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We recommend initiating a 3% long position in Alphabet Inc. (GOOG) at
its current price of $342.32. Our conviction stems from Alphabet's robust
market leadership in digital advertising, accelerating growth in Google
Cloud, and strategic investments in Al, which we believe are currently
undervalued by the market.

Our internal Marlowe price target for GOOG is $385.00, representing an 12.45% upside from the
current price. This aligns closely with the Finnhub consensus median price target of $382.53 and

the mean of $363.42, which implies a potential 7-11% upside according to analyst reports.
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Recommendation

Recommendation

e recommend initiating a 3% long position in Alphabet Inc. (GOOG) at its current price of

$342.32. Our conviction stems from Alphabet's robust market leadership in digital
advertising, accelerating growth in Google Cloud, and strategic investments in AI, which we
believe are currently undervalued by the market. While a precise DCF model is beyond the
scope of this memo, the significant premium of current EV/FCFF (44.1x) relative to its 3-year
median (27.9x) suggests a stretched valuation on a historical basis. However, this is largely
offset by the company's strong FCF generation ($73.27B TTM) and exceptional balance sheet
strength, as evidenced by interest coverage ratios of 216.8x (unadjusted) and 134.88x (adjusted),
even after a substantial increase in debt to $51.04 billion in 2025. Given the company's strong
fundamentals and growth prospects, a Z-Score or Piotroski score would likely indicate financial
health, though these specific metrics were not provided in the primary research. The overall
news sentiment, with a composite score of 0.269 (Somewhat-Bullish) from 41 bullish and 7
neutral articles out of 50, further supports a positive outlook, highlighting themes such as Al

partnerships and earnings potential.

Our internal Marlowe price target for GOOG is $385.00, representing an 12.45% upside from the
current price. This aligns closely with the Finnhub consensus median price target of $382.53
and the mean of $363.42, which implies a potential 7-11% upside according to analyst reports.
Based on these targets and considering the company's projected 12-17% annual EPS growth to
2027, we project an expected Internal Rate of Return (IRR) of approximately 15-20% over a 2-3
year horizon, assuming continued execution in AI and Cloud. Key risks to this thesis include the
ongoing U.S. DOJ antitrust case, particularly the potential for a forced divestiture of Chrome or
termination of default search deals, and the implementation of digital services taxes in Europe,
such as Germany's proposed 10% tax. Additionally, the substantial 2026 capex of $175-185 billion
for AI infrastructure could pressure margins if not efficiently deployed, and increased

competition from rivals like OpenAl in the Al search space poses an execution risk.
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From a macroeconomic perspective, the current environment presents a mixed but generally
supportive backdrop for growth-oriented technology companies. While Real GDP Growth has
decelerated to 0.5% (from 4.4%), indicating some economic cooling, the Federal Funds Rate
remains stable at 3.64%, and the 10-Year Treasury Yield at 4.34% suggests a normalized interest
rate environment. The positive yield curve spread of 0.51 (10Y-2Y) points to an expansionary
phase, which typically favors corporate investment and innovation. Although CPI Inflation
(YoY) has risen to 3.29% (from 2.43%), potentially impacting consumer spending, Alphabet's
diversified revenue streams and essential services mitigate some of this risk. Consumer
Sentiment, though slightly down at 53.3, is not in freefall, and retail sales remain robust at
$651,843M. We believe Alphabet's strong competitive position and Al-driven growth initiatives

position it well to navigate these macroeconomic currents and deliver attractive returns.

Summary Financials (Base Case)

METRIC TREND 2018 2019 2020 2021 2022 2023 2024 2025
Revenue / 136.8B 161.9B 182.5B 257.6B 282.8B 307.4B 350.0B 403 .0B
Rev Growth = 79.3% 64.7% 88.3% 74.7% 68.4% 35.9% 42 .5%

Gross Margin - = - = - - - -

EBITDA _/\_/ 44 .1B 51.5B 61.9B 103 .5B 85.2B 98.0B 135.4B 180.0B
EBITDA Margin 32.2% 31.8% 33.9% 40.2% 30.1% 31.9% 38.7% 44.7%
Net Income __/\/ 30.7B 34.3B 40.3B 76 .0B 60.0B 73.8B 100.1B 132.2B
EPS 2.21 2.48 2.96 5.69 4.59 5.84 8.13 10.91
Free Cash Flow /\/_‘ 22.8B 31.0B 42 .8B 67.0B 60.0B 69.5B 72.8B 73.3B
Net Debt -12.7B -2.5B 307M 7.5B 7.8B 3.1B 2.0B 28.6B
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-15% -8%
IRR IRR

PT: $239.62 - Return: -30% PT: $290.97 - Return: -15%

18% 32%

IRR IRR

PT: $479.25 - Return: 40% PT: $650.41 - Return: 90%

Annotated Stock Chart

Annotated Stock Chart: Alphabet Inc. (GOOG)
H ere are key events and their impact on Alphabet's stock performance:

1. 2026-04-25 (+X%) News reports indicated Google's potential investment of up to $40 billion in
Anthropic, signaling a significant commitment to AI development and a strategic move to
secure compute capacity. This news, coupled with Google Cloud's announcement that 75% of its
customers use Al and CEO Sundar Pichai targeting $175B-$185B in CapEx, likely bolstered
investor confidence in GOOG's Al strategy and future growth prospects. 2. 2026-04-25 (+X%)
Multiple sources highlighted Alphabet's aggressive stance in the AI space, with headlines like
"Alphabet Is Getting Ready For War" and "Google Could Supercharge This Artificial Intelligence
(AI) Stock." This narrative suggests a proactive and dominant role for Google in the burgeoning
Al market, potentially driving positive sentiment. 3. 2026-04-25 (+X%) The strong bullish
sentiment from Alpha Vantage NLP (Score 0.269, 41 bullish out of 50 articles) on this date
indicates widespread positive coverage and investor optimism regarding Alphabet's recent
developments and future outlook, particularly in AI. 4. (Date of Q4 2025 Earnings Release)
(xX%) Investors reacted to Alphabet's Q4 2025 earnings report. The stock movement would
depend on whether the company beat or missed analyst expectations for revenue and EPS, and

more importantly, the forward guidance provided for Q1 2026 and the full year, especially
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concerning advertising revenue and AI investments. 5. (Date of Q3 2025 Earnings Release)
(¥X%) The market responded to Alphabet's Q3 2025 financial results. Key drivers for stock
movement would include the performance of Google Search, YouTube ads, and Google Cloud,
along with any updates on cost management or Al product monetization. 6. (Date of Q2 2025
Earnings Release) (+X%) Alphabet's Q2 2025 earnings report would have influenced the stock.
Investor focus would likely be on the growth trajectory of its core advertising business, the
profitability of Google Cloud, and the pace of AI integration across its product suite. 7. (Date of
Q1 2025 Earnings Release) (+X%) The stock moved in response to Alphabet's Q1 2025 earnings.
Performance relative to consensus estimates, particularly in key segments like Search and
Cloud, and any commentary on macro advertising trends or competitive pressures in Al, would
have dictated the market's reaction. 8. (Approx. Early 2026) (+X%) General market sentiment or
sector-specific news related to the broader technology or advertising industry could have
impacted GOOG. For example, concerns about regulatory scrutiny, changes in digital
advertising spend, or shifts in AI competitive landscape could cause volatility. 9. (Approx. Late
2025) (+X%) Any significant product launches or strategic partnerships announced by Alphabet
that were not directly tied to earnings could have generated stock movement. For instance, a
major Al model release or a new enterprise cloud deal could be perceived positively. 10.
(Approx. Mid-2025) (+X%) Analyst rating changes or price target adjustments from major
investment banks would typically cause short-term stock fluctuations. A series of upgrades or

downgrades, particularly from influential firms, could shift investor perception.

Technical Snapshot: Alphabet (GOOG) is currently exhibiting a somewhat bullish sentiment
based on recent NLP analysis. To provide a precise technical snapshot, we would need real-time
data for RSI, MACD, and moving averages. However, generally, investors would monitor the 14-
day Relative Strength Index (RSI) to gauge overbought or oversold conditions, the Moving
Average Convergence Divergence (MACD) signal line crossing for momentum shifts, and the
stock's position relative to its 50-day and 200-day simple moving averages to identify short-term
and long-term trends. Comparing GOOG's current valuation multiples to its historical range
since its 2004 IPO (which saw a 135x multiplier from its IPO price of $0.08 to a latest price of
$263.99, indicating substantial long-term growth) would provide context on whether the stock is
trading at a premium or discount relative to its own history. Given the aggressive Al
investments and positive sentiment, the stock might be trading towards the higher end of its

historical valuation range, reflecting future growth expectations.
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Conclusions — Why Would We Buy This Company?

Conclusions — Why Would We Buy This Company?

1. What Are These Assels?

Alphabet Inc. (GOOG) represents a rare collection of digital assets, characterized by a
formidable competitive moat and an unparalleled ability to generate and sustain high-quality
earnings. The company's business quality is underpinned by its dominant positions across
multiple critical internet services, including search, advertising, cloud computing, and video.
Google Search, with its psychological switching costs and network effects, continues to capture
user trust by delivering superior information at speed. This user base, in turn, attracts
advertisers, creating a powerful, self-reinforcing loop that solidifies its market leadership.
B eyond search, Google Cloud Platform (GCP) is a rapidly growing enterprise solution, holding
over 10% market share in the public cloud space. The high switching costs associated with
migrating complex infrastructure from GCP, coupled with its robust AI capabilities and
substantial $155 billion revenue backlog, underscore its strategic importance and future growth
potential. Furthermore, Alphabet's seven platforms, each serving over 2 billion users,
demonstrate an embedded presence and scale advantages that are virtually impossible for
competitors to replicate. These assets, supported by massive investments in AI R&D and
proprietary hardware like the Ironwood TPUv7, ensure that Alphabet maintains a technological

edge and continues to innovate at a pace unmatched by most.

2. What Will Happen?

Our investment thesis for Alphabet is predicated on its continued ability to monetize its vast
user base through Al-enhanced services, drive significant growth in its enterprise cloud
segment, and strategically scale its "Other Bets" for future value creation. We expect Google
Cloud to remain a primary organic growth driver, fueled by increasing enterprise Al workloads
and multi-cloud adoption, as evidenced by its 34% YoY growth in Q3 2025 and an 82% YoY
increase in its revenue backlog. The integration of Gemini across Search, YouTube, and
Workspace will enhance user engagement and advertising effectiveness, maintaining strong

monetization rates even as AI Overviews become more prevalent.
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We anticipate sustained revenue growth, with consensus estimates projecting $470.93 billion for
full-year 2026, representing a 16.9% YoY increase. This growth will be supported by product
launches such as Gemini 3 and the deployment of Ironwood TPUvV7 custom chips, which will
reduce reliance on external vendors and provide a competitive advantage in AI compute.
Furthermore, the scaling of "Other Bets" like Waymo, which completed 4 million rides last year
and is seeking $100 billion in valuation funding, provides optionality and long-term upside that
is not fully priced into the current valuation. We believe these catalysts will drive strong Free

Cash Flow generation and shareholder value over the next 2-3 years.

3. Why Is There a Mispricing?

We believe the market is currently undervaluing Alphabet due to a combination of regulatory
overhangs and concerns regarding significant capital expenditures. The ongoing U.S. DOJ
antitrust case and the implementation of the EU AI Act are creating uncertainty, leading some
investors to discount Alphabet's future earnings power. Additionally, the planned $175-$185
billion in Al infrastructure capex for 2026, while strategically vital, is perceived by some as a
drag on near-term margins and profitability.

However, we view these as temporary headwinds that obscure the underlying strength and
growth trajectory of the business. The "Somewhat-Bullish" NLP news sentiment score of 0.269,
with 41 bullish articles against only 2 bearish, suggests a generally positive outlook that is not
fully reflected in the current valuation multiples. The presence of notable institutional investors
such as Berkshire Hathaway, Bridgewater Associates, and Citadel Advisors, despite the
perceived risks, signals a sophisticated belief in Alphabet's long-term value. This institutional
confidence, coupled with analyst consensus targets implying 7-11% upside, indicates a clear

mispricing opportunity for long-term oriented investors.

4. Valuation

Alphabet's current valuation metrics present an attractive entry point, especially when
considering its industry leadership and growth prospects. While the current EV/EBITDA of 0.2x
and FCF yield of Infinity% are clearly anomalous data points that suggest a significant data
error in the provided key financial data, we will rely on the primary source research for a more

accurate assessment. The trailing EV/EBITDA multiple ranges from 21.4x-27.3x, and the P/E
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multiple from 25.1x-30.8x. While these are above historical averages (3-year median EV/FCFF of
27.9%, 5-year average EV/EBITDA of 18.5x), the premium is justified by Alphabet's accelerating
growth in high-margin segments like Google Cloud and its Al leadership.

Comparing Alphabet to its closest public comp, Meta Platforms, we see that Alphabet's trailing
EV/FCFF of 44.1x is higher than Meta's 28.8x, and its P/E of 25x is comparable to Meta's 22.4x.
However, Alphabet's broader diversified portfolio, superior R&D capabilities, and stronger
competitive moats across multiple segments warrant a premium. The current stock price
implies an EV/FCFF of 44.1x, but if it were to revert to its 3-year average of 27.9x%, it would imply
a significant downside. We believe this reversion is unlikely given the current growth trajectory
and Al-driven tailwinds. The market is not fully appreciating the long-term Free Cash Flow
generation potential, which, if normalized, would make the FCF yield significantly more

attractive.

5. Key Risks

While we are bullish on Alphabet, we acknowledge several critical risks that could materially
impact our investment thesis. The foremost risk is the potential for forced divestiture of the
Chrome browser as a remedy in the ongoing U.S. DOJ antitrust case. Such an outcome, or the
termination of multi-billion dollar default search deals with Apple, could significantly erode
Google's search monopoly, data access, and overall market dominance, fundamentally altering
its competitive landscape.

Secondly, Al-driven erosion of search dominance poses a long-term threat. While Alphabet is
investing heavily in Al, emerging competitors like OpenAl, potentially leveraging Chrome's data
if mandated by DOJ remedies, could build alternative search experiences that challenge
Google's core business. This shift could lead to a substantial loss of market share and advertising
revenue, as some estimates suggest ChatGPT/AI search represents a $148 billion competitive

threat.

Finally, increasing regulatory burdens and taxation, exemplified by Germany's proposed 10%
digital services tax, represents a significant risk to profitability. Similar taxes in other major
markets could cumulatively slash Alphabet's international margins and signal a broader trend
of governments seeking to extract more revenue from large tech companies. While ESG scores
are not available, potential issues related to data privacy, content moderation, and labor

practices could also attract further regulatory scrutiny and financial penalties.
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6. Macro Backdrop

The current macroeconomic environment, as of April 2026, presents a mixed but generally
supportive backdrop for Alphabet's continued growth. The U.S. economy shows signs of
normalization, with Real GDP Growth Rate at 0.5% (down from 4.4%), CPI Inflation at 3.29% (up
from 2.43%), and an Unemployment Rate of 4.3%. The Federal Funds Rate at 3.64% and a
normal yield curve spread (10Y-2Y at 0.51) indicate an expansionary, albeit moderating,
economic environment. This stability is generally favorable for advertising spending,
Alphabet's primary revenue driver.

Alphabet's business exhibits low cyclicality, demonstrating resilience even during economic
downturns, as evidenced by sustained revenue growth through the 2008-2009 financial crisis
and accelerated growth in 2020. While consumer sentiment has slightly declined (U. Michigan at
53.3), retail sales remain robust at $651,843 million. This suggests that consumer spending, and
by extension, advertiser demand, should remain healthy. The significant investments in Al
infrastructure, while costly, are being made in an environment where capital is still relatively
accessible, allowing Alphabet to solidify its long-term competitive position against a backdrop

of moderate economic expansion.

Upcoming Events

Upcoming Events: Alphabet Inc. (GOOG)

s a senior equity analyst at Marlowe, we are closely monitoring several key developments

for Alphabet Inc. While specific earnings dates for upcoming quarters are not yet publicly
available, investors should anticipate the Q2 2026 earnings release in late July, followed by Q3
2026 in late October, and Q4 2026/Full Year 2026 results in late January/early February 2027. For
each release, attention will be focused on advertising revenue growth across Google Search and
YouTube, the performance and profitability of Google Cloud, and the ongoing investment and
monetization strategies for Artificial Intelligence (AI) initiatives. Given the recent news context,
particularly the sentiment that "Alphabet Is Getting Ready For War" and its potential to
"Supercharge This Artificial Intelligence (AI) Stock," we expect significant commentary around

competitive positioning in Al, new product launches, and strategic partnerships.
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Over the next 12 months, key catalysts to monitor include further advancements and
widespread adoption of Google's AI models (e.g., Gemini, AlphaFold), any significant regulatory
decisions impacting its search or advertising business, and potential M&A activities aimed at
bolstering its AI capabilities or expanding market reach. The market will be particularly
sensitive to updates on how Alphabet plans to integrate and monetize its Al innovations across

its core products to drive sustained growth and fend off increasing competition.

Key Dates to Monitor: * Late July 2026: Anticipated Q2 2026 Earnings Release * Late October
2026: Anticipated Q3 2026 Earnings Release * Late January/Early February 2027: Anticipated Q4
2026 & Full Year 2026 Earnings Release

Earnings Call Commentary

Q4 FY2025 - February 4, 2026 - 13 speakers 100 transcript segment

The management tone is highly optimistic and confident, evidenced by Sundar Pichai's repeated
use of terms like 'tremendous quarter, 'great momentum, 'unrivaled infrastructure, and

'fantastic year.' There is a strong emphasis on the success and future potential of Al investments.

Alphabet anticipates 2026 CapEx investments to be in the range of $175 billion to $185 billion to
meet customer demand and capitalize on growing opportunities. The CFO mentions providing
an outlook for the first quarter and full year, but the specific details are not included in this

transcript excerpt.

"Overall, we are seeing our Al investments and infrastructure drive revenue and growth across the board. To meet
customer demand and capitalize on the growing opportunities ahead of us, our 2026 CapEx investments are anticipated

to be in the range of $175 to $185 billion."

— Sundar Pichai, Chief Executive Officer - AI Investment and CapEx Guidance - bullish

"We were able to lower Gemini serving unit costs by 78% over 2025 through model optimizations, efficiency, and

utilization improvements."

— Sundar Pichai, Chief Executive Officer - AI Efficiency Improvements - bullish
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"Our first party models like Gemini now process over 10 billion tokens per minute via direct API used by our customers, up
from 7 billion last quarter."

— Sundar Pichai, Chief Executive Officer - Gemini Adoption and Usage - bullish

"In Q4, revenue from products built on our generative AI models grew nearly 400% year over year, significantly

accelerating from the prior quarter."

— Sundar Pichai, Chief Executive Officer - Generative AI Revenue Growth - bullish

"Waymo will soon expand its service to multiple cities across the US and in the UK and Japan."

— Sundar Pichai, Chief Executive Officer - Waymo Expansion - bullish

Scaling AI investments and infrastructure across all products and platforms
* Expanding Gemini's reach and capabilities across consumer and enterprise applications

¢ Driving revenue and growth through Al-powered products and services in Search, Cloud, and

YouTube
* Deepening customer relationships and increasing monetization levers in Google Cloud

* Expanding Waymo's autonomous driving service territory

Suggested Follow-Up & Appendices

H ere are 15 specific, probing questions for Alphabet's management call, referencing your

research:

BUSINESS MODEL QUESTIONS

1. Context: Google Services revenue grew 14% YoY in Q3 2025, but the full year 2024 increase
was $37.8 billion. Question: Given the $37.8 billion year-over-year increase in Google Services
revenue for full-year 2024, and the 14% YoY growth in Q3 2025, could you elaborate on the
relative contributions of Search, YouTube ads, and other services like Google Play and devices to
this growth, and how you see these segments trending into 2027? 2. Context: Google Cloud
achieved 34% YoY growth in Q3 2025, and Vertex Al deals are listed as a near-term catalyst.
Question: With Google Cloud growing at 34% YoY in Q3 2025 and Vertex AI deals highlighted as a
key catalyst, what is the current mix of revenue within Cloud between infrastructure (IaaS),

platform (PaaS), and software (SaaS) offerings, and how are the Vertex AI deals specifically
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impacting the growth trajectory and deal sizes for the PaaS/SaaS components? 3. Context: The
"Other Bets" segment is for experimental ventures. Question: Considering the strategic
importance of Waymo scaling as a catalyst, what specific milestones or financial targets are you
tracking for Waymo's contribution to the "Other Bets" segment, and when do you anticipate it

could transition from a pure investment to a material revenue driver for Alphabet?

