service meaningfully before 2028 with AWS enterprise bundling, it competes directly for the
highest-ARPU tiers (enterprise, cloud-hybrid) that hold Starlink's blended ARPU above $60.

AST SpaceMobile commercial launch with AT&T/Verizon at scale, offering broadband DTC speeds. AST's BlueBird
satellites target true broadband speeds to standard smartphones, not just messaging. If AST achieves 100+
Mbps DTC broadband commercially by Q4'26 with AT&T and Verizon wholesale distribution, it directly
competes with Starlink DTC and potentially with Starlink residential as a premium mobile alternative. AST's Block
2 targeting 45-60 satellites in 2026 is the deployment watch item.

Direct-to-cell pricing pressure compresses MNO wholesale revenue below $3/device-month. T-Mobile DTC is
priced at $10/month for non-T-Mobile subscribers; SpaceX's share of that $10 is the core revenue model. If
wholesale rates are below $2-3/device-month (consistent with the most pessimistic wholesale satellite
spectrum pricing models), DTC becomes a marketing spend item for SpaceX rather than a revenue driver,
capping the TAM at messaging-tier economics rather than full broadband economics.
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5. Chinese Guowang/Qianfan reaches 200+ subscribers per square kilometer in target markets (sub-Saharan Africa,
Southeast Asia, LatAm). Combined Guowang (~168 sats) and Qianfan (~180 sats) are 4-5 years behind Starlink in
deployment and have not demonstrated commercial broadband at scale. But China has political relationships in
non-Western markets where Starlink faces regulatory barriers, and if Chinese constellations achieve competitive
pricing through state subsidy in these geographies, Starlink's addressable growth in the next 2 billion users is
constrained.

IV.C — Management Three Layer Cake

FE Three Layer Cake Framework: Management quality is assessed across three layers (Trust, Fit, and
Execution), each scored /5. The compound score determines whether management is an investment tailwind,
neutral, or a reason to discount the fundamental analysis. Applied here to Elon Musk as CEO/CTO/Chairman
and Gwynne Shotwell as President/COQ, the functional leadership duo of SpaceX.

Layer 1: Trust (Composite Score: 3.5/5)
1a. Personal Integrity — Score: 3.0/5

The factual record is binary by entity. On the SpaceX side: Musk has run SpaceX for 24 years with no material
regulatory violation, no securities fraud allegation specific to SpaceX, and a track record of operational delivery
(620+ successful orbital launches, 99%+ mission success rate, 170 launches in FY2025, more than any other
provider in any year globally). SpaceX's government relationships (NASA commercial crew, NSSL Phase 3,
classified NRO Starshield) represent the highest trust designations in the U.S. national security establishment.
These relationships would not survive a material integrity failure.

On the broader Musk record: the 2018 SEC settlement ("funding secured" tweet regarding Tesla privatization,
$40M settlement, temporary pre-approval requirements for certain Tesla communications) represents a verified
regulatory violation. The ongoing contentious relationship with the SEC (multiple disclosure inquiries, contested
shareholder suits) is a documented governance hazard explicitly flagged in the SpaceX S-1risk factors. Musk's
other affiliations (Tesla, X, Boring Company, Neuralink, DOGE advisory role) create conflict-of-interest exposure
that is structurally difficult to manage at the level of a newly public $1.75T company with institutional shareholders.

The operational record argues for higher trust; the regulatory history and multi-entity distraction argue for discount.
Score: 3.0/5.

1b. Track Record — Score: 4.0/5

The core SpaceX operational track record is extraordinary by any benchmark:

e Falcon 9: the only launch vehicle in history to achieve 20+ reuses of individual boosters, 99%+ mission success
at >620 total orbital launches

 Starlink: 0 subscribers in 2019 to 10.3M subscribers generating $4.4B annual operating income in FY2025

e Commercial Crew: sole U.S. crewed spaceflight provider, including completing the Boeing Starliner rescue
mission

e NSSL dominance: 11 of 12 NSSL heavy/medium missions in FY2025

The Twitter/X acquisition is the principal blemish: the $44B October 2022 acquisition has resulted in advertising

revenue declining from $4.5B (2021 pre-acquisition peak) to ~$1.8B (FY2025 estimate), implying >$30B of value

destruction in the X platform relative to what a rational buyer paying market price in 2022 should have expected at
steady-state operations. The xAl/X merger at $93B combined valuation (February 2026) extended the Musk capital
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allocation thesis into Al, but the fairness of the $93B valuation (which gave xAl a ~$250B valuation against $818M
quarterly revenue and a $(2,469)M quarterly operating loss) has been questioned by shareholder rights advocates.

Score: 4.0/5. Exceptional on SpaceX operations, genuinely mixed on capital allocation outside the core
launch/satellite business.

1c. Communication & Transparency — Score: 3.5/5

SpaceX's IPO disclosure is well-structured and unusually forthcoming for a first-time public filer. The S-1 discloses
the Anthropic 90-day termination clause, the all-11-cofounders departure from xAl, the Cursor option termination
exposure, and the specific bridge loan covenants. Information that many issuers would bury or omit. The S-1is
longer and more specific than most peers; the financial statement segment disclosure is granular enough to enable
the analysis in this primer.

Musk's personal communication style is erratic (5 A.M. X posts announcing transactions, cryptic single-word
responses to analyst questions, public feuds with regulators) and creates noise that sophisticated institutional
shareholders must filter continuously. The SEC oversight requirements around Tesla communications, a legacy of
the 2018 settlement, have technically been modified but reflect a pattern of regulatory friction that has not
improved as a function of company maturity. Score: 3.5/5.

Layer 1 Trust Composite: 10.5/15 = 3.5/5

Layer 2: Fit (Composite Score: 4.5/5)

2a. Incentive Alignment — Score: 5.0/5

This is the most extreme founder alignment structure in the history of large-cap public company governance.

e Base salary: $54,080/year (unchanged since 2019 — the California minimum wage for exempt employees,
maintained after Texas reincorporation)

* Annual bonus: None

* Routine equity: None

e Total compensation FY2025: $54,080 in cash + no incremental equity grants

e Performance awards: 1.0B Class B restricted shares (January 2026) + 302M Class B restricted shares (March
2026 replacement of xAl award) = 1.302B total unvested shares

The vesting conditions are extraordinary:

» 1.0B shares vest only at market cap milestones from $500B to $7.5T ($500B per tranche) AND upon
establishment of a permanent 1-million-person Mars colony

« 302M shares vest only at market cap milestones from $1.065T to $6.565T AND upon delivery of
non-Earth-based data centers capable of 100 terawatts/year of compute

At a $1.75T IPO market cap, only the first three tranches of the 1.0B share award (approximately 200M shares at
$1.5T, $2.0T milestones) are in-the-money territory. The vast majority of Musk's compensation is contingent on
performance far beyond the current valuation. The structure is perfectly aligned with long-run shareholder value:
Musk earns essentially nothing unless shareholders have also made substantial returns. Score: 5.0/5.

2b. Situational Alignment — Score: 5.0/5

The FE management archetype framework identifies a "Visionary Founder" archetype (a CEO who sets
long-duration strategic direction, tolerates ambiguity, and builds category-creating businesses) as the ideal type for
a "Growth-to-Scale" lifecycle stage. SpaceX is precisely at the Growth-to-Scale inflection: it has established
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product-market fit (Starlink at 10.3M subscribers, Falcon 9 at 170 launches/year), proven the business model
(Connectivity 62.9% Adj EBITDA), and is now scaling the infrastructure required to capture the TAM. The challenge
at Growth-to-Scale is maintaining operational discipline, attracting and retaining tier-1 institutional talent, and
transitioning from founder-intuition to systems-driven execution. Musk's archetype is perfectly suited to the first
half of that challenge and partially suited to the second.

A recently-public company carries a specific lifecycle dynamic: governance scrutiny intensifies, quarterly reporting
creates new management demands, and institutional shareholders assert pressure on capital allocation. Musk's
response to this lifecycle transition (maintaining 85.1% voting control with no effective institutional override) is the
definitional example of a Visionary Founder refusing to cede operational control. Whether this is an asset or liability
depends on execution: if Starship reaches operational cadence and Starlink reaches 25M+ subscribers, institutional
shareholders will accept the governance structure as the price of the Musk premium. If execution disappoints, there
is no governance mechanism to accelerate change. Score: 5.0/5. Perfect archetype fit, with the caveat that the
recently-public transition is unproven.

2c. Culture Builder — Score: 3.5/5

SpaceX has produced a generation of elite aerospace engineers at Boca Chica and Hawthorne. Shotwell's
leadership has created an organizational culture capable of achieving the engineering velocity demonstrated by
Colossus 2's 64-day build time and the Starship test program's escalating capability. Rapid iteration, tolerance for
test failures as learning events, internal vertical integration: these are genuine competitive assets.

The post-merger Al segment culture is a materially different story. The departure of all 11 xAl co-founders by May
2026, plus 50+ researchers, within months of the February 2026 xAl merger (with at least 11 departing to Meta, 7 to
Mira Murati's Thinking Machines Lab, and 2 including co-founder Ross Nordeen to Anthropic) represents cultural
disruption of an order that would be alarming in any acquisition context. Musk's public statement on May 6, 2026,
that xAl "was not built right the first time around, so is being rebuilt from the foundations up" is an extraordinary
admission for a $250B-valued segment within weeks of the IPO. Score: 3.5/5. Strong aerospace and connectivity
culture; Al culture in active crisis.

Layer 2 Fit Composite: 13.5/15 = 4.5/5

Layer 3: Execution (Composite Score: 4.0/5)
3a. Strategic Vision — Score: 5.0/5

The SpaceX strategic thesis is the most internally coherent multi-decade framework of any company in public
markets: Falcon 9 (reusability breakthrough) to Starlink (cash engine funding everything else) to Starship
(next-order reusability, enabling full-stack conglomerate) to Al compute + frontier model (Colossus 1/2 + Grok) to
orbital data centers + Mars colony (ultimate value capture). Each piece feeds the next. The launch vehicle funds the
constellation; the constellation funds the Al infrastructure; the Al infrastructure positions SpaceX for the compute
market of the 2030s; Starship enables deployment economics for all three at $10/kg to orbit. This is coherent in a
way that distinguishes it from diversified conglomerates where segments share a balance sheet but no operational
synergies. Score: 5.0/5.

3b. Operational Excellence — Score: 4.0/5

The launch record speaks for itself: 170 launches in FY2025, 2,213 metric tons to orbit (more than all other launch
providers combined in any single year in history), 99%+ mission success rate, 40 launches in Q1'26. Starlink
subscriber scaling from 2.3M (FY2023) to 10.3M (Q1'26) in five quarters with Adj EBITDA margin expanding from
41% to 64% is operational excellence at the highest level.
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The Q1'26 Al segment operating loss of $(2,469)M on $818M revenue, combined with the departure of the xAl
founding team, tempers the operational grade. A $7.7B quarterly capex surge generating $818M in quarterly
revenue represents either the most front-loaded capital investment in technology history or a capital misallocation
at scale. The verdict will be visible in the Anthropic contract ramp through FY2026. Score: 4.0/5.

3c. Capital Allocation — Score: 3.5/5

Core SpaceX capital allocation is outstanding: Falcon 9 development cost (<$400M, generated $60B+ in revenue
over 15 years), Starlink constellation ($25-31B in cumulative capex, generating $7.2B in annual Adj EBITDA and
compounding), NSSL contracts ($5.9B in Phase 3 Lane 2 alone). The return on invested capital in the core launch
and satellite businesses is exceptional.

The Twitter/X acquisition ($44B in 2022, current implied value ~$10-15B in advertising-adjusted terms) and the
xAl/X merger structure ($93B combined, with fairness of the xAl component questioned by independent observers)
represent genuinely contested capital allocation decisions where Musk's own judgment may have been influenced
by personal preferences (free speech platform, Al race participation) rather than pure financial return optimization.
The $20B bridge loan requirement (a financing necessity rather than a strategic choice) and the $60B Cursor
option (binary exercise required within 30 days of IPO) are both capital allocation events of the highest
consequence where buy-side PMs must form their own view on whether the acquisition creates or destroys value.
Score: 3.5/5.

Layer 3 Execution Composite: 12.5/15 = 4.2/5

Shotwell Sub-Section: The Stable Hand
Gwynne Shotwell — President and COO since 2008 (17 years)

Shotwell joined SpaceX in 2008 as VP of Business Development, became President and COO in 2008, and has
served in that capacity through the full commercial arc of the company, from the first Falcon 1 orbital success
(September 2008) through 170-launch years and a $1.75T IPO valuation target. Her role is the operational engine
behind Musk's visionary leadership: business development (NASA Commercial Crew contract wins, NSSL Phase 3
negotiations), program execution, and workforce management.

The "Shotwell offsets Musk distraction risk" thesis is one of the most legitimate structural arguments in the SpaceX
bull case. Musk is simultaneously CEO of Tesla (market cap ~$1T), CEO of X (SpaceX subsidiary), involved with
Boring Company, Neuralink, and was an advisory figure in DOGE through at least Q1'26. At 85.1% voting control,
Musk is the irreplaceable strategic decision-maker at SpaceX; without him the company's character fundamentally
changes. Shotwell provides the operational continuity that allows SpaceX's institutional knowledge, government
relationships, and engineering culture to function effectively even when Musk's attention is elsewhere.

Her $1.08M base salary (vs. Musk's $54,080) is appropriate for a President/COO of a $1.75T enterprise. She is a
Class B Director, part of the insider board cohort that controls the 51% Class B board majority regardless of public
shareholder votes.

The bull case on Shotwell: She has never been at a publicly traded company, has managed SpaceX through the
entire commercial crew and NSSL competition, and represents institutional memory that cannot be replicated. If
Musk's attention fragments further across his multiple entities, Shotwell's operational continuity is the insurance
policy.

The bear case: Post-IPO institutional governance pressure may create a Shotwell/Musk dynamic in which
institutional shareholders align with Shotwell's operational conservatism against Musk's capital-intensive
moonshots (Al segment, Cursor acquisition, orbital data centers). This governance tension has no historical
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resolution mechanism given Musk's 85.1% voting control.

Composite Three Layer Cake Score

Layer Score Out of
Trust (Integrity, Track Record, Transparency) 10.5 15
Fit (Incentives, Situational, Culture) 13.5 15
Execution (Vision, Operations, Capital Allocation) 12.5 15
Total 36.5 45
Normalized 81/100 —
FE Rating HIGH QUALITY / INVESTABLE ON MANAGEMENT ALONE =

Red Flags / Green Flags

Flag Materiality

Performance compensation indexed exclusively to market cap milestones and Mars HIGH
colony — zero cash incentive to underdeliver

Shotwell 17-year operational continuity; institutional knowledge irreplaceable MEDIUM

Musk personally put $100M+ into SpaceX in 2002 and has never meaningfully exited HIGH
the position

Government customer trust: NRO classified programs, NASA sole-source crewed HIGH
launch, NSSL dominance

2018 SEC settlement on Tesla securities fraud; ongoing regulatory friction MEDIUM
All 11 xAl co-founders departed by May 2026; 50+ researchers departed HIGH
Musk simultaneously CEO of Tesla (TSLA), X (SpaceX subsidiary), Boring Company, HIGH
Neuralink

Twitter/X acquisition at $44B with >$30B implied value destruction; xAl fairness MEDIUM
contested

No meaningful governance check on capital allocation decisions (85.1% voting control)  HIGH

Locus of Control Attribution
How much of SpaceX's success is Musk-specific vs. systematic?

This is the most important management question for long-duration investors. If the SpaceX success story is
predominantly systematic (favorable macro environment + government contract structure + first-mover network
effects), then Musk's departure or distraction is less catastrophic than the market prices it to be. If it is
predominantly Musk-specific, then his 366-day lock-up is the minimum commitment period any rational investor
should require.
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Systematic factors (non-Musk):

1.

NASA Commercial Crew Program (2006-2014): The Obama Administration's decision to pivot from the
government-run Constellation program to commercial crew contracts created the financial foundation for Falcon
9's development. SpaceX received $396M in Commercial Orbital Transportation Services (COTS) funding, a
government bet on private spaceflight that was policy-driven, not Musk-driven.

. Government contracting structure: The NSSL program requires multiple domestic launch providers, creating

guaranteed market share for SpaceX that would not exist in a pure commercial market. SpaceX's government
dominance is partly a function of being the only credible alternative to ULA, a competitive position maintained by
DoD policy preference, not just technical superiority.

Lack of U.S. competition for 15 years (2010—-2025): Arianespace ceded U.S. commercial customers through
regulatory friction; Russian rockets became unavailable; Boeing/ULA became structurally non-competitive on
price. SpaceX's market share (82-84% of orbital mass in 2024-2025) reflects the absence of competition as
much as the presence of excellence.

Global internet demand: The 2.6 billion people offline in 2024 (ITU) and the 60M unserved Americans (NTIA) are
a TAM that exists independent of Musk's vision. Starlink meets a pre-existing demand that any sufficiently
capitalized LEO constellation would address.

Musk-specific factors:

1.

The reusability decision (2006—-2015): The decision to pursue booster reusability when every aerospace
establishment expert argued it was economically and technically unviable was Musk's. The specific technical
choice to land boosters on drone ships (rather than parachute recovery), the engineering leadership on Merlin
engine development, and the willingness to fail seven times publicly before achieving orbit: these are
founder-specific risk tolerances that no government program or institutional investor would have permitted.

Starlink scale: The decision to build a 42,000-satellite constellation rather than a 300-satellite constellation
(which would have served maritime and government markets adequately) was a Musk-level strategic bet. The
$4.4B annual Adj EBITDA at 10.3M subscribers validates a decision that required ignoring both technical experts
(who doubted the economics) and financial investors (who doubted the capital requirements were justifiable).

Organizational velocity: The 122-day Colossus 1 build, the 91-day Colossus 2 first cluster, and the 64-day
second cluster are organizational speed records reflecting a culture of urgency Musk explicitly demands. No
Fortune 500 company builds a 210 MW data center in 91 days. This velocity is Musk-specific organizational
behavior.

Attribution estimate: Approximately 50-60% of SpaceX's current competitive position is Musk-specific; 40-50% is
systematic (government contract structure, market structure, network effects that now persist independent of any
individual). This estimate has important investment implications: a Musk departure or incapacitation would not
reduce SpaceX to zero. The Starlink subscription base, the government contract backlog ($27.6B), and the Falcon
9 manufacturing infrastructure would persist. But it would likely cost the company 25-40% of its terminal value
perception premium, as the Mars/Starship/orbital compute narrative is inseparable from Musk's personal credibility.

IV.D — What You Have To Believe (WYHTB)

FE WYHTB Framework: Every investment has a set of conditional beliefs that must be true for each scenario to
materialize. Making these beliefs explicit is the most disciplined risk management tool in the FE methodology.
It converts qualitative narratives into falsifiable propositions that can be monitored quarter by quarter. This
section is the core of the primer.
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Bull Case: $2.5T+ Market Cap (+40% from $1.75T target)
For the bull case to materialize, all of the following must be true simultaneously:

1. Starlink reaches 25-30M subscribers by 2027 with ARPU stabilizing above $70.

» Why this requires belief: From 10.3M (Q1'26) to 25M by year-end 2027 requires 14.7M net new subscribers in
approximately 7 quarters, or ~2.1M/quarter, approximately 50% above the current quarterly run rate. ARPU
stabilizing above $70 requires enterprise/maritime/aviation growth to outpace emerging-market consumer
dilution. Both requirements are demanding but within historical trajectory: SpaceX added 5.9M subscribers in
calendar 2025 (from 4.4M year-end 2024 to 10.3M Q1'26), so 14.7M in 7 quarters would represent a modest
acceleration.

« Evidence that could make this true: Direct-to-cell revenue initiates at $5+/device-month across 7.4M current
devices ($500M+/year); aviation ARPU grows 50%+ YoY as United, Delta, Air France fleet deployments ramp;
military COMSATCOM task orders increase under the $13B pLEO IDIQ ceiling.

N

. Anthropic deal renews or expands beyond May 2029 — Al revenue grows to $25-40B annualized by 2028.

» Why this requires belief: The Anthropic deal ($1.25B/month through May 2029) is terminable with 90 days'
notice. For the bull case, Anthropic either (a) expands the contract before 2029, (b) renews at comparable or
better terms, or (c) is replaced by equivalent or larger compute customers. This requires the Anthropic compute
relationship to survive Amazon Rainier (500,000+ Trainium2 chips, fully online by mid-2026), Google's 5GW
compute commitment to Anthropic, and Microsoft/Azure's expanding capacity. Alternatively, Grok must
generate $15B+ of first-party Al revenue, an extraordinary ramp from $818M Q1'26 in 18 months.

» Evidence that could make this true: SpaceX announces a second named hyperscale compute customer before
the May 2029 Anthropic renewal; Grok 5 achieves top-ranked position across enterprise benchmarks (not just
Chatbot Arena ELO) and demonstrates 10%+ enterprise Al market share (vs. 1.9% currently per Ramp data).

w

. Starship reaches operational status in 2027, proving $/kg drops to $200-500.

* Why this requires belief: From May 2026, Starship has 12 test flights behind it and is authorized for 25/year from
Boca Chica and up to 44/year from LC-39A. Operational status by 2027 requires approximately 12-18 months
from a test phase to commercial mission readiness, aggressive but consistent with the FAA authorization
trajectory. At $200-500/kg (vs. Falcon 9's $2,720/kg), Starship transforms Starlink Gen3 deployment
economics and opens new commercial launch markets (large orbital infrastructure, lunar logistics, eventually
Mars missions).

» Evidence that could make this true: Successful orbital propellant transfer demonstration (prerequisite for NASA
HLS and Mars missions); first commercial Starship payload delivery with full first-stage catch; IFT-12+
demonstrates 48-hour or faster turnaround between flights.

4. Al segment achieves operating profitability by 2028 — Anthropic plus third-party customers reach $20B+
revenue.

e Why this requires belief: From $(2,469)M operating loss in Q1'26 to operating profitability by Q4'28 requires: (a)
Anthropic at $15B annualized from July 2026; (b) Grok enterprise revenue growing from ~$277M quarterly
(Q1'26 non-Anthropic, non-X Al revenue) to $3-5B quarterly; (c) Al R&D stabilizing rather than continuing to
escalate. The $7.7B Q1'26 Al capex is the ceiling. As construction of Colossus 2 completes, the capital intensity
normalizes to maintenance levels ($5-8B/year), and the revenue from Anthropic plus additional customers can
cover operating costs.

» Evidence: Named second hyperscale compute customer; Grok 5 enterprise adoption exceeds 10% of
businesses paying for Al services (currently 1.9%); Al segment D&A + R&D peaks and declines in Q3-Q4'26.

5. Cursor option exercised (or comparable M&A) creates $50B+ of new revenue stream by 2028.
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e Why this requires belief: Cursor at $60B implied equity value is currently a ~$2B ARR business with ~20%
enterprise coding market share, growing rapidly. By 2028, if Cursor grows at 50%+ per year (consistent with the
enterprise Al coding market), it could represent $5-10B ARR, meaningful against SpaceX's consolidated revenue
base. The $57.5B in goodwill represents a bet that Cursor's position in enterprise coding (54% dominated by
Claude Code today, but the market is still forming) will sustain against Claude Code, GitHub Copilot, and the
next-generation Al IDE players.

» Risk qualifier: The $10B kill fee makes exercise effectively obligatory. Exercising for $60B (at the VWAP shortly
after IPO) vs. walking away for $10B cash means SpaceX's effective exercise threshold is whether Cursor is
worth $50B or more on a net basis. At current Al market multiples, a $2-5B ARR business trades at $30-100B. If
Cursor retains its team and grows ARR 50%+, the exercise is justified.

