
On  16th  May,  2020,  the  Finance  Minister

of  India  made  an  announcement  to

increase  private  partnerships  and  private

investments  in  SpaceTech  companies

under  the  4th  step  of  the  ‘Aatma  Nirbhar

Bharat’  scheme  in  order  to  promote  and

increase  space  technology  development,

exploration  and  capacity  building  and

also  open  ISRO’s  facilities  to  be  used  by

private  Space-Tech  companies  in  India

and  this  will  consequently  provide  a

level  playing  field  for  private  companies

in  satellites,  launches  and  space-based

services.
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According  to  the  Wall  Street  Journal,  space  technology  will  become  a  multi-trillion-

dollar  industry  in  the  coming  10  to  20  years  and  a  plethora  of  investors  have  trusted

their  fortune  in  this  sector.  The  present  estimation  for  the  worth  of  the  space

economy  is  $400  billion,  whereas  the  last  decade  alone  saw  $24.6  billion  of  private

capital  investment  being  pumped  into  509  companies  relating  to  space

technologies  and  research.  In  2019  only,  the  first  nine  months  witnessed  a  solid

$5.8  billion  of  private  investment  across  198  investment  rounds  as  per  Space

Angels’  report  (a  venture  capital  company  which  exclusively  invests  in  space

companies) .

 

Those  times  are  long  gone  when  millions  and  billions  were  required  in  the  bank  in

order  to  start  a  space  imagery  company,  with  new  start-ups  followed  by  rapid

innovations  flowing  into  the  industry,  the  launching  and  development  cost  got

much  lower.  Ex:  A  space  imagery  start-up  named  Planet  has  developed  satellites  the

size  of  a  toaster,  leading  to  lower  cost  for  developing  and  launching  the  satellites,

eventually  leading  to  the  space  imagery  data  accessible  to  not  so  incumbent

organisations  as  well.  The  point  here  is  that  the  Space-Tech  industry  is  growing  and

becoming  competitive  very  fast,  representing  a  great  opportunity  for  investors  to

become  billionaires.  Mario  Gabelli  with  Rocketdyne  would  be  a  good  example  of  the

same.

INTRODUCTION

BUSINESS & REVENUE MODEL
Companies  involved  in  Space  research  and  technology,  more  specifically  into

manufacturing  of  equipment  tend  to  make  money  by  building  and  developing

technology  for  organisations  like  Indian  Space  Research  Organization  (ISRO) ,

National  Aeronautics  and  Space  Administration  (NASA) and  European  Space  Agency

(ESA) and  other  government  space  institutions  of  respective  countries.  However,

space  technology  companies  make  their  revenue  from  the  2  major  sources  which

are  discussed  below:

 

Business with government agencies like ISRO ,NASA & ESA: 

No  doubt  when  it  comes  to  space  and  research  technologies,  the  common  man’s

perspective  is  that  it  is  a  domain  monopolized  by  the  Government  but  the

Government  is  the  biggest  client  for  many  space  technology  companies  like  SpaceX,

United  Launch  Alliance,  Virgin  Galactic,  Maxar,  Northrop  Grumman  Innovation

System,  Blue  Origin,  Airbus  etc.  For  instance,  manufacturing  defence  equipment,

providing



providing  intelligence/intel,  weather  information,  developing  and  launching

satellites  for  space  agencies,  etc.  The  importance  of  Space-tech  companies  role  in

government  agencies  is  the  fact  that  the  Canadian  Government  critically  depends

upon  a  space  technology  company  ‘MDA’  for  the  monitoring  huge  swaths  in  their

territory  located  in  high  Artics,  simply  put,  the  Canadian  government  will  be  blind

without  MDA.

 

Services to other companies:

Other  clients  for  space  technology  companies  include  telecommunication

companies,  online  mapping  companies,  television  broadcasting,  mining  companies,

energy  industry,  forestry  applications,  etc.  Infact  companies  like  Google,  Uber,

Amazon,  Verizon  are  also  huge  customers  of  these  space  technology  companies  for

their  products/systems  like  GoogleMaps,  GoogleEarth,  Navigation  systems,  weather

Reports,  etc.