CAPITAL ALLOCATION QUESTIONS

4. Context: Total debt outstanding is $51,043 million as of December 31, 2025, with long-term
debt increasing substantially from $10,883 million. Question: Given the substantial increase in
long-term debt to $46,547 million as of December 31, 2025, up from $10,883 million previously,
could management provide more color on the primary uses of this additional capital, and
whether this signals a shift in your preferred financing strategy for future investments or share
repurchases? 5. Context: Insider selling totaled $232.5 million net value, with no insider buys,
and a high volume of sales from individuals like John L. Hennessy. Question: With $232.5
million in net insider selling and no insider buys reported, including multiple sales from John
L. Hennessy in April 2026, how should investors interpret this activity in the context of
Alphabet's overall capital allocation strategy, particularly regarding your confidence in the
current stock valuation and potential for future buybacks? 6. Context: Alphabet's FCF yield is
2.21% (TTM FCF $59B-$73.3B). Question: With a trailing FCF yield of 2.21% and TTM FCF
between $59 billion and $73.3 billion, how are you balancing reinvestment opportunities,
particularly in AI initiatives like Gemini and Vertex AI, against potential capital returns to
shareholders, and what FCF generation are you targeting to sustain these investments and

returns?

COMPETITIVE DYNAMICS

7. Context: Gemini model expansions are a key catalyst, and the EU AI Act implementation is
expected by August 2026. Question: As Gemini model expansions continue and with the EU AI
Act set for implementation by August 2026, how do you anticipate these regulatory
developments will impact your competitive positioning and market share in the rapidly
evolving generative Al space, especially compared to rivals who may have different compliance
burdens or market penetration? 8. Context: Google Services (primarily advertising) is the largest
segment, and the DOJ antitrust appeals are ongoing. Question: With the U.S. DOJ antitrust
appeals still pending, how is Alphabet preparing for potential outcomes that could impact the

competitive landscape for your core Google Services advertising business, and what strategies
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are in place to maintain market share and pricing power regardless of the ruling? 9. Context:
Google Cloud is growing at 34% YoY, competing in a highly contested market. Question: While
Google Cloud's 34% YoY growth in Q3 2025 is strong, how are you seeing the competitive
intensity from AWS and Azure evolve, particularly in areas like sovereign cloud requirements,
specialized Al infrastructure, and enterprise migration deals, and what specific advantages are

you leveraging to win new Vertex Al deals?

MARGIN & PROFITABILITY

10. Context: Alphabet's EBITDA Margin is 44.7%, and full-year 2026 consensus revenue is
$470.93B (+16.9% YoY). Question: With a current EBITDA margin of 44.7% and consensus
revenue growth of 16.9% for full-year 2026, what are the primary drivers for potential margin
expansion or contraction in the coming year, particularly as you scale Al investments within
Google Services and Cloud, and how will the cost structure changes associated with these
investments impact your operating leverage? 11. Context: Google Cloud's rapid growth (34%
YoY) and the significant increase in long-term debt. Question: As Google Cloud continues its
rapid 34% YoY growth, and considering the substantial increase in long-term debt, how are you
managing the infrastructure and operational costs associated with this expansion, and what is
your outlook for Cloud's segment operating margin contribution to overall Alphabet
profitability in the next 12-18 months? 12. Context: Full-year 2026 consensus EPS is $11.55, and
the P/E is 25.1x-30.8x trailing, 23.8x forward. Question: Given the full-year 2026 consensus EPS
of $11.55 and a forward P/E of 23.8x, what are the key factors that could lead to upside or
downside deviation from this EPS target, specifically regarding the efficiency of your Al

investments and potential changes in your effective tax rate or share count?

FORWARD-LOOKING

13. Context: Q2 2026 earnings are expected in late July 2026, with updates on AI-driven Search
usage and Cloud growth. Question: Ahead of Q2 2026 earnings in late July, what specific metrics
beyond revenue growth, such as user engagement, query volume, or monetization rates for Al-
driven Search features, should investors be tracking to gauge the success and future potential of
your Gemini expansions and other AI integrations within Google Services? 14. Context: The EU
AT Act implementation by August 2026 and U.S. DOJ antitrust appeals. Question: Beyond the
immediate impact of the EU AI Act and U.S. DOJ appeals, what are the next significant
regulatory or legislative developments globally that Alphabet is closely monitoring, and how

might these influence your strategic pivots or product roadmaps for both Google Services and
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Cloud in the 2027-2028 timeframe? 15. Context: Full-year 2026 consensus revenue is $470.93B
(+16.9% YoY), and EPS is $11.55. Question: Considering the consensus full-year 2026 revenue
target of $470.93 billion and EPS of $11.55, what are the management's key assumptions
regarding macroeconomic conditions, advertising spend trends, and the pace of enterprise
digital transformation that underpin this guidance, and what are the primary risks to achieving

these targets?

The Marlowe Checklist

% structured interrogation of every material dimension of the investment case.
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BUSINESS OVERVIEW

What does the company do, and what are its primary revenue streams?

Alphabet Inc. operates as a global technology conglomerate, primarily generating revenue through its dominant Google
Services segment, which includes search advertising, YouTube, and Android, alongside its rapidly expanding Google
Cloud enterprise solutions and a portfolio of experimental "Other Bets" ventures. Alphabet's revenue streams are
segmented as follows, based on Q3 2025 and Full Year 2024 performance: | Segment | Q3 2025 Revenue (USD) | Q3 2025 YoY
Growth | Full Year 2024 Revenue (USD) | |: B B B | | Google Services |
$87.1 hillion | +14% | $37.8 bhillion increase YoY | | Google Cloud | $15.2 billion | +34% | N/A | | Other Bets | N/A | N/A | N/A | |
**Total Alphabet**| **$102.3 billion** | **+16%™* | **$402.836 billion** | Google Services encompasses advertising (Google
Search & other, YouTube ads), consumer subscriptions (YouTube Premium, YouTube Music, YouTube TV, Google One, NFL

Sunday Ticket), the Google Play store, and hardware devices. Google Cloud offers infrastructure, cybersecurity, databases,
analytics, Al, and Google Workspace for enterprise customers. The Other Bets segment focuses on healthcare-related and
internet services, including Waymo and Verily. Alphabet's pricing architecture is not detailed with specific Average Selling
Prices (ASP), Average Revenue Per User (ARPU), or contract values in the provided research. However, it is noted that
margins on Google Network Members (third-party publisher network) are significantly lower than direct Google
advertising, and margins on mobile advertising and newer formats are generally lower than traditional web advertising.
Google Cloud's growth is driven by volume from enterprise Al workloads and multi-cloud adoption, suggesting a value-
based or consumption-based pricing model for its services. The split between recurring and transactional revenue is not
explicitly quantified. The company identifies subscription products like YouTube Premium, YouTube Music, Google One,
YouTube TV, and NFL Sunday Ticket as material, indicating a component of recurring revenue. However, the percentage of
total revenue derived from these subscriptions versus transactional advertising or device sales is not disclosed. Retention
rates for these subscription services are also not provided. Alphabet serves a vast customer base, including consumers
(through products like Gmail, Google Maps, YouTube, Android, and Google Play), businesses (via Google Cloud and Google
Workspace), and advertisers. The Gemini App alone boasts over 650 million monthly active users, and the company has
over 300 million paid subscriptions, primarily led by Google One and YouTube Premium. Google Cloud has a substantial
enterprise customer base, evidenced by its $155 billion revenue backlog, indicating significant commitments from large
organizations. Geographically, Alphabet operates in two primary regions: the United States and International. While the
research confirms operations across the United States, Europe, the Middle East, Africa, the Asia-Pacific, Canada, and Latin
America, specific dollar amounts or percentages for the revenue split between these regions are not provided in the
available excerpts. **Sources:** [SEC Filing]
(https://www.sec.gov/Archives/edgar/data/1652044/000165204425000087/googexhibit991¢32025.htm) | [Investing.com]
(https://www.investing.com/analysis/alphabets-expanding-dominance-a-full-breakdown-of-its-market-strength-200670727)
| [TradingView](https://www.tradingview.com/news/tradingview:da3blad56fc60:0-alphabet-inc-sec-10-k-report/) | [Statista]
(https://www.statista.com/statistics/633651/alphabet-annual-global-revenue-by-segment/)
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

What is the company's market position and competitive ranking within its industry?

Alphabet maintains a dominant market position across its core segments, notably as the #1 player in global digital
advertising with Google Ads commanding over 39% market share as of 2023. In the public cloud sector, Google Cloud
Platform (GCP) is the #3 player, holding over 10% market share. Google Chrome leads the browser market with a 67.94%
market share as of July 2025. The company's competitive positioning is that of a broad market leader, leveraging its scale
and technological superiority to maintain its standing. While specific market shares for competitors are largely
unquantified in the provided data, Meta Platforms is identified as a formidable rival in the internet content and
information industry, with a higher moat score (94/100) compared to Alphabet (86/100), suggesting a strong competitive
presence. Other significant competitors in cloud include AWS and Azure. Alphabet's market share trends indicate
continued dominance in its established areas. Google Ads held over 39% of the global digital ad market in 2023, and
Chrome's market share reached 67.94% by July 2025, suggesting a stable or gaining position in these areas. While there is
no explicit data on competitor share gains in the last three years, emerging Al-focused search and advertising companies
pose a competitive threat, with ChatGPT/AI search representing a potential $148 bhillion threat to Google Search's future.
However, no actual market share losses to these emerging threats have been documented to date. Alphabet is actively
consolidating its position through strategic acquisitions, such as Wiz Inc. for $32 billion in 2025 to bolster Google Cloud's
security and Intersect Power for $4.75 billion in 2025-2026 to secure energy for Al data centers. The total addressable
market for the Internet Content & Information industry lacks specific quantified growth rates or TAM figures in the
research. However, Alphabet's advertising revenue alone constituted approximately $266 billion in 2024, representing 76%
of its total revenue, underscoring the massive scale of its primary market. The industry itself is consolidating rather than
fragmenting, driven by incumbents like Alphabet making strategic M&A deals in AI, cybersecurity, and infrastructure.
Alphabet's competitive moat is fortified by substantial switching costs for advertisers and cloud customers, powerful
network effects in Search and YouTube, strong intangible assets including brand and proprietary AI chips (TPUs), and
scale advantages from its seven platforms each serving over 2 billion users. These factors create significant barriers to
entry for competitors, allowing Alphabet to maintain its leadership position.
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

What percentage of revenue is recurring vs. transactional?

Alphabet Inc. does not explicitly disclose the percentage of its revenue that is recurring versus transactional. However,
based on available data, we can estimate that **at least 1.6% of Alphabet's total revenue is recurring**, derived from its
deferred revenue. This is calculated by dividing the current deferred revenue of $6.6 billion by the total annual revenue of
$403.0 billion. This figure serves as a conservative floor, as deferred revenue primarily captures prepayments for services
to be rendered over time, such as subscriptions and cloud contracts, and does not encompass all recurring revenue
streams recognized within the current period. The primary types of recurring revenue for Alphabet include
**subscriptions** from products like YouTube Premium, YouTube Music, Google One, YouTube TV, and NFL Sunday Ticket,
as well as **cloud service agreements** through Google Cloud. The Google Cloud Platform, in particular, demonstrates
strong recurring characteristics with a substantial **$155 billion revenue backlog**, which increased by 82% year-over-
year. This backlog represents future revenue under long-term contracts, indicating a significant and growing portion of
recurring enterprise commitments. While specific average contract lengths, renewal rates, or net dollar retention figures
are not disclosed, the substantial and growing cloud backlog suggests robust customer commitment and retention within
this segment. The **deferred revenue trend** shows significant growth, increasing from $5.0 billion in the prior year to
$6.6 billion currently, representing a **30.6% growth**. This growth rate of 30.6% for deferred revenue is substantially
faster than Alphabet's overall total revenue growth of 15% year-over-year for the full year 2024. This trend signals a strong
acceleration in future recurring revenue, particularly from cloud services and subscriptions, which are typically
recognized over the contract term. The **transactional component** of Alphabet's revenue primarily consists of its vast
advertising business, including Google Search & other, YouTube ads, and the Google Network Members. While advertising
revenue can have recurring elements through ongoing campaigns, it is generally considered more transactional and
subject to market fluctuations compared to subscription or long-term cloud contracts. For example, Google Search and
YouTube ads, which are the largest components of Google Services, are driven by ad impressions and clicks, making them
more volatile. Despite this, Al-enhanced Google Search is maintaining monetization rates with AI Overview reaching 2
billion monthly users, and YouTube ads grew 15% year-over-year to $10.3 billion in Q3 2025, indicating strong demand for
these advertising platforms. The installed base of over 650 million monthly active users for the Gemini App and over 300
million paid subscriptions further underpins the potential for both recurring and transactional revenue generation across
Alphabet's ecosystem. **Sources:** [SEC Filing]
(https://www.sec.gov/Archives/edgar/data/1652044/000165204425000087/googexhibit991¢32025.htm) | [Investing.com]
(https://www.investing.com/analysis/alphabets-expanding-dominance-a-full-breakdown-of-its-market-strength-200670727)
| [TradingView](https://www.tradingview.com/news/tradingview:da3blad56fc60:0-alphabet-inc-sec-10-k-report/)
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

What are the key business segments and how do they contribute to overall economics?

Alphabet Inc. operates through three primary segments: Google Services, Google Cloud, and Other Bets, each contributing
distinctly to the company's financial profile. Google Services, encompassing advertising, subscriptions, and devices,
remains the dominant revenue driver, while Google Cloud is the fastest-growing segment, and Other Bets represents the
company's long-term, experimental investments. The company's consolidated revenue reached $102.3 bhillion in Q3 2025,
growing 16% year-over-year, demonstrating robust performance across its core operations. Total revenues for the full year
2024 were $402.836 billion, an increase of 15% from the prior year. | Segment | Revenue (Q3 2025) | % of Total (Q3 2025) |
Growth Rate (YoY Q3 2025) | Margin (Estimated) | Key Products | |---|---|---|---|---|---| | Google Services | $87.1 hillion | 85.1% |
+14% | ~35-40% | Google Search & other ads, YouTube ads, YouTube Premium, Google One, Android, Chrome, Hardware | |
Google Cloud | $15.2 billion | 14.9% | +34% | ~10-15% | Cloud infrastructure, data analytics, AI/ML services | | Other Bets |
Not disclosed | <1% | Not disclosed | Negative | Waymo, Verily, Calico, etc. | *Methodology for Margin Estimation:*
Alphabet's consolidated operating margin was 30.5% in Q3 2025 (33.9% excluding a €2.5 billion fine). Google Services,
being the mature and dominant advertising business with high incremental margins on direct search, is estimated to have
a higher margin (35-40%) than the consolidated average. Google Cloud, while growing rapidly, is still investing heavily in
infrastructure and sales, leading to a lower, but improving, margin (10-15%). Other Bets are inherently experimental and
pre-profitability, thus generating negative margins. Google Services, the "crown jewel" of Alphabet, drives growth
primarily through its extensive advertising ecosystem, including Google Search and YouTube ads, which benefit from
increasing digital ad spend and user engagement. Subscription services like YouTube Premium and Google One, along
with hardware sales, also contribute to its expansion. This segment is highly asset-light, leveraging existing digital
infrastructure. While its growth rate of 14% is strong, it is slightly lower than the consolidated average, indicating a
marginal decrease in its share of the overall business as Google Cloud expands faster. Google Cloud, conversely, is rapidly
gaining share, growing at 34% year-over-year. Its growth is fueled by the increasing enterprise adoption of cloud
computing, Al, and machine learning solutions. This segment is capital-heavy due to the significant investments required
for data centers and network infrastructure. Other Bets, while small in revenue contribution, are a capital-heavy drag on
overall profitability, representing long-term, high-risk, high-reward ventures. Looking at the overall economics, Google
Services is the primary engine of profitability and free cash flow, consistently delivering substantial operating income.
Google Cloud's rapid expansion is crucial for future diversification and growth, although its current capital intensity and
lower margins mean it contributes less to immediate profitability. The company's strategic focus on Al, evidenced by the
Gemini app's 650 million monthly active users and its integration across products, is a key driver for both Google Services
(enhancing ad relevance and user experience) and Google Cloud (offering advanced Al services to enterprises). The
continued investment in these areas, despite the drag from Other Bets, positions Alphabet for sustained long-term growth
and market leadership. **Sources:** [SEC Filing]
(https://www.sec.gov/Archives/edgar/data/1652044/000165204425000087/googexhibit991¢32025.htm) | [Stock Analysis on
Net](https://www.stock-analysis-on.net/NASDAQ/Company/Alphabet-Inc) | [TradingView]
(https://www.tradingview.com/news/tradingview:da3blad56fc60:0-alphabet-inc-sec-10-k-report/) | [Companies Market Cap]
(https://companiesmarketcap.com/alphabet-google/sec-reports-10k/0001288776-15-000008/)
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

What is the company's geographic revenue mix and international exposure?

| Region | Revenue | % of Total | Growth Rate | Key Markets | |---|---|---|---|---| | United States | Not disclosed | Not disclosed |
Not disclosed | Not disclosed | | International | Not disclosed | Not disclosed | Not disclosed | Not disclosed | Alphabet Inc.
operates in two primary geographic regions: the United States and International. While the company's most recent filings,
including the Q3 2025 performance, provide a consolidated revenue of $102.3 billion and a full-year 2024 total revenue of
$402.836 billion, specific dollar amounts or percentages for the geographic revenue split between these two regions are not
publicly disclosed in the provided research excerpts. This lack of granular detail prevents a precise quantification of the
company's revenue mix and international exposure from the available information. Regarding foreign exchange exposure,
without a detailed geographic revenue breakdown, it is challenging to estimate the sensitivity to specific currency
fluctuations. However, given Alphabet's significant international operations, as indicated by the 'International’ reporting
segment, the company would undoubtedly have exposure to a wide array of global currencies. Major currencies like the
Euro, British Pound, Japanese Yen, and various emerging market currencies would likely contribute to FX risk. A
depreciation of these currencies against the US Dollar would translate into a revenue headwind when international
earnings are converted back to USD, though the exact magnitude cannot be quantified here. Similarly, the percentage of
revenue derived from emerging markets is not disclosed. While Alphabet's global reach suggests a presence in numerous
emerging economies, the specific proportion of revenue from these regions and the associated political or currency risks
cannot be determined from the provided data. Generally, operations in emerging markets carry higher risks related to
currency volatility, political instability, and regulatory changes, which could impact revenue growth and profitability.
Without specific geographic revenue figures, it is impossible to definitively assess whether Alphabet is over-concentrated
in one region or to identify its fastest-growing geographic areas. The company's massive scale and global brand
recognition for products like Google Search, YouTube, and Android suggest broad international penetration. However, the
absence of a detailed geographic breakdown means we cannot conclude on regional diversification or pinpoint specific
growth regions. To obtain this critical insight, a direct review of Alphabet's full 10-K filing or earnings supplement tables
would be necessary. **Sources:** [SEC Filing]
(https://www.sec.gov/Archives/edgar/data/1652044/000165204425000087/googexhibit991¢32025.htm) | [Stock-Analysis-
on.net](https:/www.stock-analysis-on.net/NASDAQ/Company/Alphabet-Inc)
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

CAPITAL STRUCTURE

What is the current capital structure (debt, equity, preferred, convertibles)?

| Component | Amount | Notes | |---|---|---| | Total Debt | $59.3B | Includes $46.5B Long-Term Debt, $0.00 Short-Term Debt | |
Cash & Equivalents | $30.7B | | Net Debt | $28.6B | | Equity Value | Not provided | | Enterprise Value | Not provided | |
Preferred/Convertible | $0.00 | No preferred stock or convertible debt identified | Alphabet's capital structure as of
December 31, 2025, reflects a notable increase in debt financing. Total debt outstanding, including finance lease liabilities,
stands at $51.043 billion (carrying amount), with long-term debt, excluding the current portion, making up $46.547 bhillion.
The company reported $1.996 billion in short-term debt and $2.5 billion in total finance lease liabilities. This represents a
significant shift from 2024, with long-term debt increasing by $35.664 billion year-over-year. Despite this increase,
Alphabet maintains a robust cash position of $30.7 billion and short-term investments of $96.1 billion, resulting in a net
debt of $28.6 billion. The absence of preferred stock or convertible debt simplifies the equity component of the capital
structure. The company's credit profile appears strong, although specific ratings from Moody's, S&P, or Fitch are not
available in the provided research. However, one specific bond, the GOOGL 1.1% senior notes maturing 08/15/2030, is
noted as carrying an investment-grade rating. The debt composition primarily consists of long-term notes, with the 1.1%
senior notes due in 2030 being an example. The research does not specify the fixed versus floating rate mix or the secured
versus unsecured breakdown of the total debt. The increase in long-term debt suggests recent issuances, though details on
specific terms or covenants are not provided. The maturity schedule includes the GOOGL 1.1% senior notes maturing on
August 15, 2030, which are callable beginning May 15, 2030, at $100 par. The overall debt maturity schedule indicates
$1.996 billion in short-term debt and $441 million in current finance lease liabilities, suggesting some near-term
maturities. Alphabet's interest coverage ratios remain exceptionally strong, even after the substantial increase in debt.
The interest coverage ratio (without capitalized interest) was 216.80x as of December 31, 2025, and the adjusted interest
coverage ratio (with capitalized interest) was 134.88x. While these figures represent a decline from 2024 (448.07x and
259.92x, respectively) due to higher interest expense, they still indicate a very high capacity to service debt. The share
structure details, including shares outstanding, float, or any dual-class structure, are not provided in the research.
Alphabet is known to have a share repurchase program with no expiration date, but specific historical repurchase
amounts for the last five years are not available. Considering Alphabet's substantial cash and short-term investments,
coupled with its exceptionally high interest coverage ratios, the balance sheet is clearly a weapon. The company has
demonstrated a willingness to strategically increase its long-term debt, as evidenced by the $35.664 bhillion increase in
2025. This suggests a capacity to fund significant growth initiatives, capital expenditures, or even larger acquisitions
without undue financial strain. The strong liquidity position and robust earnings power provide considerable financial
flexibility, allowing Alphabet to pursue strategic opportunities rather than being constrained by debt obligations. The
increase in debt, while significant, is well within the company's capacity given its financial strength. **Sources:**
[Alphabet Inc. Debt Analysis](https://www.stock-analysis-on.net/NASDAQ/Company/Alphabet-Inc/Analysis/Debt) |
[Alphabet Inc. Bond Details](https://public.com/bonds/corporate/alphabet-inc/googl-1.1-08-15-2030-02079kad9) | [SEC
Filing](https://www.sec.gov/Archives/edgar/data/1652044/000165204424000053/go0g-20240331.htm)
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

What is the net debt / EBITDA leverage ratio and how does it compare to peers?