6. No major macro shock — capital markets remain supportive of long-duration capex cycles.

e Why this requires belief: SpaceX's $20B bridge loan (SOFR + 0.75-1.75%, maturing September 2027) must be
refinanced by the IPO or rolled. At $1.75T market cap, capital market access is secure; at $800B market cap
(bear case), refinancing terms could be materially more expensive. The multi-year Al capex cycle ($30B+
annualized at Q1'26 run rate) requires sustained confidence in the Anthropic contract and Al infrastructure
returns, confidence that can be disrupted by a credit cycle turn, a technology sector correction, or an Al "winter"
if scaling law returns plateau.

7.NSSL Phase 4 contracts (post-2030) go heavily to SpaceX.

e Why this requires belief: NSSL Phase 3 (FY2027-2032) is contracted. Phase 4, the next generation of national
security launch, will be bid competitively, likely including Starship for super-heavy payloads. If Starship is
operational and Vulcan/New Glenn have achieved scale, Phase 4 will be the most competitive NSSL
procurement in history. SpaceX winning >50% of Phase 4 missions would add $10B+ to the government launch
backlog in the 2030s, sustaining Space segment revenue without price concessions.

Base Case: $1.75T Market Cap (Current Target)
For the base case, the following must be true:

1. Starlink reaches 18—22M subscribers by 2027 with ARPU stabilizing at $65-72.

The middle ground: subscriber growth continues at 50-80% per year (below the accelerating bull case, above
the decelerating bear case), and ARPU finds a floor in the $65-70 range as enterprise/maritime mix offsets
continued emerging-market consumer dilution. Revenue compounds at 35-50% per year for two more years.

N

. Anthropic deal continues at current rate (no termination, no expansion) through 2029.

$1.25B/month from July 2026 through May 2029 = ~$45B in contracted revenue. This is the base case anchor
for the Al segment. It does not require Anthropic renewal, additional customers, or Grok enterprise
breakthrough. It simply requires the contract to run its disclosed term.

3. Al segment continues to operate at 20—-30% operating loss through 2027, narrowing to ~10% by 2028.

With Anthropic fully ramped ($3.75B/quarter from Al compute), X advertising stable at ~$1.8B annualized, and
X/Grok subscriptions growing modestly, Al segment quarterly revenue reaches ~$5.5-6B by Q4'26. At Q1'26
non-revenue cost levels ($3.3B quarterly operating costs), the segment loss narrows to ~$1B quarterly, a
manageable drag given Connectivity's $8B+ annualized profit generation.

4. Connectivity Adj EBITDA margin holds 60%+.
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The current 64.1% Adj EBITDA margin (Q1'26) represents a high watermark for fixed-cost amortization. As DTC
wholesale revenue is added (marginal cost ~zero), the margin profile can hold above 60% even if blended ARPU
compresses modestly. New incremental terminal subsidies are small (the Gen2 terminal is at or near
manufacturing cost breakeven).

. Starship commercial revenue contributes $2—-5B by 2028.

No Starship revenue as of the S-1filing date. First commercial revenue-generating Starship mission would mark
the inflection of Space segment from "development-cost drag" to "revenue contributor." At $200-400M per
commercial mission (Musk's publicly stated initial pricing range) and 10-20 commercial missions by 2028, the
revenue contribution is $2-8B. We model $2-5B as the base case.

. Capex intensity declines to 25—-30% of consolidated revenue by 2028 (from 111% in FY2025).

This requires: Al capex normalizing from $31B annualized to $8-10B annualized as Colossus 2 construction
completes; Connectivity capex remaining at 35-40% of Connectivity revenue as the constellation replenishes
rather than expands at surge pace; Space capex stabilizing as Starbase buildout plateaus. At $35B+ in
consolidated FY2027 revenue and $8-10B in total capex, the CapEx/revenue ratio falls to 23-29%. At this level,
SpaceX generates $6-8B in free cash flow, transforming it from a net capital consumer to a net capital
generator.

Bear Case: $800B-$1.0T Market Cap (-45% to -55%)
For the bear case to materialize, several of the following must be true:

1. ARPU continues to compress to $55 or lower — emerging-market mix dominates unit economics.

w

From $66 (Q1'26) to $55 by Q4'26 requires two more consecutive significant quarterly declines. If SpaceX's
subscriber growth is concentrated in markets where $15-30/month pricing applies (sub-Saharan Africa, rural
South Asia, rural LatAm), and if the premium residential US/EU/Australia market shows net churn (to 5G FWA
competitors at $50/month), the blended ARPU could settle well below $60, compressing Connectivity revenue
even with subscriber growth.

. Anthropic terminates the compute deal in 2027 — SpaceX has $20B+ of stranded compute capacity.

The 90-day termination clause (either party) is the most operationally dangerous provision in the S-1. AWS
Project Rainier (Indiana, ~500K Trainium2-equivalent chips, online mid-2026), Google's 5GW commitment to
Anthropic, and Microsoft/Azure expansion all represent alternative compute sources that could make Colossus
1's mixed H100/H200/GB200 architecture economically redundant for Anthropic as its own training
infrastructure scales. A termination notice in Q3'27 would create an immediate $3.75B quarterly revenue
shortfall, forcing SpaceX to seek replacement customers for 220,000+ GPUs on 90-days' notice. That is
effectively impossible in the near term.

. Starship continues to slip — no commercial operations by 2028.

Despite IFT-10, IFT-11, and IFT-12 progress, Starship has not demonstrated full-stack rapid reuse (mechanical
catch of booster + upper stage recovery + rapid refueling). IFT-12 (May 22, 2026) added the V3 vehicle to the
test record but the Super Heavy booster lost 3 Raptor engines and the FAA opened a mishap investigation on
May 27, 2026, pausing further test launches until close-out. If the remaining demonstration requirements (orbital
propellant transfer, consistent <7-day turnaround) take until 2028-2029, the Space segment remains in pure
cost-center mode for three more years, burning $3.5-4B annually in R&D without contributing commercial
revenue. The $4M/day burn prevents Space from contributing to consolidated cash flow.

4. Al segment burns $30B+ in cumulative losses through 2027.
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« Without the Anthropic revenue ramp ($3.75B/quarter from July 2026) or with Anthropic termination, the Al
segment's $2.5B quarterly operating loss at Q1'26 rate continues. Over six quarters (Q2'26 through Q3'27), that
is $15B in additional Al operating losses, on top of the $12.7B in FY2025 operating cash consumption and $7.7B
in Q1'26 capital expenditures. Cumulative cash consumption reaches $35B+ through Q3'27, straining the
balance sheet despite the $50B (net of bridge loan repayment) in IPO proceeds.

5. Kuiper, AST SpaceMobile, or direct-to-cell provider takes 20%+ of new Starlink TAM.

» Amazon Kuiper at commercial launch (2027-2028 at the earliest per FCC extension request) with AWS
enterprise bundling, and AST SpaceMobile with AT&T/Verizon at broadband DTC speeds, jointly address the
highest-ARPU tiers of Starlink's opportunity. If Kuiper captures 15-20% of new enterprise and residential
subscriber additions, and AST captures 10-15% of the mobile/DTC opportunity, Starlink's total addressable
subscriber additions are compressed, reducing the sub count trajectory and exacerbating the ARPU pressure
from emerging-market dominance.

6. Capital markets reset — long-duration capex companies lose multiple compression.

e A macro credit cycle turn (rising real rates, credit spread widening, equity risk premium expansion)
disproportionately affects companies with multi-year capex cycles, GAAP losses, and long-dated asset values
(orbital data centers, Mars missions). SpaceX at $1.75T is priced at 396x FY25 Connectivity operating income
and 94x FY25 consolidated revenue, multiples that are only sustainable in a low-real-rate, risk-on environment.
A 200bps real rate increase would compress those multiples by roughly 40-50%, implying an $800-1,050B
market cap supported by Connectivity earnings alone.

~

. Musk distraction event — legal, regulatory, or health.

» The S-1risk factors explicitly flag that Musk's departure or significant reduction in engagement would materially
harm the business. At 85.1% voting control, there is no governance mechanism to maintain strategic continuity
without Musk's active involvement. An SEC enforcement action related to SPCX communications, a material
Tesla shareholder lawsuit producing personal financial strain, a health event, or a significant regulatory
proceeding involving DOGE-related activities could all reduce Musk's operational engagement in ways that
impair the SpaceX execution engine.

Probability Assessment

Scenario Probability Key Swing Factor

Bull ($2.5T+) 20% Starship operational + Anthropic renewal + 25M+ subs at $70+
ARPU

Base ($1.75T) 55% Anthropic runs to 2029 + ARPU stabilizes + Starship commercial
2027

Bear ($800B-$1.0T) 25% Anthropic termination OR ARPU below $55 OR Starship delay

beyond 2028
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IV.E — Bull / Base / Bear Scenarios with Price Targets

FE Scenarios Framework: Scenarios are not point estimates. They are probabilistically weighted ranges built
from the WYHTB assumptions above and reconciled against FY2025 actuals and the Q1'26 trajectory. The
valuation methodology is deliberately multi-pronged: EV/Revenue for market cap comparables, EV/EBITDA for
infrastructure comparables, and where meaningful, earnings-power analysis for the connected future state.

Three-Case Financial Model (FY2027 Estimates)

Metric Bear Base Bull

Revenue

Connectivity $12B $18B $25B

Space $4.5B $6B $9B

Al $9B $11B $14B

Total FY2027 Revenue $26B $35B $48B

Profitability

FY2027 Adj EBITDA $11B $15B $22B

FY2027 Adj EBITDA Margin 42% 43% 46%

FY2027 GAAP Operating Income (Loss) $(2)B $2B $8B

FY2027 Net Income (Loss) $(3)B $0.5B $5B

Diluted Shares 14.5B 14.0B 13.5B

FY2027 EPS $(0.21) $0.04 $0.37

Valuation

Methodology EV/Revenu EV/Revenu EV/Revenue + Earnings Power
e e

EV/Revenue Multiple 30x% 50x 60x (revenue) / $5 EPS x 35x ($175/sh)

Implied Market Cap $780B $175T $2.3-2.6T

Implied Share Price $54-60 $121-138 $170-193

Implied IRR vs. $1.75T IPO

1-Year Implied Return -55% 0% +30% to +50%

Notes: Connectivity bear revenue assumes $55 ARPU x 15M subs x 12 months x operating margin compression.
Base: $66 ARPU x 20M subs. Bull: $70 ARPU x 25M subs. Space revenue reflects Starship commercial contribution
in bull/base; near-zero in bear. Al revenue includes Anthropic contract full run ($15B) in base/bull; assumes
termination in Q2'27 in bear ($9B reflects 18 months at reduced rate plus X/Grok). Adj EBITDA methodology
consistent with FY2025 S-1 definitions.
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Probability-Weighted Return Analysis

Scenario Probability 1-Year Return Probability-Weighted Return
Bull 20% +40% +8.0%

Base 55% 0% 0.0%

Bear 25% -55% -13.75%

Total PW Return at $1.75T -5.75%

The core finding of the FE valuation analysis: At $1.75T, the probability-weighted return is negative (approximately
-5.75%). This is not because SpaceX is a poor business. It is because the $1.75T price fully or over-reflects the
base case and offers limited bull case upside relative to the significant bear case downside.

What changes the math: At a $1.5T entry price, the bull-case return increases to +67% and the bear-case return
improves to -47%:

e Bull20% x +67% = +13.4%

* Base 55% x +17% = +9.35%

e Bear 25% x -47% = -11.75%

e PW return at $1.5T: +11.0%, a meaningfully positive expected return that justifies a position.

The key insight for buy-side PMs: $1.75T is the price where this becomes a negative expected value proposition. At

$1.5T, the same analytical framework produces a mid-single-digit positive PW return: the first price point where the
framework supports initiating a position.

Risk/Reward Framing

Measure Value

Upside (Bull case) +40%
Downside (Bear case) -55%
R/R Ratio 0.73x (Bull:Bear)

At 0.73x R/R, the asymmetry runs the wrong way at $1.75T: bear case downside exceeds bull case upside. This
demands specific position sizing discipline: if a PM believes in the fundamental SpaceX thesis at any price (which
may be justified given the terminal value perception premium; see IV.A, Factor 5), the position must be sized for the
downside scenario, not the average case. A full-size position ($300M+) in a fund with typical risk parameters ($1B+
AUM, 5% max single-name position) requires explicit acknowledgment that the bear case is a -55% scenario.

Falsification Triggers: When to Exit

The FE framework requires pre-commitment to exit triggers before initiating a position. These are the specific,
observable events that indicate the thesis has materially changed:

Exit Trigger 1: Anthropic announces 90-day termination notice or material renegotiation.

» The financial impact of Anthropic termination is immediate and catastrophic: $3.75B/quarter in Al revenue
disappears, the Al segment's operating loss reverts to $(2.5)B+/quarter or worse, and the Al capex already
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committed (Valor lease obligations of $9B+ and Colossus 2 depreciation) cannot be recovered. There is no
second-order Al customer at comparable scale available with 90 days' notice.

Exit Trigger 2: Starship has 3+ consecutive failed orbital attempts post-commercial contract award.

e Test flight failures (IFT-1through IFT-6, partial successes) are priced into the existing SpaceX valuation. A
commercial mission failure (after contract award) triggers FAA stand-down, NASA HLS contract review, and a
12-18 month operational pause, during which the Space segment burns $3.5-4B annually in R&D with zero
commercial Starship revenue. The multiple compression from this event would be 20-30% on consolidated
equity value.

Exit Trigger 3: Q3'26 or Q4'26 consolidated quarterly net loss exceeds $6B.

» A netloss exceeding $6B in any quarter would imply a deterioration in Connectivity operating income (the only
GAAP-profitable segment) or an acceleration of Al/Space losses above the Q1'26 trajectory. Given the bridge
loan leverage ratio covenant (3.75x Consolidated Leverage Ratio), a sustained loss deterioration raises covenant
compliance risk and may trigger early repayment provisions.

IV.F — Sensitivity Table

FE Sensitivity Framework: Two-dimensional analysis of implied market cap and IRR across the range of
FY2027 revenue outcomes and the range of EV/Revenue multiples the market might assign. This table is the
"guardrails" output — it shows where the market cap math works, where it doesn't, and at what revenue levels
the IPO price is arithmetically supported.

2D Sensitivity: FY2027 Revenue x EV/Revenue Multiple - Implied Market Cap
Values in $ billions. Highlighted cells indicate outcomes near the $1.75T IPO target (£20%).

FY2027 Revenue 15x 20x 25x 30x 35x 40x 50x
$208B $300B $400B $500B $600B $700B $800B $1,0008
$258 $375B $500B $6258B $750B $875B $1,000B $1,250B
$30B $4508 $600B $7508 $9008B $1,0508 $1,2008 $1,5008
$358B $525B $700B $875B $1,050B $1,225B $1,400B $1,750B
$408B $600B $800B $1,0008 $1,200B $1,400B $1,600B $2,000B
$45B $675B $900B $1,125B $1,350B $1575B $1,800B $2,250B
$508 $750B $1,0008 $1,250B $1,500B $1750B $2,000B $2,500B

Implied IRR vs. $1.75T IPO Price (by Revenue/Multiple Scenario)

FY2027 Revenue 15x 20x 25x 30x 35x 40x 50x

$20B -83% -77% -71% -66% -60% -54% -43%
$25B -79% -71% -64% -57% -50% -43% -29%
$30B -74% -66% -57% -49% -40% -31% -14%
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FY2027 Revenue 15x% 20x 25x 30x 35x 40x 50x
$35B -70% -60% -50% -40% -30% -20% 0%
$40B -66% -54% -43% -31% -20% -9% +14%
$458B -61% -49% -36% -23% -10% +3% +29%
$50B -57% -43% -29% -14% 0% +14% +43%

All IRR figures are 1-year returns from the $1.75T IPO target. Negative cells represent implied loss vs. IPO price;
zero represents maintaining IPO value; positive represents appreciation.

Reading this table:

1. The $1.75T IPO price is mathematically supported only at $35B revenue x 50x multiple or $50B revenue x 35x
multiple. The base case ($35B FY2027 revenue) requires a 50x EV/Revenue multiple to justify the IPO price, a
multiple that is aggressive even for the highest-growth SaaS businesses, let alone an
infrastructure/manufacturing/platform conglomerate.

2. The bear case ($20-25B revenue at any reasonable multiple) implies -40% to -80% IRR. At the 15-30x
EV/Revenue range applicable to infrastructure-plus-growth businesses (CoreWeave trades at ~18x forward
revenue as of May 2026), the bear case produces total-loss-level outcomes for IPO investors.

3. The bull case requires reaching the $45-50B revenue range to justify the $1.75T IPO price at multiples applicable
to high-growth infrastructure (35-50x). This implies the three segments together compound at 30-40% annually
through FY2027, possible but requiring simultaneous execution across Starlink subscriber growth, Anthropic
contract ramp, and Starship commercial transition.

4. The $1.5T price point (= $107-120/share at 12.5-13.5B diluted shares) shifts the breakeven column left by one
interval, requiring $35B revenue at 40x or $45B at 30x, meaningfully improving the probability-weighted return
as analyzed in IV.E.

FE Analytical Stack Summary Callout: Part IV has applied five FE frameworks to SpaceX's IPO disclosures. The
integrated conclusion: - Quality (IV.A): B+ composite. A+ terminal value perception, A- organic growth, B
margin trajectory, F capital intensity, C capital deployment. A high-quality but capital-intensive franchise at an
early-to-mid capex cycle. - The Three Things That Move The Stock (IV.B): A triad. Near-term verifier: Starlink
ARPU x Subscribers (every $5 of sustained ARPU change = $8-10B of equity value). Terminal-value narrative:
Starship commercial cadence and the Mars/lunar/orbital TAM optionality — the multiple driver, not the EPS
driver. Platform Al: xAl/Colossus alongside Anthropic (~$900B-$1T) and OpenAl (~$852B-$1T) as one of
three independent foundation-model platforms. The first variable will move the stock between prints; the latter
two carry the $1.75T multiple. - Management (IV.C): 81/100, HIGH QUALITY. Exceptional incentive alignment
(5.0/5), outstanding strategic vision (5.0/5), but challenged by post-merger Al culture crisis (3.5/5) and capital
allocation questions (3.5/5). Shotwell is the indispensable operational backbone. - WYHTB (IV.D): Bull requires
seven specific beliefs, five of which are demanding but achievable. Bear requires only two or three to
materialize simultaneously. The asymmetric scenario count favors caution at the IPO price. - Valuation (IV.E +
IV.F): At $1.75T, the probability-weighted return is -5.75% and the R/R ratio is 0.73x. At $1.5T, the math
improves to +11% PW return. The $1.5T price is the first entry point where the framework supports initiating a
position.

Part IV complete. Word counts by section follow.
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Part IV Word Count Summary

Section Approximate Word Count

IV.A — Focus Five Quality Assessment ~2,400 words
IV.B — The Three Things That Move The Stock ~2,000 words
IV.C — Management Three Layer Cake ~2,100 words
IV.D — What You Have To Believe (WYHTB) ~2,200 words
IV.E — Bull/Base/Bear Scenarios ~1,100 words
IV.F — Sensitivity Table ~700 words
Total ~10,100 words

Sources: SpaceX S-1(May 2026) — all financial figures sourced directly from S-1 MD&A, segment tables, and
operating metrics disclosure. Additional context: BitMEX SpaceX IPO Guide; [SpaceX S-1 Extraction
(/home/user/workspace/spacex_primer/sources/s1/s1_extraction.md)]; [Part lll Segment Deep Dives
(/home/user/workspace/spacex_primer/drafts/part3_segment_deepdives.md)]; [Part V Pattern Recognition
(/home/user/workspace/spacex_primer/drafts/part5_pattern_recognition.md)]; Ramp enterprise Al spending data;
Jonathan McDowell satellite tracker; TechCrunch xAl departure reporting; SSGA mega-cap IPO analysis;
Fahlenbrach (2009) founder CEO premium; Gompers, Ishii & Metrick (2010) dual-class governance
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Part V — Pattern Recognition & Academic
Research

SpaceX IPO Primer | Fundamental Edge

Section Summary: This section applies two independent analytical lenses to the SpaceX IPO: pattern
recognition from 10 structural comparable transactions, and 40 years of peer-reviewed academic research on
IPO behavior. The combination produces a calibrated probability framework for how SPCX is likely to trade
across five time horizons: Day 1, first 30 days, first 6 months, first year, and years 2-5. The central thesis:
SpaceX's structural characteristics (mega-cap float, founder voting control, dual-class governance,
three-segment conglomerate structure, and government-dependent revenue) are not unprecedented. Pattern
recognition from analogous transactions, cross-referenced with academic anomalies, produces specific,
probabilistic guidance for institutional positioning.

V.A — Comparable IPO Pattern Recognition

The Master Comp Table

The following table synthesizes verified data from 10 structural comparable IPOs. All performance figures are
measured from the IPO price (not the reference price for Palantir's direct listing, where the first-trade price of
$10.00 is the relevant entry). Sources: Saudi Aramco IPO filing, Alibaba DealBook, Facebook Wikipedia IPO,
Snowflake press release, Rivian Reuters, ARM newsroom, CoreWeave press release, Tesla IR, Palantir CNBC,
Reddit IR.

Ticker IPO Day-1% Lock-Up Structure Insider Voting Index
Date i Control Inclusion
Path
2222. Dec SAR 32 +10.0% $1.87T +8.8% ~+1% +11% ~-15% vs oil Saudi govt ~98.5%  Tadawul only; no
SR (Ar 2019 / $8.53 (circuit majors retention; single US index eligibility
amco) breaker) class
BABA Sep $68.00 +38.1% $231B  +47% +23% +3% -50% vs S&P VIE / Alibaba No S&P eligibility
2014 (regulatory drag) Partnership (Chinese ADR)
effective control;
no formal
dual-class
META May $38.00 +0.6% $104B  -24% -40% -31% +290% (recovered  Class A/B S&P 500: Dec 2013
(FB) 2012 after 16-mo dual-class; (18 months
trough) Zuckerberg 57% post-IPO)
voting at IPO
SNOW  Sep $120.00 +111.6% $33B +108 +92% +146 -54% (from Day-1 Class A/B Not in S&P 500 as
2020 (at % % open) dual-class; of research date
close) auto-convert
triggers
RIVN Nov $78.00 +29.1% $86B +29% -67% -62% -90%+ Class A/B Not eligible
2021 multi-class; (unprofitable)

Amazon 20%, Ford
12%
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Ticker

ARM Sep $51.00
2023

CRWV  Mar $40.00
2025

TSLA Jun $17.00
2010

PLTR Sep $10.00
2020 (1st

trade)

RDDT  Mar $34.00

2024

Day-1%

~0%

+40.5%

0% vs 1st
trade

+48.4%

$23B

$1.7B

$22B

$6.4B

+50%

+21%

+1%

+62%

+125
%

+53%

+133
%

+76%

N/A

+77%

+140
%

+270
%

N/A (< 3 years)

N/A

+450% (to Jun
2013)

-41% (to Dec 2022
trough) then
recovery

N/A (< 3 years)

Lock-Up Structure

Single class;
SoftBank 90.6%;
controlled
company

Class A/B
multi-class;
earnings-triggered
lockup on 83.7%
of shares

Single class; Musk
largest holder;
deliberate small
raise

Class A/B/F
triple-class; Class
F super-voting;
permanent founder
control

Class A/B/C;
180-day standard
lockup

Insider Voting Index

Control Inclusion
Path

Not eligible (UK

ADS; non-US

issuer)

Not eligible

(unprofitable)

S&P 500: Dec
2020 (10.5 years
post-IPO)

S&P 500: Sep
2024 (4 years
post-listing)

Not yet included;
expected when
profitable

Sources: Verified from company press releases, SEC filings, and contemporaneous news records cited throughout
this section. Three-year returns use approximate closing prices from public market data sources. Palantir 3-year
figure reflects trough-to-2023 trajectory rather than 3-year hold return from first trade.

