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Telecom Services

Business Plan Progresses, Though
Funding An Ongoing Process

We remain constructive toward AST SpaceMobile’s long term business
opportunity given the company's large TAM, differentiated technology,
partnerships with many of the world's largest mobila network operators (MRNOs),
and attractive wholasalefravenue share business modal; notwithstanding the fact
that it has taken much loanger than management originally anticipated 10 executsa
satallite manufacturing, launch, and testing plans. In hindsight, AST's plan was too
aggrassive from a timing perspactive, but that shouldn't take away Trom what's
bean accomplished thus far.

AST SpaceMoblle continues to make progress toward proving its technology and
commercializing its business plan. The Blue\Walker 3 testing program, which is
now substantially complate, indicates that the technology is working as planned.
That said, macro conditions have become less favorable for AST over the past
several guarters, spacifically in terms of costinflation for matenals and production,
rising funding costs, and less appotite in the markat for early stage business
models. We think it is more these macro factors, as opposad to tha pace of
axecuting the business plan or other factors, that explain the decling in AST's share
price over the past yoar.

We maintain that the business offers a meaningfully positive risk/reward outlook,
butwe're lowering our PT to $23 PT (from $32), due to our lower forecast, a change
in our valuation scenarios driven by higher funding costs, and the potential for
continued equily dilution. At 54 78/share, the market appears 1o ba pricing in a
relatively low probability of success, which we do not think properhy values AST's
long-term potantial. That being said, given the early stage of tha busingess, tha risk
of failura is higher thanitis for most public companies inthe sectar, and thera's still
a wide range of outcomas.

Kay Updates
» We believe that AST's successful deployment of the BlueWalker3 test
satellite in orbit last Fall, and the subsaquant demonstration of voice and
data capabilities using standard unmedified cell phones over the past
year, have reduced AST's technology and business model risk. The BW3
system has now proven it is capable of supporting two way wvoica
connactions and data downloads over 2G, 4G LTE, and now BG, using
standard unmodified cell phones from major OEMs. This latest BG testing
was accomplished in early September by parinering with ATE&T for its
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In our view, this demonsiration represents a key testing milestona and
validation of AST's underlying business case [k 1o provide service to
standard consumer hardwara), and could help accelerate commoearcial and
stratagic discussions with key MNO partners and regulators globally.
Importantly, we beleve the BlueWalker 3 lesting program s row
substantlially complete, without any major setbacks. Sinca launching
BluaWalkar3 last Fall, the company's tachnology roadmap is largely
unchanged, which allows A5T to procead as planned with the construction
of the first & commercial BlueBird satellites.

The company raiterated its plansto launch the first block of 5 commercial
satellites in 1024, and hopes to begin generating revenue in 2024. \We
believe the compamy is increasingly turning its focus towards the
commercialization of its systam, now that the technology has been
validated. AST is currantly working on commercial agregments with
government antitias and mobile network operators, which would lead o
revenue next year, assuming AST is able to successfully executle these
agreaments.

Funding remains the biggest overhang for AST at this stage (in our view),
with market conditions ovar tha past yvear having become significantly lass
favorable for underdunded, earlier stage businesses. Management has
stated that AST's cazh balance and existing facilities are sufficiant to fund
the company's cash expendilures over the next 12 months, including the
launch of tha first five Block 1 satellites. Howewver, AST seems close o
securing addittonal funding this year to maintain a capital buffer and
finance the construction and launch of Block 2 satellites (eginmdng nesxt
wvaar). The company estimates that its total incremantal capital Tunding
requirerment will be $550-650M for the first 25 satellites (Block 1 and Block
2}, which should enable the comparny Lo achieve positive FCE.

Wa balleve a strategic partnership is the best financing option available,
and the one which AST Is most focused currently. AST is in the definitive
documentation and diligence phasa with multiple strategic partners. This
is happening in parallel with work on commercial agreements.

In our view, working with its established wireless camier partners could
halp AST avoid further dilutive equity issuance, or high cost debt financing
with potentially restrictive covanants. Wea think this type of agraament
could entail the collection of pre-paid revenue for fulura capacity utilized,
equily invastment, or a relatively low coupon convertible preferred.

