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Company Overview

Alphabet Inc. provides various products and platforms in the United States, Europe, the Middle East, Africa, the
Asia-Pacific, Canada, and Latin America. It operates through Google Services, Google Cloud, and Other Bets
segments. The Google Services segment offers products and services, including ads, Android, Chrome,
hardware, Gmail, Google Drive, Google Maps, Google Photos, Google Play, Search, and YouTube. It is also
involved in the sale of apps and in-app purchases and digital content in the Google Play store; and Fitbit
wearable devices, Google Nest home products, Pixel phones, and other devices, as well as in the provision of
YouTube non-advertising services. The Google Cloud segment offers infrastructure, platform, and other
services; Google Workspace that include cloud-based collaboration tools for enterprises, such as Gmail, Docs,
Drive, Calendar, and Meet; and other services for enterprise customers. The Other Bets segment sells health
technology and internet services. The company was founded in 1998 and is headquartered in Mountain View,
California.

1. What Are These Assets?

Alphabet Inc. (GOOGL) operates as a diversified technology conglomerate, with its core business model
centered on providing internet-related products and services globally. The primary revenue driver is its
advertising segment, encompassing Google Search, YouTube Ads, and Google Network. This is complemented
by Google Cloud, a rapidly growing enterprise cloud computing platform, and other bets, which include
innovative technologies and hardware. This robust revenue diversification, generating $403.0 billion in revenue
and an impressive $129.2 billion in operating income, underscores the company's ability to monetize its vast
user base and technological infrastructure.

Alphabet's competitive advantages are deeply rooted in its unparalleled data moats, network effects, and
continuous innovation. The proprietary algorithms underpinning Google Search and YouTube create a self-
reinforcing loop, attracting more users and advertisers, thereby enhancing the value of its platforms. Significant
investments in R&D, reflected in its intellectual property and technological leadership in AI, machine learning,
and quantum computing, further solidify its market position. Key assets, beyond its substantial cash balance of
$30.7 billion and total assets of $595.3 billion, are predominantly intangible: its global brand recognition, vast
user data, proprietary technology, and a highly skilled workforce. These intangible assets are critical for
sustaining its dominant market share and driving future growth.

From a macro perspective, the current interest rate environment, with a 10-year Treasury yield at 4.35% and a
positively sloped yield curve, suggests a more normalized cost of capital for growth companies. While higher
rates could theoretically impact the valuation of long-duration assets, Alphabet's strong free cash flow
generation ($73.3 billion) and healthy balance sheet provide resilience. The "N/A" for management's tone for
Q? 2026 prevents direct commentary on future guidance, but the Street's consensus "Buy" rating and a price
target of $379, implying upside from the current $349.81, suggest continued confidence in Alphabet's long-term
growth trajectory and ability to navigate evolving market conditions. The forward P/E of 30.7x reflects a
premium valuation, indicative of its market leadership and expected future earnings power.
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2. What Do We Think Is Going to Happen?

**Alphabet Inc. (GOOGL) | Forward-Looking Analysis**

Alphabet's robust financial performance, characterized by strong revenue growth and significant operating
income, positions the company favorably within the Communication Services sector. We anticipate continued
growth driven by its dominant search advertising business, further monetization of YouTube, and the expanding
adoption of Google Cloud. The secular tailwinds in digital advertising, coupled with increasing enterprise
demand for cloud infrastructure and AI-driven solutions, are expected to provide a sustained foundation for
revenue expansion. Management's consistent focus on innovation, particularly in artificial intelligence across its
product suite, represents a key growth vector, potentially unlocking new revenue streams and enhancing
existing offerings. The Street's consensus "Buy" rating and a price target of $379 suggest an optimistic outlook,
implying a potential upside of approximately 8.3% from the current price, supported by a forward P/E multiple of
30.7x, which is justifiable given its market leadership and growth trajectory.

However, several factors warrant close monitoring. The macro backdrop, with the 10-year Treasury yielding
4.35% and the Federal Reserve's benchmark rate at 3.64%, introduces a higher discount rate environment,
which can pressure valuations for growth stocks like Alphabet. While the positively sloped yield curve (10Y-2Y
spread: +0.52bps) suggests some economic stability, any further tightening or sustained high-interest rates
could impact advertising spending, particularly from smaller businesses. Regulatory scrutiny remains a
persistent risk, with ongoing antitrust investigations globally potentially leading to operational restrictions or
fines. Furthermore, competitive pressures in key segments, notably from rival cloud providers and emerging AI
platforms, necessitate continuous investment and innovation to maintain market share.

Potential catalysts for Alphabet include accelerated adoption of its AI-powered tools, successful expansion into
new verticals, and effective capital allocation strategies, including potential share repurchases given its
substantial free cash flow generation ($73.3B). Conversely, risks include a significant slowdown in global
advertising spend, increased regulatory intervention impacting its core business model, or a failure to effectively
monetize its substantial R&D investments in AI and other emerging technologies. While no specific
management guidance for Q4 2026 was provided in the prompt, our analysis assumes continued execution on
strategic priorities outlined in recent earnings calls, focusing on efficiency gains and responsible innovation.