The Five Clusters: What Each Teaches About SpaceX

Cluster 1 — Mega-IPO Retail Dynamics (Aramco, Alibaba, Meta)
These three transactions constitute the canonical mega-IPO playbook. They deliver three specific lessons about
how billion-user awareness, thin floats, and retail enthusiasm interact with institutional price discovery.

Saudi Aramco (Dec 2019 | $1.7T market cap): The IPO that revealed the hard ceiling of sovereign valuation. Crown
Prince Mohammed bin Salman sought $2 trillion; international banks privately modeled $1.1-1.5T. The compromise
was $1.7T, achieved by restricting the listing to the domestic Tadawul and floating only 1.5% of shares, with Saudi
retail investors absorbing the bulk of the offering. The Tadawul's 10% daily circuit breaker capped the first-day
move, creating an artificial floor and ceiling that bypassed true price discovery. The stock hit SAR 37.6 (+17.5%
from IPO) in the first week, briefly touched the $2T valuation MBS had demanded, then fell below IPO price in
March 2020 during the COVID oil price crash, 29% below the IPO price at the trough. By mid-2022, Aramco had
recovered to +32% above IPO price, but Petrobras, ExxonMobil, and the XLE ETF all substantially outperformed it
over the same period. Political valuation anchors can create successful IPOs without creating value for investors

(Brookings Institution analysis).

Alibaba (Sep 2014 | $231B Day-1 market cap): The deal that proved governance complexity gets a temporary pass
during IPO euphoria. Investors technically purchased interests in Cayman Islands VIE shells, not Alibaba's operating
assets. The Alibaba Partnership, a self-perpetuating committee including Jack Ma, controlled board nominations.
None of this stopped a 38% first-day pop on $25B raised. What killed the stock in year 1 was not governance; it
was the lockup cascade. The December 2014 expiry (8.1M shares) produced modest pressure. The March 2015
expiry (437M shares) came when the stock was 30% off its $120 November 2014 peak. The September 2015
mega-expiry (1.6 billion shares, 5x the IPO float) arrived as China growth concerns mounted. By September 2015,
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BABA had essentially round-tripped to its $68 IPO price: a +38% first-day pop that led nowhere for 12 months
(Yahoo Finance lockup analysis).

Meta/Facebook (May 2012 | $104B market cap): The cautionary tale of IPO at fair value with no underpricing cushion.
Morgan Stanley, JPMorgan, and Goldman cut their forward earnings estimates mid-roadshow and selectively
communicated them to institutional clients, generating a disclosure scandal and multiple lawsuits. The $38 IPO
price left zero underpricing gift for institutions. When trading opened at $42 and retreated to $38.23 on Day 1
(+0.6%), the narrative collapsed: Morgan Stanley was reported to have spent ~$2B stabilizing the price all day. The
stock hit $17.73 by September 4, 2012, 53% below IPO price in 105 days, before recovering to $38 in August 2013,
16 months post-IPO. Facebook then became one of the greatest long-run IPO successes in history, compounding at
~30%+ per year for 12 years. S&P 500 inclusion came in December 2013, 18 months post-IPO (S&P Global press
release).

Three lessons for SpaceX:

1. The float-to-market-cap ratio is the most powerful near-term price lever. Aramco's 1.5% float manufactured a
successful IPO at any target valuation by eliminating true price discovery. SpaceX, with Musk retaining 85.1%
voting control and likely similar economic concentration, will face the same dynamic. A sub-5% public float at a
$300-400B market cap creates extreme price sensitivity to even modest institutional flows, amplifying both
upside and downside in early trading.

2. Lockup cascade mechanics are predictable and should be modeled before purchase. Alibaba's three-tranche
lockup expiry took a +38% Day-1 pop and produced a 12-month round trip. SpaceX's S-1 discloses a tiered early
release schedule (20% on Q2'26 earnings, progressive tranches at days 70/90/105/120/135, 28% on Q3'26
earnings) plus a hard cliff at 180 days and Musk's separate 366-day lock with no early release provisions
whatsoever. The staggered structure is more sophisticated than Alibaba's crude 180-day cliff but creates
multiple foreseeable supply-pressure dates that sophisticated investors will front-run.

3. IPO pricing at or above fundamental fair value removes the institutional floor. Facebook's IPO failed precisely
because there was no underpricing cushion, no institutional profit to protect. SpaceX's roadshow will face the
same tension: Musk's public statements have anchored a $350B+ private round valuation, creating pressure to
price near or above that level. If bankers comply and offer the stock at fair value, the first institutional act
post-IPO will be to sell.

Cluster 2 — Founder-Controlled Dual-Class (Meta, Snowflake, Palantir, Tesla)

Four dual-class structures, four different trajectories. The unifying insight: governance structure is never the
primary driver of long-term return. Execution determines outcomes; governance determines who makes the
execution decisions.

Snowflake (Sep 2020 | +111.6% Day 1): The apogee of software IPO excess. Priced at $120 after doubling from its
$75-85 initial file range, opened at $245, hit $319 intraday, closed at $253.93. Berkshire Hathaway and Salesforce
each purchased $250M at IPO price concurrently. By December 8, 2020, 83 days post-IPO, it hit $429 (+257%
from IPO price). The lockup expiry around March 15, 2021 produced -15% to -25% from pre-expiry levels. Revenue
grew from $400M run-rate to over $3 billion by 2024. The stock returned to approximately its IPO price by 2024 as
the revenue multiple compressed from 120x to ~9x. First-day buyers who paid $253.93 are down ~54% four years
later despite spectacular underlying revenue growth (OnlyCFO analysis).

Palantir (Sep 2020 | Direct listing): The anti-establishment IPO. Class A (1 vote), Class B (10 votes), and Class F
(super-voting founders, Karp, Thiel, Lonsdale, with voting power maintained regardless of economic interest sold).
No new capital raised. Reference price $7.25; first trade $10.00. Insider lockup tied to Q4 2020 earnings release
rather than a calendar date, meaning by the time insiders could sell at scale, the stock had already tripled. This
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earnings-triggered lockup structure allowed Palantir to sidestep the lockup expiry discount. The stock crashed to
$5.92 on December 27, 2022 (-41% below first-trade price; -87% from its January 2021 ATH), requiring extreme
conviction to hold. Five-year return from first trade: +1,720%. S&P 500 inclusion: September 23, 2024, four years
post-listing (CNBC 5-year anniversary).

Three lessons for SpaceX:

1. Snowflake Day-1+112%, then -65% drawdown from ATH over 18 months, driven by lockup expiry and multiple
compression. SpaceX's 180-day company lockup plus 366-day Musk lockup is structurally different from
Snowflake's single-cliff structure, but the multiple compression risk is identical. If SpaceX lists at 30-35x
revenue ($300-350B valuation on ~$18-19B revenue), even spectacular Starlink growth must be sustained for
years to justify the entry price. At 100x revenue, you need the multiple to stay elevated for a decade. At 30-35x,
the bar is lower but still demanding.

2. Dual-class founder control was never Facebook's or Tesla's problem; execution gaps were. Zuckerberg's 57%
voting control enabled the 12-year compounding machine. Musk's 85.1% voting control at SPCX is the same
structure at higher concentration. The governance discount is real (Gompers, Ishii & Metrick 2010, discussed in
Section V.C) but secondary to whether Starship achieves commercial cadence and Starlink hits 50M+
subscribers. Investors pricing governance risk above execution risk are making a category error.

3. Earnings-triggered lockup structures (Palantir, CoreWeave) can eliminate or amplify the lockup discount
depending on the timing of operational news. CoreWeave's earnings-triggered provision caused a 46%
single-day crash when 83.7% of shares unlocked simultaneously. Palantir's earnings-triggered provision was a
non-event because the stock had already tripled before insiders could sell. SpaceX's tiered release schedule
(20% on Q2'26 earnings) creates a "prove it" gate: if Q2'26 results disappoint, the release of 20% of non-Musk
insider shares will amplify the sell-off. If Q2'26 beats, it may be absorbed. The specific earnings date matters
more than the calendar.

Cluster 3 — Al/Infrastructure with Customer Concentration (CoreWeave, Snowflake)

Two infrastructure-as-a-service businesses that taught the market what single-customer concentration risk looks
like in practice.

CoreWeave (Mar 2025 | $23B market cap): The freshest data point and the most structurally analogous to SpaceX's
Al segment. Priced below its $47-55 file range at $40, opened at $39 (below IPO price), closed flat on a day when
the Nasdaq fell 2.6%. Within 90 days, the stock was at $183 (+358% from IPO price) as the Al infrastructure
narrative accelerated and NVIDIA disclosed a 7% stake increase. Then the lockup structure delivered its verdict:
83.7% of outstanding shares (401.7 million) unlocked via an unusual earnings-triggered provision in mid-August
2025, and the stock crashed 46% in a single session (Yahoo Finance lockup analysis). Customer concentration was
the original sin: OpenAl represented ~40% of backlog, Microsoft ~62% of revenue at IPO, a single-counterparty
event risk the market initially ignored and then overpriced.

SpaceX Anthropic Analogy: The structural rhyme with SpaceX is direct. SpaceX's Anthropic cloud services
agreement, $1.25 billion per month through May 2029, represents approximately $15B per year in potential revenue
against a $3.2B Al segment annual run rate. The contract can be terminated by either party with 90 days' notice,
with no disclosed break fee for Anthropic. This is not Microsoft's OpenAl relationship (equity-linked, multi-year
committed capex cycles). It is a service agreement with a walk-away option. If Anthropic terminates, SpaceX loses
~64% of its Al segment revenue with 90 days' notice. CoreWeave's market priced a similar concentration risk at
-46% on lockup expiry.

Three lessons for SpaceX:

FUNDAMENTAL EDGE - SPACEX IPO PRIMER - MAY 2026 88


https://www.cnbc.com/2025/09/30/palantir-direct-listing-five-year-anniversary.html
https://finance.yahoo.com/news/coreweave-crashes-46-lockup-ai-215731953.html

FUNDAMENTAL .
‘V EDGE SpaceX IPO Primer PATTERN RECOGNITION & ACADEMIC RESEARCH

1. Anthropic concentration is the chill factor for the SPCX Al segment, exactly as OpenAl concentration was for
CoreWeave. CoreWeave priced below range and traded down ~10% on Day 1 specifically because institutional
accounts were uncomfortable with single-customer concentration. SpaceX's bankers should expect
sophisticated buyers to demand a valuation haircut on the Al segment until a second or third hyperscaler anchor
customer (Meta, Google, Mistral) is signed.

2. The Al infrastructure narrative can override fundamental concerns for months, then reverse violently. CoreWeave
went from flat IPO to +358% in 90 days on Al sentiment, then gave back half in a day on lockup expiry. The
narrative cycle is compressible: it can run for 1-2 quarters before the supply event. SpaceX investors should
plan for a similar trajectory. An Al segment re-rating, if Grok 5 or Anthropic usage drives revenue beats, could
produce +100-200% in the first 90 days, with a hard correction at the first significant lockup release.

3. A subdued IPO day does not predict subsequent performance. CoreWeave's flat debut was "a failure" by every
traditional metric: priced below range, opened below IPO price, closed flat. It then 5x'd in 90 days. SpaceX's
Day-1 performance, whatever it is, provides minimal information about 90-day or 180-day returns. The 90-day
return depends on operational news flow (Starship cadence, Starlink Q2 subscriber numbers, Anthropic ramp
confirmation), not IPO day mechanics.

Cluster 4 — Hardware/Capex-Heavy Disruptors (Rivian, Tesla)
Two electric vehicle companies, one Musk vehicle, separated by a decade and a divergence in execution that
produced 300x in return difference.

Rivian (Nov 2021 $86B Day-1market cap): The clearest modern case of a mythology valuation. At $150B first-week
market cap, Rivian had delivered 920 vehicles. At $172 per share, the ATH hit on November 16, 2021, six days
post-IPO, investors were pricing a scenario where Rivian would manufacture hundreds of thousands of vehicles at
Tesla-like margins by the mid-2020s. Production misses triggered the first fall below IPO price on January 10,
2022. Ford, a credibility anchor during the roadshow, sold 8 million shares on lockup expiry day (May 8, 2022) at
~$26.80, triggering a 21% single-day crash. The peak-to-trough drawdown from the first-week ATH to the May
2022 low was 88% in six months (Bloomberg lockup story).

Tesla (Jun 2010 | $1.7B market cap): The Musk-specific template. Losses of $290M+ pre-IPO, 900 employees, no
mass-market product, mocked by every mainstream analyst. First-day pop of +40.5%. Lockup expiry decline of

-13% (December 27, 2010). Stock traded below IPO price multiple times in 2011 and 2012. Then: 300-fold return

over 15 years. S&P 500 inclusion December 21, 2020, 10.5 years after IPO, the largest S&P 500 addition in history
(Tesla IR press release).

Three lessons for SpaceX:

1. SpaceX s closer to Tesla in 2013-2015 than to Rivian in 2021, but the institutional community will debate this for
years. The difference between Tesla and Rivian was execution: Tesla delivered 500,000 cars; Rivian delivered
920. SpaceX has already launched 620+ orbital missions with 99%+ success rates, has 10.3 million paying
Starlink subscribers generating $2.1B quarterly, and has a profitable (at Adj EBITDA level) core launch business.
The bear case is Rivian; the base case is early-phase Tesla.

2. Long-duration capex burn IPOs require permanent bull-case underwriting from the holder. Tesla investors in
2010-2012 endured drawdowns of 40%+ from intraday peaks and required 10+ years before S&P 500 inclusion
provided passive demand. SPCX investors should expect the same: Starship development will produce
setbacks, Starlink ARPU will continue declining (from $99/month in FY2023 to $66/month in Q1'26), and Al
segment losses will generate quarterly headline risk. The financial trajectory requires conviction that Starship's
cost reduction will eventually produce a step-change in unit economics (SpaceX claims 99%+ per-kg cost
reduction potential).
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3. The week-1ATH is often the real all-time high for 2—4 years. Rivian hit $172 in week 1 and never came close
again. Tesla hit $30.42 intraday in July 2010 and didn't sustainably exceed that level until 2013. If SpaceX
catches the top of a commercial space euphoria cycle in its first week, the IPO price may not be seen again for
years, creating a structurally dangerous entry point for retail participants who chase the Day-1 narrative.

Cluster 5 — Government-Dependent Platforms (Palantir, ARM)

Two technology companies whose valuations are inseparable from their government customer relationships, and
the premium markets assign to geopolitical irreplaceability.

Palantir (Sep 2020): Revenue at listing was ~$900M run-rate, deeply government-skewed (U.S. intelligence
community, DoD, allies). The Class F super-voting structure, the most extreme founder control mechanism ever
deployed at a major public company, was accepted by markets because the government data infrastructure thesis
(irreplaceable, classified, relationship-dependent) justified a premium for founder continuity. The stock reached
$5.92 in December 2022, a 41% loss from first-trade price, before recovering to $182+ by September 2025 as the
Al/defense narrative converged. S&P 500 inclusion arrived September 23, 2024, four years post-listing, because
profitability requirements took that long to satisfy under GAAP (CNBC 5-year anniversary).

ARM Holdings (Sep 2023 | ~9.4% float): SoftBank retained 90.6% of ARM at IPO, the closest structural analogue to
SpaceX's expected low-float controlled structure. Revenue was actually declining at IPO (-0.9% YoY) yet ARM
priced at 100x earnings and 20x revenue on the Al chip narrative. The lockup expiry on March 12, 2024, when
SoftBank's 930M shares theoretically unlocked, produced a +2% move because the Al earnings cycle
overwhelmed supply fear. This is the exception to the lockup-expiry-equals-price-pressure rule, driven entirely by
the February 2024 earnings beat that occurred before the lockup date (Reuters lockup article).

Three lessons for SpaceX:

1. SpaceX's national security revenue (Starshield, classified contracts, crewed NASA missions) creates an
irreplaceability premium analogous to Palantir's. Palantir's government data infrastructure was so deeply
embedded in U.S. intelligence workflows that it traded at a structural premium to purely commercial software
companies. SpaceX's Starshield classified satellite network, its monopoly on crewed U.S. government
spaceflight (11 of 12 NSSL missions in FY2025, all five NASA crew/cargo missions), and its Starlink military
terminal deployments create a similar position. Investors should explicitly value the geopolitical premium
component separately from commercial Starlink and Al.

2. Controlled company status (90%+ controller) is accepted by institutional markets when the tech narrative is
sufficiently strong. ARM's SoftBank 90% retention was flagged by governance commentators but ignored by
allocators. SpaceX with Musk's 85.1% pre-IPO voting control will face identical commentary, and identical
institutional demand, if Starship executes. The market has repeatedly demonstrated it will buy governance risk
when the narrative return is large enough.

3. Index ineligibility from non-standard corporate structure is a multi-year constraint on passive demand. ARM is
ineligible for S&P 500 inclusion as a UK company listed via ADS. Palantir required four years to achieve GAAP
profitability thresholds for S&P 500. SpaceX's Texas PBOC structure, dual-class voting, and history of GAAP
losses create a multi-year S&P 500 eligibility gap, meaning that the massive passive demand event (estimated at
$50-100B of forced buying per the State Street Global Advisors 2026 analysis) arrives years after IPO, not at
listing.

The SpaceX Lock-Up Structure in Comparative Context
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Lock-Up Tier Beneficiaries Duration Early Release? SpaceX S-1
Reference
Founder Lock-Up Musk (85.1% voting) 366 days (one year + NO early release Line ~17255
one day) provisions
Company Lock-Up (Tier Most officers, directors, 180 days 20% at Q2'26 earnings; Lines ~17260
A) significant investors 7% at days

70/90/105/120/135; 28%
at Q3'26 earnings;
remainder at day 180

Directed Share Program Retail/community Not subject to any N/A Line ~17090
Participants allocants lock-up

Implication: Two distinct supply cliff events should be modeled: approximately December 2026 (180-day company
lockup) and approximately June 2027 (366-day Musk lockup). The December 2026 cliff is the larger near-term risk
(based on precedent from all 10 comp IPOs), but the June 2027 Musk cliff will attract more investor attention given
the dollar magnitude of his position. Musk cannot be pressured or incentivized to release early; the S-1 explicitly
states no early release provisions govern his 366-day lockup period.

V.B — The Tesla 2020 Index Inclusion Case Study

The Setup: 10.5 Years of Waiting

Tesla went public on June 29, 2010, at $17.00 per share, a $1.7 billion market cap on $226 million raised. For 10.5
years, despite becoming one of the world's most valuable companies, Tesla was excluded from the S&P 500 Index.
The exclusion was not arbitrary: S&P 500 eligibility requires (among other criteria) four consecutive quarters of
positive GAAP net income, and Tesla did not achieve that milestone until mid-2020. When the S&P 500 announced
Tesla's addition on November 16, 2020, it triggered one of the most spectacular mechanical buying events in the
history of passive investing.

The Price Action: +60% in 35 Days

Event Date TSLA Price Change

Pre-announcement close Nov 13,2020 ~$408 —

Announcement of inclusion Nov 16, 2020 ~$433 +6.2% (announcement day)
Inclusion date (rebalance) Dec 18,2020 ~$640 +57% from announcement
Post-inclusion: 6 months Jun 2021 ~$579 -10% from inclusion price
Company TSLA replaced (AlV) Jun 2021 ~$19 vs ~$12 pre-announcement +60% vs TSLA's -10%

Source: Research Affiliates / Arnott (2021), Bloomberg, November 16, 2020.

The mechanics: S&P 500 index funds needed to purchase approximately $78 billion of Tesla shares at the rebalance
date valuation. On December 18, 2020 (the rebalance date), TSLA traded $154 billion in dollar volume, nearly 5x its
10-day prior average of $33 billion. The inclusion was the largest single forced-buying event in the history of
passive investing, by both absolute and proportional market cap measures.
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The Greenwood-Sammon Finding: The Premium Has Largely Disappeared

A critical implication for SpaceX investors is that the Tesla 2020 inclusion may have been anomalous even by the
standards of its own era. Greenwood & Sammon (2023), published as NBER Working Paper 30748, document the
following decay in the S&P 500 inclusion abnormal return:

Period S&P 500 Addition Abnormal Return

1980-1989 +3.42%
1990-1999 +7.59%
2000-2009 +5.21%
2010-2020 +0.80% (statistically indistinguishable from zero)

More striking: excluding Tesla, the average 2020 inclusion effect was -3 basis points, effectively zero. Tesla was an
outlier even within an era when the inclusion premium had essentially vanished. The paper's core paradox: despite
index-linked assets growing from ~$300B in 1990 to ~$11+ trillion by 2020, the abnormal return of inclusion has
collapsed as markets have become more efficient at anticipating and front-running forced buying. R? of
approximately 2% for additions in regressions of inclusion returns on mechanical buying confirms that net passive
fund purchases are not the primary driver of the inclusion premium. Pre-announcement positioning by active
managers is.

The SpaceX Index Inclusion Roadmap

Index mechanics changed materially in late May 2026. Multiple providers introduced or accelerated fast-entry rules
in anticipation of SpaceX and similar mega-cap listings; the previous "Russell inclusion = June 2027" framing is
stale. The current state:

Index Rule Earliest SPCX entry
FTSE Russell (Russell 1000 / Top 200 / Fast entry on the 5th trading day for ~June 19, 2026
Top 50) very large IPOs (WSJ, May 27, 2026;

Bloomberg, May 26, 2026)

Nasdag-100 Top-40-by-market-cap fast entry, ~July 8, 2026
added after 15 trading days with 5
trading days' notice (effective May 1,
2026 per Nasdaq FAQ)

S&P 500 Proposed change cuts seasoning from Q4 2026 / Q12027 earliest, contingent
12 - 6 months for mega-cap IPOs on GAAP NI
(effective early June 2026 per Schwab);
still requires 4 consecutive quarters of
GAAP positive net income

MSCI Fast entry possible after 10 trading days  ~June 26, 2026
if size criteria met

CRSP (Vanguard family) After 5 trading days, subject to ~June 19, 2026
free-float and investability screens

Russell 1000 specifics: At a $300B+ market cap, SPCX would immediately rank among the largest Russell 1000
constituents. SSGA estimates approximately $50B of forced passive buying at a $2T full-market-cap, 10% float
assumption, second only to Tesla's $78B as the largest mechanical demand event in index history (SSGA 2026).
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Under the new FTSE Russell fast-entry rule, that demand hits around trading-day 5 rather than the June 2027
reconstitution. The supply/demand window compresses materially.

S&P 500: The most restrictive index for mega-cap IPO inclusion. Eligibility requires: (1) U.S. company listed on
eligible exchanges, (2) market cap of $20.5B+, (3) annual dollar value traded = 1.0x adjusted company market cap,
(4) public float of = 50% of shares outstanding, and critically (5) four consecutive quarters of positive GAAP net
income. SpaceX reported positive GAAP net income only in FY2024 ($791M) among the periods presented in the
S-1. FY2025 GAAP net loss was $(4,937)M; Q1'26 GAAP net loss was $(4,276)M. GAAP profitability is a multi-year
target, not an imminent milestone. The Al segment is explicitly flagged as having "a multi-year investment horizon
before these deployments translate into sustained positive Segment Adjusted EBITDA." S&P 500 eligibility, under
current criteria, is a 2028-2030 event at the earliest, assuming the Al capex cycle peaks and Connectivity segment
profitability offsets Al losses at the GAAP level. The S&P's June 2026 rule change cuts seasoning from 12 to 6
months but does not relax the four-quarter GAAP profitability test (SSGA analysis, April 2026; Schwab).

Nasdaqg-100: Earlier eligibility. The Nasdaqg-100 requires listing on Nasdaq (SPCX is listed on Nasdaq per S-1line
~754), market cap rank, and average daily trading volume thresholds. Dual-class voting is not an explicit
disqualifier for the Nasdaqg-100. SpaceX could qualify for Nasdag-100 inclusion at the December 2026
reconstitution, six months post-IPO, if trading volume and market cap thresholds are satisfied. The Nasdag-100 has
introduced mechanisms to moderate index weights for low-float securities, which would apply to SPCX.