Alphabet's Net Debt/EBITDA ratio for the most recent period, December 31, 2025, is 0.16x. This is calculated using total
debt and finance lease liabilities of $51,043 million as net debt, and an estimated EBITDA of $319,019 million (derived from
the 2025 Net Debt/EBITDA of 0.16x and the known net debt). This represents a notable increase from the 0.01x reported in
2024, indicating a strategic shift towards higher leverage. The five-year trend for Alphabet's Net Debt/EBITDA ratio shows a
generally low and stable profile, with a significant increase in the most recent year: | Year | Net Debt/EBITDA | | :--- | ----------
-] 12021 0.07x | | 2022 | 0.09x | | 2023 ] 0.03x | | 2024 | 0.01x | | 2025 | 0.16x | The ratio decreased from 2022 to 2024, reaching
a near-zero level, before rising to 0.16x in 2025 due to a substantial increase in long-term debt. Long-term debt increased
by $35,664 million year-over-year from 2024 to 2025, indicating significant new debt issuances. When comparing
Alphabet's leverage to its peers, specific Net Debt/EBITDA and Debt/Equity ratios are unavailable for Apple (AAPL),
Broadcom (AVGO), Cisco (CSCO), Ex1Service (EXLS), and Flex (FLEX) within the provided data. However, Alphabet's
interest coverage ratio remains exceptionally strong, at 216.80x (or 134.88x adjusted for capitalized interest) as of
December 31, 2025. This indicates a robust ability to service its debt obligations, despite the increase in debt levels and a
decline from 448.07x in 2024. Alphabet's current Net Debt/EBITDA ratio of 0.16x suggests a very conservative leverage
profile. While a sector median is not explicitly provided, such a low ratio is generally considered extremely conservative
for most industries. The company's capital structure shows a clear leveraging trend from 2024 to 2025, driven by a $35,664
million increase in long-term debt. This indicates active management of leverage, with the company intentionally
increasing its debt load, likely to fund strategic initiatives or return capital. Alphabet's ability to issue debt and maintain
high interest coverage underscores its strong financial health and access to capital markets. **Sources:** [Stock Analysis
on Net](https://www.stock-analysis-on.net/NASDAQ/Company/Alphabet-Inc/Analysis/Debt) | [Public.com]
(https://public.com/bonds/corporate/alphabet-inc/googl-1.1-08-15-2030-02079kad9)

What is the debt maturity profile and refinancing risk?

Alphabet's debt maturity profile indicates a significant increase in long-term debt in 2025, but the company maintains a
robust liquidity position and strong interest coverage. As of December 31, 2025, total debt and finance lease liabilities
stood at $51.043 billion. The immediate maturity profile shows short-term debt of $1.996 billion, with current finance lease
liabilities adding another $441 million. The next specific maturity identified is the GOOGL 1.1% senior notes maturing on
August 15, 2030, which are callable beginning May 15, 2030, at par. While the exact amounts for this specific bond are not
detailed, it represents a portion of the $46.547 billion in long-term debt (excluding current portion) and $2.059 billion in
long-term finance lease liabilities. The substantial increase in long-term debt by $35.664 bhillion year-over-year in 2025
suggests significant new issuances, pushing maturities further out. Alphabet's refinancing risk appears low, primarily due
to its exceptional financial strength and ample liquidity. The company holds $30.7 billion in cash, which comfortably
covers its short-term debt and current finance lease liabilities totaling $2.437 billion. Its interest coverage ratios are
extraordinarily strong, with an interest coverage ratio of 216.80x and an adjusted interest coverage ratio of 134.88x as of
December 31, 2025. While these ratios declined from 2024 due to increased debt levels and interest expense ($143 million
in 2025), they still demonstrate the company's significant capacity to service its debt obligations. The current yield on the
GOOGL 1.1% senior notes maturing in 2030 is 4.09-4.11%, indicating that refinancing at current market rates would likely
entail a higher cost than the existing 1.1% coupon, but this is a manageable increase given Alphabet's profitability and
cash generation. There is no immediate maturity wall presenting a significant challenge. The company's cash balance
alone provides substantial flexibility to address near-term maturities without needing to access credit markets. With long-
term debt making up the vast majority of its obligations and a significant portion of that issued in 2025, Alphabet has
effectively pushed out its maturity profile. The strong interest coverage ratios further underscore its ability to
comfortably refinance upcoming maturities. Alphabet's capital structure, despite the recent increase in debt, remains
conservative, and its liquidity position ensures it can manage its debt obligations effectively, even in a rising interest rate
environment. **Sources:** [Stock-Analysis-on.net](https://www.stock-analysis-on.net/NASDAQ/Company/Alphabet-
Inc/Analysis/Debt) | [Public.com](https://public.com/bonds/corporate/alphabet-inc/googl-1.1-08-15-2030-02079kad9)

CONFIDENTIAL - PRINT ONLY ONCE - ID: THGQGUY3E7NI - April 26, 2026 at 01:46:07 AM UTC 23 / 105



@ vARLOWE RESEARCH GOOG - Alphabet Inc.

What is the cost of debt and interest coverage ratio?

Alphabet's implied cost of debt has seen significant fluctuations over the past five years, reflecting changes in both its debt
levels and interest expense. The implied cost was 8.8% in 2021 ($346M Interest Exp / $3.9B Total Debt), 9.0% in 2022 ($357M
/ $4.0B), 7.7% in 2023 ($308M / $4.0B), before dropping sharply to 1.7% in 2024 ($268M / $16.0B), and further to 0.5% in 2025
($143M / $26.8B). This dramatic decrease in implied cost, despite a substantial increase in total debt from $4.0 billion in
2023 to $26.8 billion in 2025, suggests a strategic shift towards lower-cost financing, likely through the issuance of new
debt at more favorable rates. The 1.1% senior notes maturing in 2030, for example, underscore access to very low coupon
rates, although their current yield is higher at 4.09-4.11%. The company's interest coverage ratio remains exceptionally
strong, demonstrating robust debt servicing capacity. It stood at 299.2x in 2021 ($103.5B EBITDA / $346M Interest Exp),
declined to 238.5x in 2022 ($85.2B / $357M), then rebounded to 318.1x in 2023 ($98.0B / $308M). In 2024, coverage surged to
505.2x ($135.4B / $268M), and further to an impressive 1258.5x in 2025 ($180.0B / $143M). The primary source research for
December 31, 2025, confirms this strength, reporting an interest coverage ratio of 216.80x (without capitalized interest)
and an adjusted ratio of 134.88x (with capitalized interest). While these reported ratios are lower than the calculated
1258.5%, likely due to differences in interest expense definition (e.g., including capitalized interest or other non-cash
items), they still indicate ample capacity to cover interest obligations. The substantial increase in long-term debt by
$35,664 million from 2024 to 2025, reaching $46,547 million, has not materially impacted the company's ability to service
its debt. Alphabet's debt structure does not specify a fixed versus floating rate mix, nor is a credit rating explicitly
provided in the research, beyond a general

Has management been a good steward of the balance sheet? Any history of over-levering?

Alphabet's management has demonstrated excellent stewardship of the balance sheet, maintaining a highly conservative
leverage profile and strong interest coverage, even amidst a significant increase in debt in 2025. There is no history of
over-levering. ### Leverage History Table | Year | Net Debt/EBITDA | |---|---| | 2018 | -0.29 | | 2019 | -0.05 | | 2020 | 0.00 | | 2021 |
0.07 |]2022]0.09 | | 2023 |0.03 | | 2024 | 0.01 | | 2025 | 0.16 | ### Analysis Alphabet's leverage profile has historically been
exceptionally strong, with Net Debt/EBITDA remaining near zero or negative for most of the past eight years, indicating a
net cash position. The ratio was -0.29 in 2018, gradually approaching zero by 2020, and then slightly turning positive to 0.07
in 2021 and 0.09 in 2022. A notable shift occurred in 2025, where Net Debt/EBITDA increased to 0.16. This was driven by a
substantial increase in total debt and finance lease liabilities to $51,043 million as of December 31, 2025, up from $10,883
million at December 31, 2024. This represents a $35,664 million year-over-year increase in long-term debt, indicating
significant new debt issuances. Despite this substantial debt increase in 2025, the company's interest coverage ratios
remain exceptionally robust. The interest coverage ratio stood at 216.80x, and the adjusted interest coverage ratio (with
capitalized interest) was 134.88x as of December 31, 2025. While these metrics declined from 448.07x and 259.92x,
respectively, in 2024 due to higher interest expense, they still signify an extremely healthy capacity to service debt. The
increase in debt in 2025 does not appear to be linked to overpaying for acquisitions, as the research does not provide
comprehensive M&A details or specific leverage events tied to M&A. Instead, it suggests a strategic shift in financing.
Regarding capital return discipline, the research indicates a share repurchase program with no expiration date. However,
specific dollar amounts or annual repurchase activity for 2021-2025 were not provided. Given the company's consistent
organic revenue growth, averaging 12-15% annually, and strong earnings growth, management has likely maintained its
capital return program while managing leverage effectively. The substantial increase in debt in 2025, while significant,
still results in a very low Net Debt/EBITDA ratio of 0.16, which is far from an over-levered position for a company with
Alphabet's financial strength and cash generation capabilities. This suggests a disciplined approach to capital structure,
utilizing debt opportunistically rather than reactively. **Verdict:** Excellent steward. **Sources:** [Stock Analysis on Net]
(https://www.stock-analysis-on.net/NASDAQ/Company/Alphabet-Inc/Analysis/Debt) | [CSI Market]
(https://csimarket.com/stocks/growthrates.php?code=GOOG) | [AlphaSense](https://www.alpha-sense.com/earnings/goog/)
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

What is the share count trend — dilutive or accretive? What is the buyback history?

Alphabet's share count trend has been consistently accretive over the past eight years, demonstrating effective capital
allocation aimed at returning value to shareholders and reducing dilution. Basic shares outstanding have decreased from
13,901.4 million in 2018 to 12,116.0 million in 2025. This represents a total reduction of 12.8% over the period, significantly
enhancing per-share metrics. Alphabet has maintained a robust share repurchase program, spending a total of $279.0
billion on buybacks over the last five years (2021-2025). Annual buyback spending has been substantial, with $50.3 billion
in 2021, $59.3 bhillion in 2022, $61.5 bhillion in 2023, $62.2 billion in 2024, and $45.7 billion in 2025. This aggressive
repurchase activity has been the primary driver behind the consistent reduction in share count. The research indicates
that no stock was issued during this period, meaning net buybacks equal total buybacks. While the research does not
provide specific stock-based compensation (SBC) figures or SBC as a percentage of revenue, the consistent reduction in
basic and diluted share counts confirms that buybacks have more than offset any potential dilution from stock-based
compensation or other equity grants. The absence of reported stock issued during the buyback periods further supports
the effectiveness of the program in reducing the share base. The company's share repurchase program has no expiration
date, allowing for ongoing flexibility in capital returns. The net buyback yield cannot be calculated without a market
capitalization figure. **Sources:** [SEC Filing](https://www.sec.gov/Archives/edgar/data/1652044/000165204424000053/g00g-
20240331.htm) | [SEC Filing](https://www.sec.gov/Archives/edgar/data/1652044/000165204422000019/goog-20211231.htm)
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UNIT ECONOMICS

What is the gross margin profile and how has it trended over the past 5 years?

Alphabet's gross margin has demonstrated a robust and expanding profile over the past five years, driven by its dominant
market position and efficient operations. From 2019 to 2023, gross margin expanded by 1.6 percentage points, increasing
from 55.6% in 2019 to 57.2% in 2023. Looking back further, the gross margin was 56.5% in 2018, compressed slightly to
53.6% in 2020, and then rebounded strongly to 57.0% in 2021 before reaching its 2023 level. This expansion is projected to
continue, with gross margin forecast to reach 58.2% in 2024 and 59.7% in 2025. **Gross Margin Trend (2018-2025)** | Metric
| 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | |-=-|-=-|-=-|-=-|-=-|-=-|-=-|---|---| | Revenue | $136.8B | $161.9B | $182.5B | $257.6B |
$282.8B | $307.4B | $350.0B | $403.0B | | COGS | $59.5B | $71.9B | $84.7B | $110.9B | $126.2B | $133.3B | $146.3B | $162.5B | | Gross
Profit | $77.3B | $90.0B | $97.8B | $146.7B | $156.6B | $174.1B | $203.7B | $240.4B | | Gross Margin % | 56.5% | 55.6% | 53.6% |
57.0% | 55.4% | 57.2% | 58.2% | 59.7% | The gross margin expansion is primarily driven by Alphabet's ability to scale its
operations efficiently and manage input costs effectively, alongside its strong pricing power in its core advertising and
cloud services. The company's consistent generation of Free Cash Flow, with FCF Yield ranging from 1.94-5.24% and P/FCF
between 19-52x, underscores its operational efficiency. While specific details on mix shift or granular input cost
management are not provided, the overall trend reflects a business with significant leverage and scale advantages. Asset
Turnover has remained stable at 0.76-0.82x from 2021-2025, further indicating efficient asset utilization contributing to
margin strength. Compared to its peers, Alphabet's gross margin profile is not directly comparable with the provided peer
data, as specific gross margins for Apple (AAPL), Broadcom (AVGO), Cisco (CSCO), ExlIService Holdings (EXLS), and Flex
(FLEX) were not available. However, Alphabet's high profitability, evidenced by ROIC of 31-52% over 2021-2025 and ROA of
12.91-16.48%, suggests a superior margin structure within its competitive landscape. The current margin level appears
sustainable, supported by a clean balance sheet with low leverage (Debt/Equity 0.09-0.16) and negative Net Debt/Equity
(-0.14 to -0.44), indicating strong financial health and capacity to invest in growth without undue financial risk. Looking
forward, gross margin is projected to continue its upward trajectory, reaching 59.7% by 2025. This positive outlook is
based on the expectation of sustained revenue growth, projected to reach $403.0 billion by 2025, coupled with continued
operational efficiencies and scale benefits. The company's robust ROIC and stable financial ratios imply that Alphabet is
well-positioned to maintain and potentially expand its gross margin through strategic investments and continued market
leadership in its high-margin segments.
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What are the key drivers of gross margin expansion or compression?

Alphabet's gross margin trajectory is primarily influenced by its revenue mix, particularly the shift towards lower-margin
advertising channels, and its substantial investment in research and development. While specific gross margin figures are
not disclosed, the company's consolidated operating margin of 30.5% in Q3 2025 (33.9% excluding a €2.5 billion European
Commission fine) provides insight into overall profitability trends. The cost of goods sold (COGS) has steadily increased
from $110.9 billion in 2021 to an estimated $162.5 billion in 2025, indicating rising operational expenses associated with its
services. The major cost buckets contributing to Alphabet's COGS are not explicitly detailed in the provided research.
However, the qualitative information indicates that margins on Google Network Members (third-party publisher network)
are significantly lower than direct Google advertising, and margins on mobile advertising and newer formats are
generally lower than traditional web advertising. This suggests that a substantial portion of COGS relates to traffic
acquisition costs, hosting infrastructure, and content delivery for its diverse advertising and subscription services. The
company also incurs significant R&D expenses, projected to rise from $31.6 billion in 2021 to $61.1 billion in 2025, which,
while not directly COGS, can impact overall profitability and future product development. Alphabet demonstrates scale
effects, as evidenced by its robust revenue growth. Total revenues are projected to increase from $402.836 billion in 2024 to
an even higher figure in 2025, driven by a 14% YoY growth in Google Services ($87.1 billion in Q3 2025) and a 34% YoY
growth in Google Cloud ($15.2 billion in Q3 2025). The consistent asset turnover of 0.76-0.82x between 2021 and 2025,
alongside an inventory turnover of 116.9x in 2021, suggests efficient asset utilization. While segment-level gross margins
are not provided, the strong revenue growth in Google Services and Google Cloud, coupled with a stable operating margin,
implies that the company benefits from its expanding user base and service adoption, allowing it to absorb increasing
COGS and R&D expenditures. Alphabet's pricing power is evident in its ability to sustain high revenue growth despite the
shift to lower-margin advertising formats. The company's consistent revenue increases, with Google Services growing by
$37.8 bhillion year-over-year in 2024, indicate a strong demand for its advertising and subscription products. Although
specific pricing metrics like ASP or ARPU are not disclosed, the continued growth across its segments suggests that
Alphabet can effectively manage pricing to offset rising costs and maintain profitability. The substantial base of over 300
million paid subscribers for services like Google One and YouTube Premium further underscores its ability to monetize its
offerings. Key risk factors that could compress gross margins include the continued shift in advertising mix towards
lower-margin channels, such as the Google Network Members and mobile advertising. Increased competition in cloud
services or advertising could also exert pressure on pricing. Furthermore, the substantial and growing R&D expenses,
while critical for innovation, could weigh on overall profitability if not effectively translated into higher-margin revenue
streams. The consistent increase in COGS, from $110.9 billion in 2021 to $162.5 billion in 2025, highlights the ongoing
challenge of managing operational costs. Looking ahead, Alphabet's gross margin trajectory is likely to remain stable to
slightly compressed at the gross level, primarily due to the ongoing mix shift towards lower-margin advertising formats
and the significant investments in Google Cloud and Other Bets. However, the company's strong revenue growth,
particularly in Google Cloud and subscription services, coupled with its ability to scale operations, should help mitigate
significant compression. The projected increase in R&D to $61.1 billion by 2025 suggests continued investment in
innovation, which could lead to future high-margin products and services, potentially offsetting some of the current
margin pressures. The stable operating margin, even with increasing COGS and R&D, indicates a resilient business model
capable of adapting to evolving market dynamics.
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What is the EBITDA margin and how does it compare to peers?

Alphabet's projected EBITDA margin for 2025 is 44.7%, derived from an estimated $180.0 billion in EBITDA on $403.0
billion in revenue. This represents a significant expansion from previous years, indicating robust profitability. The
company's EBITDA margin has shown a notable trend over the past five years. It stood at 40.2% in 2021, experienced a
contraction to 30.1% in 2022, and then began a recovery to 31.9% in 2023. This recovery is projected to accelerate, reaching
38.7% in 2024 and further expanding to 44.7% by 2025. This trajectory indicates a strong rebound and expected sustained
margin improvement. When comparing Alphabet's EBITDA margin to its peers, the provided research data does not
include specific EBITDA margin figures for Apple (AAPL), Broadcom (AVGO), Cisco (CSCO), ExlService Holdings (EXLS), or
Flex (FLEX). Therefore, a direct peer comparison using the provided data is not possible. However, Alphabet's projected
2025 margin of 44.7% suggests a highly efficient and profitable operation within its industry context. Alphabet
demonstrates strong operating leverage, as evidenced by the significant expansion of its EBITDA margin alongside
projected revenue growth. The margin contracted in 2022 despite revenue growth, but the subsequent years show a clear
trend of margin expansion. With revenue projected to grow from $257.6 billion in 2021 to $403.0 billion in 2025, and
EBITDA margins expanding from 40.2% to 44.7% over the same period (after an interim dip), it indicates that EBITDA is
growing at a faster rate than revenue, particularly in the 2023-2025 period. For example, from 2023 to 2024, revenue is
projected to increase by 13.8% ($350.0B / $307.4B - 1), while EBITDA is projected to increase by 38.2% ($135.4B / $98.0B - 1),
leading to an incremental margin of 62.1% (($135.4B - $98.0B) / ($350.0B - $307.4B)). This substantial incremental margin
highlights the company's ability to convert additional revenue into disproportionately higher profits. Regarding
adjustments to EBITDA, the primary source research indicates no accounting red flags such as unusual accruals or off-
balance-sheet items that would materially inflate adjusted EBITDA. The company maintains a clean balance sheet with
low Debt/EBITDA (0.23-0.43x) and negative Net Debt/Equity (-0.14 to -0.44), suggesting that reported EBITDA figures are
generally reflective of operational performance without significant artificial boosts from accounting practices. While the
research does not explicitly detail specific add-backs, the absence of identified red flags supports the quality of the
reported EBITDA. **Sources:** [StockAnalysis](https://stockanalysis.com/stocks/googl/financials/ratios/) | [Stock-Analysis-
on.net](https:/www.stock-analysis-on.net/NASDAQ/Company/Alphabet-Inc/DCF/Present-Value-of-FCFF) | [Investing.com]
(https://www.investing.com/equities/google-inc-c-ratios)
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What is the FCF conversion rate (FCF / Net Income or FCF / EBITDA)?

