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THE MUSK STACK:
FROM CODE TO COSMOS

Policy Transmission and the Infrastructure Economics of the Al Economy
A Three-Segment DCF Analysis with Monte Carlo Simulation — SpaceX (Pre-IPO, SPCX)

METRIC VALUE SOURCE / NOTE
IPO Target Valuation USD 1.75 Trillion SpaceX S-1, SEC EDGAR, May 2026
S-1 Reference Price USD 195/ share S-1 cover page reference price
DCF Implied Price (Base, WACC 12%) USD 83/ share (-57%) Policy Alpha 3-segment model
Monte Carlo Mean (5,000 sims) USD 93/ share Stochastic: WACC, scenario draw, margins
% Simulations Above S-1 Price 6.4% Monte Carlo (N=5,000)
Starlink 2025 Revenue USD 11.4B (61% of total) SpaceX S-1; only profitable segment
XAl 2025 Operating Loss USD 6.4B SpaceX S-1; R&D; >USD 5B
ey T Vel BIS Export Controls Single !argest tornado sensitivity; cross-layer
transmission
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01 — EXECUTIVE SUMMARY

The SpaceX IPO — targeting aUSD 1.75 trillion valuation and Nasdaq listing under ticker SPCX as early as
June 2026 — is best understood not as a technology offering, but as a structured exposure to six
interdependent layers of Al infrastructure, each carrying distinct and correlated policy risk. This report
applies a policy transmission framework to quantify how regulatory variables transmit through the Starlink,
Space, and Al segments, affecting revenue, margins, and equity value.

Our three-segment discounted cash flow model, probability-weighted across four policy scenarios and stress-tested via
5,000-iteration Monte Carlo simulation, produces a base-case implied share price of approximately USD 83 — a 57% discount
to the S-1 reference price of USD 195. Only 6.4% of Monte Carlo simulations yield a share price above USD 195, reinforcing
the view that the IPO target valuation embeds highly optimistic assumptions about regulatory outcomes that are not within
SpaceX's control.

THREE CORE CONTRARIAN VIEWS

VIEW MARKET CONSENSUS POLICY ALPHA ANALYSIS
1. xAl Valuation Driver Software-business multiple; revenue driven by Compute-access arbitrage; revenue ceiling set by BIS
product quality and sales execution export control schedules. Every BIS review cycle is a

de facto re-pricing event.

2. Starlink Competitive Technological moat from satellite constellation ~40% regulatory moat (spectrum allocation, FCC
Moat and engineering lead rulings, ITU coordination). Regulatory moats are
narrower and more reversible than technological ones.

3. BIS Export Control Controls widen US-China compute gap; Controls are accelerating the wrong competitor.

Effect preserves Western Al quality premium Huawei Ascend roadmap + SMIC expansion +
DeepSeek efficiency = China closing gap faster due to
policy incentives.
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02 — THE POLICY TRANSMISSION FRAMEWORK

The analytical entry point is not valuation multiples, but policy transmission: how do specific regulatory variables flow through
each layer of the Al infrastructure stack and affect risk-adjusted returns? The critical insight is that a single policy shock
transmits non-linearly across multiple layers simultaneously. A BIS tightening (compute layer) raises training costs
(intelligence layer), slows the autonomy software stack (physical layer), and reduces the data centre buildout that generates
Starlink's B2B addressable market (connectivity layer).

LAYER ENTITY / ASSET DESCRIPTION PRIMARY REGULATOR
1 — Intelligence xAl / Grok Foundation models, enterprise API, inference NIST - OSTP - EU Al Act
infrastructure

2 — Compute Colossus DC Al accelerators (H100+), HPC clusters, data BIS / Commerce Dept.
(Memphis) centre buildout

3 — Energy Tesla Megapack + Power generation, liquid cooling, SMR offtake, DOE : FERC - NRC - State
Grid energy storage PUCs

4 — Physical Al Tesla FSD - Optimus Autonomous vehicle fleet, humanoid robotics, NHTSA - EU Al Act - State law

real-world Al data moat

5 — Connectivity Starlink LEO ~10,000 satellites, Direct-to-Cell (D2D), EchoStar FCC - ITU-R - WRC-27
spectrum portfolio

6 — Frontier SpaceX Launch / Falcon 9/Heavy, Starship, orbital data centre FAA - NASA - DoD
Starship potential, DoD contracts procurement
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03 — COMPUTE & ENERGY: THE TWIN BOTTLENECKS

The Compute Layer: BIS as the Invisible Price-Setter

Since October 2022, BIS has issued successive export control waves targeting advanced Al accelerators. The January 2025 Al
Diffusion Rule extended restrictions to model weights and imposed due-diligence obligations on laaS providers, creating
compliance asymmetries between US-domiciled and non-US cloud operators [1]. The Trump administration's May 2025
rescission of the Biden-era rule [2], followed by an August 2025 H20/M1308 arrangement (15% revenue share to the US
government), illustrates the core problem: regulatory volatility at Layer 2 is now the primary uncertainty in xAl's revenue
model.