 

Deep Space Exploration: 

There  is  zero  commercial  demand  for  deep  space  exploration  technology,  so  be  a

little  careful  while  investing  in  the  companies  who  have  deep  space  operation

plans.  But  the  same  thing  cannot  be  said  for  the  space  race  60  years  from  now,

which  was  the  main  event  responsible  for  commercialization  of  space  technology  in

modern  times.  Deep  space  exploration  will  generate  capital  returns  resonating  with

visions  of  the  likes  of  Elon  Musk,  in  the  long  run,  laying  the  foundation  for  the  future

of  the  space  tech  industry  and  opening  totally  new  avenues  for  it,  which  will

eventually  give  rise  to  the  new  domains  for  investors  too.  The  race  between  the

billionaires  like  Jeff  Bezos,  Richard  Branson,  Elon  Musk,  Mark  Zuckerberg,  etc  to

conquer  the  commercial  space  makes  it  evident  that  space  companies  are  here  to

stay  and  thrive.

WHAT ARE THE VARIOUS DOMAINS IN INDIA FOR
INVESTMENT IN SPACE RESEARCH AND
TECHNOLOGIES?
Traditionally,  any  activity  relating  to  Space  or  Aerospace  has  been  backed  by  the

Indian  Space  Research  Organisation  (ISRO) ,  atleast  that  is  the  impression  in  minds

of  the  common  man.  In  the  past,  the  potential  to  carry  out  any  activity  in  outer  space

was  available  within  a  closed  group  of  academic  institutions  in  India  or  with  ISRO.

More  importantly,  despite  India  being  a  signatory  to  the  Outer  Space  Treaty,  1967

and  4  other  treaties  in  relation  to  Outer  Space  activities,  India  is  lagging  behind  in  a

domestic  legislation  like  other  countries  who  have  passed  Space  Act  in  their

respective  countries.



One  of  the  reasons  Outer  Space  activities  were  restricted  only  to  Government

backed  entities  was  because  the  manufacturing  process  in  the  AeroSpace  industry

is  far  more  complicated  that  you  would  like  to  imagine  and  requires  serious  capital

investment  with  much  longer  gestation  periods.  Though,  since  1992,  multiple

factors  have  contributed  towards  drop  in  manufacturing  costs  of  satellites  but  there

are  several  other  factors   e.g.  possibility  of  satellites  deployed  in  low-earth  orbits

which  are  easier  to  reach  than  the  more  expensive  and  traditional  requirement  of

deployment  in  geostationary  orbits  where  major  satellites  were  deployed.

 

Now,  things  have  changed.  We  know  that  many  developed  and  first  world  countries

have  been  in  space  technology  since  more  than  a  decade  but  with  the  Indian

Government  enforcing  the  ‘start-ups’  policy  has  brought  about  a  new  wave  of

companies  and  we  now  see  Space-Tech  start-ups  cropping-up  across  India  who  are

more  than  excited  to  join  the  space  race  in  the  world,  thereby  breaking  through  the

monopoly  of  the  Government  in  space  technology.  Infact,  the  low-cost  mission

boasted  by  ISRO  have  taken  the  Space  Technology  industry  of  world  by  storm  and

eyes  have  turned  to  India  to  look  for  better  technologies  in  the  industry.  

 

The  Government  is  not  the  boost  to  the  space  industry  in  India,  but  infact  ISRO  has

also  been  encouraging  private  sector  to  indulge  into  providing  better  and  advance

technologies  to  assemble  space  vehicles  needed  by  them.  Infact,  a  Space

Federation  of  India  is  also  formed  by  certain  entrepreneurs  in  India  to  provide  a

fighting  chance  to  younger  generation  start-ups  in  this  Industry  in  India.  Bellatrix

Aerospace,  Kawa  Space,  Skyroot  are  some  of  the  companies  who  have  already  made

a  name  in  the  industry.  

