SPACE EXPLORATION
TECHNOLOGIES CORP. NASDAQ: SPCX

Equity Research - Initiation - Space, Connectivity & Al As of 23 Jul 2026

RATING PRICE (7/23) 12-MO BASE FV MARKET CAP SCORE

WATCHLIST $118.24 ~$130 ~$1.55T 61/100

Investment Summary

Space Exploration Technologies Corp. (SPCX) completed the largest initial public offering in history on 12 June 2026,
pricing 555.6 million shares at $135 and raising roughly $75 billion at an implied valuation near $1.77 trillion. The stock
spiked to an intraday high of $225.64 on 16 June before reversing hard; at $118.24 it now trades about 12% below its
IPO price and roughly 47% below its peak. The business underneath is genuinely exceptional in parts and deeply
cash-consumptive in others. Starlink is one of the best infrastructure assets built this decade — $11.4 billion of 2025
revenue growing ~50%, a 63% EBITDA margin, and more than 10 million subscribers by March 2026. The launch
franchise is structurally dominant on cost. But February 2026's acquisition of xAl bolted a $6.4 billion operating loss and
$12.7 billion of capital spending onto the group, turning a cash-generative company into one losing roughly $4.9 billion a
year.

The tension the market is now pricing is simple: world-class assets carried at an extreme multiple — about 83x trailing
sales, and the company is not profitable. Layered on top is a wall of supply as IPO lock-ups begin releasing (an
estimated $116-123 billion of stock eligible around 6 August, a larger tranche on 8 December, and Elon Musk's ~6.4
billion shares locked only until June 2027). The quality is not in question; the price and the near-term share overhang
are. The stance here is Watchlist: own the thesis, not yet the stock. A more attractive entry is likely to present itself as
lock-up supply clears and the valuation resets toward the underlying economics.

Snapshot & Key Data

Metric Value Metric Value

Last price (7/23/26) $118.24 FY25revenue $18.7B
IPO price / date $135/12 Jun 26 FY25 operating loss -$2.6B
Shares outstanding ~13.08B FY25 netloss -$4.9B
Market cap ~$1.55T Starlink subs (Mar 26) 10.3M
Range since IPO $110.85 - $225.64 EV / trailing sales ~83x
Avg daily volume ~79M sh  Dividend None

Source: Alpha Vantage (price, authoritative); SpaceX Form S-1; company disclosures. Figures as dated.
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1. Business & Segments

SpaceX makes money three ways, and after the xAl acquisition it reports three segments. Connectivity (Starlink) is the
consumer and enterprise satellite-broadband network and the profit engine: $11.4 billion of 2025 revenue (61% of the
total), split roughly $7.2 billion consumer and $4.2 billion enterprise/government, at a 63% segment EBITDA margin.
Space (launch services) generated $4.1 billion (22%) from Falcon 9, Falcon Heavy and Dragon missions for
commercial, government and defense customers; importantly, the many launches carrying Starlink and Al hardware are
internal transfers that do not show up as third-party Space revenue, so the segment understates the true value of the
launch machine. Al (xAl/Grok/X), consolidated since February 2026, contributed $3.2 billion of revenue but a $6.4 billion
operating loss on $12.7 billion of capital expenditure — the source of the group's losses.

The competitive advantages are real and durable in the first two segments. SpaceX launches its own rockets at an
estimated internal cost of $15-20 million per Falcon 9, a structural edge no competitor matches, and it recycles that
capability to deploy Starlink faster and cheaper than anyone can respond. Vertical integration — rockets, satellites,
ground stations, user terminals — compounds the moat. The disadvantage is concentration and capital intensity: profits
depend almost entirely on Starlink, while xAl and Starship consume enormous cash with uncertain and back-end-loaded
returns.