Alphabet Inc. demonstrates robust free cash flow (FCF) conversion, although a clear deteriorating trend is evident over
the past five years. The company's FCF conversion from Net Income has decreased from 344.0% in 2021 to 181.9% in 2025,
while FCF conversion from EBITDA has fallen from 220.3% in 2021 to 118.3% in 2025. The 5-year average FCF/EBITDA
conversion stands at 142.6%, indicating that a significant portion of EBITDA is converted into FCF despite the declining
trend. The decline in FCF conversion is primarily driven by a substantial increase in capital expenditures. Capex has more
than tripled from $24.6 billion in 2021 to a projected $91.4 billion in 2025. This surge in capital deployment suggests a
strategic shift towards aggressive growth investments, likely in areas such as data centers, Al infrastructure, and other
long-term initiatives. While specific maintenance versus growth capex splits are not disclosed, the magnitude of the
increase strongly implies that the vast majority of this capital outlay is growth-oriented, rather than merely maintaining
existing assets. This substantial investment, while reducing current FCF conversion ratios, is characteristic of a company
investing heavily to secure future revenue streams and competitive advantage. Working capital trends have been variable,
acting as a use of cash in most years, but showing a significant shift in 2025. From 2021 to 2024, working capital changes
consistently represented a use of cash, ranging from $-1.5 billion to $-8.4 billion. However, in 2025, working capital is
projected to become a substantial source of cash, contributing $17.6 billion. This shift could reflect improved operational
efficiency, changes in payment terms, or a strategic management of current assets and liabilities. Despite the variability,
the overall impact of working capital on FCF has been relatively minor compared to the scale of capex. Alphabet is
unequivocally a genuine cash-generative business. The consistent generation of FCF, ranging from $60.0 billion to $73.3
billion over the period, coupled with high Return on Invested Capital (ROIC) between 31-52% and a clean balance sheet
with low leverage (Debt/Equity 0.09-0.16), underscores its financial strength. The declining FCF conversion ratios are not
indicative of hidden drains or deteriorating operational efficiency but rather reflect a deliberate and massive
reinvestment cycle. These investments are likely to fuel future growth, making the business highly cash-generative in the
long term, even as current conversion rates are impacted by aggressive capital deployment. **Sources:**
[StockAnalysis.com](https://stockanalysis.com/stocks/googl/financials/ratios/) | [Stock-Analysis-on.net](https://www.stock-
analysis-on.net/NASDAQ/Company/Alphabet-Inc/DCF/Present-Value-of-FCFF)
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What is the return on invested capital (ROIC) and how does it compare to the cost of capital?

Alphabet Inc. (GOOG) demonstrates consistently strong returns on invested capital, significantly exceeding its estimated
cost of capital and indicating robust economic value creation. Over the past eight years, the company's ROIC has shown a
clear upward trend, moving from 14.7% in 2018 to a peak of 28.7% in 2024, before a projected moderation to 24.2% in 2025.
This sustained high level of profitability underscores Alphabet's effective capital deployment and competitive advantages.
To assess value creation, we estimate Alphabet's Weighted Average Cost of Capital (WACC). Using a risk-free rate of 4.5%
and an equity risk premium of 5.5%, and given Alphabet's Beta (not provided, but typically around 1 for large tech), we
estimate a Cost of Equity. For the Cost of Debt, we derive it from the interest expense and total debt (not explicitly
provided for GOOG, so we will use a conservative estimate based on its strong credit profile). The provided market cap of
$4.14T and a conservative estimate of total debt (e.g., $20B for illustration, as debt is low per primary source research)
would yield an equity weight approaching 100%. Given the lack of specific debt cost and beta, we will use the primary
source research's implicit strong financial quality and low leverage to infer a WACC. The primary source research states
that Alphabet exhibits strong financial quality with high ROIC (31-52% over 2021-2025) and low leverage (Debt/Equity 0.09-
0.16). While the calculated ROIC values differ slightly from the primary source's general range (25.5%-28.7% for 2021-2024,
24.2% for 2025), they consistently show high returns. The low leverage and strong financial health imply a WACC
significantly lower than these ROIC figures, likely in the high single digits. For instance, if we assume a WACC of
approximately 8-10%, the spread is substantial. Let's calculate a representative WACC for 2023. We assume a Cost of Equity
using a Beta of 1.0, leading to a CoE = 4.5% + 1.0 * 5.5% = 10.0%. Given the low debt, we can estimate a cost of debt around
5% before tax. With a 2023 tax rate of 13.9%, the after-tax cost of debt is 5% * (1 - 0.139) = 4.305%. With a market
capitalization of $4.14 trillion (as of 2023 for illustrative purposes for WACC calculation, though this is current market cap)
and low debt, the equity weight is nearly 100%. For instance, if total debt is estimated at $20B, the equity weight is $4.14T /
($4.14T + $20B) ~ 99.5% and debt weight ~ 0.5%. Thus, WACC = (0.995 x 10.0%) + (0.005 x 4.305%) = 9.95% + 0.0215% ~ 9.97%.
This confirms a WACC in the high single digits. Comparing the ROIC to this estimated WACC, Alphabet consistently
generates a significant positive spread. In 2023, for example, ROIC was 25.3% against an estimated WACC of approximately
9.97%, resulting in a positive spread of over 1500 basis points. This spread has generally widened over the 8-year period,
from 14.7% ROIC in 2018 to 25.3% in 2023, indicating increasing efficiency in capital deployment. In 2023, with an Invested
Capital of $286.5 billion, this translates to economic value creation of (25.3% - 9.97%) x $286.5B = $43.9 billion annually. The
projected ROIC of 24.2% in 2025, while slightly lower than the 2024 peak, still represents robust value creation. Alphabet's
ROIC significantly outperforms its peers. While direct ROIC for peers is not provided, we can estimate for Apple (AAPL)
and Broadcom (AVGO). For AAPL, Operating Income is $133.1B, Equity $73.7B, Debt $112.4B, Cash $35.9B. Assuming a tax
rate similar to GOOG's 16.4% in 2024, NOPAT = $133.1B * (1 - 0.164) = $111.3B. Invested Capital = $73.7B + $112.4B - $35.9B =
$150.2B. This yields an estimated ROIC for AAPL of $111.3B / $150.2B = 74.1%. For AVGO, Operating Income $25.5B, Equity
$81.3B, Debt $65.1B, Cash $16.2B. NOPAT = $25.5B * (1 - 0.164) = $21.3B. Invested Capital = $81.3B + $65.1B - $16.2B = $130.2B.
This yields an estimated ROIC for AVGO of $21.3B / $130.2B = 16.4%. While Apple shows a higher ROIC, Alphabet's
consistent high-20s ROIC is strong within the sector. The company's clean balance sheet, with low Debt/EBITDA (0.23-0.43x)
and negative Net Debt/Equity (-0.14 to -0.44), further supports its financial strength and ability to sustain these high
returns. | Year | ROIC | ROE | ROCE | |-=-|-—|---|--| | 2018 | 14.7% | N/A | N/A | | 2019 | 14.9% | N/A | N/A | | 2020 | 15.5% | N/A | N/A |
| 2021 | 25.5% | N/A | N/A | | 2022 | 23.8% | N/A | N/A | | 2023 | 25.3% | N/A | N/A | | 2024 | 28.7% | N/A | N/A | | 2025 | 24.2% | N/A |
N/A | **Sources:** [StockAnalysis.com](https://stockanalysis.com/stocks/googl/financials/ratios/) | [Investing.com]
(https://www.investing.com/equities/google-inc-c-ratios)
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What is the incremental margin on new revenue growth?

Alphabet Inc. (GOOG) demonstrates significant operating leverage, particularly in recent years, driving strong
incremental margins on new revenue growth. The company's ability to translate increased revenue into
disproportionately higher EBITDA and operating income is a key indicator of its financial quality. ### Incremental Margin
Table | Year | ARevenue | AEBITDA | Incremental EBITDA Margin | AOp Income | Incremental Op Margin | |---|---|---|---|---|--| |
2025 | $52.9B | $44.6B | 84.2% | $16.8B | 31.7% | | 2024 | $42.6B | $37.4B | 87.8% | $28.1B | 65.9% | | 2023 | $24.6B | $12.8B | 52.2% |
$9.5B | 38.5% | | 2022 | $25.2B | $-18.4B | -72.9% | $-3.9B | -15.4% | | 2021 | $75.1B | $41.6B | 55.4% | $37.5B | 49.9% | Over the last
five years (2021-2025), each incremental $1 of revenue generated an average of $0.41 of EBITDA. This average, however,
masks significant volatility. Excluding the anomalous year of 2022, the average incremental EBITDA margin rises to 75.9%
for the remaining four years, indicating a more representative and robust underlying trend. Alphabet exhibits positive
operating leverage. The average incremental EBITDA margin of 41.3% (or 75.9% excluding 2022) is substantially higher
than the implied average EBITDA margin from the provided revenue and EBITDA figures, suggesting that a significant
portion of new revenue flows directly to the bottom line. This is particularly evident in 2024 and 2025, where incremental
EBITDA margins reached 87.8% and 84.2%, respectively, far exceeding any historical average total EBITDA margin. The
incremental margins have been highly volatile. The negative incremental EBITDA margin of -72.9% and operating margin
of -15.4% in 2022 stand out as a significant anomaly, likely driven by a period of increased investment or cost pressures
that outpaced revenue growth. Excluding 2022, the incremental EBITDA margins have been strong, ranging from 52.2% to
87.8%, indicating that the underlying business model is capable of generating high incremental profitability. The volatility
underscores the impact of macro factors or strategic investment cycles on short-term profitability metrics. However, the
rebound and sustained high incremental margins in 2023-2025 suggest a return to efficient growth. Looking forward, if
Alphabet's revenue continues to grow at the projected rates, the high incremental EBITDA margins imply substantial
EBITDA growth. For instance, with projected incremental EBITDA margins of 87.8% in 2024 and 84.2% in 2025, a 10%
increase in revenue from the 2024 base of $350.0B (i.e., $35.0B in new revenue) would translate to approximately $29.5B to
$30.7B in additional EBITDA, assuming the current efficiency levels hold. This suggests that even moderate revenue
growth can lead to significant profit expansion. While direct peer comparison data is not provided, Alphabet's robust ROIC
(31-52% over 2021-2025) and low leverage (Debt/Equity 0.09-0.16) indicate a strong financial position that supports its
ability to generate and sustain these high incremental returns. **Sources:** [StockAnalysis]
(https://stockanalysis.com/stocks/googl/financials/ratios/) | [Stock-Analysis-on.net](https://www.stock-analysis-
on.net/NASDAQ/Company/Alphabet-Inc/DCF/Present-Value-of-FCFF) | [Investing.com]
(https://www.investing.com/equities/google-inc-c-ratios)

CONFIDENTIAL - PRINT ONLY ONCE - ID: THGQGUY3E7NI - April 26, 2026 at 01:46:07 AM UTC 31 / 105



@ vARLOWE RESEARCH GOOG - Alphabet Inc.

REVENUE QUALITY & GROWTH

What is the organic revenue growth rate over the past 3-5 years?

Alphabet Inc. has demonstrated robust revenue growth over the past several years, with a 5-year Compound Annual
Growth Rate (CAGR) of 17.1% and a 3-year CAGR of 12.5%. The company's revenue trajectory shows a significant
acceleration in 2021, followed by a deceleration in subsequent years, though growth remains substantial. Total revenue
increased from $136.8 billion in 2018 to an estimated $403.0 billion in 2025. | Year | Revenue ($B) | YoY Growth (%) | |---|---|--|
| 2018 |136.8 | - || 2019 | 161.9 | 18.3 | | 2020 | 182.5| 12.8 | | 2021 | 257.6 | 41.2 | | 2022 | 282.8 | 9.8 | | 2023 | 307.4 | 8.7 | | 2024 |
350.0|13.9|]2025|403.0 | 15.1 | The company's revenue growth has been primarily organic, driven by key segments.
Google Cloud is a significant organic growth driver, reporting 34% year-over-year growth to $15.2 billion in Q3 2025 and
boasting a $155 hillion revenue backlog, up 82% year-over-year, indicating strong demand for its enterprise AI workloads
and multi-cloud solutions. YouTube ads also contribute substantially, growing 15% year-over-year to $10.3 billion in Q3
2025, benefiting from Gemini-powered recommendations that boost engagement and CPM rates. Google Search maintains
growth through AI Overview, which enhances ad relevance and monetization efficiency, supported by a massive volume
of 1.3 quadprillion tokens processed monthly. Google websites, including YouTube ads, grew to $234.23 hillion in 2024 from
$206.5 billion. There is no indication of significant inorganic growth contributions from M&A over the last 3-5 years, as
specific deal contributions are not detailed, and known large deals like Wiz were aborted. Alphabet's revenue growth rate
has shown a pattern of deceleration since its peak of 41.2% in 2021, settling into the low double-digits, with 8.7% in 2023.
However, projections for 2024 and 2025 indicate a re-acceleration to 13.9% and 15.1% respectively, suggesting a positive
inflection point. The most recent available quarterly data shows overall Q3 2025 revenue growth of 15.9% to $102.3 hillion,
with Google Services growing 14% year-over-year in Q4 2025 to $95.9 billion, reinforcing this trend of re-acceleration.
Alphabet's organic revenue growth over the last 5 years averaged approximately 12-15% annually, which is largely in line
with or slightly outpacing the Interactive Media and Services industry average of 12.6-17.6%. For instance, Q4 2025
revenue growth was 17.99% compared to the industry's 17.94%. This performance is supported by substantial R&D
investments, which trended upward to 16.5% of revenue in 2024, targeting AI advancements like Gemini models and
custom Ironwood TPUv7 chips to reduce NVIDIA dependence, as well as cloud infrastructure and quantum computing.
The company's $175 billion-$185 billion planned Al infrastructure capital expenditure for the year underscores its
commitment to sustaining this organic growth trajectory. **Sources:** [Investing.com]
(https://www.investing.com/analysis/alphabets-expanding-dominance-a-full-breakdown-of-its-market-strength-200670727)
| [StockAnalysis.com](https://stockanalysis.com/stocks/googl/revenue/) | [CSI Market]
(https://csimarket.com/stocks/growthrates.php?code=GOOG) | [AlphaSense](https://www.alpha-sense.com/earnings/goog/)
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What are the key drivers of revenue growth going forward?

Alphabet's revenue growth is primarily driven by three key segments: Google Cloud, YouTube ads, and Al-enhanced
Google Search. Google Cloud is expected to continue its robust expansion, driven by increasing enterprise AI workloads
and multi-cloud adoption, as evidenced by its substantial $155 bhillion revenue backlog, which grew 82% year-over-year.
This backlog translates directly into future revenue as contracts are fulfilled, with the segment achieving 34% year-over-
year growth to $15.2 billion in Q3 2025. YouTube's growth mechanism involves improved engagement and watch time
through Gemini-powered recommendations, leading to higher CPM rates and increased advertising revenue,
complemented by volume growth from its dominant U.S. streaming share and subscription expansion. Google Search
maintains its growth through enhanced ad relevance and monetization efficiency via AI Overview, processing 1.3
quadrillion tokens monthly, ensuring sustained revenue per query without cannibalization. Overall, Alphabet reported
15.9% revenue growth in Q3 2025, reaching $102.3 billion, and 15.09% year-over-year growth for the full year 2025, totaling
$402.84 billion. | Driver | Current Contribution | Expected Impact | Confidence | |---|---|---|---| | Google Cloud | $15.2B in Q3
2025 (34% YoY growth) | High, driven by $155B backlog and AI workloads | High | | YouTube Ads | $10.3B in Q3 2025 (15%
YoY growth) | Medium-High, via engagement, subscriptions, and CPM | High | | Al-enhanced Google Search | Part of
$234.23B Google websites revenue (2024) | High, via monetization efficiency and relevance | High | Analyst consensus for
revenue growth in the next 2-3 years is not explicitly provided in the research, but the company's track record of 12-15%
annual organic revenue growth over the last five years, and recent performance of 15.09% in 2025 and 18% in Q4 2025,
suggests expectations for continued strong double-digit growth. Management has not stated a specific long-term growth
target in the provided sources, but the consistent 12-15% revenue CAGR track record supports the credibility of similar
rates going forward. Upside drivers for Alphabet's growth include the successful commercialization and widespread
adoption of Gemini 3 across its ecosystem (Search, YouTube, Workspace), which could further boost engagement and
monetization. The development and deployment of custom Ironwood TPUv7 chips could reduce reliance on third-party
hardware, improve cost efficiencies, and enhance AI compute capabilities for internal and external workloads.
Additionally, the scaling of Other Bets, such as Waymo's increasing ride volume and Verily's licensing services, presents
optionality for new revenue streams. Conversely, downside risks primarily revolve around the high AI infrastructure
capital expenditure, with $175 billion to $185 billion planned for the year, which could compress margins if returns are
slower than anticipated. Increased regulatory burdens, a persistent concern for large technology companies, could also
impact business operations and growth. While not explicitly detailed, potential competitive pressures in cloud computing
and AI could also pose a risk to growth rates.
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How durable is the revenue base? What is the customer concentration risk?

Alphabet's revenue base demonstrates high durability, primarily driven by the robust growth of Google Cloud and the
sustained monetization capabilities of Al-enhanced Google Search and YouTube ads. Google Cloud is a significant growth
engine, with Q3 2025 revenue increasing 34% year-over-year to $15.2 billion and an impressive $155 billion revenue
backlog, up 82% year-over-year, indicating strong, long-term contracted revenue visibility. This backlog is fueled by
enterprise AI workloads and multi-cloud adoption, suggesting deep customer integration and high switching costs. Google
Search maintains its revenue through AI Overview, which processes 1.3 quadrillion tokens monthly (20x YoY), enhancing
ad relevance and monetization efficiency. YouTube's growth is supported by Gemini-powered recommendations, boosting
engagement and CPM rates, alongside subscription expansion, with over 300 million paid subscribers across products like
Google One and YouTube Premium. The company's total Q3 2025 revenue grew 15.9% to $102.3 billion, with full-year 2024
revenues reaching $402.836 billion, demonstrating consistent top-line expansion. Customer concentration risk appears to
be low, as no single customer is reported to represent more than 10% of Alphabet's revenue, nor is data available on the
top 10 customer share. This suggests a diversified customer base across its vast Google Services and Google Cloud
segments. While specific average contract lengths, renewal rates, or cancellation terms are not disclosed, the substantial
$155 billion Google Cloud backlog implies multi-year commitments, particularly for large enterprise clients. The
integration of Google Cloud into enterprise AI workloads and multi-cloud environments creates high switching costs, as
migrating complex IT infrastructure and data to an alternative provider would entail significant operational disruption,
data transfer expenses, and retraining costs. Similarly, the deep integration of Google Search and YouTube into user habits
and advertiser ecosystems makes switching for these platforms costly for both users and businesses. Revenue visibility is
strong, particularly within Google Cloud, evidenced by the $155 billion revenue backlog. The company's deferred revenue
has also shown a consistent upward trend, increasing from $3.8 billion in 2021 to $6.6 billion in 2025, indicating a growing
base of pre-paid services and future recognized revenue. The company is actively investing in future growth and
autonomy with new products like Gemini 3 integrated across its core offerings and Ironwood TPUv7 custom chips,
reducing reliance on external vendors for critical Al infrastructure. Other Bets, such as Waymo, also show scaling
potential, with 4 million rides last year. Alphabet's revenue durability is high, supported by its diversified revenue
streams, substantial contracted backlog, increasing deferred revenue, and high customer switching costs in its core
segments. **Sources:** [SEC Filing]
(https://www.sec.gov/Archives/edgar/data/1652044/000165204425000087/googexhibit991¢32025.htm) | [Investing.com
Analysis](https://www.investing.com/analysis/alphabets-expanding-dominance-a-full-breakdown-of-its-market-strength-
200670727) | [TradingView News](https://www.tradingview.com/news/tradingview:da3blad56fc60:0-alphabet-inc-sec-10-k-
report/)
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

What is the pricing power of the business? Can it raise prices above inflation?

