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SPCX $159: Cheap and Getting
Cheaper

Adjusted for growth, SpaceX is one of the cheaper ways to play
the strong optionality of the Space and Intelligence Economy.
Investors still have a few weeks to ‘catch’ the opportunity before
Flight 15.

Most of what follows from here is our marked-to-market valuation framework
on SpaceX following recent tweaks to the model and recent price moves. But
before we get into that, | just wanted to draw your attention to Elon Musk’s
recent engagements in DC and increasingly frequent collaborations with his Al
semi partner Jensen Huang. Check out Gavin Baker's White House interview with
the two just a few days ago. When Elon Musk is asked what the greatest priorities
are for the US to maintain leadership in the Super Intelligence Economy (SIE), he
breaks it down into just 2 things:

1. Power supply
2. Chip supply (logic + memory)

“So the really central challenge, | think, long term is going to be how do you
generate enough power and how do you ensure that we have enough logic
and memory fabrication capacity in the United States or in a safe region?” -

Elon Musk, at America.gov’s Al event with Jensen Huang and Gavin Baker

From the broadest perspective of the Al capex trade, are there any 2 factors that pose
as great a risk (or opportunity) to the outlook as these do? The measure of progress
in the Intelligence Economy is the conversion of energy into intelligence at scale and
the conversion of that intelligence into digital and physical agents that do useful,
meaningful work while providing opportunities for hundreds of millions of
households. You can't have GPUs without BTUs. And we can't build a long-term
Intelligence Economy in the US without a rebalancing/rearchitecting of the supply
chain - no matter how long it takes. We expect developments over the next few
months will help investors better appreciate the role of SPCX in addressing the
critical bottlenecks of power and chip making, potentially unlocking earnings
growth and multiple expansion for the stock.

OK, back to the 'boring' stuff of valuation... SPCX shares have oscillated around ~
$150/share since early August. We think that over the next few weeks (ahead of
Flight 15), investors can take advantage of a unique opportunity to buy shares that,
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EPS ($)** (1.69) 0.55 2.54 6.01
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** = Based on consensus methodology
§ = Consensus data is provided by Refinitiv Estimates
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while expensive on any trailing metric, look unusually cheap on the forward. At $159,
SpaceX looks expensive on headline EV/EBIT (~30x 2028e vs. ~16x for other mega
cap Al enablers). However, adjusted for y/y growth, SpaceX trades at just ~0.3x
2028e EV/EBIT/Growth, ~40% below the ~0.5x mega cap median. Even at our $300
price target, SpaceX would trade at ~0.6x EV/EBIT/Growth, roughly in line with
Amazon (0.5x) and below Alphabet (0.7x) and Meta (0.8x).

The sound of silence... Our conversations have been incrementally positive, albeit
still relatively quiet. | regularly present to large groups of clients and ask the room:
"Who here owns SPCX shares? Show of hands. Don't everybody raise at once." Last
night, when | did that in front of 40 clients, not a single hand went up. Sometimes
it's 1or 2 hands. Rarely more. While far from a scientific study, please remember
SPCX is the only publicly traded stock that | cover and we are constantly in the
market on the name with published/collaborative reports. It's been really, really
quiet on SPCX lately.

Investors have generally had trouble poking new holes in the business performance
since the initial negative sentiment into the lockup expiries - which have largely
proved to be a non-event. Common themes persist such as Grok performance vs.
other frontier models, access to spectrum for Starlink Mobile, etc. However, we

believe these are well priced into the stock at this stage.

¢ SpaceX is a conglomeration of many tightly interlinked businesses in
sectors where, to fully appreciate any of them, investors have to
understand all of them - or at least understand them in concert. That is a
challenging ask during a highly volatile Al market. Add in the fact that only a
select handful of people in the world understand the engineering challenges
with Starship's heat shield or the inner workings of a full-flow staged
combustion rocket engine to properly judge the testing path. Fewer still can
say where compute pricing is heading as agentic token demand grows. The
highly uncertain variables of quantity and price ($/watt) of compute can
swing even next year's revenue by potentially a multiple. We are sympathetic
to the investor that approaches SPCX from one angle, such as Telcos or A&D
or Al in isolation. Doing so would make the stock look quite expensive. Our
message to investors is that valuing SPCX is more of an 'and’ problem than
an 'or' problem. The unusual dimensionality that makes it challenging to
value the stock, in and of itself, gives the stock its value.

o To appreciate the magnitude: Visible Alpha consensus currently models
$17.6/watt on 4.1 avg GW, meaning each incremental $10/watt adds >
$40bn in consensus revenue (>1/3 of total cons FY27 rev) with no
change in compute deployed.

o We believe SpaceX's recently announced short-term neocloud contracts
(least value-add of all Al businesses) are at $30-50/watt - with the
supply/demand for compute headed tighter into year-end based on
industry pricing.

