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RUDY MAJID: Hello, I'm Rudy Majid and you're 
listening to The Alger Podcast, Investing in Growth & 
Change. Space has been getting a lot more attention 
lately, especially following SpaceX’s IPO. Here to help 
me unpack the space industry, where we are today, 
and some of the longer-term shifts that could help 
create potential opportunities down the road, is 
Andrew Gustin, Senior Vice President, Senior Analyst, 
and Head of the Industrials Sector. Andrew, thank you 
so much for joining us. 

 
ANDREW GUSTIN: Rudy, it's great to talk to you 
today. Thanks so much. 

 
RUDY: It's my pleasure. Before we get into the 
industry itself, can you explain how space fits into your 
work at Alger, and why it has become such an 
important area for you to follow? 

 
ANDREW: Sure. I am part of the industrials team. 
Historically, I have covered aerospace and defense, 
capital goods. My team also covers AI-empowered 
infrastructure, and because of my coverage of the 
aerospace industry, I had a little bit of a background in 
the space market and I got the exciting assignment to 
cover SpaceX. It's been incredibly interesting to learn 
about space and it really seems like an area of 
incredible disruption and innovation, in my view. 

 
RUDY: Looks like we are in for a fascinating 
discussion. So, when we talk about the space 

industry, what are we actually talking about?  
ANDREW: So, the space market today, I think we can 
categorize into three or four buckets, and there's a 
growing handful of public and private companies 
playing in these areas. I mentioned SpaceX, which 
completely disrupted the launch market, so they are 
providing access to space to other companies in 
addition to launching their own payloads. Then you 
have a whole bunch of other companies who are 
trying to get into the launch market as well as 
developing new business models once in orbit. So, 
other companies that are trying to offer launch and are 
a bit behind SpaceX but making progress include Blue 
Origin, which is private, Rocket Lab, which is public, 
Firefly is another public one, and…there are also 
incumbent launch providers such as ULA, United 
Launch Alliance, which is the JV between Lockheed 
and Boeing, and there are some international launch 
players as well, including the Chinese. Aside from 
launch, once you're in space, some of the key markets 
are defense, imaging, and communications. So, we 
believe there is a rapidly growing market for defense-
related space operations and this includes 
surveillance, it includes missile defense, it also 
includes space-based communications. There is also 
commercial communications businesses. You have 
Amazon trying to get into orbital communications with 
their own constellation. You have a company called 
AST SpaceMobile, which is trying to do a direct-to-
device network. And of course, you also have 
SpaceX, which has built a constellation of 10,000 
satellites and has an offering called Starlink, which 
provides broadband internet and they are also moving 
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into the direct-to-mobile-device market. Then you 
have Earth-imaging, so there is a company called 
Planet Labs and they basically take pictures of the 
Earth and monetize those, selling images to 
consumers, enterprises, and governments. Then you 
have the manufacturing supply chain, companies that 
manufacture satellites and other key components. A 
couple of the public companies there are MDA Space, 
which is a Canadian company, and York, which is a 
relatively recent IPO. In addition to that, Rocket Labs, 
SpaceX, and some of the other big players also do 
satellite manufacturing for themselves as well.  

 
RUDY: You mentioned launch as one of the first major 
parts of the space economy. And it seems like so 
much of the industry depends on getting into orbit 
more reliably and at a lower cost. Why are launch 
economics so important to understanding where 
space may be headed? 

 
ANDREW: About 10 years ago, SpaceX pioneered 
the concept of reusable rockets, and that was a radical 
departure from how all space rocket launches had 
previously worked. Previously, rocket launches 
basically meant that the rocket was used once and 
then it was expended, and it was extremely expensive 
because essentially, the vehicle was thrown out after 
one use. And Elon Musk had the vision that it doesn't 
have to be this way, and when we fly on an airplane 
from New York to Los Angeles, we don't throw out the 
aircraft after one flight. And by reusing the rocket and 
amortizing the cost of that rocket over many launches, 
we can dramatically reduce the cost of launch per 
kilogram relative to how it was done in the past. 

 
RUDY: How difficult is all of this, and where are we at 
today? 

 
ANDREW: It's incredibly difficult. The existing SpaceX 
vehicle is called the Falcon 9. And the Falcon 9 is 
partially reusable, the booster stage, which is like the 
bottom part where the propellant is, gets reused. It 
actually comes back down and it typically lands on a 
drone ship or it can land on land and then get 

refurbished and sent back up.  