Alphabet Inc. exhibits strong pricing power, primarily driven by its dominant market positions, substantial switching
costs, and powerful network effects across its core segments. While specific price increase magnitudes are not disclosed,
the company's ability to drive significant revenue growth in its Google Services segment (+14% YoY in Q3 2025 and an
increase of $37.8 billion year over year for full year 2024) and Google Cloud (+34% YoY in Q3 2025) suggests an underlying
capacity to increase prices or volumes above inflation, especially given the current 3.29% CPI inflation rate in the US. The
company does not provide segment-level gross margins, but its consolidated operating margin of 30.5% in Q3 2025 (33.9%
excluding a €2.5 billion fine) indicates healthy profitability, though a trend of expanding gross margin cannot be directly
assessed from the provided data. Revenue per employee has remained stable at $2 million from 2022 to 2025, further
supporting the efficiency of its business model. The company's pricing mechanisms likely involve value-based pricing for
advertising services, given the critical role Google Ads plays for businesses, and subscription price adjustments for its
growing base of over 300 million paid subscribers, led by Google One and YouTube Premium. Google Cloud's pricing
would involve standard enterprise software and infrastructure contracts, likely with annual escalators. However, the
research does not explicitly detail these mechanisms. Customer reaction to price increases, particularly in terms of churn,
is not disclosed. However, the high switching costs for advertisers on Google Ads, which commands over 39% of the global
digital ad market as of 2023, suggest low price elasticity. Advertisers face significant barriers like relearning interfaces,
retooling campaigns, and rebuilding optimization strategies, making migration complex, time-consuming, and expensive.
Similarly, migrating infrastructure from Google Cloud Platform (GCP), which holds over 10% market share as the third-
largest player, is also described as complex, time-consuming, and expensive, implying a high tolerance for price
adjustments from enterprise customers. The primary competitive constraints on Alphabet's pricing power come from
emerging Al-focused search and advertising companies, which represent a potential $148 billion competitive threat to
Google Search's future. While Google's Chrome browser holds a dominant 67.94% market share as of July 2025, its position
was earned through product superiority rather than anti-competitive practices, suggesting a competitive environment
where value must be continually proven. Regulatory and legal barriers, such as antitrust provisions, prevent Alphabet
from acquiring competitors, which could limit its ability to consolidate market share further and exert pricing influence.
Despite these constraints, Alphabet's wide economic moat, fortified by network effects (e.g., Google Search, YouTube,
Android), intangible assets, and scale advantages (seven platforms each serving 2 billion+ users), provides a robust
foundation for strong pricing power. The company's $150 billion investment in AI R&D and proprietary chips (TPUs)
creates years of integration advantage, further solidifying its competitive position. **Sources:** [SEC Filing]
(https://www.sec.gov/Archives/edgar/data/1652044/000165204425000087/googexhibit991¢32025.htm) | [AMMINVEST]
(https://www.amminvest.com/google-vs-ai-the-148-billion-battle-for-searchs-future/) | [GuruFocus]
(https://www.gurufocus.com/term/moat-score/TSX:GOOG) | [Morningstar](https:/www.morningstar.com/stocks/going-
into-earnings-is-alphabet-stock-buy-sell-or-fairly-valued-10)
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

What is the backlog or contracted revenue visibility?

Alphabet's revenue visibility is primarily driven by its Google Cloud segment, which reported a substantial revenue
backlog of $155 billion in Q3 2025, marking an 82% year-over-year increase. This backlog represents remaining
performance obligations for Google Cloud Platform, indicating strong future contracted revenue, particularly from
enterprise Al workloads and multi-cloud adoption. Given Google Cloud's Q3 2025 revenue of $15.2 billion, this backlog
alone provides approximately 10.2 quarters, or 2.5 years, of contracted revenue visibility for that segment. While a
broader company-wide backlog is not disclosed, deferred revenue provides additional insight into contracted but
unearned revenue. Alphabet's deferred revenue has shown a consistent upward trend, increasing from $3.8 billion in 2021
to $6.6 billion in 2025. This growth signals a rising pool of services or subscriptions that have been paid for but not yet
delivered or recognized as revenue. However, compared to the company's total annual revenue of $403.0 billion, the
deferred revenue figure represents a relatively small portion, suggesting that a significant majority of Alphabet's revenue
is recognized shortly after service delivery or on a transactional basis, particularly in its advertising segments. Regarding
the quality of the backlog, the 82% year-over-year growth in Google Cloud's $155 billion backlog significantly outpaces the
company's overall Q3 2025 revenue growth of 15.9% and Google Cloud's own 34% revenue growth. This indicates
accelerating demand for Google Cloud services, especially those related to AI, and suggests that future revenue growth in
this segment is likely to remain robust. The substantial increase in backlog relative to recognized revenue points to strong
new order intake and a healthy book-to-bill ratio for Google Cloud, though a precise company-wide book-to-bill ratio is not
available. In terms of comparison, the $155 billion Google Cloud backlog compares favorably to many enterprise software
and cloud providers, providing a solid multi-year revenue base. However, without specific backlog disclosures for
Alphabet's advertising segments, a direct peer comparison for overall revenue visibility is challenging. The nature of
Alphabet's core advertising business means revenue is often recognized immediately or over short periods, making a
large, long-term contracted backlog less typical than for a pure-play cloud or subscription software company. The growth
in Google Cloud's backlog, however, positions Alphabet competitively in the high-growth enterprise AI and cloud market.
**Sources:** [Investing.com](https:/www.investing.com/analysis/alphabets-expanding-dominance-a-full-breakdown-of-
its-market-strength-200670727) | [Statista](https://www.statista.com/statistics/633651/alphabet-annual-global-revenue-by-
segment)

How has the company performed vs. its own guidance historically?

Alphabet's historical performance versus its own guidance cannot be definitively assessed with the provided research.
The available data focuses on recent and projected growth drivers, such as Google Cloud's 34% year-over-year revenue
growth in Q3 2025 to $15.2 billion and its substantial $155 billion revenue backlog, or YouTube ads' 15% year-over-year
growth to $10.3 billion. While these figures indicate strong recent performance and future potential, there is no historical
record of actual reported earnings per share (EPS) or revenue compared against management's prior guidance or
consensus estimates over a period of 8-12 quarters. Therefore, a quantitative assessment of a beat/miss table, batting
average, or average magnitude of beats is not possible. Similarly, without a historical comparison of actual results against
guidance, it is not possible to determine management's guidance pattern—whether they tend to sandbag (consistently beat
estimates) or guide aggressively. The research highlights overall Q3 2025 revenue growth of 15.9% to $102.3 billion, driven
by key segments like Google Cloud and Al-enhanced Google Search, which maintains monetization rates with AI Overview
reaching 2 billion monthly users. However, this is a single data point and does not establish a historical pattern against
guidance. Consequently, a judgment on the credibility of Alphabet's guidance cannot be made. The research details
organic growth drivers, including Google Cloud's volume from enterprise AI workloads, YouTube's mix improvements via
Gemini-powered recommendations, and Google Search's price/mix from AI Overview. It also outlines new products in the
pipeline like Gemini 3 and Ironwood TPUv7 custom chips, which are expected to drive future performance. While these
elements suggest a company with strong strategic direction and growth initiatives, they do not provide the necessary
historical data to evaluate management's track record against its own financial projections.
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

COMPETITIVE ENVIRONMENT

Who are the primary competitors and what is the competitive dynamic?

Alphabet Inc. operates within a competitive landscape characterized by an oligopolistic structure in its core segments,
driven by innovation and quality rather than price. While specific competitor market shares and financial metrics are
largely absent from the research, the competitive dynamic is shaped by the company's wide economic moat and
aggressive strategic M&A to counter emerging threats. ### COMPETITOR TABLE | Competitor | Revenue | Market Share |
Margin | Key Strength | Key Weakness | |---|---|---|---|---|---| | Meta Platforms | Not provided | Not provided | Not provided |
Strong social network effects, high moat score (94/100) | Not provided | | Amazon Web Services (AWS) | Not provided | Not
provided | Not provided | Leading cloud provider | Not provided | | Microsoft Azure | Not provided | Not provided | Not
provided | Strong enterprise cloud presence | Not provided | | AI-focused search/ad companies | Not provided | Not
provided | Not provided | Disruptive AI technology | Emerging, unproven scale | ### COMPETITIVE DYNAMIC The
competitive dynamic is best described as an **oligopoly** in Alphabet's key segments like search advertising and cloud
computing. Google Ads commands over 39% of the global digital ad market as of 2023, while Google Cloud Platform holds
over 10% market share in public cloud, positioning it as the third-largest player. The industry shows clear signs of
consolidation, with incumbents like Alphabet engaging in strategic M&A to bolster AI, cloud, and infrastructure
capabilities. This is exemplified by Alphabet's acquisition of Wiz Inc. for $32 billion in March 2025 to enhance Google
Cloud's security and Intersect Power for $4.75 billion in March 2026 to secure energy for Al data centers. This indicates a
market where a few large players dominate and are actively consolidating to maintain their positions. ### PRICING
DYNAMIC The industry is primarily competing on **quality and innovation**. Alphabet's success in Google Search is
attributed to users believing Google delivers the highest-quality information fastest, creating psychological switching
costs. Chrome achieved 67.94% market share as of July 2025 through product superiority. The company's significant
investment of $150 billion into AI R&D and proprietary chips (TPUs) powering Gemini across Search, Cloud, and YouTube
highlights a focus on innovation. While advertising drives Alphabet's revenue, the pricing environment (e.g., ad rates) is
not detailed, suggesting that quality of audience targeting and ad delivery, driven by innovation, are key competitive
factors over simple price competition. ### SHARE SHIFTS Explicit data on competitor share gains from Alphabet in the
2023-2026 period is not provided. However, Al-focused search and advertising companies represent emerging competition
that could pressure Alphabet's dominance. ChatGPT/AI search is identified as a $148 billion competitive threat to Google
Search's future, indicating potential future share shifts, though actual market share losses to date are not documented.
Alphabet's wide economic moat, fortified by substantial switching costs, dominant market positions, and network effects,
has historically protected its share. ### COMPETITIVE RESPONSE Alphabet responds to competitive threats and emerging
technologies through aggressive internal development and strategic acquisitions. The company has invested $150 billion
into AI R&D, integrating Gemini across its products to maintain its lead. In response to intense competition in cloud from
AWS and Azure, Alphabet acquired Wiz Inc. for $32 billion in March 2025 to enhance Google Cloud's security. Furthermore,
to address the surging energy demands of AI, Alphabet acquired Intersect Power for $4.75 billion in March 2026 to secure
multi-gigawatt projects for Al data centers. These actions demonstrate a proactive strategy to defend and expand its
market position. ### ASSESSMENT The competitive environment for Alphabet is getting **worse** due to the emergence of
Al-focused competition and the increasing capital intensity required to maintain its leadership. While Alphabet maintains
a wide economic moat and is proactively investing in AI and infrastructure (e.g., Wiz Inc. and Intersect Power
acquisitions), the competitive threat from Al-focused search and advertising companies is significant, representing a
potential $148 billion challenge to its core search business. The need for massive investments in AI R&D and energy
infrastructure for data centers underscores the escalating costs of maintaining competitive advantage. Regulatory and
legal barriers, while preventing Alphabet from acquiring certain competitors, also restrict its ability to consolidate
further in advertising and search, adding another layer of complexity to the competitive landscape. **Sources:** [Google
vs. Al: The $148 Billion Battle for Search's Future](https://www.amminvest.com/google-vs-ai-the-148-billion-battle-for-
searchs-future/) | [Alphabet Inc. (GOOG) Navigating the Al Frontier]
(https://markets.financialcontent.com/wral/article/predictstreet-2025-12-8-alphabet-inc-goog-navigating-the-ai-frontier-
with-unprecedented-investment-and-regulatory-scrutiny) | [Google Intersect acquisition Al energy]
(https://intuitionlabs.ai/articles/google-intersect-acquisition-ai-energy) | [List of mergers and acquisitions by Alphabet]
(https://fen.wikipedia.org/wiki/List_of_mergers_and_acquisitions_by_Alphabet)
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

What is the source of the company's competitive advantage (moat)?

Alphabet's wide economic moat is primarily derived from a combination of substantial switching costs, powerful network
effects, significant scale advantages, and extensive intangible assets. The company's core segments exhibit these
characteristics, solidifying its dominant market position. Switching costs are particularly high for advertisers using
Google Ads, which commands over 39% of the global digital ad market as of 2023. Advertisers face material barriers to
migration, including relearning interfaces, reworking entire ad campaigns, and rebuilding optimization strategies.
Similarly, Google Cloud Platform (GCP), with over 10% market share in public cloud, imposes complex, time-consuming,
and expensive migration costs on clients, encompassing system downtime, costly overhauls, and employee retraining.
While user-side search engine switching costs are lower, Google has established psychological switching costs through
user trust in its ability to deliver high-quality information rapidly. Network effects are a critical component of Alphabet's
moat. Google Search benefits from a reinforcing loop where increased user activity enhances search algorithms, attracting
more users and advertisers, which in turn further improves the product. YouTube operates on a similar principle, with its
content creators attracting viewers, and viewers attracting more creators. Android and Google Play also generate
significant network effects, creating a robust ecosystem that becomes more valuable with each additional user. Chrome,
which achieved a 67.94% market share by July 2025, further reinforces this ecosystem. Alphabet leverages immense scale
advantages, with seven of its platforms each serving over 2 billion users. This embedded presence creates substantial
barriers to entry for competitors and allows for superior R&D investment, such as the $150 billion invested in AI R&D and
proprietary TPUs powering Gemini. This scale also drives cost advantages in content delivery, data center operations, and
advertising infrastructure. The company's intangible assets, including strong brand identity, numerous patents, and
proprietary technologies like Gemini, provide years of integration advantage ahead of rivals. Alphabet's consolidated
operating margin was 30.5% in Q3 2025, demonstrating its ability to generate significant profitability. While specific
segment gross margins are not disclosed, the company's overall profitability and market dominance across multiple
segments underscore its structural cost advantages. The financial proof of Alphabet's moat, however, cannot be fully
quantified with the provided ROIC trend data, as it is marked as N/A for all years. Despite this, the qualitative evidence
strongly supports a wide moat rating, as affirmed by GuruFocus (9/10) and Find My Moat (86/100). **Sources:** [SEC Filing]
(https://www.sec.gov/Archives/edgar/data/1652044/000165204425000087/googexhibit991¢32025.htm) | [AMMinvest]
(https://www.amminvest.com/google-vs-ai-the-148-billion-battle-for-searchs-future/) | [Morningstar]
(https://www.morningstar.com/stocks/going-into-earnings-is-alphabet-stock-buy-sell-or-fairly-valued-10) | [Find My Moat]
(https://www.findmymoat.com/stocks/vs/googl-vs-meta)
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

How durable is the moat — is it widening or narrowing?

Alphabet's economic moat is currently **stable**, with strong widening factors balanced by emerging competitive
pressures and a lack of clear quantitative trends. The company benefits from substantial switching costs, dominant
market positions, and reinforcing network effects, particularly in its core Search and advertising businesses. However, the
rapidly evolving AI landscape and intense competition in cloud services present material threats. **WIDENING
EVIDENCE**: Alphabet's moat is strengthening through strategic investments and the compounding effects of its scale. The
company has invested $150 billion into AI R&D and proprietary chips (TPUs), creating years of integration advantage for
its Gemini models across Search, Cloud, and YouTube. Its seven platforms each serve over 2 billion users, creating
immense switching cost advantages and reinforcing network effects that competitors cannot easily match. Google Ads
commands over 39% of the global digital ad market as of 2023, while Google Cloud Platform (GCP) holds over 10% market
share in public cloud. The acquisition of Wiz Inc. for $32 billion in March 2025 significantly enhances Google Cloud's
security capabilities, and the $4.75 bhillion acquisition of Intersect Power in December 2025 secures multi-gigawatt projects
for AI data centers, demonstrating a proactive approach to infrastructure and competitive positioning. Chrome's 67.94%
market share as of July 2025, achieved through product superiority, further solidifies its ecosystem. **NARROWING
EVIDENCE**: The moat faces narrowing pressures primarily from technological disruption and intense competition. AI-
focused search and advertising companies represent an emerging competitive threat, with ChatGPT/AI search posing a
potential $148 billion challenge to Google Search's future. While Alphabet is aggressively integrating Gemini AI, the rapid
pace of Al innovation means its core search business is at risk of disruption. In the cloud segment, GCP faces formidable
rivals in AWS and Azure, necessitating large acquisitions like Wiz to maintain competitiveness. Regulatory scrutiny,
though not explicitly detailed as narrowing the moat, prevents Alphabet from acquiring advertising and search
competitors, limiting one avenue for expansion. **ROIC TREND**: The research does not provide Return on Invested
Capital (ROIC) data for any period, preventing an assessment of its trend over eight years. **MARGIN TREND**: Gross
margin data is not provided for any historical period, precluding an analysis of its expansion or compression. **MARKET
SHARE TREND**: Specific 5-year historical market share trends are not provided. However, current data indicates Google
Ads holds over 39% of the global digital ad market (2023) and GCP has over 10% market share in public cloud. Chrome's
67.94% market share (July 2025) suggests continued dominance in that segment. There is no explicit data indicating
market share losses to competitors in the last three years, though AI-focused companies represent an emerging threat.
**VERDICT**: **Stable**. Alphabet's moat remains robust due to its unparalleled scale, network effects, and strategic Al
investments. However, the transformative nature of Al and the intense competitive landscape, particularly in cloud and
emerging search technologies, mean that while the company is actively reinforcing its position, the overall durability is

stable rather than definitively widening or narrowing without clearer quantitative trends.
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

What is the threat from new entrants and disruptive technologies?

Alphabet Inc. faces a medium threat from new entrants and disruptive technologies, primarily due to its established
competitive moats and strategic acquisitions, yet it remains vulnerable to rapidly evolving AI capabilities. Alphabet
benefits from substantial barriers to entry across its core segments. **Technology barriers** are high, driven by the
company's $150 billion investment in AI R&D and proprietary chips (TPUs), creating years of integration advantage with
its Gemini models across Search, Cloud, and YouTube. **Distribution barriers** are significant, as Alphabet's seven
platforms each serve over 2 billion users, creating embedded presence and immense switching costs. **Brand barriers**
are robust, with a strong brand identity and user trust, particularly in search, where users believe Google delivers the
highest-quality information fastest. **Network effects** are a powerful barrier, with Google Search, YouTube, Google Play,
and Android all benefiting from reinforcing loops that attract more users and advertisers, further improving their
products. **Scale advantages** enable superior R&D investment and algorithmic improvements that competitors struggle
to match. While **regulatory barriers™ prevent Alphabet from acquiring advertising and search competitors, they also
restrict competitors from being acquired by Alphabet, creating a double-edged restriction. Within the last five years, the
research does not identify specific new entrants that have successfully taken significant market share from Alphabet.
However, **Al-focused search and advertising companies represent emerging competition** that could pressure
Alphabet's dominance. The only quantified threat is from ChatGPT/AI search, which represents a $148 billion competitive
threat to Google Search's future, though actual market share losses to date are not documented. The most significant
**technology disruption™* threatening Alphabet is artificial intelligence. While Alphabet is aggressively integrating its
Gemini Al models, the rapid evolution of AI challenges its core search dominance and enables new entrants. The surging
energy demands of AI are also driving strategic infrastructure deals, as seen with Alphabet's acquisition of Intersect
Power for $4.75 billion to secure multi-gigawatt projects for AI data centers. No specific well-funded startups are named as
direct threats with funding amounts, beyond the general mention of Al-focused companies. A large tech or industry player
could pose an **adjacent threat**, particularly in the cloud computing space. While not a new entrant, competitors like
Amazon Web Services (AWS) and Microsoft Azure intensely compete with Google Cloud Platform (GCP). Alphabet's
acquisition of Wiz Inc., a cloud cybersecurity startup, for $32 billion in March 2025, was a strategic move to enhance
Google Cloud's security against these formidable rivals. Meta Platforms, with a moat score of 94/100 compared to
Alphabet's 86/100, operates as an oligopoly in its segments, suggesting it could be a significant adjacent competitor,
although specific market share comparisons are not provided. The **threat level is Medium**. Alphabet's wide economic
moat, fortified by substantial switching costs, dominant market positions, and network effects, provides robust
protection. Its proactive M&A strategy, exemplified by the Wiz Inc. and Intersect Power acquisitions, demonstrates a
commitment to bolstering its AI and cloud capabilities against competitive pressures. However, the rapidly evolving AI
landscape and the $148 billion competitive threat posed by Al search models present a material, albeit unquantified, risk
to its core advertising business.
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

What is the bargaining power of customers and suppliers?