XAl generated an estimated USD 350 million in standal one revenue in 2025 and is projected at approximately USD 2 hillion in
2026 [11] — but both figures embed assumptions about which geographic markets can legally access Grok's API. The market
prices XAl at a software multiple, implying revenue is driven by product quality. We disagree: at current scale, the enterprise
TAM iseffectively set by BIS licensing schedules, not engineering milestones.

The Energy Layer: The Most Underpriced Risk

Global data centre electricity consumption stood at approximately 415 TWh in 2024, growing at roughly 12% per year since
2017 — more than four times faster than total global electricity consumption growth [3]. The IEA's base case projects this to
roughly double to 945 TWh by 2030 [4]. Electricity demand from Al-focused data centres surged 50% in 2025 aone [5]. US
energy permitting timelines of 3-5 years mean that 2025's Al investment commitments face a structural electricity supply gap
in the 2028-2030 window regardless of technology outcomes.

Global Data Centre Electricity Consumption — Historical & IEA Projection Japan's total
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04 — STARLINK: THE REGULATORY MOAT MISREAD

Starlink generated USD 11.4 billion in revenue in 2025 — 61% of SpaceX total — with an operating profit
of USD 4.4 hillion, making it SpaceX's only consistently profitable segment [8]. With approximately 10.3
million subscribers and ~10,000 satellites in LEO, Starlink operates as a near-monopoly in satellite
broadband. The conventiona narrative attributes this to engineering excellence. The policy narrative is more
important for valuation.

The FCC's April 2026 ruling blocking SpaceX's bid for additional satellite spectrum [9] is the most important data point for
Starlink's forward model absent from most analyses. SpaceX's USD 17 billion acquisition of EchoStar's spectrum portfolio —
covering AWS-4 and H-block bands — and the FCC's May 2026 approval of that deal [10] reveals that spectrum is as strategic
as satellite hardware. The EchoStar deal means SpaceX spent USD 17 hillion not to build technology, but to acquire a
regulatory asset. ARPU compression is an additional concern: average revenue per user fell 18% from USD 99/month (2023)
to USD 66/month (Q1 2026) [8].

Starlink Subscriber Growth — Actuals and Three-Scenario Projection (2021-2035)
80 1

=@= Actuals (5-1 Filing) == Bull (BIS eases + D2D 150Mbps)
=#— Base Case (BIS stable) = ¥ Bear (BIS escalates + Kuiper)

Subscribers (millions)
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05 — FOUR-SCENARIO POLICY MATRIX

Probability weights are the authors' subjective assessments based on current BIS review calendar, FCC rulemaking docket,

Congressiona appropriations schedule, and NRC licensing pipeline as of June 2026. They are not derived from options

markets or prediction markets. They sum to 100% by construction and will be updated in future issues.

SCENARI
(@)

KEY POLICY TRIGGER

xAl REVENUE IMPACT

STARLINK IMPACT

TESLA ENERGY IMPACT

GENERAL ADVICE WARNING: This report is general information only. Not personal financial advice under Corporations Act K%ﬁ%{mg"'\‘a%ﬁ
pha ReSearc

Past performance is not indicative of future results. Always seek advice from a licensed financial adviser. Elena Zhang | Policy

Bull 20% BIS eases; IRA preserved; +USD 3-5B incremental +40-60M subscribers Megapack 2x; ITC intact;
Case FCC D2D 150Mbps enterprise by 2028; Tier-2 by 2028; B2B doubles margin expansion
approved; NRC SMR market fully opens accelerates
licence by 2028
Base 50%  BIS volatile; IRA partially ~USD 2B standalone 10M+ subscribers; Megapack +30-40% p.a.;
Case preserved; FCC 2026E; enterprise D2D capped by FCC grid bottleneck limits
incremental; SMR timelines  constrained ex-US/EU ruling addressable sites
slip 2-3 years
Bear 25% BIS escalates to secondary ~ TAM compressed Growth stalls ~12M; USD 2-3B revenue
Case controls; IRA ITC gutted; 35-50%; XAl trapped in Kuiper gains EU/Asia headwind; margin
Kuiper clears spectrum US gov/defence niche share compression
milestone
Tail Risk 5% TSMC/Taiwan disruption; GPU supply shock; ITU spectrum Optimus supply chain
US-China decoupling; EU training halted 6-12 challenge; allied collapse; auto tariff
bans autonomous physical months; valuation reset government contracts exposure
systems >50% at risk
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06 — MONTE CARLO SIMULATION