 

Even  ISRO  has  newly  established  a  commercial  subsidiary  viz.  ‘New  Space  India  Ltd’

and  has  already  bagged  its  first  customer  in  Mid-2019.  The  freedom  to  these  Space-

Tech  companies  to  use  ISRO’s  facilities  for  launch  or  services  of  other  Foreign

private  companies  e.g.  SpaceX  to  send  satellites  to  space  is  also  tremendous  boast

to  the  confidence  of  the  new  start-ups.  Bellatrix  Aerospace,  (India 's  private  rocket

company) has  built  a  launcher  for  nano  satellites  and  also  electric  propulsion  for

satellites,  whereas  the  Exseed  Space  that  deployed  the  AISAT  (Exseed  Sat2) through

ISRO’s  PSLV  C45  mission  on  April  1,  2019.  

 

Consequentially,  recent  statistics  show  that  nearly  64% increase  i .e.  there  are  120

active  start-ups  in  the  Space-Tech  Industry  as  compared  to  a  handful  of  them  prior

to  2014.  In  this  period  nearly  25  start-ups  have  received  valuations  crossing  over  $1

Billion,  leading  to  a  new  breed  of  Space-Tech  start-ups.



Though,  venture  capital  investors  in  India  have  not  been  that  confident  despite  a

developing  space  programme  in  India,  this  has  been  primarily  due  to  long-pending

space  law  in  India.  On  the  other  hand  the  developments  in  the  Space-Tech  Industry

has  grabbed  the  attention  of  several  investors,  especially  owing  to  the  on-going

increase  in  the  interest  in  space  explorations  and  space  vacations.  There  have  been

organizations  who  want  to  amplify  the  reach  of  these  start-ups  by  providing  them

handheld  support  and  solutions  allowing  them  to  grow  exponentially  which  is  likely

to  make  India  a  sustainable  space  economy  country.  Efforts  are  being  put  at

multiple  fronts  to  make  India  a  budding  space  ecosystem.  Infact,  several  satellite

launches  across  the  globe  has  given  investors’  confidence  to  invest  in  Space-Tech

companies.  Most  start-ups  are  hopeful  that  in  due  time  the  Government  will  soon

pass  a  domestic  legislation  to  govern  the  activities  and  operation  in  the  Space-Tech

Industry.  

 

In  fact  a  senior  official  of  ISRO  had  recently  stated  on  record  that  nearly  70% of  the

upcoming  space  programmes  are  likely  to  go  to  private  players  in  the  Space-Tech

Industry  and   The  estimate  of  the  investment  would  be  $1.5-1.6  Billion  and  there  are

already  about  10  geosynchronous  satellite  launch  vehicles  approved  which  value

approximately  to  $600  million.  The  NewSpace  India  Ltd  has  also  called  for

Expression  of  Interest  from  our  domestic  market  to  make  five  PSLV  rockets.  Having

said  that,  it  is  still  fair  to  say  that  the  challenges  are  there  and  the  new  found  Space-

Tech  industry  in  India  will  have  to  meet  those  challenges  with  the  head  held  high.

DOMAINS FOR PRIVATE INVESTMENT

But  the  question  still  remains:  what  are  the  various  domains  in  Space  Research  and

Technologies  which  are  available  for  Private  investment?  Well  the  answer  is  not

really  complicated.  

 

Satellite Communication:

Most  of  the  satellite-centric  business  is  dominated  by  satellite  communication

sector  and  this  sector  has  the  highest  number  of  public  companies  which

exclusively  deal  in  this  domain.  Technology  like  the  Internet  of  Things,  broadband

services,  broadcast  distribution,  etc.  is  all  provided  by  the  companies  of  this

domain.  Another  option  worth  your  portfolio  would  be  small  satellite  companies

looking  to  provide  for  high  speed  internet  in  low  altitude  areas  to  capture  a

customer  base  of  a  billion  people.



Insurance: 

On  average,  one  in  twenty  rocket  launches  fails.  There  is  an

obnoxiously  high  sum  involved  in  the  launch  of  rockets  for  the

purpose  of  placing  satellites  in  space  and  one  bad  launch  could

spell  the  end  for  the  company.  Not  enough,  some  satellites  also

fail  when  they  reach  orbit.  Let’s  not  forget  the  money  spent  on  the

launch  vehicle  and  to  develop  those  satellites.  What  do  we  do

when  we  want  to  minimize  the  risk  from  future  uncertainties?  We

run  to  an  insurance  company  and  the  same  is  the  case  with  Space-

Tech  companies.  Therefore,  insurance  is  indispensable  for  the

Space-Tech  companies  and  they  purchase  very  expensive

insurance  policies  for  their  launches  making  the  insurance

industry  for  Space-Tech  very  interesting.  As  per  the  research  of

Morgan  Stanley  the  space  insurance  sector  will  grow  by  an

approximate  rate  of  14% ,  from  about  $700  million  to  $800  million

in  the  U.S.  Though  there  are  a  lot  of  entry  and  exit  of  companies  in