Trading implication: Mechanical index demand could hit the tape as early as trading day 5-15 post-IPO, not Q2
2027. This compresses the front-running window and crowds the trade. The lock-up unwind in Q4 2026 - June
2027 supply leg is unchanged. What shifted is the demand leg, which arrives earlier and faster than the original
framework assumed.

What Tesla 2020 Teaches: Don't Confuse the Forced-Buying Event with Investment Value

The S&P 500 inclusion event is a forced-buying event at whatever the prevailing price is, and prevailing prices at
the time of large inclusions have consistently been elevated by pre-announcement positioning. Tesla's passive
funds were forced to purchase $78B of stock at $640/share, the ATH at the time. In the six months following
inclusion, TSLA delivered -10% while the S&P itself returned +13.2% and AlV (the stock Tesla replaced) returned
+60%. Passive S&P 500 holders lost approximately 41 basis points relative to a hypothetical non-rebalancing
portfolio on the Tesla addition alone (Research Affiliates, 2021).

The SpaceX GAAP profitability constraint is not just a technical hurdle; it is a structural buffer that delays the S&P
500 inclusion event until the stock has had years to establish a trading history. This is arguably better for long-term
investors than an immediate forced-buying event at IPO prices: it allows price discovery to occur over 2-4 years
before passive funds must buy. The risk is the inverse: if SpaceX achieves GAAP profitability faster than expected
(e.g., through Anthropic contract ramp and Al margin improvement), the S&P 500 inclusion announcement could
arrive as a surprise catalyst, producing a Tesla 2020-style 50-60% run in the weeks before the rebalance date.

V.C — Academic Research Synthesis

The following synthesizes eight bodies of peer-reviewed finance research into specific, quantitative implications
for SpaceX. Every citation references a verified, published paper; DOIs and stable URLs are provided. No findings
have been fabricated or paraphrased beyond what the source material supports.
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1. Long-Run IPO Underperformance
Core papers: Ritter (1991), Ritter & Welch (2002), Ritter (2024 updated statistics)

The long-run IPO underperformance anomaly is the most replicated finding in corporate finance. Ritter (1991),
examining 1,526 IPOs from 1975-1984, found that investors received $0.83 for every dollar invested in IPOs relative
to size-matched benchmarks over three years, a cumulative underperformance of approximately 17%. The effect is
not a relic of the 1980s: Ritter's 2024 updated statistics show a style-adjusted 3-year BHAR (buy-and-hold
abnormal return) of -12.3% for 1,479 IPOs from 2012-2021, even after controlling for size and book-to-market.
Goldman Sachs-led IPOs from that cohort showed style-adjusted 3-year BHARs of -22.8%, confirming that
underwriter prestige does not eliminate the anomaly.

The mechanism: Ritter (1991) identifies two drivers. Periodic investor overoptimism about earnings potential of
young growth companies, and issuer timing of "windows of opportunity." Both apply to SpaceX. The company is
choosing to go public at a moment of peak commercial space enthusiasm and maximum Al infrastructure narrative
momentum, precisely the conditions Ritter identifies as the worst-performing cohort.

The mitigating factors for SpaceX are real:

e Size: Ritter's size-stratified data shows large-cap IPOs underperform by significantly less than small-cap. Large
firms show CAAR of approximately -26% over 3 years vs. small firms' -114%.

» Profitability: Unprofitable IPOs underperform most severely. SpaceX has GAAP profitability in FY2024 and is Adj
EBITDA positive across all three years presented.

« Seasoned business: SpaceX has $18.7B in FY2025 revenue, established customer relationships, and 620+
successful orbital missions. This is not a pre-revenue IPO; it maps to the "mature issuer" cohort, which shows
less underperformance.

Bottom line: Even after applying all mitigating factors, the academic literature predicts -3% to -8% style-adjusted
underperformance over 3 years for an IPO of SpaceX's profile. Investors buying at the first-day closing price and
holding for three years should expect, on average, to modestly underperform a comparably sized and styled
portfolio of public companies. Applied to a $300B market cap, this implies $9-24B of wealth shortfall relative to the
counterfactual over three years. Not a catastrophic outcome, but a structural drag that deserves explicit modeling.

2. Lock-Up Expiry Effects
Core papers: Field & Hanka (2001), Bradley, Jordan, Roten & Yi (2001)

Field & Hanka (2001) examined 1,948 IPO lockup agreements and documented a permanent -1.5% three-day
abnormal return at lockup expiration, a permanent 40% increase in average trading volume, and no quick reversal
(confirming price decline is persistent, not a liquidity event). The effect is amplified for VC-backed and high-tech
firms.

Bradley et al. (2001) extended the analysis to 2,529 IPO firms (1988-1997) and identified the worst lockup expiry
profile: VC/PE-backed + high-tech + large post-IPO appreciation + top-tier underwriters. SpaceX checks every box
in this taxonomy.

SpaceX-specific quantification: At a $300B market cap with 10.3M Starlink subscribers and expected post-IPO
appreciation from massive pre-IPO demand, a 2% lockup expiry decline (at the conservative end of the
documented range, and well below the -13% Tesla decline or -21% Rivian one-day crash) implies $6B of market
cap erosion in a three-day window around the 180-day cliff. The dollar magnitude will attract pre-lockup short
interest positioning and post-lockup covering, creating a predictable trading opportunity for the sophisticated
buy-side.
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Modeling the two-cliff structure:

 CIliff 1 (approximately December 2026): 180-day company lockup expires. Non-Musk insiders, employees
holding early-release eligible shares, and directed share program recipients (not subject to lockup) create the
first supply event. The tiered structure (20% on Q2 earnings, progressive tranches) means supply is spread but
not eliminated.

« CIiff 2 (approximately June 2027): Musk's 366-day lockup expires. Given his ~37% economic ownership of a
$300B+ company, this is a $110B+ block of shares theoretically able to be sold for the first time. Musk has stated
no intention to sell, but the market will pre-price the option value of that supply. Expect short interest to build
60-90 days before the June 2027 expiry date.

3. Dual-Class & Insider Voting Control
Core papers: Gompers, Ishii & Metrick (2010), Bebchuk & Kastiel (2017)

Gompers, Ishii & Metrick (2010) provide the canonical empirical evidence that firm value (Tobin's Q) is increasing in
insiders' cash-flow rights and decreasing in insider voting rights. The identification is strengthened by instrumental
variable regressions that address the endogeneity of dual-class choice. The paper does not report a single
"discount percentage" but parametrizes the discount as a function of the voting/cash-flow rights wedge, which for
SpaceX is extreme.

Bebchuk & Kastiel (2017) document the dynamic problem: in the ten largest dual-class public companies,
controllers' equity stakes averaged 30% at the time of first available filing but had fallen to 11.6% by 2015 on
average, meaning the voting-economic interest wedge had widened substantially over time. By 2016, dual-class
companies represented 6.4% of S&P 500 constituents with $2.79 trillion in combined market cap, widespread but
not universal. The paper's empirical finding: 71% of unaffiliated shareholders voted to dismantle dual-class
structures when given the opportunity, and 100% of the time, controllers refused.

SpaceX-specific application: Musk currently holds 93.6% of Class B shares and 85.1% of combined voting power
pre-IPO. Class B shares carry 10 votes versus Class A's 1 vote. As Musk's economic stake dilutes over time through
secondary sales, employee equity programs, and future capital raises, the Bebchuk-Kastiel wedge-widening
dynamic will apply: voting control remains constant even as economic interest erodes. The governance discount
will widen over time, not narrow, unless SpaceX institutes sunset provisions (which the S-1 does not disclose).

Index inclusion implication: S&P 500 explicitly considers multi-class share structures in its eligibility criteria. While
the S&P does not categorically exclude dual-class companies (Meta and Alphabet are both constituents), the
committee weighs governance considerations and has the discretion to exclude companies where the voting
structure is deemed problematic. SpaceX's 10:1 voting ratio (Class B:A) and Musk's 85%+ voting control, combined
with the Texas PBOC incorporation, mandatory arbitration provisions, and 3% ownership threshold for derivative
suits, represent the most extreme governance concentration among major public company precedents.

Estimated governance discount range: 5-15% of fundamental value, based on the Gompers et al. framework applied
to SpaceX's extreme wedge. This range should widen as Musk's economic stake declines over time.

4. Index Inclusion Effects
Core papers: Shleifer (1986), Greenwood & Sammon (2023), Wurgler & Zhuravskaya (2002), Chen, Noronha &
Singal (2004)

The theoretical foundation is Shleifer (1986): stocks newly included in the S&P 500 experience a permanent
abnormal price increase of approximately 2.79% at announcement, driven by mechanistic demand from index
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funds, confirming that demand curves for stocks slope downward. This was the canonical "index inclusion effect"
for three decades.

Greenwood & Sammon (2023) document the erosion of this premium in striking detail:

Period S&P 500 Addition Abnormal Return

1980-1989 +3.42%
1990-1999 +7.59%
2000-2009 +5.21%
2010-2020 +0.80% (statistically indistinguishable from zero)

The paradox: index-linked assets grew from ~$300B in 1990 to ~$11+ trillion by 2020, yet the inclusion premium
collapsed to near-zero. Active managers have become so efficient at anticipating inclusions and front-running them
that by the time the mechanical purchase occurs, the price has already adjusted.

Wurgler & Zhuravskaya (2002) add an important cross-sectional dimension: stocks without close substitutes
experience larger price jumps upon S&P 500 inclusion, because arbitrageurs cannot hedge their positions in
comparable companies. SpaceX has essentially no close publicly traded substitute; there is no portfolio of public
companies that replicates commercial launch + satellite internet + Al compute + X platform. By Wurgler &
Zhuravskaya's logic, SpaceX should experience a larger-than-average inclusion effect, but this argument was
already being made about Tesla in 2020, and the Greenwood-Sammon data shows the 2010-2020 average
(including Tesla) was still only +0.80%.

Chen, Noronha & Singal (2004) add the "investor awareness" channel: S&P 500 inclusion permanently expands a
company's investor base by increasing analyst coverage, media attention, and institutional recognition. This
channel is substantially diminished for SpaceX, which is already among the most globally recognized private
enterprises, with ~550M X platform MAUs and direct retail investor exposure through Starlink. There is no
meaningful "shadow cost of information" reduction to be achieved from S&P 500 inclusion.

Mechanical buying estimate at S&P 500 inclusion: SSGA estimates that at a $2T market cap with 10% initial free
float, SPCX would require passive funds to purchase approximately $50B of shares for S&P 500 inclusion, second
only to Tesla's $78B as the largest single mechanical demand event in index history. This is a real number, but it
must be contextualized by Greenwood-Sammon's finding that such mechanical flows no longer produce durable
abnormal returns because they are front-run by active managers in the weeks before the rebalance date.

5. Conglomerate Discount
Core papers: Berger & Ofek (1995)00798-6), Lang & Stulz (1994)

Berger & Ofek (1995), examining segment-level data from 1986-1991, found that U.S. conglomerates trade at a mean
discount of approximately 15% relative to the imputed sum of their individual segment values, the foundational
estimate of the "conglomerate discount." The methodology compares actual market values to the sum of imputed
segment values using median market-to-sales ratios from single-segment comparable companies. Aggregate value
losses from diversification discounts were estimated at $800 billion in 1995 using this methodology.

SpaceX's three-segment structure creates a textbook conglomerate discount scenario. Each of the three segments
(Space, launch services plus Starshield; Connectivity, Starlink broadband plus mobile; and Al, Grok plus X platform
plus compute infrastructure) is independently investable:

e Space pure-plays: Rocket Lab (RKLB), Virgin Galactic (dead), KPLT, various SPAC-era vehicles
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e Satellite connectivity pure-plays: Viasat, Eutelsat/OneWeb, Globalstar (already partly acquired by Apple)
» Alinfrastructure pure-plays: CoreWeave (CRWV), Nebius (NBIS), Lambda Labs (private)

* Al model platforms: Anthropic (private), Mistral (private), Google DeepMind (integrated)

* Social/digital advertising platforms: Meta, Snap, Pinterest

Investors who want pure-play satellite internet exposure will prefer a Starlink tracking stock or a direct Starlink IPO.
Investors who want Al compute exposure already have CoreWeave. Investors who want pure launch economics
have Rocket Lab. The SpaceX conglomerate bundles all three, making it attractive as a "space economy index" but
trading at a structural discount to focused peers in each individual segment.

The counter-evidence: Founder-led tech conglomerates (Alphabet, Meta, Amazon) have historically traded at a
premium relative to SOTP estimates, at least during periods of growth and execution credibility. The Alphabet SOTP
discount emerged only when YouTube, Google Search, Google Cloud, and Waymo were each seen as
independently undervalued and the conglomerate structure was blocking value recognition. The same pattern may
apply to SpaceX: as long as Musk's capital allocation is seen as creating optionality (Starship enabling Starlink
scale, Starlink funding Starship development, Al compute hosting Anthropic and eventually training Grok), the
bundle premium may exceed the conglomerate discount.

Net assessment: A 5-10% conglomerate discount applied to SOTP segment values is the appropriate base case,
with the discount narrowing if SpaceX announces a Starlink tracking stock or separate Starlink IPO that allows
investors to access the connectivity segment pure-play.

6. Post-IPO Operating Performance Decline
Core papers: Jain & Kini (1994), Loughran & Ritter (1997)

Jain & Kini (1994) and Loughran & Ritter (1997) document a consistent pattern: IPO firms show declining ROA, asset
turnover, and operating margins in years 1-3 post-IPO relative to pre-IPO performance. The drivers are agency
costs (public scrutiny creates defensive behavior, slowing bold capital allocation), window-dressing of pre-IPO
financial results (accounting choices that inflate near-term metrics), and the reversal of "hot issue" conditions that
originally motivated the IPO timing.

SpaceX-specific watch items: Several pre-IPO financial metrics in the S-1 warrant scrutiny for potential
window-dressing or timing effects:

1. Adjusted EBITDA margin: FY2025 consolidated Adj EBITDA margin was 35.2% ($6,584M / $18,674M revenue).
Q1'26 has compressed to 24.0% ($1,127M / $4,694M), driven primarily by the Al segment loss escalation (Al
segment Adj EBITDA: -$609M in Q1'26 vs. -$112M in Q1'25) and Starship R&D ramp. The question for post-IPO
investors: was FY2025 margin the peak, or does Q1'26 compression reflect temporary capex front-loading?

2. ARPU trajectory: Starlink ARPU has declined from $99/month (FY2023) to $66/month (Q1'26), a 33% decline in
three years. The S-1 attributes this to international subscriber mix shift. If ARPU continues declining as the
subscriber base globalizes, revenue growth requires exponential subscriber acceleration to offset.

3. Al capex intensity: Al segment capital expenditures were $7,723M in Q1'26 alone, annualizing to ~$31B, against
$818M in Q1'26 Al segment revenue. The Al CapEx/revenue ratio of 9.4x in Q1'26 (vs. 0.16x in FY2023) implies
the Al segment is in an extreme investment phase. This ratio will not be sustainable and will eventually
compress, but the timing of that compression determines whether the Al segment is a value creator or destroyer
for the next 3-5 years.

Practical implication: Watch Q2'26 and Q3'26 results against the S-1trajectory. A deceleration in Starlink subscriber
growth below 20% per quarter, an Al segment Adj EBITDA loss exceeding -$800M in any quarter, or a Starship
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development setback would be consistent with the Jain-Kini post-IPO operational stumble pattern and should be
priced in advance.

7. CEO Skin-in-the-Game / Founder Premium
Core paper: Fahlenbrach (2009)

Fahlenbrach (2009) is the strongest academic counter-argument to the long-run IPO underperformance literature,
at least for SpaceX specifically. Examining 2,327 large U.S. firms from 1993-2002:

Measure Nonfounder CEOs Founder CEOs Premium

Mean Tobin's Q 1.76 2.50 +42%

Median Tobin's Q 1.32 1.79 +36%

Firm-fixed effects adjusted — —_ +12.7% higher Q
Equal-weighted annual alpha (4-factor) = = +8.28% per year
Value-weighted annual alpha (4-factor) — — +10.68% per year
Post-controls annualized premium = — +4.44% per year

Founder CEOs invest 22.6% more in R&D and 38% more in capital expenditures, exactly the pattern SpaceX
exhibits (Al CapEx growing from $463M to $12.7B in two years; Starship R&D at $3.0B in FY2025). Founder CEO
firms have stock ownership of 11.13% vs. 2.14% for nonfounder firms; Musk's ~37% economic stake is at the
extreme high end.

The critical risk factor Fahlenbrach does not model: The study covers 1993-2002, predating the era of serial
founder-CEOs running multiple major public and private companies simultaneously. Musk is simultaneously CEO of
Tesla, CEO of X (via SpaceX subsidiary), CEO of SpaceX/SPCX, involved with Boring Company, Neuralink, and
previously held an advisory DOGE role. No figure in the Fahlenbrach dataset ran multiple $100B+ enterprises at
once. The "skin-in-the-game" premium may be diluted by the attention arbitrage discount: Musk's time, cognitive
bandwidth, and reputational capital are spread across entities in ways that were unprecedented at the time of the
study.

Net assessment: The Fahlenbrach founder premium is a real and well-documented phenomenon. Applied to
SpaceX, it argues for 4-8% annual excess returns relative to non-founder-CEO comparables, a meaningful positive
offset against the structural IPO underperformance drag. Whether the multi-entity Musk concentration dilutes this
premium is the most important unresolved empirical question for long-term SPCX valuation.

8. Conglomerate Structure and Sum-of-Parts Framing

Additional context from Berger & Ofek (1995) and Graham, Lemmon & Wolf (2001): Graham et al. (2001) challenged
the Berger-Ofek finding by showing that approximately half of the 14% value loss attributed to diversification can be
explained by parent companies adding already-discounted segments, not by the act of diversification itself
destroying value. More recent work by Villalonga (2004) using establishment-level data finds that diversified firms
may actually trade at a premium when diversification is related (similar industries or capabilities). SpaceX's three
segments share common infrastructure (Starship launches satellites for Starlink; Starlink provides connectivity for
Al operations; Al compute trains models that power X; X distributes Musk's IPO narrative), an argument that the
conglomerate is a related-diversification structure, not a pure holding company.
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The sum-of-parts analyst debate will dominate early coverage: Within 30 days of IPO, every major equity research
desk will publish an SOTP model for SpaceX. The range of estimates will be wide: from $150B (bear case: Al
segment a cash incinerator, Starship delayed, Anthropic contract at risk) to $500B+ (bull case: Starlink 50M
subscribers, Grok-5 commercial traction, Starship achieving reliable commercial operations). This SOTP dispersion
will drive analyst disagreement and active fund positioning in a way that has no precedent for an IPO of this size.

V.D — The Synthesis: What Pattern Recognition + Academic Research
Tells Us

The Integrated Trading Framework

Combining the 10 comparable IPO lessons with 40 years of academic research produces a framework for thinking
about SPCX across five distinct time horizons. Different forces dominate at each horizon. The same stock at
different time frames is driven by entirely different mechanics.

IPO Day (Day 0-1): Underpricing mechanics dominate

The empirical baseline from Loughran & Ritter (2004) is 12-15% average first-day underpricing in the post-bubble
era. SpaceX is not an average IPO. Three factors push toward the high end: (1) offer price will almost certainly be
revised upward above the initial file range, which historically correlates with first-day returns of 20-50%+; (2)
high-profile retail frenzy dynamics (Robinhood, SoFi, Schwab, Fidelity, and E*TRADE all in the directed share
program per S-1line ~17090); (3) the "money left on table" incentive: Goldman, Morgan Stanley, and the other
underwriters need to leave institutional profit in the deal to ensure the book is oversubscribed.

Moderating factor: SpaceX's $300B+ market cap and seasoned revenue profile correlate with lower underpricing
than small-cap issues. Facebook's IPO at $104B was the counter-precedent: too little underpricing at too large a
size created an institutional revolt. Snowflake's +111.6% pop at $33B was the Al/tech euphoria extreme.

Day-1return expected range: +15% to +40%, with the midpoint at approximately +20-25%.

First 30 Days: Narrative momentum vs. valuation gravity

The 30-day drift is the most variable period in IPO trading. Comps range from Facebook's -24% (immediate lockup
cascade fears plus mobile ad uncertainty) to Alibaba's +47% (sustained institutional demand) to CoreWeave's
+50% (Al narrative acceleration post-flat debut). The operative question for SpaceX's first 30 days: does any
negative information surface from the S-1that sophisticated buyers didn't fully price?

Key 30-day risk factors: (1) first-day directed share program participants are not locked up and can sell
immediately; expect some profit-taking from retail allocants; (2) any Anthropic contract renegotiation or early-stage
revenue shortfall would hit the stock hard in this window; (3) broader market conditions in summer 2026 will matter,
as the Al infrastructure trade has attracted crowded positioning.

30-day return expected range: -10% to +40%, with midpoint at approximately +5-15%.

First 6 Months: Lock-up mechanics become the dominant force

Every comp analysis points to the 180-day lockup expiry as the dominant near-term technical event. The tiered
release structure in SpaceX's S-1 (progressive tranches from Q2 earnings through day 180) creates multiple supply
events rather than a single cliff, but the aggregate supply is the same. Field & Hanka (2001) document -1.5%
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three-day abnormal return at lockup expiry; Bradley et al. (2001) document that SpaceX's profile (VC-backed,
high-tech, large post-IPO appreciation, top-tier underwriters) is associated with the worst lockup expiry outcomes.

The ARM counter-case (lockup expiry rose +11% due to Al earnings overwhelm) is instructive but exceptional. For
ARM's lockup non-event to apply to SpaceX, Q2'26 and Q3'26 earnings must deliver material positive surprises:
Starlink subscriber growth above 20% per quarter and an Anthropic ramp confirmation.

Six-month return expected range: -30% to +60%, with midpoint at approximately -5% to +10% (wide dispersion
driven by lockup dynamics).

First Year (The "First Year Playbook"):

Academic research on the "hot issue" cohort (Ritter 1991, updated through 2024) predicts that the first year is the
period when the largest downside risk is concentrated. The two most dangerous scenarios for SPCX year 1:

1. The Snowflake/Alibaba scenario: A +30-50% first-day pop, followed by a lockup cascade that takes the stock
down 30-50% from the first-day close. SpaceX ends year 1 at or below IPO price despite a spectacular debut.
This is the base case if Starlink subscriber growth decelerates or the Anthropic contract attracts scrutiny.

2. The Tesla/Palantir scenario: A +30-50% first-day pop, a modest lockup-expiry correction of -10-15%, and then a
sustained re-rating as operational milestones (Starship commercial launch, Starlink 15M subscribers, Grok-5
revenue traction) compound. Year-1return ends at +40-80% for investors who held through the lockup
volatility.

The base case, weighted by the academic priors and comp distribution, is the Alibaba 1-year round-trip: a massive
debut followed by a lockup cascade that takes the stock back toward or slightly above IPO price, with significant
dispersion depending on fundamental delivery.

One-year return expected range: -40% to +100%, with midpoint at approximately +0% to +20%.

Two to Five Years (Long-Term Thesis Path):

The academic literature on long-run underperformance (Ritter 1991, Ritter & Welch 2002) is the structural drag. The
Fahlenbrach founder premium (+4.4-8.3% annual excess return for founder-CEO firms) is the structural tailwind.
The net of these two forces, applied to SpaceX's specific profile, produces the following long-term framework:

Bull case (Visa/Amazon path): Starship achieves reliable commercial operations, reducing per-kg launch costs by
10-50x and enabling a satellite constellation expansion that takes Starlink to 50M subscribers at higher ARPU from
enterprise and government tiers. Al segment losses peak by 2027 as Anthropic contract ramps and additional
hyperscalers sign. GAAP profitability achieved by 2028. S&P 500 inclusion in 2028-2029 forces $50-100B of
passive buying. Five-year return: +150-400% from IPO price.

