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SpaceX Is Undergoing A Massive Transformation
Prepared for client circulation - October 22, 2026

SpaceX is no longer principally a rocket-launch company. After combining aerospace, Starlink, xAI, X and Cursor, its 
Super Intelligence (SI) division now contributes 51.9% of revenue, even as Starlink produces 84.8% of consolidated 
operating profit. The investment case has therefore changed: the proven connectivity franchise is underwriting an 
extraordinarily capital-intensive AI buildout. Whether the transformation creates durable value depends less on 
headline revenue growth than on cash conversion, third-party compute demand, Starship reuse and the discipline of 
capital allocation.
NEW REVENUE CENTER
$7.56B of Q3 Super Intelligence revenue - 51.9% 
of $14.58B total.

PROFIT CENTER
$2.37B Starlink operating income; 45.1% segment 
margin.

FUNDING TEST
-$34.97B free cash flow over 9M 2026; Q4 CapEx 
guide $35B-$40B.

1. The old SpaceX and the new SpaceX are different businesses
The report describes a rapid sequence of corporate changes: the February 2026 combination with X.AI Holdings (which incorporates xAI and 
X), a June public listing under SPCX with $85.68B in net IPO proceeds, and an August acquisition of Anysphere / Cursor at a reported $60B 
implied equity value. SpaceX is now attempting to integrate three economic engines: orbital transportation, satellite connectivity and terrestrial 
compute plus software. This is a genuine business-model pivot, not simply an expansion of rocket-launch capacity.
But the new growth rate needs to be read correctly. Consolidated Q3 revenue of $14.575B grew 161.4% year over year, while SI revenue grew 
830% to $7.56B. These changes reflect major consolidation and acquisition effects, so they cannot be treated as a clean measure of same-
business organic growth. Revenue mix has transformed more rapidly than the sources of sustainable operating cash.

2. Three segments; sharply different earnings quality
Q3 2026 segment Revenue / share Operating result What it means
Super Intelligence $7.56B / 51.9% +$0.43B; 5.7% margin Largest sales base, but profit still early and capital hungry.
Connectivity (Starlink) $5.25B / 36.0% +$2.37B; 45.1% margin 84.8% of consolidated operating income; economic anchor.
Space / launch $1.77B / 12.1% -$0.01B; near breakeven Strategic infrastructure, absorbing heavy Starship R&D.
Consolidated $14.58B / 100% +$2.79B; 19.1% margin Portfolio success does not yet mean positive free cash flow.

SI operating profit excludes none of the acquisition burden: the report attributes $1.217B of Q3 stock compensation to the Cursor acquisition. 
Adding that charge back lifts SI operating income to approximately $1.65B (21.8% of segment sales), but that is not the GAAP result, nor 
evidence of free cash generation. Acquisitions and equity incentives are economically important when judging the return to shareholders.

3. Starlink is the strongest proven advantage
Starlink ended September with 13.6M consumer subscribers (+88.9% YoY), operating in 174 countries. Consumer ARPU recovered sequentially 
from $66 to $69 per month, although it remained below $83 a year earlier. The institutionally oriented side of Connectivity is growing faster: 
enterprise and government revenue reached $2.13B, approximately 40.5% of segment sales. More than 3,800 aircraft were equipped with 
Starlink terminals, with roughly 12,000 contracted. These metrics support a valuable recurring-revenue network, rather than a purely 
speculative satellite story.
The next adjacency is direct-to-cell. The research reports more than 22M monthly Starlink Mobile users, FCC authorization for 15,000 Mobile V2 
satellites and an agreement to acquire up to 14 MHz of paired 800 MHz spectrum, expected to close in H1 2027. A hybrid satellite-and-rooftop-
radio architecture could broaden the addressable market, but regulatory completion and network economics are not yet established. Critically, 
Starlink segment operating profit is not a disclosed stand-alone free cash flow number.