 
RUDY: Is there anything in development right now 
aimed at reducing the cost of launching into orbit? 

 
ANDREW: We believe SpaceX is continuing to move 
fast and SpaceX has a much larger and fully reusable 
vehicle called Starship, which they're on the cusp of 
deploying commercially, and that has the potential, in 
our view, to significantly increase their domination of 
the launch market. 
Starship, they think they're going to be able to have it 
fully and rapidly reusable, so that you're going to be 
able to refuel, refill it with cargo, and take off again.  
And so, the idea with Starship is, you could actually 
have multiple takeoffs and landings in one day, and 
it's a much larger vehicle than the existing one and 
they're going to have a whole bunch of launch sites. 
So, we believe you have the potential for just a 
tremendous amount of mass to go into space, and 
with reusability, that brings down the cost per kilogram 
another order of magnitude. 
So, in our view, it will be really interesting to see if they 
are successful with Starship and the extent to which 
others like Blue Origin and Rocket Lab can make 
advances and try to emulate SpaceX's success with 
reusable rockets.  

 
RUDY: So, Andrew, do we have any stats on the cost 
to launch into orbit and how that's changed? 

 
ANDREW: Most of the estimates you see for the 
current cost to launch for SpaceX are in the 
neighborhood of $2,000 a kilogram, which is down 85 
percent from the way it worked 20 years ago with the 
old one and done launches. With Starship, the 
potential is another order of magnitude reduction, so 
potentially $200 a kilogram, possibly even less.  
 

RUDY: Are other companies using reusable rockets?  

 
ANDREW: Well, everyone has seen what SpaceX has 
been able to achieve and they're all trying to do the 
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same thing. There's only one other company that has 
actually succeeded in reusability and that's Blue 
Origin, and they did it 10 years after SpaceX did it, so I 
think it's safe to say SpaceX has a 10-year lead, but 
others are trying to copy SpaceX.  
So, this is where it’s really interesting. So, for Falcon 
9, the nominal max payload for low Earth orbit is 23 
tons. You also have something called Falcon Heavy, 
which is like basically a bigger version of Falcon that 
has three lower stages and that has a capacity of 64 
tons. Starship V3, which is the latest version, is 100 
tons, so it's basically 4X the payload of Falcon 9, and 
then Starship V4, which is coming down the road, is 
going to be 200 tons, another 2X bigger than V3. Now, 
as far as the other guys, Blue Origins' reusable vehicle 
is called New Glenn, and that's got a 45-ton max 
payload, but they have had some significant setbacks. 
And then the other guys are generally much smaller, 
so Rocket Lab, the Electron is 13 tons, so even quite a 
bit smaller.  
 
RUDY: So, if orbital launch costs are expected to fall, 
what opportunities does that unlock?  
 

ANDREW: It's a really exciting possibility. We think 
the demand for compute right now is just exploding 
and the proliferation of AI and agentic AI has the 
hyperscalers clamoring for as much capacity as they 
can put online. So, you have just a tremendous boom 
in data center construction and there's not enough 
power and there are all kinds of constraints around 
construction and interconnections and labor.  
So, if Starship is successful, one of the things SpaceX 
is talking about doing is launching AI satellites. You 
may have heard of a so-called space data center. I 
think that's a little bit of a misleading term. The idea is 
not like there's going to be some huge building up in 
space that looks like a data center like we might have 
on Earth, but SpaceX is talking about launching AI 
satellites, which would be kind of like their existing 
Starlink satellites and there would be a whole 
constellation of them. Each individual one would have 
a relatively modest amount of compute, maybe 100 
kilowatts, think of it as like a rack of compute in space. 

And if you have thousands and thousands and 
thousands of these in a constellation, and if you power 
them with solar arrays, they can be in a special kind of 
orbit called sun-synchronous orbit where the sun is 
going to be always shining on them and they're going 
to be cooled through radiated cooling with a really 
large radiator that comes out the backside, and this is 
going to be really difficult, in our view.  
The coolant and the solar manufacturing that would 
enable this are difficult problems to solve, but with the 
cost of launch coming down by that much and with 
scaled manufacturing of these satellites, SpaceX 
thinks that they can make the cost competitive with 
terrestrial data centers. 
 
RUDY: When might that happen? 

 
ANDREW: So, at some point, the cost of an orbital 
data center is going to cross the cost of a terrestrial 
data center. And there's a lot of debate right now as to 
whether that's three years away or ten years away or 
maybe longer, but when that happens, we believe you 
potentially have a new vector for deploying AI 
compute. And if SpaceX controls launch, they have a 
competitive advantage, in our view, in deploying that 
compute.  
 