this  domain,  yet  it  has  huge  promise  with  it  because  the

technology  is  becoming  more  and  more  reliable  and  the  cost  of

developing  and  launching  the  material  in  space  is  taking  a

continuous  hit  with  every  new  innovation.  There  is  tremendous

potential  in  space  insurance  business.

 

Imagery:

Many  popular  products  like  Google  Maps,  Apple  Maps,  Uber,  etc

heavily  depend  upon  space  imagery.  Space  imagery  has  a  wide

array  of  customers  like  crowd-funding  projects  in  open  streets

maps,  navigation  of  autonomous  vehicles,  taxi  booking  services,

earth  and  ocean  exploring  organisations,  defence  and  emergency

management,  forest  assets  and  operations  management,  etc.  All

these  institutions  can’t  function  without  the  space  imagery  data.

Thus,  another  very  lucrative  domain  in  space  technology  to  invest

in  is  space  imagery.  Though  space  imagery  and  data  processing

have  the  smallest  market  value  and  the  highest  growth  rate,  the

scope  for  the  common  man  to  fetch  good  returns  on  his

investment  in  space  technology  is  over  the  top.

 

Data processing: 

Here  come  the  companies  which  process  the  data  embedded  in

the  space  imagery  and  convert  it  to  useful  information  for  the

government,  software  companies,  construction  companies,  etc.



Without  these  institutions,  the  imagery  data  is  useless  as  it

becomes  immensely  difficult  for  the  organisation  to  compile  the

space  imagery  data  on  their  own  as  it  requires  special  manpower

and  equipment.  These  geospatial-analytics  companies  are  also

one  of  the  biggest  utilizers  of  AI,  in  order  to  make  their  operations

more  efficient.  The  saying,  “Data  is  the  new  oil” perfectly  fits  upon

these  companies.  Some  good  investment  options  here  can  be

Maxar  Technologies  (parent  company  of  Radiant  Solutions,  Digital

Globe,  SSL  and  MDA  and  with  world’s  most  advanced  imaging

satellites’  constellation) and  Airbus  (stock  price  was  only

increasing  from  February  2019  to  January  2020,  presently  this

stock  is  available  for  pennies  due  to  COVID,  thus  the  best  time  to

buy) .

 

Human Flight

After  Virgin  Galactic  becomes  the  first  and  the  only  publicly-traded

company,  commencing  its  venture  to  fly  common  into  space,  they

got  a  reasonably  good  response  on  their  IPO  at  New  York  Stock

Exchange  for  a  technology  this  dicey  and  in  a  matter  of  6  months,

price  of  the  shares  have  gone  up  by  58.33% .   According  to  Tess

Hatch,  the  Vice  President  of  Bessemer  Venture,  “ . . .this  is  just  the

first  step  for  many,  many  other  larger  and  more  significant  space

opportunities.” There  are  two  other  companies  involved  in  the

business  of  space  tourism  namely  Blue  Origin  (owned  by  Jeff

Bezos,  CEO  of  Amazon) and  SpaceX  (owned  by  Elon  Musk,  CEO  of

Tesla  and  SpaceX) ,  but  so  far,  there  is  no  word  in  the  market  of

them  going  public.  Such  investment  options  require  huge

investments  but  have  potential  for  extravagant  returns  in  this

segment  in  India.

 

Defence

This  is  an  arena  where  space  technology  absolutely  shines  in

terms  of  investments.  As  previously  mentioned,  the  government  is

one  of  the  biggest  clients  of  the  space  technology  industry,

pumping  this  sector  with  billions  of  rupees  of  revenue  straight

from  the  defence  budget.  Companies  involved  with  the

government  for  manufacturing  national  security  equipment  earn

around  5  to  20% of  their  revenue  from  the  space  technology

business.  



