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Letter from the Editor is our biweekly weekend read,
which looks at the big picture, one question at a time.

The IPO success of SpaceX is a reminder of how close space is
to Earth, to the point that a layered, solar-system-spanning
economy is no longer a sci-fi idea. As during previous waves of
globalisation — driven by railroads, steamships and
containerisation — falling transportation costs are once again
the key catalyst. Today, declining launch costs are enabling a
deeper intedration between space and terrestrial economies.
This could mark the beginning of a new phase of globalisation
beyond Earth, while challenges around market concentration,
governance and geopolitics will shape its final trajectory.

Hello from The Investment Institute

The IPO of SpaceX has exceeded even the rosiest expectations. Its market value is now above Amazon’s, and Elon
Musk has become the world’s first trillionaire. Only history will tell whether the company’s valuation (100x its
total revenues in 2025) is justified, and whether Musk will use his extraordinary economic, and hence political,
power wisely.

One trillion is @ mind-blowing number. As shown in a quiz by the Wall Street Journal, if you drew a straight line
from one million to one trillion and tried to place one billion in between, you would instinctively put it somewhere
in the middle. In reality, it sits much closer to one million. We are simply not used to dealing with numbers of this
magnitude — and behind them lies an extraordinary amount of power.

But the IPQ’s significance goes beyond this. Even though the space economy is certainly not a new investment
theme, the popularity of SpaceX among retail investors is a testament to the fact that ordinary people perceive
space as being much closer to Earth than ever before. After all, space and its conquest is one of humanity’s greatest
dreams. Therefore, SpaceX's IPO should not be seen as just market event but as a signal that space is becoming a
critical economic infrastructure layer for Earth.

From the perspective of the global economy, the implications could be profound. This is not just the consolidation
of the space industry that has existed for decades. It is more about seeing space as humanity’s next frontier.
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In his second inauguration speech in 2025, US President Donald Trump mused about pursuing America’s “manifest
destiny into the stars” — precisely that manifest destiny that inspired Americans to move the frontier of their
nation from east to west in the nineteenth century.

In short, this might be more than a tech story. What if we are witnessing the birth of a new phase of
globalisation — one that connects Earth and space?

Forget about Musk’s ambitions to colonise Mars and build a city there. Forget about his concept of space as an
exit option for humanity to avert extinction on Earth. Forget about his vision of a species spread across multiple
planets and extending the light of consciousness to the stars. Fordet about Musk outright. Think about the
beginning of an era that unlocks specialisation, trade and growth on a multiplanetary scale.

Falling transportation costs

It is natural to believe that free trade, as opposed to protectionism, is the driving force behind the process of
international economic integration. While this is certainly a factor, what has enabled the last two waves of
globalisation is a drastic drop in transportation costs. Declining transport costs served as a critical “weddge,”
reducing price gaps between distant markets, encouraging specialisation and expanding the scope for trade and
investment.

During the first major wave of globalisation (circa 1870-1913),
international freight rates collapsed, as steamships and the Suez
Canal linked continents and railroads penetrated their interiors.

Transportation costs for shipping doods across the Atlantic Famng transportation

dropped by about 45% during these four decades. These ts dri lobalisati
technological developments were more important for connecting COSts arive 9 0batisation

distant continents than trade liberalisation policies, which were Wwaves.
increasingly replaced by protectionism during this period.

Similarly, the second wave of globalisation, which accelerated in the decades following World War Il and lasted
through our days (even though it is fading now), was propelled, in part, by containerisation, which supported the
development of complex global value chains, just-in-time production and offshoring. Between 1965 and 2014,
the cost of transporting a dollar’s worth of goods for one kilometre decreased by over 50%.

Comparable dynamics have played out with the space economy. The cost of launching payloads to low-Earth orbit
has fallen dramatically over time. From roughly USD 87,000 per kilogram in the 1960s, it dropped to about USD
15,000 in the early 2000s, before declining further to below USD 4,000 by 2025 — an overall reduction of more
than 95%. A decisive turning point came with the introduction of reusable rocket technology — where SpaceX
played a crucial role by pioneering technologies such as its Falcon 9 with its reusable booster.

In a way, SpaceX embodies the spirit of historical transport pioneers — much like Peninsular and Oriental Steam
Navigation Company (P&0) scaled steam routes during the first globalisation wave or Maersk globalised container
networks during the second wave. P&O revolutionised global travel by operating the world’s first passenger
steamships and mail routes to India, the Far East and Australia. Maersk contributed to revolutionising global trade
by offering end-to-end logistics and advanced refrigerated shipping solutions.

For decades, rockets had been treated as expendable systems, with each mission requiring entirely new hardware,
a legacy of Cold War missile design. The shift to reusability fundamentally changed this model: by recovering and
reusing key components such as the booster stage, companies were able to fly the same hardware multiple times,
sharply reducing launch costs and transforming the economics of access to space.