e What do investors NOT believe? From our conversations: significant
penetration with Starlink Mobile (we are also relatively bearish on the DTC
offering), success as a major provider of frontier Al models & services
capable of taking material share (outside of neocloud), any amount of orbital
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compute in any time horizon, full and rapid Starship reusability within the
next few years, broader physical Al opportunity, neocloud compute pricing
holding next year at $30-50/watt for new deals, compute capacity much
higher than 5 GW by YE27 (vs. Musk's "closer to 10 than 5 GW").

o At these levels, we think the risks of upside surprises far outweigh those
on the downside.

o At the current $159/share, we believe SpaceX stock prices in most or all
of the Space & Connectivity opportunity ($127/share in our model),
leaving just $32 for Al - equivalent to a ~3x 2028 EV/Sales (MSe)
neocloud-type multiple for the Al business.

o Outside of the macro, in our view, SPCX stock testing $100 within the
next 12 months would require a clear and obvious slowdown in Al
progress (compute build or model development), a severe turn with
Starship testing, or a material dilutive event.

o On the flip side, we believe future Al product releases, Starship progress,
and additional neocloud contracts showing continued pricing around
$30-50/watt are all upside-skewed catalysts that can push the stock
closer to our $300/share price target.

Exhibit 1: What's in the Price at $150/share?
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Exhibit2: 2028 EV/EBIT/Growth
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Note: Bear and bull case on respective case EBIT, base & current price on base case EBIT.

Exhibit 3: The Compute Desk NVIDIA Blackwell B300 Pricing Index (Tracker of
Neocloud 1-Year Rental Contracts) is now up >50% YTD
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Catalysts to watch?

Starship Flight 15 (Expected Late Oct/Early Nov): Awaiting confirmation
from the SpaceX team on whether or not a ship (Starship upper stage) catch
will be attempted. A ship catch could be the biggest positive catalyst since
the IPO.

3Q Earnings (Expected Late October): Potentially the first real look at the
economics and adoption rates of SpaceX's internal Al services including
Cursor and Grok Bot - acquired and launched this quarter.

Starship Flight 16 (Expected Before Year-End): Potential first catch if not
attempted on Flight 15. If a catch is attempted and successful on Flight 15, we
could see first catch of both ship and booster on the same flight.

Grok 4.8, 4.9 & 5.0 Releases (Expected Before Year-End): On September
14, Elon Musk posted on X that Grok 4.8 "will be a noticeable improvement
[to 4.7]", 4.9 "is probably [current frontier models] class", 5.0 "maybe better
than anything. We shall see".

Further Neocloud Deals: From recurring company comments around the 1-
year payback period on compute from recent neocloud deals, it's clear to us
that supply/demand for compute remains considerably tight into next year. In
our model, SpaceX's YE compute rises from ~2.1 GW to ~5.0 GW in 2027,
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opening the door to further deals if internal use slows.

Exhibit 4: MSe Base Case SpaceX Sum of the Parts
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Note: "Space" refers only to the external launch business (vast majority of launches used internally and captured in Connectivity or Al).

"Mega cap Al enablers" referred to in this note: MSFT, NVDA, TSM, META, INTC,
GEV, AMD, AVGO, GOOG, ORCL, AMZN, PLTR, TSLA

For Further Reading:

SpaceX: Flight 14 Report Card: Starship Goes Operational, but with an
Asterisk (29 Sep 2026)

Rowdy Robot: | Barely Drive Anymore (28 Sep 2026)

Robotics: RoboFest California Preview: Bots by the Bay (16 Sep 2026)
SpaceX: Doom Hedging: SpaceX a Defensive Al Stock? (15 Sep 2026)
SpaceX: Prometheus Shrugged (11 Sep 2026)

SpaceX: Rockets on the Bayou: SpaceX's $100bn Louisiana Launch Complex
(26 Aug 2026)

SpaceX: Cursor Deep Dive: Can SpaceX Leap to the Al Frontier? (10 Aug
2026)

SpaceX: Al's Final Frontier; Initiate at Overweight, PT $300 (7 Jul 2026)
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Valuation Methodology and Risks

SpaceX (SPCX.0)

IDEA

Sum-of-the-Parts by Segment: Space, Connectivity, Al (Divided into X & Grok and Enterprise

Al)

m $300 Price Target = sum of Space ($8), Connectivity ($118), X & Grok ($8), Enterprise

Al ($165)

2040 ending forecast period

6/30/2027 valuation date

11.2% WACGC; 11.9% Cost of Equity.

50% Enterprise Al valuation discount for execution risk

TGR of: 4.0% Space, 4.5% connectivity, 3.0% X & Grok, 5.0% Enterprise Al

Equates to 0.46 EV/EBIT/Growth

Risks to Upside

Faster Starship reuse progress

Faster Starlink capacity growth

Stronger DTC / enterprise adoption

More neocloud wins

Cursor ARR acceleration

Lower Al infrastructure time to power and cost

Risks to Downside

Slower Starship reuse cadence

Slower Starlink subscriber growth
Weaker enterprise Al monetization
Higher capex / cost per watt of compute
Longer time-to-power

Greater funding needs / dilution

Regulatory delays