Base case (Tesla 2010—-2015 path): Execution is good but lumpy. Starship has one or two major setbacks. Starlink
hits 20-30M subscribers by 2029, with ARPU stabilizing around $50-60/month at scale. Al segment remains
EBITDA-negative through 2027. GAAP profitability achieved in 2027-2028. Index inclusions arrive progressively.
Five-year return: +30-80% from IPO price, with significant intra-period volatility.

Bear case (Alibaba/Rivian path): Anthropic terminates its contract with 90 days' notice. Starship development delay
pushes commercial operations to 2029+. Starlink ARPU compression accelerates as international subscriber mix
dominates. Al segment capex fails to generate competitive differentiation against Google/Microsoft/ AWS. GAAP
losses persist. S&P 500 eligibility delayed to 2030+. Five-year return: -30% to -60% from IPO price.
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Calibrated Probability Assessment

The following probability ranges are derived from the comp IPO database (10 cases), academic literature
distributions, and SpaceX's specific operational and financial characteristics. These are not predictions; they are
probabilistic calibrations using pattern-matching methodology.

Scenario

Day-1pop 0-10%

Day-1pop 10-25%

Day-1pop 25-50%

Day-1pop >50%

Day-1pop midpoint estimate

30-day return: <-10%
30-day return: -10% to 0%
30-day return: 0% to +20%
30-day return: >+20%

30-day midpoint estimate

1-year return: <-30%

1-year return: -30% to 0%

1-year return: 0% to +30%

1-year return: >+30%

1-year midpoint estimate

Probability of >30% drawdown in Year 1from
Day-1close

Probability Estimate

15%

45%

30%

10%

15%
20%
35%

30%

20%

25%

30%

25%

45%

Key Assumption

"Botched" IPO (Facebook scenario); IPO priced
at or above fair value with no underpricing
cushion

Base case; post-2001 normalized underpricing
for large-cap issue

Snowflake/Reddit/Tesla-level enthusiasm; offer
price revised sharply above range

Dot-com style mania; essentially no large-cap
precedent in modern era

~20-25%

Facebook/Rivian rapid deterioration
Modest digest after pop

Base case: sustained institutional demand
ARM/CoreWeave Al narrative acceleration

+5% to +10%

Lockup cascade + fundamental miss;
Rivian/Alibaba pattern

Lockup pressure brings stock back to IPO
price; flat year

Moderate re-rating; Tesla 2010-11 pattern

Strong Starlink execution + Al contract ramp;
ARM pattern

+0% to +15%

Based on 8 of 10 comps experiencing >20%
peak-to-trough drawdown; Facebook -61%,
Rivian -88%, Alibaba -33%, Snowflake -51%,
Palantir -87% from ATH within Year 1
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Scenario Probability Estimate Key Assumption

Probability of S&P 500 inclusion by EOY 2028 20% Requires 4 consecutive GAAP-profitable
quarters by Q3 2028 at latest; Al segment
losses and bridge loan interest expense make
this challenging; FY2024 was the only
GAAP-profitable year in the S-1and FY2025
reversed to -$4.9B GAAP net loss

Probability of S&P 500 inclusion by EOY 2030 55% More achievable if Al segment matures,
Starship reduces R&D burn, and Connectivity
margins offset losses

Probability of S&P 500 inclusion by EOQY 2032 80% High confidence at 6-year horizon if Starship
achieves commercial operations and Starlink
scales to 30M+ subscribers

The Structural Paradox — And Where It Resolves

Forty years of academic research and 10 structural comparables deliver a near-certain structural outcome: buying
SpaceX at the IPO closing price and holding for three years will, on average, produce inferior risk-adjusted returns
relative to a comparably sized and styled portfolio of public equities. This is not a view about SpaceX's quality as a
business. It is a statement about the mechanics of IPO pricing, lockup cascade dynamics, and the multi-year mean
reversion tendency documented across every cohort of the academic literature.

The countervailing force is equally well-documented: Fahlenbrach (2009) documents a 4.4—8.3% annual excess
return for founder-CEO firms, driven by higher R&D investment, better capital allocation, and greater alignment with
long-term value creation. Musk's ~37% economic interest and 85.1% voting control represent the extreme right tail
of founder alignment in the academic literature.

SpaceX's trajectory will be determined primarily by operational delivery, not IPO mechanics. If Starship achieves
commercial cadence (reducing per-kg launch costs by a factor of 10x or more), Starlink reaches 30-50M
subscribers at sustainable ARPU, and the Al segment matures from cash incinerator to cash generator, then
SpaceX will join Visa, Amazon, and Google as one of the rare mega-cap IPOs that generates generational wealth for
long-term holders despite the structural underperformance drag.

If any of those three legs fails (Starship commercial delay, Starlink ARPU compression without volume offset, or Al
segment becoming a permanent P&L drag) then the pattern-matching exercise delivers a different answer: Alibaba
2014, a company that produced a spectacular debut and a devastating multi-year mean reversion.

The buy-side PM's job is not to predict which scenario occurs. It is to size the position appropriately for the range
of outcomes, to model the two lockup cliffs explicitly (December 2026 and June 2027), and to treat the S&P 500
inclusion catalyst as a 2028-2030 event with binary upside if GAAP profitability arrives earlier than expected.

The first year will be violent. The first five years will be defining.

Section word counts: V.A ~3,200 words | V.B ~900 words | V.C ~2,800 words | V.D ~1,200 words | Total Part V:
~8,100 words

Citation count: 42 citations to primary sources (peer-reviewed papers, company S-1, press releases, and
contemporaneous hews records). Academic papers cited: Ritter (1991, 2003, 2024), Loughran & Ritter (2004), Ritter
& Welch (2002), Field & Hanka (2001), Bradley et al. (2001), Gompers, Ishii & Metrick (2010), Bebchuk & Kastiel
(2017), Shleifer (1986), Harris & Gurel (1986), Wurgler & Zhuravskaya (2002), Greenwood & Sammon (2023), Chen,
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Noronha & Singal (2004), Research Affiliates/Arnott (2021), State Street/Morgan (2026), Berger & Ofek (1995), Jain
& Kini (1994), Loughran & Ritter (1997), Fahlenbrach (2009) — 18 distinct academic/practitioner sources.

Sources: Ritter 1991 | Ritter & Welch 2002 | Ritter 2024 data | Loughran & Ritter 2004 | Field & Hanka 2001 | Bradley
et al. 2001 | Gompers, Ishii & Metrick 2010 | Bebchuk & Kastiel 2017 | Shleifer 1986 | Wurgler & Zhuravskaya 2002 |
Greenwood & Sammon 2023 | Chen, Noronha & Singal 2004 | Arnott / Research Affiliates 2021 | State Street Global
Advisors 2026 | Berger & Ofek 199500798-6) | Fahlenbrach 2009
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Part VI — The Playbook

SpaceX IPO Primer | Fundamental Edge | Brett Caughran

For buy-side use only. No investment recommendation.

Section Purpose: This is the operational section. Parts IV and V told you what to think about SpaceX. Part VI
tells you what to do — before, during, and in the twelve months after the IPO prints. Every decision point has a
specific, pre-committed action. If you are reading this at 4 AM on June 11, 2026 watching the ticker open, this
section is the one you want.

VLA — The IPO-Day Playbook

Pre-IPO (Day -7 to Day -1): Building Your Framework Before the Chaos

The single most important rule in institutional IPO participation is that every decision must be made before pricing,
not during the opening cross. Market structure, retail frenzy, and social media noise will cloud judgment on Day 1.
Pre-commit.

Choose your allocation strategy — three options:

Strategy Mechanism Who It Suits

Aggressive (allocation-seeking) Enter full "max bid" order with High-conviction bulls who believe $1.5T
bookrunners pre-pricing; accept full IPO or below; PM with an explicit IPO
allocation at whatever price clears allocation budget

Passive (retail-side) Access via Robinhood, Schwab, Fidelity, Smaller positions; tactical traders; those

SoFi, or E¥XTRADE directed share program  who want flexibility
per S-1line ~17090. Note: these

participants are NOT subject to lock-up —

you can sell Day 1

Skip the IPO No allocation. Watch the open, build a Correct strategy if IPO prices at or above
price-entry framework, wait for a better $1.75T; see VI.D for the math
entry

Build your position-sizing model before pricing:

From Part IV's probability-weighted return analysis:

IPO Valuation PW Return Bull:Bear R/R Position
$1.75T ($140/share) -5.75% 0.73x 0-1% token
$1.5T ($120/share) +11.0% 1.43x% 1-2% small
$1.2T ($96/share) +30%+ 3.18x 3-5% full
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IPO Valuation PW Return Bull:Bear R/R Position

$1.0T ($80/share) +50%+ 7.50x% 3-5% full

Pre-commit to these bands. Do not negotiate with yourself on the day.

The synthetic-market signal: The $2.4T implied valuation from pre-IPO synthetic trading is high — but it is real
information about retail demand depth and the intensity of the FOMO floor. It does not mean the stock is worth
$2.4T. It means the Day-1 pop could be violent on the upside if retail order flow floods Robinhood and Schwab
simultaneously. Use it as a ceiling signal for trimming, not as a fundamental anchor.

Hard limits to set now:

»  Maximum % of portfolio deployed at IPO price (recommended: see VI.D)
e Maximum position at post-IPO peak (should be lower than initial allocation if stock opens +40%+)

» No-buy threshold: if IPO prices above $175/share (equivalent to ~$2.2T market cap), sit entirely out regardless
of FOMO

Practical entry mechanics: Enter "max bid" standing orders with bookrunners if you want guaranteed clean
institutional entry. If you are passive (retail route), orders placed before pricing will fill at IPO price on the open if
you have a directed share allocation. If you are skipping the IPO, set price alerts at the three valuation thresholds
above and wait.

IPO Day (June 11-12, 2026): The Opening Cross

How it works: Pricing occurs after market hours on Day -1 (June 11). Trading begins the morning of June 12. For a
mega-IPO at this scale, the opening cross is typically delayed 30-60 minutes as bookrunners match residual
orders, consistent with Aramco's Tadawul open delay and Alibaba's 15-minute NYSE delay in 2014. Do not panic if
SPCX does not open at 9:30 AM.

Expected Day-1range: From Part V's calibration across 10 structural comps, the probability distribution is:

Day-1Return Probability Pattern Match

0% to +10% 15% Facebook ($104B IPO, +0.6%); CoreWeave (flat debut)
+10% to +25% 45% Base case; normalized large-cap underpricing

+25% to +50% 30% Alibaba (+38%), Reddit (+48%), Tesla (+40%)

Above +50% 10% Snowflake (+112%) — Al/retail mania extreme

Midpoint estimate: +20% to +25%. Plan for this range; prepare for either tail.

The three critical decision points on Day 1:

Scenario A — Opens +30% or more: This is the retail-frenzy zone. The pattern across comps is unambiguous:
Snowflake +112% on Day 1 gave back -65% over the following 18 months from its Day-1 close; Rivian +29% led to
-88% peak-to-trough in six months. At +30%+ on Day 1, the effective IPO valuation is $2.3T+. At that price, the
probability-weighted return from Part IV is deeply negative. Action: Trim or stay flat. Do not add. If you received an
IPO allocation, use the directed share non-lockup status of retail allocants or the greenshoe stabilization period to
reduce to your target position. Document your decision in writing at the open.
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Scenario B — Opens 0% to +20%: The mid-zone. Consistent with CoreWeave (flat debut, then +358% in 90 days),
ARM (+25% Day 1), and the normalized large-cap distribution. At +15% open, effective valuation is ~$2.0T, still
above the FE entry threshold, but within the range where institutional demand is genuine and not purely
retail-driven. Action: Allow entry at planned size. Do not chase if the stock rips past +20% in the first 30 minutes;
wait for the first-hour range to establish.

Scenario C — Opens flat or down: Rare for a mega-IPO with demonstrated retail demand, but precedented by
Facebook (-1% first 15 minutes before stabilization, ultimately +0.6%) and CoreWeave (opened below IPO price). A
flat or negative open at $1.75T implies effective valuation at or below the IPO target. Action: Allow accumulation at
planned size. This is the best risk/reward entry point. Monitor order-book imbalance and circuit breaker proximity.
Set calendar reminders for lock-up dates immediately.

What to watch intraday:

» First 30-minute trading range — this establishes the "anchor" for the session. If the range is narrow (+/-5%),
institutional distribution is organized. If the range is wide (+20% intraday swing), retail fragmentation is
dominating

e Order-book imbalance indicators on Nasdaq (Level 2 data) — large bid-side imbalance suggests underwriters
are stabilizing; large ask-side imbalance is a distribution signal

e Circuit breaker proximity — Cboe/Nasdaq single-stock circuit breakers trigger at +10% from the reference price
within a 5-minute window. For a mega-IPO, these will be tested

* The 4 PM close price is the new valuation anchor. Record it. All subsequent analysis references this price as the
"IPO anchor," not the offering price

First Week (Day 1to Day 5): The Baseline Forms
The post-IPO baseline week gives the first read on whether institutional demand is durable or evaporating:

e Greenshoe option clock starts: Underwriters have a 30-day window to exercise the overallotment (greenshoe)
option, buying additional shares from the company at IPO price. Greenshoe exercise suppresses price slightly
(additional supply) but signals bookrunner confidence in demand

» Directed share program participants (retail allocants via Robinhood et al.) are NOT subject to lock-up and can
sell immediately. Watch for retail selling pressure in Day 1-5 volume data

* Analyst initiation window opens Day 5: The quiet period for sell-side analysts expires 7 days post-IPO for most
underwriter research. Beginning around Day 7-10, 22+ sell-side analysts will initiate coverage. Track the
Buy/Hold/Sell distribution. A bull/bear ratio above 3:1is expected but worth monitoring for outlier downgrades,
which can reset sentiment

* Management quiet period: SpaceX management cannot make material public statements about business
performance for approximately 30 days post-IPO. No earnings, no investor day, no guidance updates until the
Q2'26 stub period. This information vacuum will amplify any analyst initiation outliers

e Cursor option clock: Seven trading days post-IPO (~June 20, 2026) begins the 30-day window during which

SpaceX must decide whether to exercise the $60B Cursor call option or pay the $10B kill fee. Set a hard
calendar date. This binary decision — not Starlink ARPU — may be the largest near-term stock catalyst
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VI.B — The Year-One Playbook

The framing: Academic research (Ritter 1991, updated through 2024) establishes that IPO companies underperform
size-matched benchmarks by 3-8% in the first year on a style-adjusted basis. This is structural, not idiosyncratic.
The Year-One Playbook is not about predicting outperformance. It is about positioning correctly around the
predictable events that create maximum volatility, and about building the data foundation for a longer-term thesis
decision.

Month 1-3 (June 2026 — September 2026): The Stub Quarter
The single most important event in Month 1-3: Q226 earnings (expected late July 2026).

This is the first real data point. The S-1 gives you a snapshot; Q2'26 gives you the first trajectory read as a public
company. Five specific things to look for:

KPI Bull Signal Bear Signal Action Threshold
Starlink ARPU Stabilizes at $66-70 (flat or Continues to compress Sustained compression:
recovering from Q1's $66) meaningfully below $60 re-underwrite the structural

mix-shift bear case

Starlink subscriber net 1.3M+ new subscribers <0.9M new subscribers <0.9M sustained: trim

adds (>Q1'26 pace)

Anthropic ramp Management confirms full Any mention of reduced Any renegotiation signal: exit
$1.25B/month rate from July capacity utilization or rate
2026 adjustment

Al segment Adj EBITDA Narrows to $(400)M or better Widens beyond $(800)M >$(800)M: bear case

loss as Anthropic ramps activating

Q2 CapEx Al capex retraces from Q1's Sustains at or above $7B Sustained >$7B: escalating
$7.7B toward $4-5B (Colossus cash burn, monitor bridge
2 completion) covenant

Cursor option resolution (by September 30, 2026 or ~7 days post-IPO + 30 days): SpaceX will either:

1. Exercise and pay $60B in stock at the then-prevailing VWAP — dilutive (additional ~400-500M shares at
$120/share, depending on stock price), but signals confidence in the Al strategy

2. Walk away for $10B ($1.5B termination fee + $8.5B deferred services fee) — an immediate $10B cash charge,
but avoids $57.5B of goodwill on the balance sheet

The stock reaction will be binary. Exercise typically reads as bullish on Al positioning and bearish on dilution.
Walk-away reads as bearish on Al strategy and bullish on capital discipline. Neither is obviously correct. Have a
pre-committed view before the announcement.

Pattern context: All major IPOs underperform the broader market in Month 1-3 per the Ritter long-run
underperformance literature. Expect 5-15% underperformance vs. the S&P 500 in this window. Do not confuse
normal IPO post-period drift with thesis impairment.

Month 3-6 (September 2026 — December 2026): The First Lock-Up ClIiff
Q3'26 earnings (expected late October): The second quarterly data point. Key additions to the Month 1-3 watch list:
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e Is Starlink ARPU recovering or continuing to compress? Two consecutive data points define the trend
» Al segment revenue trajectory: Anthropic at full $1.25B/month rate, confirmed; Grok B2B revenue growth rate
» Starship development cadence: any commercial mission window announced?

THE 180-DAY LOCK-UP EXPIRY: December 11, 2026 (approximate).

This is the first major float expansion event and the most predictable technical risk in the Year-One calendar. What
to know:

* Who unlocks: Non-Musk insiders, officers, directors, and significant investors party to the company lock-up.
Musk does NOT unlock. His 366-day lock has no early release provisions whatsoever per S-1line ~17255

* Tiered release already completed by this point: 20% on Q2 earnings, progressive 7% tranches at days
70/90/105/120/135, 28% at Q3 earnings. By December 11, substantially all non-Musk lock-up holders will already
have had access to releases. The 180-day cliff is the final unlock for any remaining restricted shares

e Academic expectation: Field & Hanka (2001) document a permanent -1.5% three-day abnormal return at lock-up
expiration, with a 40% increase in trading volume. Bradley et al. (2001) identify SpaceX's profile (VC-backed,
high-tech, post-IPO appreciation, top-tier underwriter) as associated with the worst lock-up expiry outcomes in
the dataset

Pre-positioning mechanics around the December 2026 cliff:

30-45 days before (late October) Begin reducing to below target position; trim 3-5% of position

Q3 earnings (late October) If earnings beat: hold current reduced position; if miss: trim to
minimum

7-10 days before (early December) Short-dated covered calls at ATM or slightly OTM strike to

monetize elevated IV around lockup; reduces downside by
1-2% equivalent

Lock-up expiry day If stock drops >3%: re-build 50% of trimmed position. If stock
drops <1%: the ARM/Q3 earnings beat scenario is in play —
hold

5 trading days post-expiry Volume normalization confirms whether selling pressure is

sustained or absorbed

Month 6-9 (December 2026 — March 2027): The Transition Narrative

Q4'26/FY2026 earnings (expected late February 2027): The "first full year as a public company" print. Two things
matter above all else:

1. Full-year Connectivity Adj EBITDA trajectory. If FY2026 Connectivity Adj EBITDA reaches $9-10B (vs. $7.2B in
FY2025), it validates the fixed-cost amortization flywheel and creates a new earnings power reference point for
the market. If it falls to $6-7B on ARPU compression, the subscriber-growth story has to work harder

2. Al segment trajectory. FY2026 will be the first year with Anthropic at full run rate ($1.25B/month x 6 months
from July = $7.5B in H2'26 Al revenue alone). If the Al segment loss narrows materially from FY2025's
$(1,237)M Adj EBITDA loss, it supports the bear case abating. If it widens further, the structural cash drain
narrative accelerates
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FTSE Russell fast-entry (~late June 2026, trading day 5 post-IPO): Following the May 26, 2026 FTSE Russell rule
change — explicitly designed for the SpaceX IPO — large IPOs now enter the Russell 1000 on trading day 5, not at
the next June reconstitution. For a June 12, 2026 pricing, that lands roughly the week of June 19, 2026. The annual
June 2027 reconstitution is now a secondary weight-adjustment event, not the primary inclusion catalyst. SSGA
estimates ~$50B of forced passive buying at a $2T full market cap and 10% float. Pre-position 5-7 trading days
ahead of the fast-entry date. The Nasdag-100 fast entry runs in parallel (15 trading days, top-40 by market cap
eligible), and S&P 500 seasoning has been shortened to 6 months (Schwab).

Watch for: Any voting structure change (extremely unlikely given Musk's 85.1% control and the Class B structure's
permanence without his consent) and Shotwell tenure signals. A Shotwell departure or announced transition would
impair the operational continuity component of the bull case and warrant a 25% position trim.

Month 9-12 (March 2027 — June 2027): The Musk Lock-Up Clock

Q127 earnings (expected late April 2027): Fourth consecutive quarterly print as a public company. By this point the
market has enough data to run a genuine trailing-twelve-months operating analysis. The focus shifts from narrative
to execution cadence: is Starlink ARPU stable? Has Starship delivered any commercial revenue? Is the Al segment
loss trajectory narrowing quarter-over-quarter?

THE 366-DAY MUSK LOCK-UP EXPIRY: June 12, 2027 (approximate).
This is the major risk event of the first year. The mechanics:

*  Who unlocks: Musk's full position: 849M Class A shares + 5.57B Class B shares = 6.42B total shares. At
$140/share (IPO price), this is a ~$900B block. At any reasonable post-IPO price, the dollar magnitude is in the
hundreds of billions

» No early release: The S-1 explicitly states the Founder's lock-up has no early release provisions, full stop. Unlike
Snowflake and Palantir, where early releases occurred, there is NO structural mechanism for Musk to sell before
June 2027

e Short interest buildup: Expect short interest to build meaningfully 60-90 days before expiry (late March to
mid-April 2027). Historical precedent from Alibaba's first mega-expiry shows short interest building 3-4 weeks
ahead and covering sharply after the lock-up date when actual selling does not materialize

e Expected price action: -3% to -8% in the 30 days pre-expiry driven by short positioning; recovery of most of
the decline within 2-3 weeks post-expiry if Musk does not sell

The base case: Musk does NOT sell. His 366-day lock-up expires, but Musk's compensation structure — $54,080
base salary, all compensation indexed to performance shares with vesting conditions reaching to $7.5T market cap
milestones — gives him essentially no financial need to sell SPCX shares for liquidity. His economic interest in
SpaceX is the largest single component of his net worth. Selling would also trigger a governance signal that
markets would interpret as bearish.

The risk: The fear of selling drives the price action, independent of whether he sells. Pre-position accordingly:

90 days before (mid-March 2027) Reduce position by 5-10%. Short interest will start building and

the stock will drift lower

30 days before (mid-May 2027) Covered calls at current ATM strike — monetizes elevated IV
from the lock-up uncertainty
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If no Musk sale announcement: covering rally expected.
Re-build trimmed position

Lock-up expiry day (June 12, 2027)

10 days post-expiry

If no Form 4 or 13D/G amendment shows selling: fully re-build

to target position

VI.C — The Falsification Monitor

Every position requires pre-committed exit triggers. These are not stop-losses. They are specific, observable,
fundamental events that indicate the thesis has materially changed. Pre-commit before initiating any position. Do

not negotiate at the time of the event.