Segment detail — FY2025

Segment Revenue % total Profitability Comment

Connectivity (Starlink) $11.4B 61% ~$7.2B EBITDA (63%) Profit engine; ~50% growth, 10.3M subs
Space (launch) $4.1B 22% Modestly profitable 165 launches in 2025; cost leader

Al (XAl / Grok / X) $3.2B 17% -$6.4B op loss $12.7B capex; acquired Feb 2026

Total $18.7B 100% -$2.6B op / -$4.9B net Group loss driven by Al segment

2. Industry

Three industries converge in this stock, each with different economics. Satellite broadband is the crown jewel: a large,
underserved global market where Starlink is the runaway leader with a multi-year head start, an installed base above 10
million, and a widening lead in direct-to-cell. The launch market is growing fast — the sector is on track for more than
250 orbital launches in 2026, with SpaceX alone accounting for 80—100-plus — but it is capital-heavy and, for SpaceX,
increasingly an internal utility that serves Starlink and Al. The Al/compute market is enormous and fast-growing but
brutally competitive and capital-hungry, dominated by far larger, better-capitalized players; xAl is a challenger burning
cash to stay in the race. Competitive intensity is therefore low in broadband today, moderate and rising in launch
(Amazon's Leo/Kuiper, Rocket Lab, Blue Origin), and extreme in Al.

3. Financials

The consolidated numbers are the crux of the debate. 2025 revenue of $18.7 billion is impressive in absolute terms and
growing, but the group swung to a $2.6 billion operating loss and a $4.9 billion net loss once xAl was consolidated. Strip
out Al and the remaining business — Starlink plus launch — is solidly profitable and self-funding; include it, and the
company is a heavy cash consumer. The IPO delivered roughly $75 billion of fresh capital, so near-term liquidity is not a
concern, but that war chest is partly earmarked to fund Al capex and Starship. There is no dividend and none is
expected; capital allocation is entirely reinvestment, with the key question being how much shareholder capital flows to
the loss-making Al segment versus the compounding Starlink franchise. Returns on capital are currently negative at the
group level and will stay that way until XAl losses narrow.

Selected financials
Metric FY2025 Read-through

Revenue $18.7B  Growing; Starlink ~50% YoY

SPCX Equity Research | For informational use only - not investment advice. Page 2



Metric FY2025

Operating income -$2.6B
Net income -$4.9B
Starlink EBITDA ~$7.2B
Al segment capex $12.7B
IPO proceeds ~$75B
Dividend None
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Read-through

Loss entirely from Al segment
~$5B annual cash drain

63% margin; the value anchor
Back-end-loaded, uncertain payoff
Funds Al/Starship; ample liquidity

Pure reinvestment story
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4. Competitors

In broadband, the only competitor of scale is Amazon's Leo (formerly Project Kuiper). Amazon had ~212 satellites in
orbit as of early 2026 against a 3,236-satellite FCC obligation, must buy launch capacity from third parties at commercial
rates, and is years behind on subscribers — a meaningful long-term threat but not a near-term one. In launch, Rocket
Lab (Neutron), Blue Origin and the ULA/Arianespace incumbents compete on specific missions but none matches
SpaceX on cost or cadence. In Al, xAl faces OpenAl, Google, Anthropic, Meta and others with deeper pockets. The
durability of SpaceX's moat is highest in launch and Starlink and lowest in Al.

Competitor Arena Position vs SPCX Threat

Years behind; must buy launches; 212 sats vs Starlink 10M

Amazon Leo / Kuiper Broadband subs Med (long-term)
Rocket Lab (RKLB) Launch Smaller; Neutron ramping; no reuse at scale Low-Med
Bll.Je Origin /ULA/ Launch Higher cost, lower cadence Low
Arianespace

OpenAl / Google / Anthropic Al Larger, better-funded; xAl is a challenger High

5. Management

The execution record is, on the merits, extraordinary: SpaceX created reusable orbital rockets, a dominant launch
business and the largest satellite network on Earth, repeatedly doing what incumbents deemed impossible. That is the
bull case for management. The bear case is governance and focus. Elon Musk's attention is split across SpaceX, Tesla,
XAl and X; the xAl acquisition was a related-party transaction that moved a loss-making, Musk-controlled Al business
onto SpaceX's balance sheet; and the dual-class structure concentrates control with Musk, whose ~6.4 billion shares
are locked until June 2027. Insider alignment is high, but so is key-man risk and the potential for capital to be directed by
conviction rather than by return discipline. Investors are underwriting Musk as much as the assets.