RUDY: And if orbital compute does become more 
practical, what parts of the supply chain could benefit? 
 

ANDREW: You're going to need tremendous solar cell 
manufacturing. You're going to need radiation-
hardened components. You're obviously going to 
need the compute. You're going to have other chip 
suppliers supplying compute. 
 

RUDY: And are there risks involved?  

 
ANDREW: Well, there's a lot of risks. I mean, for one 
thing, they have not yet actually demonstrated full 
reusability with Starship. They have landed the 
booster, they have caught the booster. This was a 
couple of years ago. They used the chopstick arms. 
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They have never actually caught the upper stage. So, 
when they try to do that and if they can successfully 
do that, that's going to significantly de-risk this entire 
proposition, in our view.  
But it's important to emphasize this has not been 
demonstrated before and Elon Musk actually says that 
doing this is the single hardest engineering challenge 
in the history of humanity, so you really can't overstate 
how difficult it is, and it's kind of like the bull case for 
some of this really hinges on their ability to do it.  

 
RUDY: We talked about the near-term impact on data 
centers, but if these developments do progress, and 
the cost of getting into orbit continues to come down, 
what longer-term markets could potentially open up? 

 
ANDREW: There are a whole host of really interesting 
longer-term markets. One is getting to the Moon, 
developing a lunar base. The Chinese and the U.S. 
are basically in a race to develop a lunar base and 
establish a presence back on the Moon. There is 
resource extraction. There's something called helium-
3, which is a variant of helium that is very scarce on 
Earth but is used in critical applications such as 
semiconductor manufacturing, nuclear and other 
specialty applications, and it's highly abundant in the 
surface of the lunar soil, so if we could capture some 
of that and bring it back to Earth, that is a very exciting 
long-term TAM, in our view.  
There's point-to-point terrestrial travel, so with 
Starship, SpaceX is talking about being able to 
transport people basically onto the other side of the 
Earth in an hour or less.  

There's also zero gravity manufacturing. In our view, 
without gravity, there are whole new possibilities for 
manufacturing and chemical engineering that aren't 
possible on Earth, so there's a whole pursuit of new 
pharmaceutical formulations that we can't do on Earth 
and other types of manufacturing that we can't do on 
Earth. We don't even know what the possibilities that 
might come of this are, but we are starting with a lot of 
R&D in zero gravity environments and we believe 
there are whole new TAMs that potentially could get 
unlocked.  

RUDY: Andrew, this has been a fascinating 
discussion. Before we wrap up, what is the key 
takeaway for investors? And how does this relate to 
Alger’s investment philosophy? 

 
ANDREW: Yes, there's no question that we believe 
space represents a classic Alger investment 
opportunity because you have a way of operating that 
has been completely disrupted. You have a lot of 
capital flowing into an ecosystem, and you have 
enormous TAMS that are only just now being 
understood. 

I do think we are on the cusp of a new frontier and it's 
not only related to AI but even more broadly than that. 
It looks like our kids and our grandkids someday are 
going to live in a world where space is an important 
part of humanity, where we have a presence in space, 
where we're exploring farther than we've ever been 
before and we think there's going to be new 
businesses and new opportunities for humans in 
space. We believe we are just at the very beginning of 
that and … we think it's going to be a lot of fun to 
watch.  
 
RUDY: Andrew, thank you so much for being on the 
podcast. 
 

ANDREW: Oh, my pleasure. Thanks so much, Rudy. 