AST's business plan iz axpected o yvield material benafits to its MNO
partness (including capex raduction, product differentiation, and additional
revenue streams), and wa think it is logical that these MNO partners
fincluding ATET, Rakulen, and Vodafone) would be motivated o ansura
that AST s business 15 successiul. We believe the recent 5G tast succass
and completion of the overall BlueWalker3 testing program are important
millestones for prospectiva stratagic partners.

We are updating our model to reflect the latest timelines and cost
assumptions for the business. We expect the first 5 commercial Bluebird
satellites to launch in late 1024, Based on managemeant's axpectations, it
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will take -3-4 months betwean launch and activation of commercial
service, which implies about 5-6 months of revanue generation in 2024 for

the first batch of satellites.

Managemenl believes that, as tha company moves past elevated R&D
spend for design, testing, and eardy manufacturing processes; operating
expensas should moderate 10 a $25-30M quarterly run-rate starting in
1024, down from <540M to date.

Capex for the project has increased modestly since our last update, due to
mflation for inputs, as well as tighter market dynamics for orbital launch
capacity. AST now expects the first 5 BlueBirds will cost $115M, up from
%1 10M as of last quarter, with part of this latest change based on a request
from a major MNO 1o change the orbital location of the constallation to
provide bettar covarage to that MNO's subscribers. AST has already spent
B85% of the capex for these first 5 BluaBird satellites, and axpects 1o take a
"modular® approach to subsequent sateallite launchas based on funding
availability and market conditions.

The 20 Block 2 satellites are now expected to cost $16-18M each (vs $16M
as of this timea last year, and $13-15M in the initial business plan), and we
beheve production costs for subsequent commercial satellites have

increased by a similar amount (to a -$13M run-rate at scale, by our
estimation, vs $11M priar).

Delays and cost overruns ara fairly common in the satellite industry and are
notoverly surprising or concaming, solong as the technology and businass
case ramains intact. We continue to believe that AST's addressable market
and business model are vary attractive, and we are optimistic about the
company's prospacts (basad on the successful testing developments to
date, as well as the who's who list of global MNO partners). Based on these
new assumptions, we are forecasting ASTS will generate positive
EBITDA in 25 {vs "24 prior).

We are lowering our PT to $23, driven by reduced astimates (outlined
above) and a change in our valuation scenario framework. We are now
using a weighted avaerage of three scenarnos; (1) placing a 20x multiple on
our '26 adj. EBITDA forecast and discounting back to the present ata 15%
rate (4050 weaighting), {2} a more conservative scenarnio, where demand is
loweer and costs are higher (40% weighting), and {3) a “zero value® scenario,
o reflect tha nsks surrounding the technology and business model {20%
weighting). We had initially used a valuation framework that included a
fourth scenario based on management's aarly long term forecasts for the
project. However, givan tha delays in executing the business plan and
higher costs of funding now, we think it is more prudent at this point in time
to focus on our forecast (which has taken into account recent changes in
timing and costs) and reevaluate more optimistic outcomes as the
commercial side of the business bagins to ramp. Net nat, our PT is shifting
1o $23 (vs 532 prior), which still offers significant upzide from currant levels.
Key risks include AST's technology not working as planned, failure to
deploy the company's large arrays in space, satellite anomalies, launch
failures, dalays meeting key business plan milestones & cost overruns.
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Figure 2: ASTS Mode! Summary
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ASTS Valuation
"DB Model" (A) "Conservative" (B) *Zero" (C)
Adj. EBITDA ('286E) 905.7 452.9
EV/EBITDA Multple 20.0x 10.0x
Enterprise Value ("26E) 18.114 4,629
MNet Debt {'26E) 776 971
Market Cap ("26E) 17.338 3.558
Discount Rate 15.0% 15.0%
Market Cap ("23E] 11,415 2.342
Stock Price ('23E) $47.87 $9.82 $0.00
Shares Qutstanding ('23E) 238.4 238.4
Scenario Weight 40.0% 40.0% 20.0%
Price Target $23
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Figure 4: ASTS Valuation Multipbes

ASTS Valuation Multiples
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