4. The SI revenue explosion has an unresolved cash-return question
Of SI's $7.56B revenue, $7.02B came from solutions and infrastructure and only $0.54B from X advertising. Cursor contributed a reported 
$608M in roughly 47 days after its August 14 closing; mechanically annualizing that stub implies about $4.7B, but is not proof of a full-year 
realized revenue trajectory. The acquisition involved $42.5B of reported purchase consideration and $23.4B of future time-vesting retention 
awards; the latter creates a multi-year compensation expense and potential dilution burden.
Colossus nameplate compute capacity reached 1.7 GW by September, with a 2.5-3.0 GW year-end 2026 target and a much more aggressive 13 
GW base / 20 GW upside ambition for 2027. The report says approximately half of compute is leased to external customers and half retained for 
internal workloads. Management cites selling prices just above $50 per watt and a sub-12-month capital payback; without disclosed pricing 
periods, utilization, power costs, customer concentration, contract cancellations or asset-level cash-flow bridges, these are claims to test, not 
underwriting facts.
A guided $33B-$37B of revenue for Q1 2027 would be a dramatic step-up from Q3. The separately articulated $500B-$1T annual recurring 
revenue ambition for end-2027 is far more speculative. Neither should be presented as booked revenue, and the report does not provide 
enough third-party contract detail to validate a sustainable multi-year return on the SI buildout.

5. Growth is being purchased with an exceptional amount of cash
During the first nine months of 2026, operating cash flow was $13.10B against $48.07B of property and equipment purchases: free cash flow, on 
this CFO-minus-CapEx definition, was negative $34.97B. SI alone accounted for about $40.0B, or 83.2% of year-to-date capital investment. Q3 
CapEx was $19.59B; management's Q4 range of $35B-$40B implies approximately $83B-$88B for FY 2026. Compute buildout is growing far faster 
than internally generated cash.
Capital / liquidity item Reported / derived amount Why it matters
9M operating cash flow $13.10B Cash generation is positive, but far below investment needs.
9M CapEx / free cash flow $48.07B / -$34.97B Material cash deficit despite GAAP profitability.
Cash + marketable securities $89.86B at Sept. 30 Large buffer substantially reinforced by the $85.68B IPO.
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Total debt / related-party debt $38.84B / $12.90B Related parties hold about one-third of borrowings.
Q4 2026 guided CapEx $35B-$40B Implies an unusually large near-term funding call.

An illustrative Q4 scenario in the research assumes $7B in operating cash flow. Against $35B-$40B of CapEx, that would use another $28B-$33B 
of net cash and leave around $57B-$62B of liquid assets before any other changes. This is an assumption-driven scenario, not management 
liquidity guidance. It does, however, show why an $89.86B cash balance cannot be confused with a self-funding investment cycle. Future 
runway depends on the pace of spend, financing, working capital and real cash profit from new compute.

6. Net income makes the transition look easier than it is
Q3 GAAP net income was $4.40B against only $2.79B in operating income. Below-the-line net interest income added $198M; other net income 
added $1.025B (including $561M in related-party gains); and a $390M income-tax benefit raised the bottom line. Together these components 
accounted for approximately $1.61B, or 36.6% of reported earnings. Adjusted EBITDA of $8.81B also adds back large depreciation and stock-
compensation charges. None of those measures can substitute for the cash required to buy servers, power equipment and rockets.

7. The aerospace bottleneck is changing shape
The Space segment posted 35 launches in Q3, down from 44 a year earlier, and 476 metric tons to orbit, down 9.3%. Falcon 9 launch pads and 
ground crews appear capacity constrained, even as the business carried $1.23B of quarterly R&D. Starship Flight 14 marked a reported 
transition to commercial orbital deployment: 26 Starlink V3 satellites and 26 Tbps of nominal downlink capacity, or approximately ten times 
the throughput delivered by a full Falcon 9 V2 Mini mission. This is a powerful technical milestone, not yet evidence of weekly reusable 
economics.
The proposed Starbase, Louisiana complex of more than 20 towers targets scaled activity around 2029. At the same time, SpaceX is repurposing 
rocket-engine metallurgy to cast industrial turbine components, claiming a 12-18-month power-delivery advantage, and planning an Austin 
semiconductor test chip in mid-2027 followed by Terafab volume production in late 2028. Each initiative addresses a plausible chokepoint. Each 
also creates a second execution problem beyond the company's proven core competencies, especially high-yield advanced semiconductor 
production.