 
RUDY: And thank you for listening, for more insights, 
please visit www.alger.com 
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The views expressed are the views of Fred Alger Management, LLC (“FAM”) and its affiliates as of July 2026. These views are subject to change at any time and may not 
represent the views of all portfolio management teams. These views should not be interpreted as a guarantee of the future performance of the markets, any security or any 
funds managed by FAM. These views are not meant to provide investment advice and should not be considered a recommendation to purchase or sell securities. 
Risk Disclosures: Investing in the stock market involves risks, including the potential loss of principal. Growth stocks may be more volatile than other stocks as their 
prices tend to be higher in relation to their companies’ earnings and may be more sensitive to market, political, and economic developments. Past performance is not 
indicative of future performance. Investors whose reference currency differs from that in which the underlying assets are invested may be subject to exchange rate 
movements that alter the value of their investments. Companies involved in, or exposed to, AI-related businesses may have limited product lines, markets, 
financial resources or personnel as they face intense competition and potentially rapid product obsolescence, and many depend significantly on retaining and 
growing their consumer base. These companies may be substantially exposed to the market and business risks of other industries or sectors, and may be adversely 
affected by negative developments impacting those companies, industries or sectors, as well as by loss or impairment of intellectual property rights or misappropriation of 
their technology. Companies that utilize AI could face reputational harm, competitive harm, and legal liability, and/or an adverse effect on business operations as content, 
analyses, or recommendations that AI applications produce may be deficient, inaccurate, biased, misleading or incomplete, may lead to errors, and may be used in 
negligent or criminal ways. AI companies, especially smaller companies, tend to be more volatile than companies that do not rely heavily on technology. 
Important Information for US Investors: This material must be accompanied by the most recent fund fact sheet(s) if used in connection with the sale of mutual fund and 
ETF shares. Fred Alger & Company, LLC serves as distributor of the Alger mutual funds and ETFs. 
Important Information for UK and EU Investors: This material is directed at investment professionals and qualified investors (as defined by MiFID/FCA regulations). It is 
for information purposes only and has been prepared and is made available for the benefit investors. This material does not constitute an offer or solicitation to any person 
in any jurisdiction in which it is not authorized or permitted, or to anyone who would be an unlawful recipient, and is only intended for use by original recipients and 
addressees. The original recipient is solely responsible for any actions in further distributing this material and should be satisfied in doing so that there is no breach of local 
legislation or regulation. Certain products may be subject to restrictions with regard to certain persons or in certain countries under national regulations applicable to such 
persons or countries. 
Alger Management, Ltd. (company house number 8634056, domiciled at 85 Gresham Street, Suite 308, London EC2V 7NQ, UK) is authorised and regulated by the 
Financial Conduct Authority, for the distribution of regulated financial products and services. FAM, Weatherbie Capital, LLC, and/or Redwood Investments, LLC, U.S. 
registered investment advisors, serve as sub-portfolio manager to financial products distributed by Alger Management, Ltd. 
Alger Group Holdings, LLC (parent company of FAM and Alger Management, Ltd.), FAM, and Fred Alger & Company, LLC are not authorized persons for the purposes of 
the Financial Services and Markets Act 2000 of the United Kingdom (“FSMA”) and this material has not been approved by an authorized person for the purposes of 
Section 21(2)(b) of the FSMA. 
Important information for Investors in Israel: Fred Alger Management, LLC is neither licensed nor insured under the Israeli Regulation of Investment Advice, of 
Investment Marketing, and of Portfolio Management Law, 1995 (the "Investment Advice Law"). This document is for information purposes only and should not be 
construed as an offering of Investment Advisory, Investment Marketing or Portfolio Management services (As defined in the Investment Advice Law). Services regulated 
under the Investment Advice Law are only available to investors that fall within the First Schedule of Investment Advice Law ("Qualified Clients"). It is hereby noted that 
with respect to Qualified Clients, Fred Alger Management, LLC is not obliged to comply with the following requirements of the Investment Advice Law: (1) ensuring the 
compatibility of service to the needs of client; (2) engaging in a written agreement with the client, the content of which is as described in section 13 of the Investment 
Advice Law; (3) providing the client with appropriate disclosure regarding all matters that are material to a proposed transaction or to the advice given; (4) a prohibition on 
preferring certain Securities or other Financial Assets; (5) providing disclosure about "extraordinary risks" entailed in a transaction (and obtaining the client's approval of 
such transactions, if applicable); (6) a prohibition on making Portfolio Management fees conditional upon profits or number of transactions; (7) maintaining records of 
advisory/discretionary actions. This document is directed at and intended for Qualified Clients only. 
Alger pays compensation to third party marketers to sell various strategies to prospective investors. 
The following positions represented the noted percentages of Alger's firm-wide assets as of April 30, 2026: Amazon.com, Inc., 6.38%; AST SpaceMobile Inc, 0.00%; 
Boeing Company, 0.00%; Blue Origin, 0.00%; Firefly Aerospace, 0.00%; Lockheed Martin Corporation, -0.01%; MDA Space Ltd, 0.00%; Planet Labs PBC, 0.03%; Rocket 
Lab Corporation, 0.01%; Space Exploration Technologies Corporation, 0.00%;  United Launch Alliance, 0.00%; York Space Systems, Inc., 0.02%. 
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