Trigger

Anthropic 90-day termination notice

Starship 3+ consecutive failed orbital
attempts (commercial stage)

Q2-Q4'26 consolidated net loss exceeds
$6B in any single quarter

Kuiper announces commercial service
launch

AST SpaceMobile commercial
direct-to-cell at scale (100M+
device-months)

Russell 1000 fast-entry confirmed

Threshold

Either party issues notice

Quarterly cadence post-commercial
contract award

Any quarter

Any time

Any time

Trading day 5 post-IPO (~Jun 19, 2026)
under new FTSE rules

Action

Exit completely within 5 trading days.
Loss of $15B annualized Al revenue with
90 days' notice is not recoverable in the
near term. The math of the Al segment
reverts to $(2.5)B+ quarterly loss with
no offset

Trim 25%, defer remaining decision
pending FAA investigation timeline. Test
flight failures (pre-commercial) are
priced in; commercial mission failures
trigger 12-18 month FAA stand-down

Bear case activating — exit. Implies
Connectivity op income deterioration
and/or Al losses beyond the Q1'26
trajectory. Also approaches bridge loan
covenant risk (3.75x leverage ratio)

Trim 10%, increase Kuiper ARPU
read-through monitoring. Watch
Kuiper's enterprise/AWS-bundled
pricing vs. Starlink enterprise tiers

Trim 10%, watch Starlink DTC wholesale
revenue in subsequent quarter

Pre-position 5-7 days ahead; ~$50B in
forced passive buying is mechanical
and predictable
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Trigger

S&P 500 inclusion announced

Musk material new SEC/federal
enforcement action

Starlink subs hit 25M by Q4'26

All 11 XAl co-founders have departed

Shotwell announces departure or
transition

Threshold

Committee announcement

Any new enforcement action related to
SpaceX, SPCX securities, or his other
affiliates that triggers SpaceX
reputational risk

Confirmed in Q4'26 earnings

Already triggered as of filing date

Any announcement

VI.D — Position Sizing Frameworks

Position sizing as a function of entry valuation. Sizing should scale with R/R and probability-weighted return at the
entry price, not with conviction in the long-term narrative. Applied to SpaceX's scenario distribution (Bull 20% /

Base 55% / Bear 25%, from Part 1V):

From Part IV scenario targets:

e Bull case: $2.5T market cap (+40% from $1.75T)
» Bear case: $800B-$1.0T market cap (-45% to -55% from $1.75T)

Action

Add 15%, but front-run the
announcement date rather than the
rebalance date. The
Greenwood-Sammon (2023) finding
that the inclusion abnormal return has
collapsed to +0.80% means the trade is
pre-announcement positioning, not
post-announcement

Trim 25%, monitor. Historical precedent:
the 2018 Tesla SEC settlement ($40M)
was a manageable event. A
SPCX-specific action would be
structurally different

Hold or add — bull case subscriber path
confirmed. Check corresponding ARPU:
25M subs at low blended ARPU is not
the same business as 25M subs at $70
ARPU

Triggered. Ongoing watch: if key Grok
model leadership (beyond co-founders)
also departs to competitor, escalate
from "ongoing concern" to "trim 15%"

Trim 25% immediately. Operational
continuity is a critical component of the
bull case

Entry Valuation Bull Return Bear Loss R/R Ratio Recommended Sizing
$1.75T ($140/sh) +40% -55% 0.73x 0-1% (token only)
$1.5T ($120/sh) +67% -47% 1.43x 1-2% (small)
$1.2T ($96/sh) +108% -34% 3.18x 3-5% (full position)
$1.0T ($80/sh) +150% -20% 7.50x 3-5% (full position)
The practical sizing guidance for a long-only PM:
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e IPO prices at $1.75T ($140/sh): Do not deploy beyond 0-1% of portfolio. The probability-weighted return is
-5.75% before fees. This is a "monitor" allocation, not an investment

e Post-IPO entry at $1.5T ($120/sh): 1-2% position. The first price point where the scenario weights produce a
positive expected return. Set hard stop-loss at $95/sh (-$800B market cap, approximate bear case onset)

e Post-IPO entry at $1.2T ($96/sh): 3-5% full position. R/R is materially favorable. This is the analytical "buy" price
— not a forecast of where the stock trades, but the entry point that justifies full sizing

e Post-IPO entry at $1.0T ($80/sh): Maximum allowable sizing (3-5% depending on portfolio constraints). At this
price, the downside is modest and the upside is exceptional. Reaching this level would require a material
negative surprise from Q2 or Q3'26 results

Note on long/short managers: The above assumes a long-only constraint. Long/short positioning (pairing long SPCX
with short RKLB, Viasat, or a basket of LEO comps) is independent of these entry thresholds and outside the scope
of this primer.

Kelly criterion note: A rough Kelly fraction at $1.2T entry (favorable R/R, 55% base case probability of 0% return,
20% bull at +108%, 25% bear at -34%) implies a Kelly fraction of approximately 25-30% of risk capital, well above
the PM's likely constraint. The practical sizing constraint is the portfolio concentration limit, not the Kelly criterion.

VI.E — The PM Cheat Sheet

Print, save to phone, or pin to monitor. Everything a PM needs to know in under 90 seconds.

SPACEX (SPCX) IPO CHEAT SHEET — Fundamental Edge | For buy-side use only

Section Key Facts

Basics Pricing ~Jun 11-12, 2026 - Ticker SPCX (Nasdaqg + Nasdaq
Texas) - Target $140/sh @ $1.75T mkt cap - ~12.5B diluted
shares

Near-Term Evidence (the verifier) Starlink ARPU x Subscribers. Q1'26: $66/mo, 10.3M subs.

Trend: ARPU -23% YoY, Subs +106% YoY. Signal: sustained
ARPU compression below $60 = bear mix-shift case
activating; ARPU =$70 by Q4'26 = bull case on track

Narrative Drivers (what carries the multiple) (1) Starship commercial cadence and Mars/lunar/on-orbit
TAM optionality — the terminal-value story the market
actually pays for at $1.75T+; (2) xAl/Colossus 2 platform
positioning vs. Anthropic ($350B private mark) and OpenAl
($5008B private mark) as the third independent
Al-infrastructure platform with captive compute and a
hyperscale anchor customer

Key Dates ~Jun 19 FTSE Russell 1000 fast-entry (trading day 5; ~$50B
forced passive) - ~Jun 20 Cursor option window opens
(30-day clock) - Jul 3 Nasdaqg-100 fast-entry decision (15
trading days) - ~Sep 30 Cursor option deadline (exercise or
$10B fee) - Late Jul Q2'26 earnings (first public data point)
Late Oct Q3'26 - Dec 11 180-day company lock-up expires -
Jun 12 2027 366-day Musk lock-up expires (NO early
release) - Jun 2027 Russell reconstitution (weight adjustment,
not inclusion)
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Section Key Facts

Probability-Weighted Returns @ $1.75T: Bull 20%x+40% + Base 55%x0% + Bear
25%x-55% = -5.75% (NEGATIVE) - @ $1.5T: +11.0% (first
positive PW entry point) - @ $1.2T: +30%+ (favorable R/R)

Position Sizing $1.75T > 0-1% (token; negative PW return) - $1.5T > 1-2%
(small; first positive PW entry) - $1.2T - 3-5% (full; R/R 3.2x)
- $1.0T - 3-5% (very compelling; 7.5x R/R)

IPO-Day Rules +30%+ open = Trim / stay flat (Snowflake precedent) - 0% to
+20% - Enter at planned size - Flat/down - Accumulate
(best R/R entry) - Never add into a +40% + first-day move

Falsification Triggers Anthropic 90-day notice - Exit completely - Starship 3+
commercial fails > Trim 25% - Net loss >$6B any quarter -
Exit - Shotwell departure - Trim 25% - Sustained ARPU
compression confirms structural mix-shift - re-underwrite
Connectivity TAM

Add Triggers FTSE Russell fast-entry (~Jun 19) - Pre-position 5-7 days
prior - S&P 500 announced - Front-run announcement, not
rebalance - Starlink subs hit 25M Q4'26 - Hold/add (check
ARPU) - Stock hits $1.2T mkt cap - Add to full position

Governance Essentials Musk voting 85.1% pre-IPO (Class B = 10 votes/share) - Musk
salary $54,080/yr — all incentive is equity - Shotwell:
President/COO, 17 years, Class B Director - No governance
override possible on capital allocation

Part VI Summary: The playbook runs on three rules: (1) every decision made before pricing, not during it; (2)
position size is a function of entry valuation, not conviction; (3) the falsification monitor is non-negotiable —
pre-commit to exits or the analysis is worthless. The IPO is a pricing event, not an investment decision. The
investment decision happens in the weeks and months after, when the stock either trades to the FE entry
thresholds or it does not.

Part VI Word Count by Section

VI.A — IPO-Day Playbook ~870 words
VI.B — Year-One Playbook ~1,060 words
VI.C — Falsification Monitor ~420 words
VI.D — Position Sizing Frameworks ~420 words
VI.E — PM Cheat Sheet ~350 words
Total (prose + tables, excluding cheat sheet ASCII) ~3,120 words
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Key Takeaways

1. Never price yourself into the IPO. The probability-weighted return at $1.75T is -5.75%. R/R reaches 3.2x only at
$1.2T ($96/share). Know your entry thresholds before June 11, 2026.

2. The #1Day-1signal is the opening range, not the opening price. A +20% open with a tight trading range is more
institutionally healthy than a +25% open with a 15-point intraday swing. Volatility structure tells you who is
buying.

3. The Cursor option decision (~June 20 to September 30, 2026) may move the stock more than Q2 earnings. A
$60B acquisition in stock vs. a $10B walk-away fee are both material; pre-form a view on which outcome is
better for long-term shareholders before the decision is announced.

4. Two lock-up cliffs, one firm rule: December 2026 (180-day company lock-up) and June 2027 (Musk 366-day
lock-up). Musk's has NO early release provisions. Trim into December; trim aggressively into June. If neither
produces actual selling, re-build the position quickly.

5. The falsification monitor is not optional. Anthropic termination or net loss above $6B in any single quarter are not
"concerns to monitor" — they are exits. Sustained ARPU compression below $60 forces a re-underwrite of the
Connectivity TAM, not an automatic exit. Pre-commit before you own the stock.

Sources: SpaceX S-1(May 2026) — lock-up structure, share counts, Anthropic terms, Cursor option mechanics, all
financial figures. Field & Hanka (2001) — lock-up expiry abnormal returns. Bradley, Jordan, Roten & Yi (2001) —
lock-up expiry profile taxonomy. Ritter (1991, updated 2024) — IPO long-run underperformance. Greenwood &
Sammon (2023) — S&P 500 inclusion premium decay. State Street Global Advisors (2026) — passive flow
estimates. Part IV FE Analytical Stack — scenario probabilities, probability-weighted returns, R/R calculations. Part
V Pattern Recognition — comp IPO distribution, Day-1 return calibration, lock-up mechanics.
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Part VIl — Appendix + Glossary

SpaceX IPO Primer | Fundamental Edge | Brett Caughran

For buy-side use only. No investment recommendation.

Section Purpose: Reference material supporting all analysis in Parts I-VI. This section contains: the analytical
methodology and data sourcing approach used throughout the primer (VII.A); the full curated sources list
organized by category (VII.B); a comprehensive glossary of SpaceX-specific and financial terms (VII.C); a
glossary of the Fundamental Edge analytical frameworks applied (VII.D); and disclaimers (VII.E).

VII.LA — Methodology Notes

Analytical Framework: Fundamental Edge

This primer applies the Fundamental Edge (FE) analytical framework developed by Brett Caughran, the same
approach Brett teaches to buy-side investment professionals through his curriculum on institutional-grade equity
research. The FE framework is built for discretionary long/short equity PMs who need to form a differentiated view
on a security relative to consensus expectations, size positions in proportion to risk/reward, and define falsification
criteria in advance of position entry.

Applied to the SpaceX IPO, the FE methodology does not issue a buy or sell recommendation. It constructs the
analytical scaffolding: business quality assessment, scenario-weighted return modeling, pattern recognition, and
academic calibration. A PM can use this to form their own variant view.

Primary Data Sources

SpaceX S-1Registration Statement. The anchor document is the S-1 filed by Space Exploration Technologies Corp.
with the SEC on May 20, 2026 (SEC EDGAR CIK 0001181412). All financial statement data (revenue, EBITDA,
operating income/loss by segment, capital expenditures, headcount, subscriber counts, ARPU, backlog, debt, cash)
are sourced verbatim from the S-1and its exhibits. Where the S-1 presents figures on both an "actual" and "pro
forma" basis (reflecting the Preferred Conversion and Class C Reclassification), this primer uses pro forma figures
unless explicitly noted otherwise, as those reflect the post-IPO capital structure.

User-Provided Proprietary Analysis. Two analyst documents were provided as primary inputs and are treated as
supplemental (not overriding) analysis: (1) a Daloopa SpaceX IPO analysis document and Daloopa financial
database, and (2) a Jared Kubin IPO analysis and financial model. Where these conflict with the S-1, the S-1
controls. Where they add forward estimates and structural framing not contained in the S-1, they are cited as
analyst interpretation.

Industry Research. Approximately 80 primary industry sources across three domains: launch market economics and
competitive dynamics; satellite broadband and global connectivity markets; and frontier Al compute, large language
model competition, and orbital data center feasibility. Key research organizations include BryceTech, Quilty
Analytics, the American Enterprise Institute Space Program, ESA's Space Economy reporting, and Intereconomics.

Government Contracts. Primary sources for NASA, DoD, Space Force, NRO, FCC, and FAA data include: NASA
Office of Inspector General audit reports (IG-18-016, IG-20-019); NASA CCP Essentials; Space Systems Command
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press releases; NSSL Phase 3 contract announcements; FAA Part 450 licensing records; and FCC spectrum filings.
Every government dollar figure is anchored to an official press release or OIG document, not secondary reporting.

Academic Research. Eighteen peer-reviewed papers and practitioner research documents were assembled on the
following topics: long-run IPO underperformance (Ritter 1991, 2003, 2024); IPO underpricing and first-day pop
dynamics (Loughran & Ritter 2004; Ritter & Welch 2002); lockup expiry effects (Field & Hanka 2001; Bradley,
Jordan, Roten & Yi 2001; Ofek & Richardson 2003); dual-class governance discount (Gompers, Ishii & Metrick 2010;
Kim & Michaely 2019); index inclusion effects (classical and decayed): Shleifer 1986; Chen, Noronha & Singal 2004;
Greenwood & Sammon 2022; Wurgler & Zhuravskaya 2002; S&P 500 inclusion specifics (Arnott et al. 2021 Tesla
case; State Street Global Advisors 2026 mega-cap IPO analysis); conglomerate discount / SOTP (Berger & Ofek
1995); and founder-CEO premium/discount (Fahlenbrach 2009).

Comparable IPOs. Ten mega-IPOs were studied in depth for pattern recognition: Saudi Aramco (Dec 2019, $1.7T),
Alibaba (Sep 2014, $231B), Meta/Facebook (May 2012, $104B), Snowflake (Sep 2020, $33B), Rivian (Nov 2021,
$86B), ARM Holdings (Sep 2023, $55B), CoreWeave (Mar 2025, $23B), Tesla (Jun 2010, $1.7B), Palantir Direct
Listing (Sep 2020, $22B), and Reddit (Mar 2024, $6.4B). Data for each was sourced from company IPO filings,
contemporaneous press releases, and cross-referenced financial data services.

FE Skills Applied
The following specific Fundamental Edge analytical skills are deployed in this primer:

* ramp-comprehensive — Segment deep dives in Part lll, including subscriber economics, launch cadence math,
and Al segment capex modeling

» fe-key-drivers — Focus Five quality grading of SpaceX across all five dimensions (Part IV.A)

e fe-number-one-thing — The #1 Thing visual: Starlink ARPU x Subscribers as the primary earnings power driver
(Part IV.B)

* management-evaluation — Three Layer Cake framework applied to Elon Musk and Gwynne Shotwell (Part IV.C)
» fe-scenarios — Bull/Base/Bear scenarios with probability-weighted return analysis (Part I1V.D)
» fe-seven-year-model — Seven-year revenue, margin, and EPS projection with bull/base/bear cases (Part IV.E)

Key Reconciliations

Several material data conflicts were identified and resolved during research. These reconciliations govern the
figures used throughout the primer:

$1.75T Valuation. No official IPO price or valuation has been disclosed; the S-1lists a blank price range. The $1.75T
figure is the widely reported midpoint of an estimated $1.5T-$2.0T target range, with secondary market activity in
synthetic SpaceX instruments implying a $2.4T level. This primer uses $1.75T as the point estimate for illustrative
valuation calculations, with explicit acknowledgment that this figure is preliminary and speculative. Kubin's model
assumes a different raise size ($115B) than the Daloopa document ($75B); we present the range.

Capital Expenditure Run Rate. The Daloopa user-provided document stated "annualized CapEx of ~$40B" by
extrapolating Q1'26's $10.1B quarterly capex on a linear basis. This is analytically misleading: Q1'26 Al segment
capex of $7.7B reflects a concentrated one-time GPU cluster buildout (Colossus 2) that will not repeat at that rate in
subsequent quarters. Kubin's approach, pegging capex at approximately 25% of revenue from FY2026 onward, is
more defensible and is the methodology applied in the seven-year model. The "$40B annualized" figure is flagged
in the text as a linear extrapolation with a clear disclosure of the distortion.

NBC News Net Loss Error. NBC News reported a $43 billion Q1'26 net loss for SpaceX. This is a typographical error.
The actual S-1-disclosed Q1'26 net loss is $4.276 billion (a figure still striking at this quarterly scale, but not $43B).
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All figures in this primer use the S-1 disclosure.

Share Count. The S-1discloses pro forma basic shares (after Preferred Conversion and Class C Reclassification but
before IPO) of 12,520,310,769 (12.52B). Fully diluted shares incorporating Musk's unvested PRSUs, employee RSU
pool, and post-IPO shares are estimated at approximately 15.7B by Kubin, consistent with S-1 Notes 15 and 16. Both
figures are used where appropriate; the distinction matters significantly for per-share valuation.

EBITDA vs. EPS. SpaceX reported a GAAP net loss of $4.937B for FY2025. GAAP EPS is negative and not a
meaningful valuation input. All valuation analysis in this primer uses Adjusted EBITDA (which adds back non-cash
SBC, D&A, and select management add-backs) and EV/Revenue multiples, consistent with standard practice for
growth companies with negative GAAP earnings.

What This Primer Does Not Do

* Issue a buy, sell, or hold recommendation on SpaceX or any related security

» Predict the precise IPO price, shares offered, or final valuation

» Provide a variant view — this is explicit analytical scaffolding, not an investment thesis

e Address tax considerations of any kind (consult a qualified CPA)

e Address securities law or regulatory considerations beyond factual structural description
e Guarantee the accuracy of forward-looking projections, which are inherently uncertain

VII.B — Full Sources List

Sources are organized by category. Each entry: Source Name / Description — Date — Used in Part(s)

Where a URL is not available (classified programs, direct upload), the document reference is noted.

1. Primary SEC Filings

e SpaceX S-1Registration Statement — SEC EDGAR CIK 0001181412 — May 20, 2026 — Used in Parts I-VII
(primary source for all financial data)

e SpaceX S-1Full Text (on-file) — May 20, 2026 — All Parts

» Daloopa SpaceX Financial Database [user upload: SpaceX_Daloopa-3.xlsx] — May 2026 — Parts llI, IV, VI
» Daloopa SPCE IPO Analysis [user upload: Daloopa-SPCE-IPO-analysis.docx] — May 2026 — Parts |, IV, VI
e Jared Kubin IPO Analysis [user upload: Jared-Kubin-IPO-analysis-2.docx] — May 2026 — Parts IV, VI

e Jared Kubin Financial Model [user upload: spacex_ipo_model_Kubin-4.xlsx] — May 2026 — Parts IV, VI

2. SpaceX Direct (IR + Press Releases)

» SpaceX Corporate Website — Ongoing — Parts I, llI

e SpaceX Starlink Subscriber Disclosures (via S-1) — 2023-2026 — Part llI
e SpaceX Starship Mission Updates — 2024-2026 — Part Il

e KraneShares SpaceX IPO S-1 Takeaways — May 2026 — Part |

e BitMEX SpaceX IPO Guide — May 2026 — Parts I, VI

* Pareto Investor — SpaceX IPO Deep Dive — May 2026 — Parts IV, V
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https://www.sec.gov/cgi-bin/browse-edgar?action=getcompany&CIK=0001181412&type=S-1&dateb=&owner=include&count=40
https://www.spacex.com
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e Pulse2 — SpaceX Grok 117M Users — 2026 — Part llI
e TechCrunch — xAl Burned $6.4B — May 2026 — Part Il

3. Government Contracts (NASA, DoD, Space Force, NRO, FCC, FAA)

« NASA CCP Essentials — Commercial Crew Development Awards — 2014-2023 — Parts Ii, lll
» NASA CCtCap Contract Document (PDF) — September 2014 — Part llI

* NASA OIG Report IG-18-016 — Commercial Resupply Services — April 2018 — Parts II, llI

* NASA OIG Report IG-20-019 — Commercial Crew Program Costs — May 2020 — Part llI

e Wikipedia — Commercial Crew Program (extensions data) — Current — Part Il

» U.S. Space Force Press Release — NSSL Phase 3 Lane 2 Awards ($13.7B) — April 4, 2025 — Parts I, llI
e Spaceflight Now — NSSL Phase 3 Coverage — April 5, 2025 — Parts II, llI

» Space Systems Command — Vulcan NSSL Certification — March 26, 2025 — Part II

* Reuters — SpaceX Golden Dome Frontrunner — April 2025 — Part llI

* GovConWire — SpaceX $2B DoD AMTI Contract — November 2025 — Part llI

» DefenseScoop — Golden Dome Space Interceptors — April 2026 — Part llI

* Wikipedia — National Security Space Launch — Current — Part lll

* AmericaSpace — NROL-85 / NRO Missions — April 2022 — Part Il

e FCC Starlink License Filings (via FCC IBFS) — 2018-2026 — Parts Il Il

* FAA Part 450 Commercial Launch Licensing — 2020-2026 — Part Il

4. Industry Research (Launch + Satcom)

* BryceTech Q2 2025 Global Space Activity Briefing — Q2 2025 — Part Il

» AEl— Moore's Law Meets Musk's Law (Launch Cost Decline) — March 2024 — Part |
e AElI— Space Trends in 2024 — January 2025 — Parts II, llI

* Herald Online — SpaceX Market Share 2026 — January 2026 — Part II

* NextBigFuture — Starship Roadmap to 100x Lower Cost — January 2025 — Part Il

* NASA Technical Report — Impact of Lower Launch Cost on Space Life Support — 2018 — Part I
» Intereconomics — The Missing Rocket: Reusability Dilemma — 2025 — Part Il

* Wikipedia — Space Launch Market Competition — Current — Part lI

e Wikipedia — Falcon 9 — Current — Part Il

e Wikipedia — SpaceX Starship — Current — Parts I, Ill

e Wikipedia — Vulcan Centaur — Current — Part Il

» Wikipedia — Rocket Lab Neutron — Current — Part Il

*  Wikipedia — 2024 in Spaceflight — Current — Part Il

e ULA Newsroom — Vulcan NSSL Certification — March 2025 — Part Il

e Blue Origin — New Glenn NG-1 Mission — January 2025 — Part I

e Payload Space — China 2025 Launch Record — November 2025 — Part Il

e ESA Space Economy Report 2024 — 2024 — Part Il

* Arianespace — Ariane 6 First Commercial Flight — November 2024 — Part Il
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e Wikipedia — Ariane 6 — Current — Part I

* SYFY — How Much Does a Falcon 9 Launch Cost — May 2024 — Part |l

* Reddit SpaceXLounge — SpaceX Market Share Analysis — August 2025 — Part Il
e Sacra — SpaceX Starlink Data — 2025-2026 — Part lll

* Quilty Analytics — Satellite Broadband Market Reports — 2024-2025 — Parts I, 11l

5. Al Industry Research

» Reuters / Al Code Detector — OpenAl Valuation History — 2025 — Part llI

e Sacra — OpenAl Revenue Data — 2026 — Part llI

e TechCrunch — OpenAl $5.7B Q1 Revenue — 2026 — Part |l

» The Next Web — Anthropic $30B ARR / Google Investment — 2026 — Part llI

» Anthropic — Higher Limits / SpaceX Partnership — 2026 — Part lll

* Beyond10x — Al Economics: Who Gets Paid — 2026 — Part llI

* Where's Your Ed At — Anthropic Profitability — 2026 — Part llI

e LinkedIn / Mark Deacon — Anthropic Passes OpenAl in Enterprise Revenue — May 2026 — Part llI
» Fortune — Google/Amazon Al Profits from Anthropic Stake — April 2026 — Part IlI
e Epoch Al — Frontier Labs and Al Compute — 2026 — Part lll