M ethodology: 5,000 iterations. Each iteration independently draws: (1) a discrete BIS scenario (Bull 20%, Base 50%, Bear
25%, Tail 5%) determining the Al/Starlink TAM regime; (2) WACC from atriangular distribution (min 8%, mode 12%, max
16%); (3) segment growth rates from triangular distributions; (4) operating margins from normal distributions with hard
floorsg/ceilings; (5) net debt from a normal distribution (mean USD 13.1B, std USD 1.5B). Shares fixed at 9,000M. Outliers
below -USD 80 or above USD 500 excluded (<2% of iterations). This model does not capture option-value effects or
market-implied distributions. Results areillustrative of the policy scenario distribution.

STATISTIC VALUE INTERPRETATION
Mean (5,000 simulations) USD 93/ share Above base DCF due to bull-case skew in distribution
Median USD 84 / share Central estimate; closer to DCF base case
5th Percentile (P5) USD 14 / share Downside tail; BIS escalation + margin compression
95th Percentile (P95) USD 203/ share Upside tail; near S-1 reference price
Standard Deviation USD 56 / share Wide; reflects binary policy risk events
% Simulations > S-1 Price ($195) 6.4% Quantifies probability of model supporting IPO valuation

Monte Carlo Simulation — Share Price Distribution (N=5,000)
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Source: Policy Alpha Research Monte Carlo model. Distributions calibrated to SpaceX S-1 data and scenario probabilities. Standard
deviation USD 56/share. Not market-implied probabilities.

GENERAL ADVICE WARNING: This report is general information only. Not personal financial advice under Corporations Actg E:Ih . INot gnanciailigrviceaIii:ensee.
. . . . . . . X glanti eneral Advice Only
Past performance is not indicative of future results. Always seek advice from a licensed financial adviser. Elena Zhang | Policy Alpha ReSearc



POLICY ALPHA RESEARG3paceX (SPCX) — Policy Transmission & DCF Analysis | Institutional Research | June 2026 Page 8 of 14

Tornado Sensitivity ChaE%s: &jygle-\lariable Impact on Implied Share Price (Base s=-1$$31§g

Al Scenario | $78
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Source: Policy Alpha Research sensitivity analysis. Each bar: range from downside to upside assumption for named variable, all others
held constant. Al Scenario (BIS) has largest impact due to cross-layer policy transmission.
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07 — SUM-OF-PARTS VALUATION & EV BRIDGE

The three-segment discounted cash flow model values each business unit independently using a 10-year explicit forecast period
plus terminal value, discounted at the base-case WACC of 12%. Net debt of approximately USD 13.1 billion (USD 29.1B
gross debt per S-1, less approximately USD 16B cash as of Q1 2026) and other obligations are deducted to derive equity value.
All numbers are base-case central estimates subject to the scenario ranges quantified in Section 05.

Enterprise Value Waterfall Bridge — Base Case (USD Billions)

$6008B 1
+$80B $530B -$13B $3B $514B
$5008 1 +$100B
. $400B1 53508 .
c
= $300B A
[aa]
o
Y $2008B A
$100B A
$0B
Starlink Space AlfxAl Total Net Other Equity
EV EV EV EV Debt Liab. Value

Source: Policy Alpha Research three-segment DCF, base case WACC 12%. Net debt from SpaceX S-1 balance sheet [8]. Segment EVs:
Starlink USD 350B, Space USD 100B, Al/xAl USD 80B (base). Equity: USD 514B implied vs IPO target USD 1.75T.