The fully reusable Starship architecture (part of SpaceX) represents the next leap. Designed to carry 100-150
tonnes to low-Earth orbit, Starship targets marginal costs potentially as low as USD 100 per kilogram or below
through rapid reuse, high flight cadence, mass production of Raptor engines and minimal refurbishment. As of
mid-2026, Starship has completed multiple test flights.
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Multiplanetary globalisation?

If one sees globalisation as a process that intedrates and connects distant economies by reducing the costs of
distance, then this new phase of globalisation mirrors the dynamics observed over the last two centuries through
the fall in transportation costs. To be clear, this is not the type of space colonisation Musk has in mind with human
settlement on Mars (which, for now, still looks like science fiction). Similarly, it is not about developing a separate
economy, as the idea of “space economy” might suggest. It is more about extending terrestrial globalisation and
stretching its boundaries.

Just as prior transport revolutions integrated continental and oceanic economies, sustained reductions in space
access costs promise to incorporate orbital, lunar and deeper solar-system assets into a layered, solar-system-
spanning economy. Projections suggest that the global space economy will be worth USD 1.8tn by 2035
(compared to roughly USD 630bn currently). Growth would be driven not only by satellites and launch services
but by “reach” applications that integrate space assets into terrestrial industries and, increasingly, self-sustaining
off-world operations.

Existing operations demonstrate the transformative impact. We already use satellites to collect data for
transportation, meteorology, agriculture and the like. The Starlink constellation, leveraging lower launch costs,
provides broadband connectivity to underserved regions worldwide — while giving Musk substantial power, up to
the point of being able to shape the outcome of war in Ukraine.

In the future, possibly within the next ten years, one can imadine large-scale, in-space manufacturing under
microgravity conditions (for superior pharmaceuticals, advanced materials), orbital data centres and Al compute
infrastructure (benefiting from solar power and radiative cooling). Or space-based solar power, which involves
placing massive solar satellites in geostationary orbit that can harvest sunlight 24/7. A drop in transportation
costs would make this technology highly viable.

Looking at 2040 and beyond, cislunar space (Earth-Moon) could be the next layer, enabling lunar outposts focused
on water (life support/fuel), and potentially select metals. And in the more distant future, asteroid mining may
supply platinum-group metals, nickel, cobalt and volatiles. Jeff Bezos, another billionaire with a passion for space,
has recently said that all polluting industries should be moved to the Moon to protect Earth. And, who knows,
maybe at some point there will be human settlement in space — but this type of colonisation is not really needed
(and probably not even desirable) to integrate the two economies.

Challenges

As is often the case when new markets are being created, there are several risks that need to be mitigated.

1. Market concentration risk. SpaceX has achieved a dominant position in launch capabilities, with its
share of global mass sent into orbit rising dramatically over the past decade. This leadership has been
reinforced by the accumulation of scarce assets such as orbital slots and radio spectrum, which may
create substantial barriers to entry for future competitors. Its Starlink constellation — already comprising
thousands of satellites, with plans for many more — further consolidates this position. History offers
parallels in this respect: dominant transport players in earlier waves of globalisation (such as the East
India Company) often combined commercial reach with quasi-state influence, shaping the structure of
global markets.

2. Undeveloped dovernance frameworks. The 1967 Outer Space Treaty established foundational
principles for space activity, including the prohibition of national appropriation and the peaceful use of
outer space. However, it was designed for a state-led space era and provides only limited guidance for a
landscape increasingly driven by private actors. As commercial activity expands, key questions will need
to be addressed that are typical of new phases of geogdraphic exploration, such as how to allocate
property rights, how to requlate access to shared resources, and how to resolve disputes in an
environment with no clear sovereign authority.

3. Unclear ownership of space resources. While the Outer Space Treaty restricts territorial claims, it is less
explicit regarding the extraction and commercialisation of resources. Some jurisdictions (like the US)
have already moved toward recognising private rights over extracted materials, potentially setting the
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stage for competing legal regimes. The absence of a universally accepted framework risks creating
uncertainty and fragmentation as economic activity accelerates.

4. Geopolitical dynamics. As in previous phases of globalisation, economic integration and strategic
competition are likely to evolve in parallel. Control over infrastructure, data and logistical networks in
space could become a key source of power, particularly in a world where interdependencies are already
weaponized. The risk is that competition for influence in this new domain could mirror earlier historical
episodes, where the race to expand economic frontiers contributed to broader deopolitical tensions.

With all the excitement to integrate earth and space, this transition needs to be handled carefully.

Enjoy your weekend!

Edo

Edoardo Campanella
Director and Chief Editor of The Investment Institute (UniCredit, Milan)
edoardo.campanella@unicredit.eu

UniCredit S.p.A.
The Investment Institute by UniCredit, Piazza Gae Aulenti, 4, I-20154 Milan
the-investment-institute@unicredit.eu
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary.

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest.
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changdes in exchangde rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can underdo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to changde in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this

document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —

including data, news, information, imagdes, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless

otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not

allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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