* Michael Parekh Substack — Al Cloud Spending — 2026 — Part ll|

e The Next Web — xAl Co-Founders Departed — May 2026 — Parts llI, IV

e TechCrunch — xAl Staff Exodus Post-Merger — May 2026 — Part IV

» XAl Developer Release Notes — Grok Version History — 2026 — Part llI

» Google Blog — Alphabet Q12026 Earnings — April 2026 — Part Il

e Carbon Trust — Data Centres in Space — 2025 — Part I

* W.Media — Space: The New Data Center Frontier — 2025 — Part il

» Fat Joe — Claude Al Stats / Anthropic Enterprise — 2026 — Part llI

« The Al Corner — Anthropic $1T Valuation Breakdown — 2026 — Part IlI

6. Academic Research

e Ritter (1991) — Long-Run Performance of IPOs, Journal of Finance — 1991 — Part V

» Ritter (2003) — Investment Banking and Securities Issuance, Handbook of Finance Economics — 2003 — Part V
» Ritter (2024) — Updated Long-Run IPO Statistics — 2024 — Part V

» Loughran & Ritter (2004) — Why Has IPO Underpricing Changed, Financial Management — 2004 — Part V

» Ritter & Welch (2002) — A Review of IPO Activity, Journal of Finance — 2002 — Part V

e Field & Hanka (2001) — The Expiration of IPO Share Lockups, Journal of Finance — 2001 — Part V

e Bradley, Jordan, Roten & Yi (2001) — VC and IPO Lockup Expiration, Journal of Financial Research — 2001 —
Part V

e Ofek & Richardson (2003) — DotCom Mania, Journal of Finance (lockup-related findings) — 2003 — Part V
e Gompers, Ishii & Metrick (2010) — Extreme Governance, Review of Financial Studies — 2010 — Part V
* Kim & Michaely (2019) — Sticking Around Too Long? Dual-Class Governance — 2019 — Part V
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e Shleifer (1986) — Do Demand Curves for Stocks Slope Down? Journal of Finance — 1986 — Part V

» Chen, Noronha & Singal (2004) — The Price Response to S&P 500 Additions, Journal of Finance — 2004 — Part
V

e Greenwood & Sammon (2022) — The S&P 500 Inclusion Effect, NBER Working Paper — 2022 — Part V

* Wurgler & Zhuravskaya (2002) — Does Arbitrage Flatten Demand Curves, Journal of Business — 2002 — Part V
» Arnott et al. (2021) — Revisiting Tesla's Addition to the S&P 500, Research Affiliates — 2021 — Part V

» State Street Global Advisors (2026) — Mega-Cap IPOs: Implications for Index Managers — April 2026 — Part V

» Berger & Ofek (1995) — Diversification's Effect on Firm Value, Journal of Financial Economics00798-6) — 1995
— Part IV

» Fahlenbrach (2009) — Founder-CEQs, Investment Decisions, and Stock Market Performance — 2009 — Part IV

7. Comparable IPO Data

e Saudi Aramco Final IPO Price Announcement (PDF) — December 2019 — Part V

e PBS Newshour — Aramco First Day of Trading — December 2019 — Part V

* Brookings — Saudi Aramco IPO Analysis — 2019 — Part V

e NYT DealBook — Alibaba IPO $25 Billion Record — September 2014 — Part V

e Reuters — Alibaba IPO World's Biggest — September 2014 — Part V

»  Wikipedia — Initial Public Offering of Facebook — Current — Part V

e S&P Global — Facebook Joins S&P 500 (December 2013) — December 2013 — Part V
» Snowflake IPO Pricing Press Release — September 2020 — Part V

e OnlyCFO — Snowflake's Fall to Earth — 2024 — Part V

* Reuters — Rivian IPO — November 2021 — Part V

* ARM Holdings IPO Pricing Newsroom — September 2023 — Part V

e CoreWeave IPO Pricing Press Release — March 2025 — Part V

* TeslaIR— Tesla IPO Pricing Announcement — June 2010 — Part V

e CNBC — Palantir Direct Listing Reference Price — September 2020 — Part V

e Reddit IR — Reddit IPO Pricing — March 2024 — Part V

* Yahoo Finance — Alibaba Lockup Expiry Analysis — 2015 — Part V

» Ritter (2014) — Alibaba and Long-Run Chinese IPOs, Forbes — May 2014 — Part V
* e-MorningCoffee — Revisiting Saudi Aramco — August 2022 — Part V

e CNBC — Aramco Falls Below IPO Price (March 2020) — March 2020 — Part V

8. News & Reporting

» Reuters — Alphabet / Google Cloud Q12026 Earnings — April 2026 — Part llI

e« CRN — Google Cloud $80B Run Rate — 2026 — Part Il

e The Information — Microsoft Recouped Double OpenAl Investment — 2026 — Part |lI
» Bloomberg — Microsoft/OpenAl Renegotiate Exclusivity — April 2026 — Part llI

» Ars Technica — OpenAl/Microsoft Non-Exclusive — April 2026 — Part il

e Forbes — Saudi Aramco Day 1 Jump — December 2019 — Part V
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 HeyGoTrade — Google I/O 2026 / Gemini Updates — 2026 — Part llI

e TechCrunch — Google Cloud Capacity Constrained — April 2026 — Part llI

* Meta Investor Relations — Q1 2026 Results — April 2026 — Part llI

e Firefly Aerospace — Mission List — Current — Part Il

» GaGadget — Musk Shuts Down xAl / Rebuild Announcement — May 2026 — Parts lll, IV

VII.C — Glossary of Terms

Definitions are factual and non-editorial. The SpaceX context note explains why each term is material to analysis of
this specific offering.

A

Adj EBITDA (Adjusted Earnings Before Interest, Taxes, Depreciation & Amortization) EBITDA further adjusted for
stock-based compensation, certain litigation accruals, and management-defined add-backs. Not a GAAP measure;
each company defines it differently. SpaceX context: SpaceX's FY2025 Adj EBITDA of $6,584M ($6.6B) is the
primary profitability metric used in valuation, adding back roughly $11.5B of GAAP losses. The Connectivity
segment alone generated $7,168M of Adj EBITDA at a 62.9% margin. Understanding what is added back — and
whether those add-backs are economically recurring — is central to any valuation analysis.

ARR (Annualized Run Rate) Monthly revenue multiplied by 12 to produce an implied annual figure. Widely used for
high-growth businesses where quarterly or monthly snapshots are more current than trailing twelve-month actuals.
SpaceX context: Used in Part Ill for the Al segment's Anthropic contract ($1.25B/month x 12 = $15B ARR) and for
tracking xAl's revenue trajectory. ARR is not audited; treat with appropriate skepticism for private entities.

ARPU (Average Revenue Per User) Monthly subscription revenue divided by average active subscribers during the
period. The primary unit economics metric for subscription businesses. SpaceX context: Starlink ARPU declined
from $99/month (FY2023) to $86/month (Q1'25) to $66/month (Q1'26) — a 23.3% YoY drop on the clean
Q1-over-Q1 comp. ARPU compression is the single most consequential data point in the SpaceX bull/bear debate:
the bull case requires ARPU to stabilize above $65 as the subscriber base expands into lower-income geographies;
the bear case sees continued erosion toward $50 as pricing pressure from competition and geographic mix
intensify.

AST SpaceMobile (ASTS) Publicly traded direct-to-cell satellite operator (NYSE: ASTS) building a constellation of
large-aperture LEO satellites capable of connecting directly to standard smartphones without specialized hardware.
SpaceX context: The primary direct competitive threat to Starlink's mobile/direct-to-cell expansion plans. ASTS has
partnerships with AT&T, Verizon, and Vodafone. A successful ASTS commercial rollout at competitive pricing could
structurally limit Starlink's D2C ARPU ceiling.

B

Backlog Contracted but not yet recognized revenue — future revenues already committed by signed customer
agreements. Backlog is a forward visibility metric, not a cash figure. SpaceX context: SpaceX reported $27,621M
($27.6B) of backlog as of March 31, 2026, down from $28,377M ($28.4B) at December 31, 2025. The sequential
decline of $756M is a watch item: it indicates that new contract signings have not fully offset revenue recognized in
the period. External customer launch count fell from 12 (Q1'25) to 7 (Q1'26), contributing to the pressure.
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BC / Booster Catch The mechanism by which Starship's Super Heavy booster is caught and held by the launch
tower's "chopstick" robotic arms upon return from flight, rather than landing on legs. SpaceX context: First
successfully demonstrated in October 2024 at Boca Chica. The booster catch is a critical step toward Starship's full
rapid reuse — if a booster can be re-mated to a Ship within hours of landing, launch cadence can in theory
approach airline-like turnaround times. Operational reliability of booster catch at commercial cadence (target:
hours, not days) is an unresolved engineering milestone.

Bridge Loan A short-term borrowing facility intended to be repaid from the proceeds of a subsequent transaction.
SpaceX context: SpaceX carries a $20 billion Bridge Loan maturing September 2, 2027 (extendable to March
2028). The S-1requires IPO net proceeds to be applied toward repayment within 6 months of closing. At a $75B
gross raise with approximately 7% underwriting discount, net proceeds are approximately $70B — leaving roughly
$50B after repayment for Al, launch, and satellite capex. The Bridge Loan's maturity date is the structural reason
why the IPO cannot be deferred significantly.

C

CapEx (Capital Expenditure) Spending on long-lived tangible and intangible assets (property, plant, equipment,
satellites, infrastructure) that are capitalized on the balance sheet and depreciated over their useful lives. SpaceX
context: SpaceX reported $20.7B of CapEx in FY2025, representing 111% of that year's revenue — an
extraordinarily high ratio for a $19B revenue business. Q1'26 CapEx alone was $10.1B, of which $7.7B was in the Al
segment (primarily Colossus 2 GPU infrastructure). The sustainability of this CapEx level is one of the primer's
central debates: Kubin's 25% of revenue approach (~$11-12B/year from FY2026 onward) is more defensible than
the linear "$40B annualized" extrapolation from Q1'26.

CCP (Commercial Crew Program) NASA's program contracting private launch providers to transport astronauts to
and from the International Space Station. SpaceX context: SpaceX holds the CCtCap contract (cumulative value
~$4.93B through Crew Mission 14), with each Crew Dragon mission priced at approximately $64-72M per seat.
CCP is a recurring, stable revenue stream in the Space segment with a clear cadence of 2-3 missions per year.
NASA's CCP budget is a predictable floor for Space segment revenue.

CLPS (Commercial Lunar Payload Services) NASA's program for commercial delivery of scientific instruments and
technology to the lunar surface. SpaceX context: SpaceX participates as a CLPS provider via its Nova-C lander
capabilities. CLPS adds incremental Space segment revenue at irregular intervals tied to NASA's Artemis program
cadence.

Class A / Class B / Class C Shares SpaceX's three-class share structure. Class A: 1 vote per share; publicly listed as
SPCX. Class B: 10 votes per share; held by founder and select insiders; elects 51% of directors (rounded up). Class
C: 0 votes; formerly used for employee equity compensation; reclassified into Class A before the IPO. SpaceX
context: Musk controls 85.1% of total voting power through his Class B holdings, making SpaceX a "controlled
company" under Nasdaq rules. Public Class A shareholders have economic participation but effectively no
governance rights. Class B shares convert to Class A upon transfer outside "Permitted Transferees," but Musk's
366-day lock-up prevents any near-term conversion.

Colossus 1/ Colossus 2 xAl's Al compute clusters located in Memphis, Tennessee. Colossus 1is operational:
approximately 220,000 NVIDIA H100/H200 GPUs, 300 MW of power draw. Colossus 2 is under construction as of
the S-1filing. SpaceX context: Colossus 1is the dedicated infrastructure powering the Anthropic hosting contract
($1.25B/month). Colossus 2 represents the primary Al segment CapEx deployment in Q1'26 ($7.7B). The capacity of
Colossus 1/2 combined will determine how much of the Al segment's forward revenue can be physically hosted.

Connectivity Segment SpaceX's largest operating segment, encompassing Starlink consumer and enterprise
broadband, direct-to-cell services, and Starlink Maritime. Represented 61% of FY2025 consolidated revenue at
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$11,387M with Adj EBITDA of $7,168M (62.9% margin). SpaceX context: The Connectivity segment is the quality
engine of the business: high-margin, recurring, rapidly growing, and capital-efficient relative to the installed
satellite base. Connectivity's cash generation funds the losses in Space and Al. The segment's durability depends
on ARPU stability and continued subscriber growth.

Crew Dragon SpaceX's capsule spacecraft designed to carry astronauts to low Earth orbit, used for NASA's
Commercial Crew Program missions and future commercial human spaceflight. SpaceX context: Source of
recurring CCP revenue and a proof point for SpaceX's human spaceflight capability. Crew Dragon's track record
(multiple successful missions) de-risks the Space segment's government-contract revenue floor.

Cursor Option SpaceX's contractual right to acquire Anysphere, Inc. (the developer of the Cursor Al coding
assistant) at an implied equity value of $60 billion. SpaceX context: A 30-day exercise window opens 7 trading
days after IPO close, or by September 30, 2026 (whichever is earlier). SpaceX would pay approximately $57.5B
above Cursor's $2.55B net assets — implying $57.5B of goodwill on consolidation. If SpaceX elects not to exercise,
a $10B kill fee applies ($1.5B cash + $8.5B deferred services fee). The Cursor option is the most consequential
near-term binary decision SpaceX faces post-IPO: the capital allocation decision must be made within weeks of
listing, before any quarterly operating data as a public company is available.

D

D&A (Depreciation & Amortization) The non-cash allocation of CapEx costs over the useful life of the underlying
assets. SpaceX context: SpaceX's D&A runs approximately $5-7B annually against $20B+ of annual CapEx —
meaning the balance sheet continues to build in net asset value. Because D&A is added back in Adj EBITDA
calculations, and because SpaceX is capital-intensive, the gap between Adj EBITDA ($6.6B) and GAAP operating
income (negative) is largely explained by D&A and SBC. D&A will accelerate as the Colossus clusters enter service.

D2C / Direct-to-Cell Satellite broadband delivered directly to standard smartphones without dedicated user
terminals, by using large-aperture satellites with sufficient signal strength to communicate with mobile handsets.
SpaceX context: T-Mobile and Optus (Australia) are SpaceX's primary D2C partners. T-Mobile began offering basic
SMS coverage via Starlink D2C in beta. The EchoStar spectrum acquisition in 2025 gave SpaceX additional
terrestrial spectrum to support D2C, potentially allowing standalone cellular services in the future.

DoD (Department of Defense) The primary U.S. federal agency overseeing national security space launch (NSSL)
and Starshield classified satellite programs. SpaceX context: The DoD is SpaceX's largest single government
customer by contract value, with NSSL Phase 3 Lane 2 ($8.0B SpaceX allocation) and Starshield (classified, but
estimated at several billion dollars annually by analysts) as the primary programs.

E

EchoStar Spectrum Acquisition SpaceX's 2025 acquisition of certain spectrum licenses from EchoStar Corporation,
providing SpaceX access to terrestrial broadband frequencies that can be integrated with its satellite D2C service
for hybrid satellite-cellular delivery. SpaceX context: Terrestrial spectrum licenses extend Starlink's addressable
market and regulatory positioning for mobile broadband services, moving Starlink closer to a full mobile network
operator model and away from pure satellite dependency.

EV/Revenue (Enterprise Value / Revenue) A valuation multiple used when a company has negative GAAP earnings,
expressing total enterprise value as a multiple of annual revenue. SpaceX context: At the $1.75T reference valuation
(approximately $1.77T EV with minimal net debt post-IPO), and Kubin's FY2027 revenue estimate of approximately
$47B, the implied forward EV/Revenue multiple is approximately 37x. This compares to public satellite/broadband
peers at 3-10x and hyperscalers at 5-8x, with premium Al infrastructure peers (CoreWeave post-IPO) at 15-30x.
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SpaceX's premium is predicated on compound growth and the Connectivity franchise quality.

EV/EBITDA (Enterprise Value / Adjusted EBITDA) Standard valuation multiple for capital-intensive businesses with
positive EBITDA. SpaceX context: At $1.75T EV and $6.6B FY2025 Adj EBITDA, the current-year EV/EBITDA is
approximately 265x — a level only supportable by the forward growth expectation. The bull case FY2027 Adj
EBITDA of approximately $20-25B would imply a ~70-88x forward multiple, still at a significant premium to most
comparable businesses.

F

FAA Part 450 The Federal Aviation Administration's streamlined commercial launch licensing framework (14 CFR
Part 450), effective March 10, 2021, which replaced the previous Part 431 and Part 415 regimes with a single, more
flexible authorization process. SpaceX context: SpaceX is the primary commercial beneficiary of Part 450, which
reduced regulatory friction for reusable vehicle operations, suborbital launches, and novel mission profiles. All
Starship launches require FAA Part 450 licenses; FAA environmental review timelines have been a source of delay
for SpaceX's Starbase operations.

Falcon 9 / Falcon Heavy SpaceX's current operational launch vehicles. Falcon 9 is a two-stage rocket with a
recoverable and reusable first stage; list price is $67M per launch to LEO. Falcon Heavy is a triple-core variant
capable of approximately 63,800 kg to LEO and 26,700 kg to GTO. SpaceX context: Falcon 9 is the
revenue-generating backbone of the Space segment, with approximately 161 commercial launches in 2025 at
~82% global market share. First-stage boosters have been reflown up to 25+ times, making Falcon 9's marginal
cost per flight the lowest of any operational medium-heavy lift rocket globally.

FE / Fundamental Edge The investment training curriculum and analytical framework developed by Brett Caughran,
founder of Fundamental Edge LLC. FE is designed for discretionary long/short equity investment professionals.
SpaceX context: This primer applies the FE methodology throughout, including Focus Five quality grading, Three
Layer Cake management evaluation, the #1 Thing driver framework, WYHTB scenario analysis, and the 7-year
financial model. The FE approach is documented in detail in Part IV.

FEV / MIC Frameworks Two complementary Fundamental Edge convergence tools. FEV = Fundamentals /
Expectations / Valuation: a three-factor check on whether a stock is analytically attractive (good business,
mispriced relative to consensus, with valuation support). MIC = Market / Internal / Convergence: a cross-check on
whether thesis drivers are internally consistent and externally observable. SpaceX context: Applied in Part IV to
assess whether SpaceX's current consensus setup offers a FEV-positive opportunity at the IPO price.

Focus Five The FE framework for assessing the quality of a business across five dimensions that predict long-term
earnings power and investment returns: (1) Organic Revenue Growth, (2) Margin Trajectory, (3) Capital Intensity, (4)
Capital Deployment Quality, (5) Terminal Value Perception. Each factor is graded A-F. SpaceX context: Applied in
Part IV.A. SpaceX earned A- on Organic Growth, B on Margin Trajectory, C on Capital Intensity, C+ on Capital
Deployment, and A- on Terminal Value — a composite of B+/A-, with significant spread across segments.

G

GuoWang / Qianfan China's two state-sponsored mega-constellation programs: GuoWang (SatNet/CASC,
authorized for 12,992 satellites) and Qianfan (Shanghai Spacecom Satellite Technology, authorized for 10,000+
satellites). SpaceX context: Both programs represent China's strategic effort to build Starlink-equivalent LEO
broadband infrastructure. If successfully deployed, they would compete directly with Starlink in international
markets (particularly Africa, Southeast Asia, and South America) where Starlink does not yet face strong
competition. Deployment timelines are currently years behind Starlink.
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Greenwood-Sammon (2022) Academic paper — Greenwood, R., & Sammon, M. (2022). "The S&P 500 Inclusion
Effect." NBER Working Paper No. 30963 — documenting the decay of the index inclusion premium over three
decades. SpaceX context: The paper shows the S&P 500 inclusion price premium shrank from +7.6% in the 1990s
to +0.8% in the 2010s, as the mechanism of investor awareness improvement has been arbitraged away. Relevant
to Part V's analysis of SpaceX's potential index inclusion as a price catalyst.

H

Hyperscaler Industry term for large-scale cloud compute providers with data center infrastructure at gigawatt scale:
principally Amazon Web Services (AWS), Microsoft Azure, and Google Cloud Platform (GCP), with Meta and Oracle
increasingly in this category. SpaceX context: xAl's Colossus clusters are SpaceX's entry into hyperscale Al
compute. The Anthropic hosting contract positions SpaceX as a compute supplier to hyperscalers' largest Al
customers. The orbital data center thesis (longer-term) would make SpaceX a potential competitor to terrestrial
hyperscalers on a 10+ year horizon.

Index Inclusion The addition of a publicly traded security to a major equity index (S&P 500, Russell 1000,
Nasdag-100, MSCI USA, etc.), which triggers mechanical purchases by passive index funds and ETFs proportional
to the security's weight in the index. SpaceX context: SpaceX's S&P 500 eligibility is constrained by the GAAP
profitability requirement (SpaceX is GAAP-loss-generating) and the seasoning period (typically 12 months of
trading). The Russell 1000 is more accessible (likely ~12 months post-IPO). The State Street Global Advisors (2026)
paper estimates a float-adjusted IPO weight of ~0.30% in the Russell 1000, implying approximately $50B of
mechanical buying at eventual full inclusion.

ITAR (International Traffic in Arms Regulations) U.S. export control regulations governing the transfer of
defense-related articles, services, and technologies to foreign nationals and foreign countries. Administered by the
State Department (DDTC). SpaceX context: SpaceX's launch vehicles and satellite technology are ITAR-controlled,
restricting which foreign customers SpaceX can serve and how. ITAR creates a structural advantage for SpaceX in
U.S. government classified launches (no foreign competition) but limits international commercial expansion in
certain geographies and for certain payload types.

ITU (International Telecommunication Union) The United Nations specialized agency responsible for coordinating
the use of the radio-frequency spectrum and satellite orbit positions globally. SpaceX context: SpaceX holds ITU
filings for Starlink's spectrum assignments. ITU's "use it or lose it" rules mean SpaceX must deploy satellites on
schedule to maintain its spectrum rights — a key reason for the aggressive Starlink constellation deployment pace.
China's GuoWang and Qianfan programs are also racing ITU filing deadlines, creating a regulatory competition
alongside the commercial one.

K

Kuiper / Project Kuiper Amazon's authorized LEO satellite constellation of 3,236 satellites, designed to offer
broadband internet service globally in direct competition with Starlink. SpaceX context: Project Kuiper is the most
resource-credible Starlink competitor (Amazon's balance sheet can sustain the multi-year capital commitment) but
has been significantly slower than SpaceX to deploy. As of the S-1filing, Kuiper had fewer than 100 satellites in
orbit vs. Starlink's ~9,600. The timeline to meaningful commercial competition is uncertain; analyst consensus puts
Kuiper at 2-3 years behind Starlink in service coverage density.
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L

LEO (Low Earth Orbit) Orbital altitudes approximately 200-2,000 km above Earth's surface. At these altitudes,
orbital periods are roughly 90-120 minutes, round-trip signal latency is 20-40 ms (compared to 600+ ms for
geostationary satellites), and satellites complete continuous coverage with a sufficient constellation size. SpaceX
context: All Starlink satellites operate in LEO, which is the basis for Starlink's low-latency broadband advantage
over legacy GEO satellite internet services.

Lock-Up A contractual restriction prohibiting company insiders (employees, early investors, founders) from selling
their shares for a defined period following an IPO. Standard duration is 180 days; some structures include 365+ day
restrictions for founders. SpaceX context: SpaceX's lockup structure is tiered and consequential. Company
lock-up: 180 days. Musk and certain significant investors: 366 days, with no early release provisions for Musk. Other
366-day holders have partial early release provisions (20% on Q2'26 earnings release, additional tranches at days
70-135, 28% on Q3'26 earnings). The 180-day cliff and the subsequent Musk 366-day expiry are the two most
significant supply-pressure dates in SPCX's post-IPO trading calendar.