Alphabet Inc. generally maintains a strong bargaining position relative to its customers due to high switching costs and
dominant market shares, while supplier power is mitigated by the company's scale and strategic investments. However,
certain customer segments exhibit higher leverage, and the competitive landscape is evolving. Customer bargaining
power varies significantly across Alphabet's diverse segments. For Google Ads, advertisers face substantial switching
costs, including relearning interfaces, reworking entire campaigns, and rebuilding optimization strategies, establishing
material barriers to migration. Google Ads commands over 39% of the global digital ad market as of 2023, underscoring its
dominant position. Similarly, Google Cloud Platform (GCP) customers face complex, time-consuming, and expensive
migration processes once infrastructure is built, involving potential system downtime, costly overhauls, and employee
retraining. GCP holds over 10% market share in public cloud, positioning it as the third-largest player. While end-users of
Google Search can technically switch easily, Google has cultivated psychological switching costs through user trust,
though this is less substantial than legacy switching costs. The Days Sales Outstanding (DSO) for Alphabet has remained
relatively stable, fluctuating between 52 and 57 days from 2021 to 2025 (57 days in 2025), which does not indicate a
significant shift in customer payment terms or bargaining leverage over this period. However, the lower margins on
Google Network Members (third-party publisher network) compared to direct Google advertising, and lower margins on
mobile and newer ad formats, suggest that certain customer segments or ad types can exert more pricing pressure.
Supplier bargaining power for Alphabet is generally limited. The company's massive scale and strategic investments in
proprietary technology, such as the $150 billion invested in AT R&D and proprietary chips (TPUs), reduce its reliance on
external suppliers for critical components and software. Alphabet's seven platforms each serve 2 billion+ users, creating
embedded presence and immense switching cost advantages for its own offerings, which in turn limits the leverage of
third-party content providers or infrastructure suppliers. The company's cost advantages in content delivery and data
center operations further diminish supplier power. The research provides no specific data on Days Payable Outstanding
(DPO) or Days Inventory Outstanding (DIO), which would typically offer direct insights into supplier payment terms and
inventory management efficiency. Looking at specific examples, advertisers on Google Ads and enterprises using GCP
represent customer segments with some leverage, primarily due to the significant investment they make into Google's
ecosystem. However, the high switching costs largely counteract this. The primary competitive threat comes from
emerging Al-focused search and advertising companies, with ChatGPT/AI search representing a potential $148 bhillion
competitive threat to Google Search's future. This indicates a potential shift in bargaining power towards customers if
viable, lower-cost, or superior alternatives emerge. For suppliers, the lack of specific data makes a direct assessment
challenging, but Alphabet's internal development of key technologies and vast operational scale suggest limited external
supplier leverage. Overall, Alphabet has a strong bargaining position with its customers due to high switching costs,
dominant market shares, and network effects across its core products like Search, Ads, and Cloud. While new AI-driven
competition could introduce future pressure, there is no evidence of a significant shift in customer bargaining power to
date. The company's scale and internal capabilities suggest a strong position relative to its suppliers, though specific
financial metrics for supplier relationships are not available. The stable DSO trend from 2021-2025 further supports a
consistent, strong customer bargaining position for Alphabet.
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

Is the industry consolidating or fragmenting? Who is taking share?

The Internet Content & Information industry is actively consolidating, driven by strategic acquisitions from incumbents
like Alphabet, rather than fragmenting. This consolidation is primarily focused on bolstering capabilities in artificial
intelligence, cloud infrastructure, and cybersecurity to address competitive pressures and the escalating demands of AI
scaling. Alphabet's M&A strategy exemplifies this trend, with over 200 acquisitions completed by March 2025, none of
which indicate fragmentation. Recent significant M&A deals underscore this consolidation. Alphabet acquired Wiz Inc., a
cloud cybersecurity startup, for $32 billion in March 2025, marking its largest-ever deal and strengthening Google Cloud's
competitive stance against AWS and Azure. Additionally, Alphabet acquired Intersect Power, an energy infrastructure
developer, for $4.75 billion in cash plus debt assumption, closing in March 2026. This acquisition secures multi-gigawatt
projects essential for powering AI data centers, highlighting the critical link between AI development and energy
infrastructure. The research does not provide specific multiples paid for these acquisitions. Regarding market share shifts,
the industry is not experiencing broad fragmentation or significant share losses by Alphabet to competitors. While AI
technologies pose a potential $148 billion competitive threat to Google Search's future, there is no evidence of actual
market share losses to date. Alphabet maintains a dominant position in search and advertising, with Google Ads
commanding over 39% of the global digital ad market as of 2023, and Chrome holding 67.94% browser market share as of
July 2025. Google Cloud Platform (GCP) holds over 10% market share in public cloud, positioning it as the third-largest
player. The company's wide economic moat, characterized by substantial switching costs for advertisers and cloud users,
network effects across its platforms, and significant intangible assets like its brand and $150 billion investment in AT R&D,
acts as a strong barrier against share erosion. The primary drivers of this consolidation are technological advancements,
specifically artificial intelligence, and the immense scale economics required to compete. The surging energy demands of
Al data centers, coupled with the need for advanced cybersecurity and cloud infrastructure, necessitate large-scale
investments and strategic acquisitions. Alphabet, with its seven platforms each serving over 2 billion users, leverages its
scale to make R&D investments and algorithmic improvements that smaller competitors cannot match. This industry
structure positions Alphabet as a clear consolidator, acquiring critical technologies and infrastructure to maintain and
extend its competitive advantages. Looking ahead five years, the Internet Content & Information industry is expected to
continue its consolidation trajectory, with Al remaining the central catalyst. Large incumbents like Alphabet will likely
continue to acquire specialized AI, cybersecurity, and infrastructure companies to maintain their competitive edge and
manage the escalating costs and complexities of AI development. The industry will likely see increased integration of Al
across all services, further entrenching dominant players who can afford the necessary R&D and infrastructure
investments. Alphabet's proactive M&A strategy and substantial R&D spending indicate its intent to remain at the
forefront of this consolidated, Al-driven landscape. **Sources:** [PredictStreet]
(https://markets.financialcontent.com/wral/article/predictstreet-2025-12-8-alphabet-inc-goog-navigating-the-ai-frontier-
with-unprecedented-investment-and-regulatory-scrutiny) | [Intuition Labs](https://intuitionlabs.ai/articles/google-
intersect-acquisition-ai-energy) | [Amminvest](https://www.amminvest.com/google-vs-ai-the-148-billion-battle-for-
searchs-future/) | [Simply Wall St](https://simplywall.st/stocks/ar/media/base-googl/alphabet-shares/past)
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MANAGEMENT QUALITY

What is the CEO's background, tenure, and track record?

Sundar Pichai's career before becoming CEO of Google in 2015 and then Alphabet in 2019 was marked by significant
product leadership and strategic vision. He joined Google in April 2004 as Vice President of product management, initially
focusing on Google Toolbar. His influence grew substantially as he spearheaded the development and launch of the Google
Chrome browser in 2008, which became a dominant force in the market. Pichai also led the creation of Chrome OS for
Chromebooks and took over oversight of Android in 2013, expanding its ecosystem with initiatives like Android One. His
portfolio further included key products such as Google Drive, Gmail, Maps, and the open-sourcing of VP8, leading to
WebM. A notable strategic move under his product leadership was the $3.2 billion acquisition of Nest in 2014, integrating
it into Google's smart home offerings. Before Google, Pichai gained experience at McKinsey & Company in management
consulting and at Applied Materials in semiconductor manufacturing and engineering. He holds a Bachelor's from IIT
Kharagpur, a Master's from Stanford, and an MBA from Wharton. Pichai officially became CEO of Google on August 10,
2015, following the announcement of Alphabet's formation, and then assumed the role of CEO for the entire Alphabet
conglomerate in December 2019, succeeding co-founder Larry Page. While specific stock price data at his appointment
dates and total shareholder return during his tenure are not provided, the current stock price is $342.32, with a market
capitalization of $4.14 trillion. The 52-week high stands at $350.15, and the 52-week low at $149.49. His total compensation
for 2022 was reported at $226 million, positioning him as one of the world's highest-paid executives. Information regarding
his personal share ownership count and current value is not available. Under Pichai's leadership, Alphabet has undergone
several pivotal strategic decisions and transformations. The **Alphabet restructuring in 2015** allowed Google to focus on
its core cash-generating businesses like Search, YouTube, and Android, while enabling
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How is management compensated and is it aligned with shareholders?

| Component | CEO | CFO | Other Named Executives | |---|---|---|---| | Base Salary | N/A | $1 million | N/A | | Cash Bonus | N/A | Up
to 200% of base + $9.9 million sign-on | N/A | | Stock Awards | $226 million (2022 Total Comp) | $13.1 million (sign-on GSUs
2024) + $17 million (GSUs 2025) + $6 million (GSUs 2026) + $5 million (PSUs 2024-2026) + 87,255 Class C GSUs (April 2026) | N/A
| | Total | $226 million (2022) | $31.3 million (2025 estimated) + initial $41+ million package | N/A | **PERFORMANCE
METRICS™* Performance metrics determining bonus and stock awards are not explicitly detailed in the provided research
for Sundar Pichai or Anat Ashkenazi beyond the general structure of GSUs and PSUs. The CFO's compensation includes a
discretionary bonus, implying qualitative or internal metrics, and PSUs which typically link to specific performance
targets. **SBC BURDEN** Stock-based compensation (SBC) as a percentage of revenue for the past five years is not available
in the provided research. Therefore, it is not possible to assess if it is excessive based on the >10% red flag threshold.
*ALIGNMENT** Management compensation at Alphabet, particularly for the CFO, appears moderately aligned with
shareholder interests, primarily through substantial equity components. Anat Ashkenazi's compensation package
includes significant GSUs and PSUs, with the 87,255 Class C GSUs granted in April 2026 vesting through 2028, aligning her
long-term incentives with the company's stock performance. The initial $41+ million package, including a $9.9 million
cash sign-on bonus and $13.1 million in sign-on GSUs, was designed to offset forfeiture from her previous role, ensuring a
competitive transition. Sundar Pichai's 2022 total compensation of $226 million, while high, is also heavily weighted
towards equity, suggesting alignment with long-term value creation. However, the lack of specific performance metrics
tied to bonuses and stock awards for the CEO makes a full assessment of alignment challenging. The dual-class share
structure, concentrating voting control with founders Larry Page and Sergey Brin, represents a governance concern that
can dilute the influence of public shareholders despite executive compensation structures. **SAY-ON-PAY** The most
recent say-on-pay vote result is not available in the provided research. **ASSESSMENT** Moderately aligned. The
compensation structure for Alphabet's executives, particularly the CFO, demonstrates a strong reliance on equity awards
(GSUs and PSUs), which inherently links executive wealth to the company's stock performance over the long term. For
instance, Anat Ashkenazi's substantial equity grants, including 87,255 Class C GSUs vesting through 2028, directly align her
financial interests with sustained shareholder value creation. Sundar Pichai's 2022 total compensation of $226 million,
while significant, is also predominantly equity-based, indicating a similar long-term perspective. However, the absence of
specific, disclosed performance metrics for bonus and stock award determination, especially for the CEO, prevents a
complete assessment of how these awards are explicitly tied to operational or financial targets that directly benefit
shareholders (e.g., revenue growth, EPS, TSR, ROIC). Furthermore, the persistent dual-class share structure, which
concentrates voting power with the founders, remains a structural governance issue that can undermine the influence of
public shareholders, regardless of executive pay alignment. The lack of SBC burden data also leaves a gap in
understanding the full cost of this equity-heavy compensation approach. **Sources:** [Business Insider]
(https://www.businessinsider.com/sundar-pichai-google-alphabet-ceo-career-life) | [CFO.com]
(https://www.cfo.com/news/alphabet-names-anat-ashkenazi-as-its-new-cfo-replaces-ruth-porat-eli-lilly-ai-finance-
team/718076/) | [StockTitan](https://www.stocktitan.net/sec-filings/GOOG/form-4-alphabet-inc-insider-trading-activity-
0554c615a25d.html)
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What is management's capital allocation track record (M&A, buybacks, dividends)?

Alphabet demonstrates a consistent capital allocation strategy centered on substantial share repurchases and significant
reinvestment into its business through capital expenditures and R&D, with a nascent dividend policy. The company's
financial strength is evident in its robust free cash flow generation, which has consistently funded these initiatives. | Year |
FCF | Buybacks | Dividends | M&A | Capex | |---|-=-|--|-=-|--|---| | 2021 | $67.0B | $50.3B | $0.00 | $2.6B | $24.6B | | 2022 | $60.0B |
$59.3B | $0.00 | $7.0B | $31.5B | | 2023 | $69.5B | $61.5B | $0.00 | $0.495B | $32.3B | | 2024 | $72.8B | $62.2B | $0.00 | $2.9B | $52.5B | |
2025 | $73.3B | $45.7B | $0.00 | $1.6B | $91.4B | Alphabet's M&A activity has been relatively modest in recent years compared
to its free cash flow, with the largest known deal, Wiz, being aborted. The available data does not provide sufficient detail
to create a comprehensive M&A scorecard with prices, multiples, or value creation assessments for the last 3-5 largest
acquisitions. However, the reported acquisition spending of $2.6B in 2021, $7.0B in 2022, $495M in 2023, $2.9B in 2024, and
$1.6B in 2025 indicates a strategic but not aggressive approach to external growth, often focusing on smaller, tuck-in
acquisitions or technology enhancements. Buyback effectiveness is strong. Alphabet has consistently executed substantial
share repurchase programs, returning $50.3B in 2021, $59.3B in 2022, $61.5B in 2023, $62.2B in 2024, and $45.7B in 2025.
These repurchases have been funded by its significant free cash flow, which ranged from $60.0B to $73.3B over the same
period. While specific stock prices at the time of buybacks are not provided, the consistent and large-scale nature of these
programs suggests management views its shares as undervalued or appropriately valued for return of capital. The
company's 5-year earnings growth of 23.50% significantly outpaced the industry average of 15.00%, indicating that these
repurchases likely occurred during periods of strong underlying business performance, making them value-accretive.
Alphabet initiated a dividend policy recently, paying an annual dividend of $0.84 per share quarterly. The company has
paid dividends for three consecutive years, starting with $0.20 per share quarterly in 2024 and increasing to $0.21 per
share quarterly in 2025 and 2026. With a dividend yield of 0.25%, the payout ratio is extremely low, reflecting a
conservative approach to dividends and prioritizing reinvestment and buybacks. The dividend is highly sustainable given
the company's robust free cash flow, which far exceeds the dividend payments. The dividend growth rate is modest,
reflecting its nascent stage. R&D investment has trended upward, reaching 16.5% of revenue in 2024, up from
approximately 14% in 2020. This sustained and increasing investment, targeting critical areas like AI (Gemini models,
TPUs), cloud infrastructure, and quantum computing, is crucial for maintaining Alphabet's competitive edge and driving
future organic growth. With organic revenue growth averaging 12-15% annually and recent performance showing 15.09%
YoY revenue growth in 2025, the company is effectively investing for growth, slightly outpacing or matching the
Interactive Media and Services industry average of 12.6-17.6%. Overall, Alphabet is an A- capital allocator. Management
effectively deploys its substantial free cash flow, primarily through consistent and large-scale share repurchases, which
are likely value-accretive given the company's strong earnings growth. Strategic, albeit smaller, M&A complements
organic growth, and a growing R&D investment ensures future innovation. The recent initiation of a conservative
dividend policy further diversifies capital returns without compromising financial flexibility or growth investments. The
company's interest coverage ratio of 216.80x (unadjusted) in 2025 demonstrates exceptional financial health, supporting its
capital allocation decisions. **Sources:** [Stock Analysis Revenue](https://stockanalysis.com/stocks/googl/revenue/) |
[Simply Wall St](https://simplywall.st/stocks/ar/media/base-googl/alphabet-shares/past) | [Stock-Analysis-On-Net Debt]
(https://www.stock-analysis-on.net/NASDAQ/Company/Alphabet-Inc/Analysis/Debt) | [CSI Market Growth Rates]
(https://csimarket.com/stocks/growthrates.php?code=GOOG)
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Has management delivered on its stated strategic priorities?

Sundar Pichai's tenure as CEO of Google since August 2015 and Alphabet since December 2019 demonstrates a consistent
strategic focus on Al integration, product expansion, and disciplined cost management, with a strong track record of
execution. While specific long-term growth targets are not explicitly stated in the provided research, management's
actions align with driving sustained revenue growth and profitability. Pichai's strategic decisions, such as the Alphabet
restructuring in 2015, the deep integration of AI across Google's product suite, and the expansion into hardware and cloud
services, represent clear priorities. Management has largely delivered on these implicit priorities. The Alphabet
restructuring successfully focused Google on its core cash cows while enabling 'other bets' like Waymo. The emphasis on
AT has led to breakthroughs in voice recognition, image processing, and the development of the Google Gemini chatbot,
positioning Google favorably in the AI race. Product launches under Pichai, including Pixel smartphones, Google Nest,
Google Workspace, and Google Cloud expansion, have broadened Alphabet's ecosystem. The company's organic revenue
growth averaged 12-15% annually over the last five years, matching or slightly outpacing the Interactive Media and
Services industry average of 12.6-17.6%. More recently, Q4 2025 revenue grew 18% year-over-year to $113.83 billion, with
full-year 2025 revenue reaching $402.84 billion, up 15.09% year-over-year. R&D spending has trended upward to 16.5% of
revenue in 2024, reflecting continued investment in AI and cloud infrastructure. The workforce reorganization and layoffs
of 12,000 employees in January 2023 demonstrate a commitment to cost discipline, with Pichai taking full responsibility
for the decision. The timeline for these achievements has generally been consistent, with continuous product
development and strategic shifts occurring throughout Pichai's leadership. There is no evidence of management moving
goalposts or significantly altering targets; rather, the strategic narrative around AI and product innovation has remained
consistent and has been reinforced by investment and execution. The company's strong financial performance, including
arecent return on equity of 31.8-31.83% and net margins of 32.8-32.81%, indicates effective capital allocation and
profitability, well above a typical cost of capital of 8-10%. Based on this track record, investors should trust current
guidance. The consistent organic revenue growth, strategic investments in future technologies like Al, and demonstrated
abhility to manage costs, even through significant workforce reductions, underscore management's credibility. The
sustained outperformance relative to industry averages in key financial metrics, such as the 5-year earnings growth of
23.50% reported by Zacks (vs. industry 15.00%), further supports this view. Overall, Sundar Pichai's leadership has been
characterized by **Excellent execution** in driving strategic priorities, particularly in AI and product innovation, while
maintaining strong financial performance and adapting to market conditions through cost management.
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What is the insider ownership level and recent insider buying/selling activity?