6. Growth Drivers

Driver Horizon Likelihood Impact

Starlink subscriber growth (10M - 20M+) 1-2yr High High
Direct-to-cell & enterprise/government ARPU 1-2 yr Med-High Med-High
Starship operational reuse - lower $/kg 1-2yr Medium High
XxAl/Grok monetization narrowing losses 1-2 yr Low-Med High (swing)
Defense/government (NSSL, missile defense) 1-2yr Medium Medium

The bull thesis rests on Starlink compounding while xAl losses narrow. The single biggest swing factor is Al: if xAl
monetizes, the loss disappears and the multiple is defensible; if it does not, the market funds a black hole.

7. Risks

Risk Probability Severity

XAl cash burn persists (-$6.4B op loss, $12.7B capex) High High
Lock-up supply overhang (Aug & Dec 2026 unlocks) High Med-High
Valuation de-rating from ~83x sales Med-High High
Key-man / Musk distraction & governance Medium High
Competition (Amazon Leo scaling) Medium Medium
Regulatory / spectrum / geopolitical Medium Medium
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Risk Probability Severity

Starship technical setbacks Medium Medium
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8. Valuation

Conventional earnings multiples do not apply — the company is loss-making — so the work is done on sales,
sum-of-the-parts and forward economics. At $118.24 and ~13.08 billion shares, the market cap is roughly $1.55 trillion,
or about 83x trailing revenue and roughly 136x Starlink's standalone 2025 revenue. Those are venture-scale multiples
on a company already at $18.7 billion of sales. A generous sum-of-the-parts helps frame it: put a rich 25-30x on
Starlink's ~$11.4 billion revenue and the connectivity business alone might justify $300-350 billion; add a strategic value
for the launch franchise of perhaps $150-250 billion; and the residual $950 billion-plus of the current market cap is
effectively the market pricing xAl, Starship's Mars optionality and future Starlink growth years in advance. Against
history (a single month of trading) and peers (no true comparable), the honest conclusion is overvalued on any
near-term fundamental basis and dependent on flawless long-term execution to grow into the price.

Method / metric Figure Assessment

EV / trailing sales (group) ~83x  Extreme vs any large-cap peer
EV / sales (Starlink only) ~136x Prices years of growth today
SOTP: Starlink @ 25-30x $300-350B  ~20% of market cap

SOTP: Launch franchise $150-250B  Strategic, hard to value

Implied residual (Al + optionality) >$950B The speculative core of the price
P/E n/a (loss) No earnings to capitalize
Base-case 12-mo fair value ~$130 Modest upside; wide dispersion

9. Sentiment

Analyst consensus Buy (33 analysts), >80% buy-rated

Average price target ~$236-240 (roughly double current price)

Target range $115 low (CFRA) to $800 high (Raymond James)

Recent initiation Piper Sandler Neutral, $156 target (16 Jul 26)

Price vs IPO / peak -12% vs $135 IPO; -47% vs $225.64 peak

Lock-up overhang ~$116-123B eligible ~6 Aug; larger tranche 8 Dec; Musk ~6.4B sh to Jun 2027

Sell-side targets are strikingly bullish but were largely set at or near the IPO and carry the usual underwriter optimism;
the market's own verdict — a price below the IPO and far below the peak — is more cautious. The dominant near-term
technical force is supply from lock-up expiries, not sentiment.