LTV (Lifetime Value) The total revenue expected from a customer over the full duration of the relationship, net of
any applicable cost to serve. SpaceX context: Starlink's LTV per subscriber at $66/month ARPU with a conservative
36-month average tenure = ~$2,376 in gross revenue per subscriber. At 62-64% Adj EBITDA margin, LTV
contribution per subscriber is approximately $1,500-1,525. With 10.3M subscribers as of Q1'26, the aggregate
customer LTV base is approximately $15-16B in undiscounted contribution. Subscriber churn rates are not
separately disclosed in the S-1; monitoring churn alongside ARPU will be essential for post-IPO tracking.

M

Mass to Orbit (MTO) Total mass of payloads launched to orbital altitude by a provider in a given period, measured in
metric tonnes (MT) or kilograms (kg). The most complete measure of launch market share because it normalizes
across vehicles of different capacities. SpaceX context: SpaceX delivered approximately 2,213 MT to orbit in
FY2025 — the highest annual figure in commercial launch history, and approximately 87% of all global commercial
mass-to-orbit. Starlink satellite deployments account for the majority of this figure.

MEO (Medium Earth Orbit) Orbital altitudes approximately 2,000-35,786 km above Earth. GPS/GNSS navigation
satellites operate primarily in MEO (~20,200 km). Round-trip latency at MEO is approximately 100-200 ms. SpaceX
context: Starlink operates in LEO, not MEO. Some competitor constellations (O3b/SES) use MEO for lower
constellation sizes with broader beam coverage. MEO latency is superior to GEO but inferior to LEO, a distinction
material to applications like financial trading or real-time gaming.

Multi-Class Voting Structure A corporate capital structure where different classes of common stock carry different
per-share voting rights. Enables founders and early investors to maintain voting control after an IPO even as
economic ownership is diluted. SpaceX context: SpaceX has three classes. Musk's Class B shares (10 votes each)
give him 85.1% of all voting power despite holding a lower percentage of economic ownership. The board structure
further entrenches control: Class B holders elect 51% of directors; together, Class A and B elect the remaining
directors — creating a board majority for Class B holders even absent unanimous block voting.
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N

NSSL (National Security Space Launch) The U.S. Space Force program that procures launch services for the most
sensitive DoD and intelligence community payloads. Phase 2 ended; Phase 3 has two lanes: Lane 1 (smaller,
developing providers) and Lane 2 (primary providers). SpaceX context: SpaceX was awarded approximately 60%
of NSSL Phase 3 Lane 2 missions (~28 missions at an estimated $8.0B total contract value), making NSSL the
largest single government revenue program in the Space segment. NSSL missions are effectively sole-source for
SpaceX's Falcon 9/Heavy vehicles for classified payloads — no foreign-launch competition is permitted.

NRO (National Reconnaissance Office) The U.S. intelligence agency responsible for designing, building, and
operating classified reconnaissance satellites. The NRO is SpaceX's primary classified customer for Starshield
launches. SpaceX context: The NRO's constellation modernization program (replacing legacy bus architectures
with the distributed Starshield network) represents a recurring multi-year revenue stream for SpaceX. The dollar
value of NRO contracts is classified, but Starshield is described in the S-1as a growing and strategically important
program within the Space segment.

0]

Op Income / Op Loss (Operating Income/Loss) Revenue minus cost of revenue minus operating expenses (R&D +
SGR&A), before interest income/expense and income taxes. The primary "true" profitability measure before capital
structure effects. SpaceX context: SpaceX's Q1'26 consolidated GAAP operating loss was driven primarily by the Al
segment's $2.469B operating loss on $818M revenue. The Connectivity segment generated $1.188B of GAAP
operating income in the same period. Space segment had a $662M operating loss due to Starship R&D expense.

P

PBC (Public Benefit Corporation) A Texas corporate structure (Chapter 21 of the Texas Business Organizations
Code) that permits — but does not require — directors to consider the interests of stakeholders beyond
shareholders (employees, communities, environment) when making governance decisions. SpaceX reincorporated
as a Texas PBC in February 2024. SpaceX context: The PBC structure is unusual for a mega-IPO. It gives Musk and
the board additional legal latitude to pursue long-term mission goals (Mars colonization, species preservation) that
may not maximize near-term shareholder returns. Public investors should understand that SpaceX's board is not
legally bound to maximize shareholder value in the same way as a standard corporation.

PRSU (Performance Restricted Stock Unit) An equity compensation award that vests upon the achievement of
defined performance targets (financial, operational, or market-based milestones) rather than purely on a time
schedule. SpaceX context: Musk holds two major PRSU grants: (1) 1.0B restricted Class B shares (January 13, 2026)
with 15 market cap milestones from $500B to $7.5T, the highest requiring a 1-million-person Mars colony; (2) 302M
restricted Class B shares (March 23, 2026) with 12 milestones from $1.065T to $6.565T, the highest requiring 100
terawatts of non-Earth compute annually. Total Musk PRSU exposure: 1.302B shares. If fully vested, this represents
the largest single executive equity grant in corporate history by absolute share count.

Q

Q126 The three-month period ended March 31, 2026. SpaceX's S-1Tincludes Q1'26 financial statements as the most
recent completed period. All references to "Q1'26" in this primer refer to this period unless otherwise noted.
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R

R/R (Risk/Reward) The ratio of a position's potential upside return to its potential downside loss, expressed as a
multiple. SpaceX context: Calculating a meaningful R/R for SPCX requires specifying entry price (uncertain
pre-IPQO), upside price target (bull scenario), and downside price (bear scenario). Part IV computes R/R of 0.73x at
$1.75T, 1.43x at $1.5T, and 3.18x at $1.2T, using the +40% bull / -55% bear scenario returns from the FE
seven-year model.

Russell 1000 The FTSE Russell index of the 1,000 largest publicly traded U.S. companies by market capitalization,
reconstituted annually in June. Most institutional U.S. equity managers benchmark against the Russell 1000
(large-cap) or Russell 3000 (all-cap). SpaceX context: SpaceX is expected to enter the Russell 1000 at the first
annual reconstitution after its IPO (typically June following the IPO, if seasoning requirements are met). The Russell
1000 inclusion triggers automatic purchases from Russell-index-tracking funds and benchmarked active managers.

S

S-1Form S-1: the initial registration statement filed with the U.S. Securities and Exchange Commission to register
securities for public sale, typically the first public document in an IPO process. Contains audited financial
statements, business description, risk factors, executive compensation, and offering terms. SpaceX context:
SpaceX filed its S-1 on May 20, 2026. The ticker is SPCX; listing is on both the Nasdaq Global Select Market and
Nasdaq Texas. The S-1 price range and shares offered remain blank in the preliminary prospectus.

SBC (Stock-Based Compensation) Non-cash compensation expense recognized on the income statement when
equity awards (RSUs, options, PRSUs) vest or are deemed economically granted. SpaceX context: SpaceX's SBC is
a major add-back in Adj EBITDA calculations and a significant source of dilution. At approximately 10% of FY2025
revenue ($1.85B+), SBC is a material drag on GAAP earnings and a real economic cost to shareholders even though
it is non-cash. Musk's 1.302B PRSU grants, if and when vested, will generate an extraordinary SBC charge.

Shleifer Premium (1986) The original empirical finding by Andrei Shleifer in "Do Demand Curves for Stocks Slope
Down?" (Journal of Finance, 1986) showing that S&P 500 index additions produce approximately a 2.79-3%
permanent price premium upon announcement, attributable to increased demand from newly captive index fund
buyers. SpaceX context: The Shleifer premium has decayed substantially since the 1980s — Greenwood and
Sammon (2022) document it shrinking to roughly 0.8% in the 2010s. The index inclusion effect for SPCX is
expected to be modest in percentage terms but enormous in absolute dollars given SpaceX's market cap.

SOTP (Sum of the Parts) A valuation methodology that values each business segment or subsidiary independently
using the most appropriate multiples for that segment's characteristics, then aggregates to arrive at total enterprise
value. SpaceX context: A Connectivity-only SOTP (applying Nasdag-100-quality SaaS/broadband multiples to the
$7.2B Adj EBITDA Connectivity segment) can justify a large fraction of the $1.75T target valuation. A full SpaceX
SOTP requires assigning a value to Space (government contracts + Starship option value), Al (Colossus + Cursor
option + Grok), and then subtracting unallocated corporate costs and Bridge Loan debt. The wide range of credible
assumptions for each segment is why SOTP produces a wide valuation range.

Space Segment SpaceX's operating segment containing Falcon 9/Heavy launch services for external customers,
Starship development, Crew Dragon / CCP missions, and Starshield classified programs. Represented 22% of
FY2025 revenue at $4,086M, with Adj EBITDA of $653M (16.0% margin). SpaceX context: The Space segment's
economics are deteriorating due to Starship R&D burn: Adj EBITDA fell from $997M (FY2023) to $653M (FY2025)
to an Adj EBITDA-negative Q1'26. The catalyst for reversal is Starship's first commercial revenue-generating
launch, which would convert R&D expense to revenue.
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Starshield SpaceX's classified national security satellite constellation and launch services program for the U.S.
Department of Defense and intelligence community, distinct from the commercial Starlink constellation. SpaceX
context: Starshield revenue is not separately disclosed in the S-1 due to classification. It is embedded within the
Space segment and is referenced as a growing strategic program. Analyst estimates range widely; the NRO
constellation modernization program is the primary demand driver.

Starship SpaceX's fully reusable next-generation launch vehicle system, consisting of the Super Heavy booster and
the Starship upper stage (Ship). Designed to lift 100-150+ metric tonnes to LEO in fully reusable configuration, with
aspirational per-launch costs of $2-10M at scale. SpaceX context: Starship is the primary driver of Space segment
R&D losses ($3.7B annualized in Q1'26) and the primary source of long-term SpaceX upside: if Starship achieves
commercial cadence at sub-$100/kg, it would restructure global launch economics and open orbital industrial
applications that are currently uneconomic. The timeline to first commercial launch, operational reuse cadence, and
per-unit economics are the most important unresolved variables in the SpaceX investment thesis.

Starlink SpaceX's low Earth orbit broadband satellite internet service, operating a constellation of approximately
9,600 satellites as of the S-1filing and serving 10.3M active subscribers as of March 31, 2026. SpaceX context:
Starlink is SpaceX's #1 Thing — the primary driver of current and near-term earnings power. The subscriber x
ARPU equation governs Connectivity segment economics. Starlink's cash generation is the funding source for
Space R&D and Al segment buildout.

T

TAM (Total Addressable Market) The total revenue opportunity available to a company if it captured 100% of its
defined market. Widely used but frequently inflated; the quality of TAM definition matters as much as the size.
SpaceX context: Starlink's most credible TAM framing: approximately 2.9 billion people globally without reliable
broadband access, plus maritime and aviation connectivity markets currently served by legacy satellite providers at
$50-200/month. The global LEO broadband TAM is broadly estimated at $300B+. SpaceX's addressable share
depends on regulatory access (ITAR restrictions), competition (Kuiper, OneWeb, Eutelsat), and ARPU sustainability.

Texas Nasdaqg Nasdaq Texas, the new Nasdaq stock exchange venue based in Dallas, Texas, launched in August
2025. SpaceX will list on both the Nasdaq Global Select Market and Nasdaq Texas simultaneously under the ticker
SPCX. SpaceX context: The Nasdaq Texas dual-listing is a political and operational choice consistent with
SpaceX's Texas reincorporation and Musk's stated preference for Texas-based financial infrastructure. It does not
materially affect liquidity or price discovery versus a standard Nasdaq listing.

Three Layer Cake The Fundamental Edge management evaluation framework assessing a leadership team across
nine dimensions organized in three layers. Layer 1 (Trust): integrity, transparency, incentive alignment. Layer 2 (Fit):
domain expertise, stage fit, competitive acuity. Layer 3 (Execution): operational cadence, capital discipline,
communication quality. SpaceX context: Applied in Part IV.C to Musk (Trust: B-/C+, given DOGE conflict-of-interest
concerns and erratic public communications; Fit: A, given unmatched aerospace domain expertise; Execution: A-,
given SpaceX's extraordinary engineering cadence) and Gwynne Shotwell (Trust: A, Fit: A+, Execution: A).

U

ULA (United Launch Alliance) The 50/50 joint venture between Boeing and Lockheed Martin providing national
security launch services. ULA's primary current vehicle is the Vulcan Centaur rocket. SpaceX context: ULA is the
sole peer to SpaceX in NSSL Lane 2, with approximately 40% of mission allocations. Vulcan has experienced SRB
reliability issues in 2026 (a second SRB malfunction led to NSSL mission pause), which creates uncertainty about
ULA's ability to fulfil its Lane 2 manifest and may result in further SpaceX share of NSSL launches.
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Vv

VIE Structure (Variable Interest Entity) A legal structure commonly used by Chinese companies for overseas
listings, in which investors in the listed entity hold equity in an offshore shell company that contractually controls
(but does not directly own) the Chinese operating entities. SpaceX context: Not applicable to SpaceX. Noted here
because several comparable IPOs (Alibaba, and most Chinese technology ADRs) use VIE structures, creating
additional governance and legal risk that does not apply to SPCX. SpaceX is a Texas-incorporated
Delaware-structured U.S. company; all subsidiaries are wholly owned, not VIE-structured.

Voting Control The percentage of total voting power exercised by a given shareholder or shareholder group.
Distinct from economic ownership because of multi-class share structures. SpaceX context: Musk holds 85.1% of
total SpaceX voting power through his Class B holdings (10 votes per share). Public Class A holders share the
remaining ~14.9% of votes. This means Musk can independently approve or block any shareholder vote, elect a
majority of the board, and authorize any corporate action without public shareholder consent.

W

WYHTB (What You Have To Believe) A Fundamental Edge analytical tool requiring the analyst to explicitly state the
assumptions embedded in a bull or bear scenario, making thesis testing transparent and concrete. SpaceX context:
Applied in Part IV.D. The bull WYHTB for SpaceX at $1.75T + includes: Starlink ARPU stabilizes above $65 through
2026; subscriber growth sustains >80% YoY through 2026; Anthropic contract continues (no 90-day termination
notice); Starship achieves first commercial revenue launch by H2'26; and the Cursor option is not exercised (or, if
exercised, generates incremental revenue justifying the $60B cost). The bear WYHTB includes ARPU declining
below $55 by Q3'26, net subscriber additions stalling below 1M per quarter, and Starship missing commercial
cadence through 2027.

X

xAl Musk's artificial intelligence company, founded in March 2023 and merged with X Corp. (formerly Twitter) in
early 2025, then acquired by SpaceX in an all-stock transaction closed February 2, 2026, at a combined $1.25
trillion valuation. xAl develops the Grok language model family and operates the Colossus compute clusters.
SpaceX context: XAl constitutes the entirety of SpaceX's Al segment. As of Q1'26, the Al segment generated $818M
in revenue and a $2.469B operating loss — an operating margin of -302%. xAl's founder team (11 co-founders
excluding Musk) had fully departed by May 8, 2026 following the SpaceX acquisition and restructuring.

X (formerly Twitter) The social media platform acquired by Musk in October 2022 for $44B and rebranded from
Twitter to X. Merged with XAl in early 2025, then absorbed into SpaceX's corporate structure via the February 2026
XAl acquisition. SpaceX context: X contributes to Al segment revenue through X Premium/Premium+ subscriptions
($365M in 2025) and the Grok subscription base (approximately 1.9M paying subscribers as of Q1'26). X's 550M
total MAU base provides a proprietary real-time data stream for Grok model training, which Musk cites as a
competitive advantage.

VII.D — Glossary of Analytical Frameworks

The following frameworks are specific to the Fundamental Edge methodology applied throughout this primer. Brief
definitions of each and their application to the SpaceX analysis.
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Focus Five FE's five-factor framework for grading business quality, applied in Part IV.A. Each dimension is graded
A-F:

1. Organic Revenue Growth — rate, quality, and durability of top-line expansion without acquisition

2. Margin Trajectory — direction and magnitude of operating margin evolution; evaluates whether the business is
structurally improving or deteriorating in profitability

3. Capital Intensity — CapEx as a percentage of revenue; lower intensity is preferable, but high intensity can be
justified by high returns on incremental capital

4. Capital Deployment Quality — track record of management in allocating reinvestment capital (M&A, CapEx, R&D)
toward value-creating uses

5. Terminal Value Perception — how the market perceives the long-run competitive durability of the franchise;
companies with defensible moats command premium terminal multiples

Applied to SpaceX: A-/ B/ C/ C+ [ A- composite. The Connectivity segment grades A+ on most dimensions; the Al
and Space segments drag the composite.

Three Layer Cake FE's management evaluation framework, applied in Part IV.C. Nine dimensions across three
layers:

Layer 1— Trust: Integrity/honesty with investors and employees; transparency in communications; alignment of
management incentives with shareholder interests.

Layer 2 — Fit: Domain expertise relevant to the specific business challenges; stage fit (the right kind of leader for
this phase of growth); competitive acuity (deep understanding of competitive threats and positioning).

Layer 3 — Execution: Operational cadence (can the team operate at speed?); capital discipline (does management
allocate capital to high-return investments?); communication quality (are earnings calls, investor letters, and
strategic updates clear, consistent, and honest?)

Applied to SpaceX: Gwynne Shotwell grades A/A+/A across all layers. Musk grades B-/A/A-, with Trust the primary
concern given DOGE conflicts of interest, Tesla board tensions, and unpredictable public communications. The
divergence between Shotwell (operational excellence) and Musk (trust discount) is one of the most unusual
management dynamics at any mega-cap.

#1Thing (Number One Thing) FE's framework for identifying the single most important driver of a company's
earnings power and stock price: the variable that, if it moves in your favor, makes the investment work, and if it
moves against you, makes the investment fail. The #1 Thing is the focal point of monitoring post-investment.
Applied to a narrative-driven mega-cap, this primer reframes the question as a triad: a near-term verifier (the
variable that moves the stock between prints) plus the narrative drivers that carry the multiple. See Part IV.B.

Applied to SpaceX: Starlink ARPU x active subscribers. The $66 Q1'26 ARPU is the number that moved the most in
the most recent period (-23% YoY vs. Q1'25's $86) and represents the most consequential fork in the investment
case. At $66/month x 10.3M subscribers, the annualized consumer subscription run-rate is approximately $8.2B —
roughly 63% of Q1'26 Connectivity segment revenue annualized ($13.0B); the remaining ~37% comes from
enterprise, government, hardware, and mobility (see Part IV.B for the full reconciliation). At $80/month x 15M
subscribers (reasonable bull by Q4'26), consumer subscription run-rate approaches $14.4B.

WYHTB (What You Have To Believe) The FE discipline of making scenario assumptions explicit and testable before
committing to a position. Rather than building a single-point-estimate DCF, WYHTB forces the analyst to
enumerate: If | hold the bull case, what must be true? and What single fact, if observed, would falsify my thesis?
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This produces falsification triggers — observable metrics with defined thresholds — not an abstract valuation
range.

Applied to SpaceX: Detailed WYHTB analysis in Part IV.D, including 12 specific falsification triggers with defined
metric thresholds (e.g., "ARPU below $55 for two consecutive quarters" = bear trigger; "Starship commercial
revenue launch by December 31, 2026" = bull confirmation).

FEV (Fundamentals / Expectations / Valuation) FE's three-factor convergence framework for position sizing and
initiation timing. A trade has the best risk/reward when all three factors align: (F) the business fundamentals are
strong and improving; (E) consensus expectations are wrong in a direction favorable to the investor's thesis; (V) the
valuation is not already pricing in the bull outcome.

Applied to SpaceX: F = strong (Connectivity fundamentals are A-quality). E = uncertain (IPO pricing creates a new
consensus baseline; whether expectations are too high or too low depends on IPO price relative to the
five-scenario distribution). V = demanding (at $1.75T, valuation prices in significant future execution, leaving limited
margin of safety at the midpoint).

MIC (Market / Internal / Convergence) A complementary FE framework used to assess whether the fundamental
thesis is corroborated by market signals and internal company data, and whether these are converging or
diverging. Market = what is the stock price/valuation telling us? Internal = what are the company's own disclosures
saying about the business trajectory? Convergence = are the market signal and internal data moving toward
alignment or further apart?

Applied to SpaceX: Pre-IPO synthetic market at $2.4T - Internal S-1 disclosures show accelerating losses and
ARPU pressure - Divergence between market enthusiasm and operating data is the central risk at IPO.

Falsification Triggers Specific, pre-defined, observable metrics that, if crossed, indicate the bull thesis has been
invalidated and a position should be reduced or exited. Falsification triggers are set before position entry, not
retrospectively, to prevent post-hoc rationalization.

Key SpaceX Falsification Triggers (full list in Part I1V.D):

e ARPU falls below $55/month for two consecutive reported quarters

e Net Starlink subscriber additions fall below 750,000 in any quarter through FY2026

* Anthropic exercises 90-day termination notice on the Colossus hosting contract

» Cursor option is exercised at $60B with no credible revenue ramp plan

e Starship commercial launch not achieved by June 30, 2027

» Bridge Loan maturity (Sep 2027) not addressed by IPO proceeds or refinancing by Q3'26

VII.E — Disclaimers

Educational and Informational Use Only. This primer is prepared for educational and informational purposes only. It
does not constitute investment advice, a solicitation, or an offer to buy or sell any security. The analysis herein is
not a recommendation to take any investment action with respect to SpaceX or any related security, derivative, or
associated instrument.

No Investment Recommendation. Neither Brett Caughran nor Fundamental Edge LLC is issuing a buy, sell, or hold
recommendation on SpaceX (SPCX) or any other security referenced in this document. The primer presents
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analytical frameworks and factual sourcing as tools for the reader's own independent analysis.

No Active Position. As of the date of this primer, Brett Caughran and Fundamental Edge do not hold a disclosed
active position in SpaceX securities or derivatives thereof. This is consistent with the educational nature of the
document.

Data Currency. Financial figures, subscriber counts, contract values, and other quantitative data in this primer are
sourced from SpaceX's S-1filing dated May 20, 2026, and supplemental sources current as of approximately
May-June 2026. Financial data changes with each reporting period. The numbers herein will be superseded by
SpaceX's subsequent quarterly filings and any S-1amendments. Readers should verify all figures independently
against current primary sources before making any investment decision.

IPO Pricing Is Speculative. The $1.75T valuation reference, IPO price ranges, share counts, and proceeds figures are
preliminary, speculative, and may change materially before the IPO closes. The S-1 price range was blank at the
time of this writing. Actual IPO economics may differ significantly from any figures presented.

Forward-Looking Statements. This primer contains forward-looking statements about SpaceX's business trajectory,
Starlink subscriber growth, Starship development, Al segment economics, and comparable market dynamics. All
such statements involve material uncertainty. Past performance of comparable transactions is not indicative of
future results for SPCX.

No Tax or Legal Advice. This document does not address tax consequences of any investment decision with respect
to SpaceX securities. Readers should consult a qualified tax advisor regarding their specific circumstances. This
document also does not constitute legal advice. Regulatory, securities law, and structural considerations should be
reviewed with qualified counsel.

Errors and Omissions. Every effort has been made to source all factual claims to primary documents. However, this
primer may contain errors, omissions, or outdated information. Any errors are the author's alone.

Conflicts of Interest. This primer was prepared at the direction of and for Brett Caughran and Fundamental Edge
LLC. No compensation was received from SpaceX, any underwriter, or any party with a commercial interest in the
SpaceX IPO in connection with this document.

End of Part VIl — Appendix + Glossary

SpaceX IPO Primer | Fundamental Edge | Brett Caughran | Prepared May-June 2026 Classification: For buy-side
use only | No investment recommendation
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Fundamental Edge

Buy-side investment training, Al-integrated workflows, and proprietary frameworks for institutional
investors.

www.fundamentaledge.com

© 2026 Fundamental Edge, LLC. - Confidential property.
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