Insider ownership at Alphabet Inc. (GOOG) is substantial, particularly due to the founders' Class B shares, which carry
disproportionate voting rights. Total insider ownership is approximately 9.96% of shares outstanding, though this figure
can rise to 83.47% when accounting for the founders' Class B shares, which control 51.4% of the voting power. ### Insider
Ownership | Name | Title | Shares Owned | Value | % of Company | |---|---|---|---|---| | Sergey Brin | Co-Founder | 719,200,000 |
N/A | 5.94% | | Larry Page | Co-Founder | 389,100,000 | N/A | 3.22% | | Anat Ashkenazi | SVP, Chief Financial Officer | 118,015 |
N/A| <0.01% | | John Kent Walker | President, Global Affairs, CLO | 172,707 | N/A | <0.01% | | John L. Hennessy | Director |
30,302 | N/A | <0.01% | | Amie Thuener O'Toole | VP, Chief Accounting Officer | 51,726 | N/A | <0.01% | | Frances Arnold |
Director | 22,362 | N/A | <0.01% | Insiders collectively own approximately 9.96% of shares outstanding, with the founders
holding a dominant position through their Class B shares. ### Recent Insider Transactions Recent insider trading activity
has been exclusively selling, with no reported open market purchases. Over the last 90 days, net selling activity by
insiders has totaled over $59 million. The provided data does not distinguish between Rule 10b5-1 pre-planned sales and
discretionary sales, which limits the ability to fully assess the signaling impact of these transactions. However, the
consistent selling by multiple executives and directors suggests a routine pattern of liquidity events rather than a
discretionary negative signal. | Date | Name | Type (Buy/Sell) | Shares | Price | Value | 10b5-1? | |---|---|---|---|---|---|---| | 2026-04-
15| Hennessy John L. | Sell | 95 | $332.81 | $31,617 | N/A | | 2026-04-15 | Hennessy John L. | Sell | 64 | $331.84 | $21,238 | N/A | |
2026-04-15 | Hennessy John L. | Sell | 142 | $330.67 | $46,955 | N/A | | 2026-04-15 | Hennessy John L. | Sell | 68 | $329.78 | $22,425 |
N/A | | 2026-04-15 | Hennessy John L. | Sell | 85 | $332.92 | $28,300 | N/A | | 2026-04-15 | John L. Hennessy | Sell | 1,050 | $331.65 |
$348,232 | N/A | | 2026-04-01 | Amie Thuener O'Toole | Sell | 617 | $289.63 | $178,702 | N/A | | 2026-03-30 | Frances Arnold | Sell |
102 | $275.19 | $28,069 | N/A | | 2026-03-27 | John Kent Walker | Sell | 8,993 | $275.89 | $2,480,950 | N/A | | 2026-02-17 | John Kent
Walker | Sell | 47,574 | $301.45 | $14,342,757 | N/A | | 2026-02-13 | John L. Hennessy | Sell | 600 | $306.73 | $184,038 | N/A | ###
Institutional Ownership Institutional investors hold a significant stake, with 7,750 holders owning 4,739.0 million shares.
The top five institutional holders as of December 31, 2025, are: 1. The Vanguard Group, Inc.: 526.2 million shares (increase
of 12.5 million shares) 2. BlackRock Institutional Trust Company, N.A.: 281.5 million shares (increase of 4.5 million shares)
3. State Street Investment Management (US): 228.3 million shares (increase of 2.0 million shares) 4. Fidelity Management &
Research Company LLC: 217.2 million shares (increase of 0.7 million shares) 5. Geode Capital Management, L.L.C.: 146.2
million shares (increase of 2.7 million shares) Notable decreases in holdings include Norges Bank Investment Management
(NBIM) which reduced its stake by 27.0 million shares and Wellington Management Company, LLP, which decreased its
holdings by 8.3 million shares. ### Notable Investors There is no information indicating any activist investors involved
with Alphabet. However, several well-known funds hold positions, including Berkshire Hathaway Inc, Bridgewater
Associates, Renaissance Technologies, Citadel Advisors, Two Sigma Investments, and DE Shaw & Co. The specific actions or
objectives of these funds are not detailed in the available research. ### Assessment We assign a **Neutral** insider signal.
While there is a consistent pattern of insider selling, totaling over $59 million in recent months, this activity appears to be
routine for compensation and liquidity purposes rather than a discretionary signal of declining prospects. The absence of
any insider purchases, however, prevents a bullish signal. The substantial ownership by founders, coupled with
increasing positions from major institutional investors like Vanguard and BlackRock, suggests continued long-term
confidence from core stakeholders. The lack of activist investor involvement further points to a stable ownership
structure. **Sources:** [Fintel](https://fintel.io/sn/us/googl) | [Simply Wall St]
(https://simplywall.st/stocks/us/media/nasdaqg-googl/alphabet/ownership) | [SEC Form 4 Filings]
(https://www.secform4.com/insider-trading/1652044.htm)
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Are there any governance concerns (board independence, related-party transactions)?

Alphabet Inc. exhibits material governance concerns primarily due to its entrenched dual-class share structure, which
concentrates voting control with founders Larry Page and Sergey Brin. While the specific composition of the board,
including the number of directors and independent members, is not detailed in the available filings, the persistence of
this share structure fundamentally undermines shareholder democracy. There is no mention of a poison pill or a
staggered board, but the dual-class system itself represents a significant impediment to effective oversight by public
shareholders. The recent C-suite changes, including the appointment of Anat Ashkenazi as CFO with a substantial
compensation package, demonstrate the company's ability to attract top talent, but these changes do not address the
foundational governance issue of concentrated voting power. The research does not provide specific details on the board's
quality, key directors, or their relevant experience, nor does it detail the audit committee's activities such as auditor
changes, restatements, or material weaknesses. Furthermore, there are no specific related-party transactions flagged in
the available information, and standard equity grants to executives like Ashkenazi do not indicate any unusual issues.
Ashkenazi's compensation package, including a $9.9 million cash sign-on bonus and over $36 million in stock awards for
2024-2026, reflects a strategic move to secure top financial talent, particularly given her background at Eli Lilly, signaling a
focus on financial expertise amid a pharma-to-tech transition. Her latest equity grant in April 2026, vesting through 2028,
also aligns her incentives with long-term company performance. Regarding ESG governance, the provided data indicates
the company has a Human Rights Policy and engages in Stakeholder Engagement, but a specific ESG governance score is
not available. The presence of 22 antitrust controversies, however, suggests ongoing regulatory scrutiny that could impact
governance and operational practices. The primary governance concern remains the dual-class share structure, which
allows founders to maintain control disproportionate to their economic ownership, potentially insulating management
from shareholder accountability. This structure is a well-documented concern for institutional investors. Overall,
Alphabet Inc. presents material governance concerns. The dual-class share structure is a significant red flag, as it
concentrates voting power with the founders, thereby limiting the influence of public shareholders on critical corporate
decisions. While there are no immediate flags for related-party transactions or issues with executive compensation
structure for new hires like CFO Anat Ashkenazi, the lack of transparency on board composition and the audit committee’s
activities, coupled with the fundamental voting power imbalance, points to a governance framework that prioritizes
founder control over broader shareholder representation.
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INDUSTRY & MACRO

What is the total addressable market (TAM) and what share does the company have?

Alphabet operates in the vast and consolidating Internet Content & Information industry, which lacks a single, quantified
Total Addressable Market (TAM) figure across all its diverse segments in the provided research. While a comprehensive
industry TAM is not explicitly stated, Alphabet's primary revenue driver, advertising, accounted for approximately $266
billion in 2024, representing 76% of its total revenue. Google Ads alone commands over 39% of the global digital ad market
as of 2023. Given the absence of specific industry-wide TAM and growth rates, a precise TAM/SAM/SOM framework cannot
be fully populated from the research. Alphabet's market penetration varies by segment. In the global digital advertising
market, Google Ads holds over 39% share, indicating significant penetration within this core segment. Google Chrome
dominates the browser market with 67.94% market share as of July 2025. In cloud computing, Google Cloud Platform (GCP)
holds over 10% market share, ranking as the third-largest player. The company's runway for growth exists in expanding its
cloud services, integrating Al across its ecosystem, and leveraging its vast user base (seven platforms each serving over 2
billion users) to capture new revenue streams. TAM expansion is actively pursued through strategic acquisitions in
adjacent high-growth areas. The industry is consolidating, driven by Big Tech acquisitions in Al, cybersecurity, cloud
security, and energy infrastructure. Alphabet's acquisition of Wiz Inc. for $32 billion in March 2025 significantly bolsters
Google Cloud's cybersecurity capabilities, directly addressing competition from AWS and Azure. The acquisition of
Intersect Power for $4.75 billion (plus debt assumption) in March 2026 secures critical energy infrastructure for its Al data
centers, essential for scaling its Al initiatives. These moves demonstrate a clear strategy to expand into high-growth,
infrastructure-heavy segments crucial for future AI dominance. While no specific TAM growth rate is provided for the
overall industry, the aggressive M&A activity in AI and infrastructure points to substantial expansion potential in these
adjacent markets. **Sources:** [PredictStreet: Alphabet Inc. (GOOG) Navigating the AI Frontier]
(https://markets.financialcontent.com/wral/article/predictstreet-2025-12-8-alphabet-inc-goog-navigating-the-ai-frontier-
with-unprecedented-investment-and-regulatory-scrutiny) | [Key Mergers & Acquisitions by Alphabet Inc.]
(https://blog.ipleaders.in/key-mergers-acquisitions-alphabet-inc/) | [Google Intersect Acquisition: AI Energy]
(https://intuitionlabs.ai/articles/google-intersect-acquisition-ai-energy) | [AMMINVEST: Google vs. AI - The $148 Billion
Battle for Search’s Future](https://www.amminvest.com/google-vs-ai-the-148-billion-battle-for-searchs-future/)
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What are the key secular tailwinds or headwinds for this industry?

The Internet Content & Information industry is currently experiencing significant secular trends, driven primarily by the
rapid evolution of artificial intelligence and strategic consolidation. A major tailwind is the ongoing industry
consolidation, characterized by large-scale M&A activity focused on AI, cloud, and infrastructure. This trend is evident in
Alphabet's acquisition of Wiz Inc. for $32 billion in March 2025, bolstering Google Cloud's cybersecurity capabilities, and
the $4.75 billion acquisition of Intersect Power by March 2026 to secure energy for Al data centers. This consolidation
mechanism allows incumbents to acquire critical technologies and infrastructure, enhancing competitive positions
against rivals like AWS and Azure, and is expected to continue for the foreseeable future as AI demands grow. The
magnitude of these deals, with Alphabet completing over 200 acquisitions by March 2025, indicates a substantial and
sustained shift towards fewer, larger, and more integrated players. This trend directly benefits Alphabet by strengthening
its core offerings and enabling the scaling of its AI initiatives. Conversely, the primary secular headwind is the disruptive
potential of AT technologies themselves, which threaten to challenge established business models, particularly Alphabet's
dominant search and advertising revenue (76% of 2024 revenue, ~$266 billion). The mechanism of this threat involves new
Al entrants and evolving user interfaces potentially bypassing traditional search engines. Although Alphabet is
aggressively integrating Gemini AI models, the risk to its core search business is substantial and ongoing. The magnitude
of this threat is high, as it directly impacts Alphabet's largest revenue stream. The timeline for this disruption is
immediate and continuous, requiring constant innovation and adaptation. Another headwind is the lack of specific,
quantified industry growth rates or total addressable market (TAM) data, which makes long-term strategic planning and
valuation more challenging, creating uncertainty for all players in the sector. Assessing the net impact, the tailwinds of
strategic consolidation and infrastructure build-out, particularly in AI and cloud, appear to outweigh the headwinds.
Alphabet is actively leveraging these tailwinds through massive investments in M&A, securing critical AI infrastructure
and cybersecurity. While AI disruption poses a significant threat, Alphabet's proactive and substantial investments, such
as the Wiz and Intersect Power acquisitions, demonstrate a strong commitment to mitigating this risk and transforming it
into an opportunity. The company's ability to sustain revenue growth even during economic downturns, such as the 8.51%
growth in 2009 and 12.77% in 2020, suggests a degree of resilience that positions it favorably. Alphabet is exceptionally
well-positioned to benefit from the tailwinds. Its financial capacity enables large-scale acquisitions like Wiz and Intersect
Power, which are crucial for Al scaling and competitive advantage. The company's extensive existing infrastructure and
market leadership in search and cloud provide a strong foundation for integrating new Al capabilities. This company's
positioning differs from many peers due to the sheer scale of its M&A activity and its vertically integrated approach to AI,
from foundational models (Gemini) to energy infrastructure. While other companies may engage in Al-related M&A,
Alphabet's ability to execute multi-billion dollar deals to secure critical components of the Al ecosystem, such as data
center energy and cloud cybersecurity, sets it apart, allowing it to consolidate power and resources in a way smaller
competitors cannot match. This aggressive strategy aims to maintain its competitive edge against formidable rivals in
cloud (AWS, Azure) and emerging Al challengers, solidifying its future growth trajectory. **Sources:** [PredictStreet]
(https://markets.financialcontent.com/wral/article/predictstreet-2025-12-8-alphabet-inc-goog-navigating-the-ai-frontier-
with-unprecedented-investment-and-regulatory-scrutiny) | [IntuitionLabs](https://intuitionlabs.ai/articles/google-
intersect-acquisition-ai-energy) | [Wikipedia]
(https://fen.wikipedia.org/wiki/List_of_mergers_and_acquisitions_by_Alphabet) | [StockAnalysis]
(https://stockanalysis.com/stocks/googl/revenue/)
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How cyclical is the business and where are we in the cycle?

Alphabet Inc.'s business demonstrates low cyclicality, particularly when compared to broader Communication Services
peers. During the 2008-2009 financial crisis, revenue growth remained positive, albeit decelerating from 31.35% in 2008 to
8.51% in 2009. While Q1 2009 saw a quarterly revenue dip of 3% from Q4 2008 to $5.51 billion, year-over-year growth for Q1
2009 was still 6% from Q1 2008, with net profit increasing 9% to $1.42 billion. This resilience was attributed to sustained
search volume despite reduced advertiser spending. In the 2020 economic downturn, revenue growth accelerated to
12.77% year-over-year, reaching $182.52 hillion, further underscoring its counter-cyclical or at least highly resilient
nature. The maximum revenue decline observed was a 3% quarterly dip from Q4 2008 to Q1 2009, but on a year-over-year
basis, revenue continued to grow. Recovery to pre-recession levels was immediate, as the business did not experience a
year-over-year decline in either recessionary period. EBITDA also showed resilience, growing from $44.1 billion in 2018 to
$51.5 billion in 2019 and further to $61.9 billion in 2020, then $103.5 billion in 2021, showing no downturn during the 2020
recession. The stock's Beta of 1.17 indicates that Alphabet's stock price tends to be slightly more volatile than the overall
market. While this suggests some sensitivity to market movements, the underlying business's revenue and earnings
performance through economic downturns points to fundamental stability rather than high operational cyclicality. The
stock's volatility is more likely influenced by investor sentiment and growth expectations rather than a direct correlation
with economic contractions. Currently, we are in an expansionary phase, likely mid-cycle. Key signals include a normal
yield curve spread of 0.51 (10Y-2Y), which indicates an expansionary environment. Real GDP growth has decelerated to
0.5% from a previous 4.4%, but unemployment remains low at 4.3%. Consumer sentiment, while slightly down at 53.3, is
not signaling a contraction. Alphabet's revenue growth decelerated post-2021 (41.15%) to 8.68% in 2023 but has since
reaccelerated to 15.09% in 2025, aligning with a mid-cycle recovery and growth trajectory. The current macroeconomic
backdrop with a normal yield curve and reaccelerating revenue growth for Alphabet points to a continued expansion. The
mid-cycle position, coupled with Alphabet's demonstrated low cyclicality, suggests a positive outlook for the next 2-3
years of earnings. The reacceleration of revenue growth to 15.09% in 2025, following a dip in 2023, indicates renewed
momentum. With a stable cost of revenue at approximately 40-42% of quarterly revenue and no evidence of significant
inflation impact on cost pass-through, profitability should remain robust. The company is projected to continue its growth
trajectory, with revenue reaching $403.0 billion and Net Income $132.2 billion in 2025. The low cyclicality of the business
provides a buffer against potential economic headwinds, allowing for sustained earnings growth even if broader
economic growth moderates further. **Sources:** [StockAnalysis.com](https://stockanalysis.com/stocks/googl/revenue/) |
[CompaniesMarketCap.com](https://companiesmarketcap.com/alphabet-google/revenue/) | [SearchEngineJournal.com]
(https://www.searchenginejournal.com/google-reports-q1-9-profit-increase-but-3-revenue-decrease/9895/) | [Digrin.com]
(https://www.digrin.com/stocks/detail/GOOG/financials)
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What is the regulatory environment and key regulatory risks?

Alphabet currently operates within an increasingly challenging regulatory landscape, particularly concerning antitrust
and digital taxation. While specific overarching laws or agencies governing the Internet Content & Information industry
are not detailed, the company faces intense scrutiny from antitrust bodies such as the U.S. Department of Justice (DOJ) and
various international tax authorities. The most significant pending legislation and litigation involves the ongoing U.S. DOJ
antitrust case, where Judge Mehta is expected to rule on remedies by August 2025. Proposed remedies include the forced
divestiture of the Chrome browser, termination of multi-billion dollar default search deals with Apple and other device
makers, and mandating the sharing of search data with rivals. These measures aim to restore competition and could
severely erode Google's search monopoly and access to critical data. Concurrently, Germany is advancing a proposed 10%
digital services tax on Alphabet’s approximately $10 billion annual German revenue, following similar taxes already
implemented in the U.K,, France, Italy, Spain, Austria, and Canada. This trend signals a broader European Union initiative
to target the revenue of large digital platforms, potentially slashing profitability. Regulation does not appear to create
significant barriers to entry in terms of licensing or compliance costs for new entrants, but rather focuses on breaking
down the existing advantages of incumbents like Alphabet. The regulatory environment is actively working to dismantle
established market positions, potentially lowering barriers for competitors. Specific regulatory changes that could
severely hurt Alphabet's business include the forced divestiture of Chrome, the termination of lucrative default search
agreements, and the imposition of widespread digital services taxes. These actions directly threaten Alphabet's core
advertising revenue, which constituted 76% of its $266 billion revenue in 2024, and its dominance in search. Overall, the
regulatory environment for Alphabet is **Unfavorable**. The company faces a confluence of significant antitrust actions
and increasing global digital taxation efforts. The U.S. DOJ’s potential remedies, including the sale of Chrome and
mandated data sharing, along with the proliferation of digital services taxes across major markets, pose a direct threat to
Alphabet’s profitability, market share, and long-term business model. The absence of specific details on environmental
liabilities, labor issues, or data privacy in the provided research does not mitigate the substantial and immediate risks
posed by antitrust and tax regulations.
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How does the macroeconomic environment (rates, inflation, FX) affect this business?

Alphabet Inc. demonstrates relatively low cyclicality within the Communication Services sector, maintaining revenue
growth through economic downturns such as 2008-2009 and accelerating during 2020. While Q1 2009 saw a quarterly
revenue dip of 3% from Q4 2008, it still posted 6% year-over-year growth, indicating resilience in search volume despite
reduced advertiser spending. The company's revenue growth decelerated post-2021 from 41.15% to 8.68% in 2023, before
reaccelerating to 15.09% in 2025, suggesting a degree of sensitivity to broader economic conditions but with a strong
underlying growth trajectory. **Interest Rate Sensitivity**: A 100 basis point change in interest rates would have a
negligible direct impact on Alphabet's interest expense. With total debt of $59.3 billion and current interest expense of
$143 million, the implied interest rate is approximately 0.24%. A 100 basis point increase would raise interest expense by
roughly $593 million annually, which is less than 0.15% of its $402.84 billion TTM revenue, indicating minimal direct
financial impact. Indirectly, higher rates could dampen customer demand, particularly for advertising, which is a
discretionary spend. However, Alphabet's core search advertising, being performance-based, tends to be more resilient
than brand advertising. Valuation multiples, given the company's growth profile and long-duration cash flows, are likely
to be negatively affected by higher discount rates, potentially compressing its market valuation. **Inflation Impact**:
Alphabet's cost of revenue has remained stable, consistently ranging from 40% to 42% of quarterly revenue in 2024-2025,
as evidenced by Q1 2025's 40.4% (36.4B/90.2B). This stability suggests the company has been able to absorb or pass through
cost increases without significant margin erosion. While specific data on cost pass-through mechanisms is not available,
the consistent gross margin indicates effective management of inflationary pressures, likely due to the digital nature of its
services and the value proposition it offers advertisers. **FX Exposure**: Alphabet's 2025 TTM revenue totals $402.84
billion. While the percentage of international revenue and specific currency breakdowns are not available, it is widely
understood that a significant portion of its revenue is generated outside the United States. Therefore, fluctuations in major
foreign currencies against the US dollar would impact reported revenue and profitability. For every 1% depreciation of
foreign currencies against the USD, Alphabet's revenue would decrease by an estimated 0.6% to 0.7% if we assume 60-70%
international revenue, a common range for global tech companies. **GDP Sensitivity**: Alphabet's revenue growth has
historically shown resilience, even during periods of economic contraction. For instance, revenue growth slowed from
31.35% in 2008 to 8.51% in 2009, but did not turn negative. In 2020, revenue growth accelerated to 12.77%. Given this
historical performance, Alphabet's revenue beta to GDP growth is likely below 1, implying lower sensitivity to economic
cycles compared to the broader market. Its beta of 1.17 suggests it is slightly more volatile than the market, but this is not
directly equivalent to revenue beta to GDP. **Current Environment and Positioning™*: With Real GDP Growth at 0.5%, CPI
Inflation at 3.29%, and the Federal Funds Rate at 3.64%, the current macroeconomic environment presents a mixed
picture. The low GDP growth and elevated inflation (compared to the Fed's target) could be a slight headwind for
discretionary advertising spend. However, the Federal Funds Rate at 3.64% and 10-Year Treasury Yield at 4.34% are not
excessively high, and the normal yield curve spread (10Y-2Y: 0.51) suggests an expansionary phase. Alphabet's low
cyclicality and stable cost of revenue position it well to navigate this environment. The best macro scenario for Alphabet
would be one of moderate GDP growth, low and stable inflation, and a stable interest rate environment, which encourages
advertising spend and supports valuation multiples. The worst scenario would involve a deep recession leading to
significant cuts in advertising budgets, coupled with high inflation driving up operational costs and aggressive interest
rate hikes compressing valuations.
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

RISKS

What are the top 3 risks that could permanently impair the investment thesis?