The  recent  announcement  by  Nirmala  Sitharaman,  the  Finance  Minister  of  India,  it  a

great  initiative  by  the  government  to  demonstrate  opening  of  private  sector  and

private  investment  in  the  Defence  technology  and  with  this  kind  of  support  from  the

Government,  these  sectors  are  likely  to  provide  huge  and  quick  turnaround  times.

WHEN SHOULD YOU INVEST IN SPACE
TECHNOLOGY COMPANIES AND WHAT ARE THE
RISKS INVOLVED?

Any  company  in  space  research  and  technology  faces  the  challenges  of  steep

capital  investment  and  a  great  degree  of  research  and  development  failure  making

commercial  space  ventures  very  risky.  But  according  to  experts,  people  tend  to

invest  in  companies  with  ambitious  future  plans  more  than  companies '  generic

business  model  because  of  the  higher  plausibility  of  windfall  gains.  But  according

to  many  business  experts,  space  technology  companies  give  identical  returns  as  the

software  companies.  It’s  a  long  term  investment,  approx  10  to  15  years  with  great

returns.  We  can’t  deny  the  fact  that  the  space  programs  of  many  companies  are  tied

to  military  and  other  government  expenditures,  thus  comes  the  proposition  of

“space  revenue=defence  revenue” ,  meaning  the  earning  sources  of  space

companies  is  a  lot  more  reliable  as  having  the  government  as  your  client  ensures  a

healthy  revenue  stream  unlike  many  other  options.

 

Before,  it  required  millions  and  billions  of  dollars  in  order  to  enter  into  the  space

technology  business.  For  example,  let’s  take  earth  imagery.  But  with  the  rise  of

launch  providers  like  Rocket  Lab,  SpaceX,  Blue  Origin,  the  cost  of  launching

material  in  space  has  taken  a  substantial  dip  and  complemented  with  cheap

development  costs,  for  the  past  few  decades.  Thus,  several  start-ups  in  India  may

not  require  billions  of  dollars  as  investments  and  ordinarily  have  a  shorter  turn-

around  time  for  returns  on  your  investments.  

 

Whether  you  are  venture  capitalist  or  a  investor,  investing  in  space  technology  can

be  directly  through  purchase  of  shares  in  the  companies  but  requires  certain

caution  i .e.  only  after  your  researching  and  vetting  (i) the  legal  compliance,  (ii)

insurance,  (iii) technological  applicability  and  (iv) financial  statements  of  these

Space-Tech  companies.  You  should  invest  in  this  industry  if  you  are  looking  to  make

long-term  investments  with  huge  financial  opportunities  and  returns  in  next  10  to  15

years  and  have  sufficient  funds  with  you  to  sustain  until  then.  



As  mentioned  before,  most  space  activities  were  government  driven  and  the  lack  of

space  law  was  seen  as  a  hindrance  to  for  private  Space-Tech  companies  from  full

participation  in  the  industry.  India  has  come  out  with  a  draft  space  activities  Bill  in

2017  focused  on  allowing  private  players  to  build  satellites,  rockets  and  space

vehicles  for  domestic  and  global  needs  and  the  enabling  law  will  soon  give

confidence  to  Space-Tech  companies  to  take  risks  and  invest  in  space  activities  in

India.  However,  until  such  law  is  brought  in  force  (and  probably  even  thereafter) it  is

important  that  you  conduct  a  due  diligence  and  draft,  structure,  strategize  and

negotiate  a  wide  variety  of  legally  complex  documents  including  strategic  joint

ventures,  licensing  and  distribution  agreements,  launch  vehicle  agreements,

capacity  leases,  insurance  agreements,  etc.  

It  would  be  a  wise  decision  to  go  with  a  VC  fund  in  the  beginning  to  avail  the

opportunity  to  observe  and  understand  the  industry  closely  and  minimize  the  risk  of

loss  as  VC  funds  invest  your  money  in  various  places  to  balance  out  the  plausible

losses.

CONCLUSION

If  you  would  like  to  give  feedback  about  this  article,  know  more  about  this  emerging

area  or  or  be  acquainted  with  our  practices  and  service  offerings,  please  contact:
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