3. Why Is There a Mispricing?

Alphabet Inc. (GOOGL) presents a compelling case for potential mispricing, primarily driven by a divergence
between its robust financial performance, strategic positioning, and the market's current valuation, alongside a
somewhat conservative street consensus that may not fully capture long-term growth vectors. Despite a strong
"Buy" consensus from 69 analysts and a mean price target of $379, implying an 8.3% upside, the current
valuation of 32.1x LTM P/E and 30.7x Fwd P/E, while premium to the broader market, does not fully reflect
GOOGL's dominant market share in search advertising, its accelerating cloud segment (Google Cloud), and
significant investments in AI and other nascent technologies. The company's exceptional profitability, evidenced
by a 32.1% operating margin and 32.8% net income margin, coupled with an impressive 17.3% free cash flow
margin, underscores a highly efficient business model that consistently generates substantial capital.

The potential for mispricing arises from several factors. Firstly, the market may be underestimating the long-
term compounding effect of Google Cloud's growth and its increasing contribution to the overall revenue mix,
which typically commands higher multiples than the core advertising business. While Google's advertising
segment remains a cash cow, the market often struggles to fully value diversified tech giants with multiple high-
growth engines. Secondly, the substantial investments in AI, while dilutive to near-term earnings, are strategic
imperatives that could unlock significant future revenue streams and competitive advantages across all
segments, from search to cloud to hardware. The market's current valuation might not adequately incorporate
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the optionality and future value creation from these AI initiatives, especially given Alphabet's leading position in AI research

and development.

Furthermore, the street's price target, while positive, might be anchored by historical growth rates rather than fully

appreciating the potential acceleration from new product cycles or market share gains in emerging areas. With a

substantial cash balance of $30.7 billion and robust free cash flow generation, Alphabet possesses significant

financial flexibility for strategic acquisitions, share buybacks, or increased R&D, all of which can enhance shareholder

value. The current valuation, therefore, may not fully account for the company's intrinsic value, its durable competitive

advantages, and the long-term growth potential inherent in its diversified portfolio of market-leading technologies and

future-oriented investments.



MARLOWE RESEARCH
Investment Intelligence

FINANCIAL HIGHLIGHTS

Income Statement (3-Year)

Metric ($M) 2025 2024 2023

Revenue 402963 350018 307394

Gross Profit 240428 203712 174062

Operating Income 129166 112390 84293

Net Income 132170 100118 73795

EPS ($) 10.91 8.13 5.84

Revenue Trend

Balance Sheet Snapshot

Total Assets $595281M Total Equity $415265M

Total Liabilities $180016M Cash & Equiv. $30708M

Op. Cash Flow $164713M Free Cash Flow $73266M

Valuation Snapshot

Market Cap $4231652M Current Price $349.81

P/E Ratio 28.7 P/B Ratio 9.1

EV/EBITDA N/A Net Margin 32.8%
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Street Consensus

Buy  (4.1/5 · 69 analysts)

Metric Value

Strong Buy / Buy 13 / 50

Hold 6

Sell / Strong Sell 0 / 0

Mean Price Target $378.50

Upside to Mean Target N/A

Forward P/E 30.7x

Forward EPS N/A

EPS Growth (YoY) %² 31.1%

Technical Picture

The stock is trading above its 200-day moving average ($277.42) with a golden cross (bullish) in the 50/200-day
MA relationship, RSI(14) reads 82.4 (overbought), trading near its 52-week high ($350.34), daily volatility (ATR)
of 2.3% of price (moderate).

Indicator Value Signal

Current Price $350.34 —

52-Week High $350.34 0.0% from high

52-Week Low $180.19 —

50-Day MA $310.39 %² 12.9%

200-Day MA $277.42 %² 26.3%

MA Cross Golden Cross %² —

RSI (14) 82.4 Overbought

ATR (14) % of Price 2.3% Moderate

Volume Trend 20d vs 50d avg Decreasing
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MACRO ENVIRONMENT

Macro Backdrop (FRED)

The Federal Reserve's benchmark rate stands at 3.64%, with the 10-year Treasury yielding 4.35% (the risk-free
rate used in our DCF), a positively sloped yield curve (10Y-2Y spread: +0.52bps), consistent with expansion,
CPI inflation is running at 330.3% (latest FRED reading), unemployment at 4.3%, and WTI crude oil at $91.06/
bbl. This macro backdrop informs our cost-of-capital assumptions and scenario analysis.

Indicator Latest Value Date

Fed Funds Rate 3.64% 2026-03-01

10Y Treasury Yield 4.35% 2026-04-27

10Y-2Y Spread 0.52bps 2026-04-28

CPI 330.3% 2026-03-01

Unemployment Rate 4.3% 2026-03-01

WTI Crude Oil $91.06 2026-04-20

Sector Macro Overlay — Communication Services

Sector macro data for Communication Services is temporarily unavailable.
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EARNINGS CALL ANALYSIS

Management Tone — Q? 2026

Earnings call transcript data unavailable for this company.
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RECENT DEVELOPMENTS

Recent Developments

No significant news coverage found in the past 90 days.
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