BASE CASE BULL CASE BEAR CASE

COMPONENT (USDbn) (USDbn) (USDbn)

Sensitivity: FCC spectrum +

Starlink Segment EV 350 650 150 subscriber growth + ARPU trajectory

Space Segment EV 100 280 (30) Starship commercial ramp is pivotal;
P 9 negative FCF until ~2028E

Al / xAl Segment EV 80 380 (80) Widest scenario range; BIS policy is

the primary driver

TOTAL ENTERPRISE VALUE 1,310 Sum of three segment DCFs

S-1: USD 29.1B gross debt less

Less: Net Debt (13) (13) a3 ~USD 16B cash

Less: Other Obligations Leases + deferred revenue
I R T R S

Implied $/Share (9,000M shares) USD 57-83 USD 144 USD 3 vs S-1 reference price of USD 195
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08 — THE CHINA DIMENSION: BIS ACCELERATING THE WRONG
COMPETITOR

This section is the most absent from Western sell-side research and the most important for understanding
xAl's long-run revenue ceiling. US export controls were designed to widen the US-China compute gap. The
empirical record in 2025-2026 suggests the opposite is occurring.

Huawei's Ascend roadmap — confirmed by rotating chair Eric Xu at the September 2025 Connect conference — targets 1.6
million dies across the Ascend product line by 2026, with the Ascend 950PR launching Q1 2026 and the 950DT in Q4 2026
[12]. SMIC's advanced-node capacity is projected to expand from 45,000 wafers/month (end-2025) to 60,000 by 2026 [13].
DeepSeek has already demonstrated that frontier-grade reasoning models can be trained on domestically available compute at a
fraction of Western cost. RAND Corporation's August 2025 analysis acknowledges a roughly tenfold US compute advantage
— but notes the gap is narrowing [14], and the policy designed to preserve it is simultaneously creating the economic
incentives for Chinato closeit faster.

INDICATOR CURRENT STATUS TIMELINE IMPLICATION FOR xAl TAM

Huawei Ascend 950DT 950PR launched Q1 2026; Q4 2026 commercial If competitive on inference, accelerates

950DT on roadmap launch enterprise adoption in China, ASEAN, Middle
East

SMIC Capacity 45K wafers/month advanced 60K wafers/month by Removes supply bottleneck on domestic Al
node (end-2025) 2026 accelerator production

DeepSeek Efficiency R1 achieves frontier-grade Already deployed; Demonstrates compute efficiency narrows
reasoning on domestic further iterations in quality gap independent of raw compute
hardware progress

US Compute Advantage ~10x lead (RAND, Aug 2025) Narrowing; rate of Gap narrowing faster due to policy-induced
[14] closure uncertain incentives for Chinese self-sufficiency

Policy Monitoring Signal Ascend 950DT commercial Key signal event for Competitive inference benchmarks = material
availability Q4 2026 XAl APAC TAM compression of XAl APAC enterprise pipeline
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09 — POLICY WATCHLIST: LEADING INDICATORS

The following variables will function as leading indicators for scenario probability shifts. Institutional investors should monitor
these as part of Al infrastructure portfolio management. All are publicly observable through official agency dockets and press

releases.

POLICY VARIABLE

BIS Export Controls

FCC Spectrum (D2D)

IRA Energy ITC

NRC SMR Licensing

EU Al Act (Physical Al)

Huawei Ascend 950DT

ITU Spectrum
(WRC-27)

AGENCY

BIS/
Commerce

U.S. FCC
Congress /
Treasury

U.S. NRC

European

Commission

Huawei / MIIT

ITU-R

KEY MILESTONE

Q4 2026 review
cycle

D2D rulemaking
H2 2026

Oct 2026 CR /
FY2027 budget

First commercial
licence:
2028-2030E

High-risk
compliance: Aug
2026

Commercial

launch: Q4 2026

World Radio
Conference 2027

BULL SIGNAL

Further easing; country
exemptions

150 Mbps D2D approval + new
spectrum bands

ITC preserved; new storage
credits added

Accelerated review process
announced

Light-touch liability; Optimus EU
launch 2027

Performance below
expectations; XAl quality
premium holds

Favourable LEO orbit allocation
for Starlink

BEAR SIGNAL

Allied-country secondary
controls

Kuiper clears 1,618-satellite
milestone (Jul 2026)

ITC phase-out rider; USD 2-3B
Tesla headwind

Delays beyond 2031; grid gap
widens

Strict liability; EU Physical Al
deployment 2030+

Competitive inference
benchmarks; xAl APAC TAM
erodes

Adverse spectrum reallocation;
non-US orbit compression
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10 — INTERNAL VALIDATION: THREE ANALYTICAL PERSPECTIVES

This analysis has been reviewed against three independent frameworks in the interest of reader trust and analytical rigour.
Validated findings and residual limitations are disclosed below.