10. Technicals

Indicator Value Signal

Price $118.24 Below all available MAs
SMA10 / SMA20 $128.78 / $142.95 Established downtrend
EMA20 $138.74 Bearish; price well below
RSI(14) ~36 Approaching oversold, not yet
MACD / signal / hist -11.7/-8.8/-3.0 Bearish; below signal
ATR(14) $12.6 (~10.7%) Very high volatility
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Indicator Value

Signal
Volume vs 20d avg 75.2M vs 78.7M In line; no capitulation yet
Support / Resistance $110-115/ $135, $145 IPO price is overhead supply

Note: with fewer than 30 trading sessions since the 12 June IPO, the 50/100/200-day moving averages are not yet
meaningful and are omitted. The trend is down, momentum is negative, and the stock is testing support near its all-time

low of $110.85. RSI near 36 hints at a possible oversold bounce, but the technical setup is used here only for entry
timing, not to override the fundamental and valuation picture.
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Scorecard

Factor Note Score

Business Quality World-class Starlink & launch; Al drags ] 8/10
Financial Strength Cash-rich post-IPO but loss-making [ ] 6/10
Competitive Advantage Structural launch & broadband moat ] 9/10
Management Elite execution; governance/key-man risk [ ] 6/10
Growth Potential Starlink, Starship, Al optionality ] 9/10
Valuation ~83x sales; overvalued near-term [ ] 3/10
Risk (higher = safer) Lock-ups, burn, volatility, key-man [ ] 3/10
Technical Setup Downtrend, below all MAs [ ] 3/10

Overall Investment Score 61/100. Weighting: Valuation 20%, Business Quality 15%, Growth 15%, Competitive
Advantage 13%, Financial Strength 12%, Management 10%, Risk 10%, Technical 5%. The high marks for asset quality,
moat and growth are offset by a very low valuation score and elevated risk — a good business, not yet a good
investment at this price.

Recommendation: WATCHLIST

SPCX pairs some of the best infrastructure assets in the world with one of the most demanding valuations, an
unprofitable consolidated P&L, and a near-term flood of lock-up supply. That combination argues for patience, not
pursuit. This is not an Avoid — the underlying quality is too high and the growth runway too long to dismiss — but it is
not a Buy at $118 with $116—123 billion of stock about to become sellable and the group still losing ~$5 billion a year.
The disciplined move is to build the thesis and wait for a better price or clearer evidence that xAl losses are narrowing.

What would change the view

Trigger Why it matters

Price stabilizes ~$80-100 after Dec 8 lock-up Resets EV/sales toward ~50x on forward revenue; improves

risk/reward

Evidence xAl operating loss is narrowing Removes the core drag; makes the group multiple defensible
Starlink sustains >40% growth with stable ARPU Confirms the value anchor is compounding as modeled
Starship reaches routine operational reuse Validates launch-cost step-change and Mars optionality
Lock-up tranches absorbed without a price break Signals genuine institutional demand at these levels
Scenario Analysis
Case 2027E revenue Earnings path Fair value Prob.

Bull ~$34B XAl losses narrow; ex-Al nears breakeven; Starlink $200-230 25%

18-20M subs
Base ~$29B Starlink strong; xAl still a drag; multiple compresses $120-140 50%
Bear ~$25B Al burn balloons; growth slows as Leo scales; hard $70-85 25%

de-rate

Probability-weighted fair value is roughly $135 — only modestly above the current $118.24, with an unusually wide
outcome range. That asymmetry (limited weighted upside, meaningful downside in the bear case) is the quantitative
core of the Watchlist call.
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Final Verdict

Would a disciplined investor put fresh capital into SPCX at $118 today? Not yet. The assets are extraordinary and the
long-term story is one of the most compelling in public markets, but three things stand between the investor and an
attractive entry: a valuation near 83x sales that already discounts years of flawless execution, a consolidated loss of ~$5
billion driven by a newly acquired Al business whose payoff is unproven, and an imminent wave of lock-up supply that is
likely to keep the stock heavy through year-end. The single biggest concern is the xAl acquisition — it converted a
cash-generative champion into a cash-consuming conglomerate and concentrated even more capital allocation power
with a controlling founder whose attention is divided. What must change is straightforward: either the price comes to the
assets (a reset into the $80-100s as lock-ups clear) or the assets grow into the price (demonstrable progress on xAl
economics alongside continued Starlink compounding). Until one of those happens, the right position is a close watch
and a ready shopping list — not ownership.
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