8. The governance risk is not peripheral
The research reports super-voting Class B ownership providing roughly 82%-85% voting control to the controlling insider group. At September 
30, $12.90B of debt was due to related parties, which generated $351M of Q3 interest expense; related-party other income was $561M. These 
relationships may provide patient financing and coordination, but they complicate judgments about arm's-length pricing, capital allocation and 
minority-shareholder protections.
Both SpaceX and Tesla are reported to have formed independent special committees to explore a possible combination spanning autonomy, 
robotics, communications and compute. As of the research date there is no agreed exchange ratio, transaction structure or definitive merger 
agreement. The stated Tesla voting hurdle - approval by holders of 50% of all outstanding shares - makes execution materially harder than a 
simple majority of votes cast. No value from a possible merger should be assumed in a base case.

9. Three possible outcomes for the new conglomerate
Outcome What needs to occur Economic consequence
Bull: integrated infrastructure 
platform

Starlink keeps compounding; SI third-party demand sustains 
pricing and cash paybacks; Starship achieves rapid reuse.

IPO-funded buildout matures into multiple durable profit 
pools.

Base: growth with a funding 
drag

Connectivity stays strong and SI revenue rises, but high buildout 
spending and equity pay constrain returns.

Huge enterprise, uneven free cash conversion; financing 
terms matter.

Bear: capital cycle reverses Compute pricing weakens (the report flags <$30/watt), customers 
delay, or Starship / Terafab timelines slip.

Shorter cash runway, possible dilution or debt pressure 
despite Starlink strength.

10. The checkpoints that settle the thesis
SI revenue quality.  Disclose external-customer share, customer concentration, spot versus contracted compute pricing, utilization, renewal and 
cancellation terms; reconcile claimed payback to cash flow.
2027 funding.  Watch Q4 actual CapEx versus $35B-$40B guidance, operating cash flow, 2027 commitments, liquidity and changes to related-party debt.
Connectivity durability.  Track subscriber net additions, ARPU against the $83 prior-year level, institutional mix, aircraft activations and the pending 
spectrum closing.
Industrial execution.  Verify repeatable Starship turnaround, launch cadence and V3 capacity deployed; separate turbine and Terafab engineering 
milestones from commercial volume.
Shareholder economics.  Monitor stock-based compensation, deal integration, related-party flows and whether any Tesla transaction passes 
independent review.

11. The editorial conclusion
SpaceX is attempting a full-stack industrial convergence: satellites for distribution, rockets for orbital logistics, gigawatt-scale compute for AI, 
Cursor and Grok for software, and new manufacturing capacity for power and chips. The opportunity is real because Starlink already exhibits a 
strong earnings engine and the SI segment has moved beyond zero-revenue experimentation. Yet the most extraordinary component of the 
transformation is not its revenue acceleration; it is the rate at which IPO capital is being converted into long-lived physical assets on 
assumptions that remain difficult for outside investors to test.

Verdict: The transformation is undeniable, but economic success is not settled. Starlink is the established franchise; 
SI is the new growth engine; Starship and industrial integration are the expansion options. SpaceX should be 
assessed as a cash-intensive aerospace-telecom-AI conglomerate, with the decisive question being whether its 
unprecedented compute and industrial spending can earn returns before it exhausts the cushion created by the IPO.

SOURCE NOTE
Based exclusively on the SPCX Q3 2026 research report dated October 22, 2026. Reported financials, deal terms, product milestones and management outlooks have not been 
independently refreshed or verified. Estimated runway, return scenarios and the editorial assessments are conditional analyses; unaudited figures and forecasts may change.
IMPORTANT INFORMATION
Prepared by TEV Capital for informational purposes only. This document does not constitute investment advice, research, an offer, or a solicitation to buy or sell any security. The 
information herein is based on sources believed to be reliable as of the publication date, but accuracy and completeness are not guaranteed. Past performance is not indicative of 
future results. Investors should consult a licensed financial adviser before making any investment decision.