PERSPECTIVE

Economist /
Macro Analyst

Trader /
Portfolio Mgr

Reader Trust
Audit

VALIDATED FINDINGS

IEA electricity data correctly sourced and cited (Apr 2025
+ Apr 2026). GS robotics estimates correctly attributed to
Feb 2024 research. Terminal growth rates (4% Starlink
base) above long-run nominal GDP growth but
appropriate for sector penetration dynamics. BIS policy
timeline correctly references rescission dates.

57% DCF discount to S-1 price is clearly flagged.
Scenario probability weights are subjective and
disclosed as such — correct practice. Correlation risk
(single BIS event triggering multi-segment impact) is the
most actionable portfolio risk management insight.

All specific statistics are cited with primary sources.
Contrarian views are clearly labelled as authors' views,
not consensus. Model limitations are disclosed. No price
forecasts are made — implied valuations only from
model inputs. ASIC-compliant general advice warning
appears throughout.

DISCLOSED LIMITATIONS

Model does not account for macro recession scenario
compressing all three segments simultaneously.
Starship commercial revenue ramp timing is highly
uncertain. SMR licensing timelines based on historical
NRC precedent, not project-specific analysis.

No implied volatility data available pre-IPO. Options
pricing post-listing may compress or expand the
distribution materially. Monte Carlo does not model
correlation between WACC and growth rate shocks
(which would likely widen tails). No leverage or options
strategy implied.

SpaceX S-1 financial data is as-filed; amendments may
alter segment reporting. XAl standalone revenue
estimates from third-party sources (Sacra / Business of
Apps); not independently verified. All probabilities are
subjective and should be treated accordingly.

eneral vice y
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11 — DATA SOURCES & REFERENCES

All financial data sourced from primary filings or officia agency publications where available. Market estimates cited with
publication date and specific report name. No data points from unverifiable sources are used in quantitative analysis. URLSs
accurate at time of publication (June 2026).
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12 — REGULATORY DISCLOSURE (AUSTRALIA — ASIC)

General Advice Warning: This publication contains general financial information only and does not constitute personal
financial advice within the meaning of section 766B of the Corporations Act 2001 (Cth). It has not been prepared taking
into account your individual investment objectives, financial situation, risk tolerance, or particular needs. Before acting on
any information in this report, you should consider whether it is appropriate to your circumstances and, if necessary, seek
independent professional financial advice from a licensed financial adviser holding an Australian Financial Services
Licence (AFSL).

Not a Financial Services Licensee: Policy Alpha Research and Elena Zhang are not holders of an Australian Financial
Services Licence. This report is published as general commentary and analysis for educational and informational purposes
only. Nothing in this report should be construed as a recommendation to acquire or dispose of any financial product.

Forward-Looking Statements: This report contains forward-looking statements and projections, including scenario
analyses, DCF model outputs, and Monte Carlo simulation results. These are based on assumptions that may prove
incorrect. Actual outcomes may differ materially from those projected. Forward-looking statements are not guarantees of
future performance.

Past Performance: Any reference to historical performance data is provided for contextual purposes only. Past
performanceis not indicative of future results. All financial modelling involves uncertainty, and results presented herein are
illustrative estimates only.

Target Market: This genera advice is directed at persons with a reasonable understanding of financial markets and
investment analysis, including institutional investors, financial professionals, and sophisticated retail investors. It is not
suitable for retail investors without financial advisory support.

Conflict of Interest: Policy Alpha Research does not hold, nor does Elena Zhang personally hold, any position in SpaceX,
Tesla, XAl, or any related entity as of the date of publication. Policy Alpha Research does not receive compensation from
any entity discussed in this report.

Data Accuracy: While reasonable care has been taken in the preparation of this report, Policy Alpha Research makes no
representation or warranty as to the accuracy or completeness of information sourced from third parties. Readers should
independently verify all material facts before relying on them for investment decisions.

Copyright 2026 Policy Alpha Research. All rights reserved. Published June 2026 by Elena Zhang, Policy Alpha Research
(Policy Alpha Research). Reproduction or redistribution in whole or in part without written permission is prohibited.

GENERAL ADVICE WARNING: This report is general information only. Not personal financial advice under Corporations Act& g:th . INot gnancialligrviceéIii:ensee.
. . . . . . . . glanti eneral Advice Only
Past performance is not indicative of future results. Always seek advice from a licensed financial adviser. Elena Zhang | Policy Alpha ReSearc