Alphabet faces three primary risks that could permanently impair its investment thesis, stemming from regulatory
pressures and evolving technological landscapes. These are not generic industry concerns but specific threats to its core
business model. First, the **forced divestiture of the Chrome browser and termination of default search deals** in the
ongoing U.S. DOJ antitrust case poses a significant threat. This risk would impair the thesis by eroding Google's search
monopoly, limiting its access to crucial user data, and forcing it to share search data with rivals, thereby weakening its
competitive moat. The probability is **Medium**; while a full divestiture is severe, Judge Mehta is actively weighing
remedies, and the DOJ's proposals are aggressive. The magnitude would be **High**, potentially slashing profitability and
market share in its most lucrative segment, given that the default search deals alone are multi-billion dollar agreements.
An early warning would be any public statements or court filings indicating a strong judicial inclination towards
structural remedies like a Chrome sale or mandatory data sharing. Alphabet's mitigation strategy is likely robust legal
defense and lobbying efforts, though specific details are not provided in the research. Second, **Germany's proposed 10%
digital services tax** on Alphabet's substantial German revenue, following similar taxes in other European nations,
represents a material financial risk. This tax would directly impair the thesis by reducing Alphabet's net revenue and
profitability from a key market, signaling a broader trend of targeted taxation across the EU. The probability is **High**,
as Germany's Culture Minister Wolfram Weimer has publicly stated its advancement, building on precedents in the UK.,
France, Italy, Spain, Austria, and Canada. The magnitude is **Medium™*; a 10% tax on approximately $10 billion in German
revenue would directly impact $1 billion of the top line, significantly affecting margins. An early warning would be
legislative progress or official announcements regarding the tax's implementation in Germany or other large EU
economies. Alphabet's mitigation would involve adjusting pricing, optimizing tax structures, or potentially reducing
investment in affected regions, though no specific actions were detailed. Third, the **AI-driven erosion of search
dominance** by competitors like OpenAl, especially if coupled with DOJ-mandated data sharing, presents a long-term
existential threat. This risk would impair the thesis by fundamentally altering the search landscape, diverting users to
alternative Al-powered information retrieval systems, and diminishing the value of Google's traditional search advertising
model. The probability is **Medium**, as the technological shift towards Al is undeniable, and regulatory actions could
accelerate this disruption. The magnitude is **High**, as search is Alphabet's cash cow, and a significant shift in user
behavior could severely impact its primary revenue stream and valuation. An early warning would be a noticeable decline
in Google's search query volume or market share, coupled with increased adoption of rival AI search platforms. Alphabet
is actively developing its own advanced Al models (e.g., Gemini) and integrating them into search to defend its position,
but the research does not detail specific defensive strategies against competitors leveraging its data. The **KILL SHOT**
scenario that would trigger an immediate sell would be a definitive U.S. federal court ruling, expected by August 2025,
mandating the **forced divestiture of the Chrome browser alongside the termination of default search agreements with
Apple and other device manufacturers, combined with a requirement to share Google's search data with competitors**.
This combination would simultaneously dismantle Google's distribution advantage, remove its proprietary data moat, and
empower rivals, permanently impairing its core business model and valuation. The stock has already been under
pressure, down 10.26% YTD, and such a ruling would confirm the bear case, which currently lacks a specific valuation
model but would undoubtedly lead to a significant re-rating below its current $2.064 trillion market cap. **Sources:**
[Investing.com](https:/www.investing.com/analysis/alphabets-2t-search-empire-confronts-its-most-serious-threat-yet-
200661541) | [CliffsNotes](https://www.cliffsnotes.com/study-notes/20816462)
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What is the bear case scenario and what would the stock be worth in that scenario?

Alphabet faces a severe bear case scenario driven by escalating regulatory pressures and competitive threats, which could
lead to a significant re-rating of its valuation. The primary catalysts for this downside are the potential forced divestiture
of the Chrome browser and termination of lucrative default search deals with Apple and device makers stemming from
the ongoing U.S. DOJ antitrust case, with remedies expected by August 2025. This would severely erode Google's search
monopoly and data access. Concurrently, Al-driven erosion of search dominance by competitors like OpenAlI, potentially
aided by mandated data sharing as part of DOJ remedies, poses a fundamental threat to Alphabet's core business. Adding
to these structural challenges, Germany's proposed 10% digital services tax on Alphabet's substantial German revenue,
following similar taxes across Europe, signals broader revenue targeting and profitability compression. In this bear case,
we project a substantial impact on Alphabet's financials. The combined effect of losing default search deals, Chrome
divestiture, and increased competition would lead to a 20% decline in revenue from the current $403.0 billion to $322.4
billion. Furthermore, the erosion of high-margin search revenue, coupled with the digital services tax, would compress
EBITDA margins. We assume a 25% reduction in EBITDA from the current $180.0 billion to $135.0 billion, resulting in an
EBITDA margin compression from 44.7% to 41.9%, a 280 basis point decline. This scenario reflects a significant
impairment to Alphabet's core profitability. For valuation, we apply a trough EV/EBITDA multiple of 9.5x%, reflecting the
historical low observed in 2022 and the severe uncertainty and diminished growth prospects under this bear case.
Applying this multiple to our projected bear case EBITDA of $135.0 billion yields an Enterprise Value of $1,282.5 billion.
Subtracting the current net debt (calculated as Current EV $4.14T - Market Cap $4.14T = $0, assuming negligible net debt for
simplicity based on the provided current financials where market cap equals EV for calculation purposes) and dividing by
the current 121.0 million shares outstanding (derived from Market Cap $4.14T / Current Price $342.32) results in a bear case
stock price of $106.00 per share. This represents a 69.1% downside from the current price of $342.32. We assign a 25%
probability to this bear case scenario materializing, given the severity of the regulatory threats and the potential for a
fundamental shift in the competitive landscape. While the precise outcome of the DOJ case and the speed of Al-driven
disruption are uncertain, the risks are tangible and well-defined. The risk/reward profile for Alphabet, considering a
potential upside of 20% (assuming a return to historical average multiples and continued growth) versus the calculated
downside of 69.1%, translates to an unfavorable 0.29:1 risk/reward ratio. Investors should be acutely aware of these
significant downside risks. **Sources:** [Investing.com](https://www.investing.com/analysis/alphabets-2t-search-empire-
confronts-its-most-serious-threat-yet-200661541) | [AlphaSpread]
(https://www.alphaspread.com/security/nasdac/googl/relative-valuation/ratio/enterprise-value-to-fcff) | [MarketScreener]
(https://www.marketscreener.com/quote/stock/ALPHABET-INC-24203373/valuation/)
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What are the key execution risks in the company's strategy?

Alphabet's current strategy centers on maintaining its core search dominance while aggressively investing in artificial
intelligence, cloud infrastructure, and quantum computing to drive future growth. This is evidenced by an upward trend
in R&D spending, reaching 16.5% of revenue in 2024, and its consistent organic revenue growth, which averaged 12-15%
annually over the last five years, outpacing or matching the industry average. Key execution risks to this strategy are
primarily external and regulatory in nature, rather than internal operational challenges. The most significant threat is the
ongoing U.S. DOJ antitrust case, where Judge Mehta's remedies, expected by August 2025, could include a forced divestiture
of the Chrome browser and termination of default search deals with Apple and device makers. This would directly erode
Google's search monopoly and data access, potentially fueling competitors like OpenAl who are eyeing Chrome
acquisition and Google's search data to build alternatives. A 10% digital services tax proposed by Germany on Alphabet's
~$10 billion annual German revenue, following similar taxes in the U.K., France, Italy, Spain, Austria, and Canada, also
poses a material risk to profitability and signals potential broader EU revenue targeting. The company's strategy does not
appear to have specific execution risks detailed in 10-Ks, earnings transcripts, or SEC filings, suggesting internal
operational execution is robust. | Initiative | Risk | Probability | Impact | Mitigation | |---|---|---|]---|---| | Maintaining Search
Dominance | Forced divestiture of Chrome browser by U.S. DOJ | High (Judge weighing remedies) | Severe (Erosion of
search monopoly, data access, competitive disadvantage) | Legal defense, lobbying, potential strategic pivots (e.g.,
strengthening other browser assets) | | Maintaining Search Dominance | Termination of default search deals (e.g., Apple) |
High (Judge weighing remedies) | Severe (Loss of multi-billion dollar revenue streams, reduced market share) | Legal
defense, strengthening direct user acquisition, product innovation | | International Revenue Growth | Expansion of digital
services taxes (e.g., Germany's 10%) | High (Germany advancing, precedent in other EU nations) | Moderate to Severe
(Reduced profitability in key markets, potential for broader EU adoption) | Lobbying, tax structure optimization, potential
price adjustments | | Al Leadership | AI-driven erosion of search dominance by competitors | Moderate (Competitors
eyeing Chrome/data) | Severe (Loss of core business, market share to AI alternatives) | Continued aggressive R&D in Al
(Gemini, TPUs), product innovation, strategic partnerships | Regarding M&A integration, the research does not provide a
comprehensive list of recent acquisitions or their prices and rationales, making it impossible to assess specific integration
risks. Known deals like the aborted Wiz acquisition in 2024 for cybersecurity suggest a focus on strategic inorganic
growth, but details on integration challenges are not available. Alphabet's consistent organic revenue growth, however,
suggests that its core business is not heavily reliant on recent large-scale integrations. In terms of technology risk,
Alphabet appears to be making appropriate bets, with significant R&D investments in artificial intelligence (Gemini
models, TPUs), cloud infrastructure, and quantum computing. R&D spending has trended upward to 16.5% of revenue in
2024, indicating a commitment to innovation in these critical, high-growth areas. This proactive investment strategy is
crucial for mitigating the Al-driven erosion of search dominance risk. The company's strong returns, with recent return on
equity at 31.8-31.83% and net margins at 32.8-32.81%, suggest effective capital allocation and successful technological
development. Talent risk cannot be directly assessed from the provided research, as there are no details on labor issues or
specific talent acquisition/retention metrics. However, given Alphabet's status as a leading technology company and its
significant R&D investments, it is generally assumed to be a desirable employer capable of attracting top talent in AT and
other advanced fields. The absence of specific labor-related risks in the provided sources supports this assumption.
Finally, the strategy appears to be on track, with strong recent performance. 2025 full-year revenue reached $402.84
billion, up 15.09% year-over-year, and Q4 2025 revenue hit $113.83 billion, up 18% year-over-year. Google Services grew
14% year-over-year in Q4. This consistent growth, coupled with sustained R&D investment, indicates effective execution of
the stated strategic priorities. The main timeline risk stems from external regulatory decisions, particularly the U.S. DOJ
antitrust ruling expected by August 2025, which could significantly alter the operating environment.
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Are there any balance sheet or liquidity risks?

Alphabet Inc. demonstrates a robust financial position with no immediate balance sheet or liquidity risks. The company's
significant cash reserves, coupled with strong interest coverage and manageable debt maturities, indicate ample financial
flexibility. **ALTMAN Z-SCORE ASSESSMENT:** An Altman Z-Score cannot be calculated with the provided data as key
components such as working capital, retained earnings, sales, and market value of equity are not available. However,
based on other metrics, the company's financial health appears strong. **LIQUIDITY ANALYSIS:** Alphabet holds a
substantial cash balance of $30.7 billion. While information on an undrawn revolver is not provided, the company's short-
term debt is $1,996 million, with current finance lease liabilities of $441 million, totaling $2,437 million in near-term
obligations. This is comfortably covered by the existing cash balance, indicating excellent short-term liquidity.
**COVENANT RISK:** The research does not provide specific details on debt covenants. However, Alphabet's interest
coverage ratios are exceptionally strong, with an unadjusted ratio of 216.80x and an adjusted ratio of 134.88x as of
December 31, 2025. These high coverage levels suggest a very low probability of breaching typical financial covenants,
even with the increase in debt and corresponding decline from 2024 levels. **REFINANCING RISK:** Alphabet's long-term
debt increased substantially by $35,664 million year-over-year, reaching $46,547 million (excluding current portion) as of
December 31, 2025. While a detailed maturity schedule is not available, the company has only $1,996 million in short-term
debt and $441 million in current finance lease liabilities. Given its strong cash position and high interest coverage,
Alphabet is well-positioned to manage these near-term maturities and refinance future obligations. The identified GOOGL
1.1% senior notes maturing 08/15/2030, callable in May 2030, also suggest a staggered maturity profile. **CONTINGENT
LIABILITIES:** The provided research does not mention any significant off-balance-sheet items, guarantees, or pension
obligations that would pose a material contingent liability risk. **VERDICT:** No liquidity risk. Alphabet exhibits a very
strong balance sheet and robust liquidity, supported by its substantial cash reserves and exceptional interest coverage
ratios. The company's ability to cover its near-term obligations multiple times over with cash on hand, despite a
significant increase in long-term debt, mitigates any immediate liquidity concerns. **Sources:** [Stock Analysis on Net]
(https://www.stock-analysis-on.net/NASDAQ/Company/Alphabet-Inc/Analysis/Debt) | [Public.com]
(https://public.com/bonds/corporate/alphabet-inc/googl-1.1-08-15-2030-02079kad9)
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What are the ESG risks and how material are they to the investment case?

Alphabet faces significant ESG risks, primarily concentrated in the governance and social domains due to ongoing
antitrust pressures and regulatory scrutiny, which pose a material threat to its core business model and profitability.
Environmental risks appear less pronounced based on available data, while social risks are largely intertwined with
regulatory challenges. **ESG SCORES** Environmental: CO2 Emissions Total: 11.36M tonnes; Carbon Reduction Policy:
False; Recycling: False. Social: Human Rights Policy: True; Stakeholder Engagement: True. Governance: Antitrust
controversies: 22. **ENVIRONMENTAL** Alphabet's environmental footprint includes 11.36 million tonnes of total CO2
emissions. The company does not have a stated carbon reduction policy and does not engage in recycling programs,
suggesting potential for improvement in environmental stewardship. However, no specific environmental liabilities or
climate exposure risks were detailed in the provided research, indicating that these are not currently identified as top-tier
threats to the business. **SOCIAL** Social risks are largely driven by regulatory and competitive pressures. While
Alphabet has a Human Rights Policy and engages in Stakeholder Engagement, the primary social concern stems from its
market dominance. The U.S. DOJ's antitrust case, specifically remedies mandating data sharing with rivals, could
significantly alter the competitive landscape and impact user data privacy expectations. No specific details on labor issues
or broader data privacy concerns beyond the antitrust context were provided. **GOVERNANCE** Governance risks are the
most material, centered on the company's extensive antitrust controversies, numbering 22. The U.S. DOJ's ongoing
antitrust case is a critical threat, with a federal judge weighing remedies like the forced divestiture of the Chrome browser
and termination of default search deals with Apple and other device makers. These remedies, if imposed, would directly
erode Google's search monopoly and data access. Furthermore, Germany's proposed 10% digital services tax on Alphabet's
~$10 billion annual German revenue, following similar taxes in other European countries, signals a broader trend of
regulatory targeting that could significantly slash profitability. The ruling in the U.S. DOJ case is expected by August 2025.
*MATERIALITY** The most material ESG factors affecting Alphabet's financials are the governance and social aspects tied
to regulatory and antitrust actions. The potential forced divestiture of Chrome, termination of default search deals, and
mandated data sharing directly threaten Google's core search dominance and revenue streams. The proposed 10% digital
services tax in Germany alone could reduce annual German revenue by $1 billion, signaling a significant headwind to
profitability across the EU. These regulatory and competitive pressures are identified as the top three risks that could
permanently impair Alphabet's business. In contrast, specific environmental risks, labor issues, or data privacy concerns
beyond the antitrust context were not cited as top-tier financial impairments. **ASSESSMENT** **Material ESG risk** The
confluence of antitrust litigation and digital services taxes presents a material ESG risk to Alphabet's investment case. The
U.S. DOJ's potential remedies, including Chrome divestiture and ending default search payments, could fundamentally
alter Google's competitive advantage and data access, eroding its search monopoly. Germany's proposed 10% digital
services tax, following similar taxes in other major markets, poses a direct and significant threat to profitability,
potentially reducing revenue by $1 billion annually from Germany alone. These regulatory and competitive pressures are
explicitly identified as the top three risks that could permanently impair Alphabet's business, with the stock already down
10.26% YTD as of May 30, 2025, reflecting investor concern over these impending challenges. The absence of a carbon
reduction policy and recycling programs also indicates a moderate environmental risk that could become more material
with increasing regulatory focus on climate change. **Sources:** [Investing.com]
(https://www.investing.com/analysis/alphabets-2t-search-empire-confronts-its-most-serious-threat-yet-200661541) |
[CliffsNotes](https://www.cliffsnotes.com/study-notes/20816462)
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VALUATION

What is the current valuation on EV/EBITDA, P/E, and FCF yield basis?

Alphabet (GOOGL/GOOG) currently trades at a premium across key valuation metrics compared to its historical averages,
reflecting strong market confidence and growth expectations. The company's trailing twelve-month (TTM) EV/EBITDA
multiple ranges from 21.4x to 27.3x, while its P/E ratio stands between 25.1x and 30.8x. The FCF yield is compressed at
2.21%, and the EV/Revenue multiple is elevated at 8.1x to 10.2x. For context, the 2025 financials show revenue of $403.0B,
EBITDA of $180.0B, Net Income of $132.2B, and EPS of $10.91, with FCF at $73.3B. | Metric | Value | Interpretation | |---|---|---]| |
EV/EBITDA (TTM) | 21.4x-27.3x | +16% premium vs. 2021-2025 FY average | | P/E (TTM) | 25.1x-30.8x | In-line vs. 2020-2024
average ~24x | | FCF Yield | 2.21% | Compressed vs. 2020-2024 range 3.3%-5.7% | | EV/Revenue | 8.1x-10.2x | Elevated vs. 2020-
2024 range 0.5x-7.5x | | Dividend Yield | N/A | No dividend declared | The enterprise value (EV) for Alphabet is estimated to
be between $3.6 trillion and $4.2 trillion. With a market capitalization ranging from $3.3 trillion to $4.2 trillion, the EV
bridge would account for net debt (or cash, as is often the case for large tech companies) and minority interests. For
example, using a market cap of $3.6 trillion and TTM EBITDA of $149.9 billion implies an EV/EBITDA of 24.0x, while a
market cap of $4.1 trillion and TTM EBITDA of $191 billion implies an EV/EBITDA of 21.4x. The current stock price of
approximately $273.50 implies an EV/FCFF of 44.1x, which is a significant premium of +58% over the 3-year median of
27.9x and +67% over the 5-year average of 26.4x. Reverting to the 3-year average EV/FCFF would imply a stock price of
$173.05, representing a 37% downside. Analyst consensus for Alphabet indicates a mean price target of $363.42 and a
median of $382.53, with a high target of $438.12 and a low of $185.63, based on 61 analysts. Looking at forward multiples,
the 2025E P/E is 26.2x, and the 2026E P/E is 24.3x. No specific analyst upgrades or downgrades were detailed in the
provided research. Compared to its closest public comparable, Meta (META), Alphabet trades at a higher trailing EV/FCFF
of 44.1x versus Meta's 28.8x, and a slightly higher trailing P/E of 25x versus Meta's 22.4x. The stock trades at 21.4x-27.3x
EV/EBITDA, which represents a +16% premium compared to its 2021-2025 fiscal year average of 18.5x. This premium
valuation suggests that the market is embedding substantial future growth expectations for Alphabet. The current
EV/FCFF multiple of 44.1x is also significantly elevated compared to historical averages, indicating that the market
anticipates continued strong free cash flow generation, likely at a CAGR of 8-10% to justify the current valuation if it were
to revert to historical levels. **Sources:** [AlphaSpread](https://www.alphaspread.com/security/nasdac/googl/relative-
valuation/ratio/enterprise-value-to-fcff) | [StockAnalysis](https://stockanalysis.com/stocks/goog/statistics/) | [Multiples.vc]
(https://multiples.vc/public-comps/alphabet-valuation-multiples) | [MarketScreener]
(https://www.marketscreener.com/quote/stock/ALPHABET-INC-24203373/valuation/)
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How does the current valuation compare to the company's own historical range?

Alphabet's current valuation metrics indicate the stock is trading at a premium relative to its historical averages,
particularly when considering EV/EBITDA and EV/Revenue, while its FCF Yield has compressed significantly. The current
EV/EBITDA of 21.4x-27.3x is notably higher than its 5-year average of 17.6x and its 10-year average of 18.2x, representing a
premium of 21.6% to the 5-year average. Similarly, the current EV/Revenue of 8.1x-10.2x is well above the 5-year average of
6.7x and the 10-year average of 6.4x. The FCF Yield, currently at 2.21%, is considerably lower than both its 5-year average
of 3.4% and its 10-year average of 3.5%, reflecting a higher valuation for each dollar of free cash flow. Historically,
Alphabet's valuation has fluctuated, with EV/EBITDA reaching a high of 21.2x in 2025 (projected) and a low of 13.6x in 2022.
The P/E multiple has shown more volatility, often being N/A due to reporting structures, but when calculable, it has ranged
significantly. The current P/E of 25.1x-30.8x is higher than the 2020-2024 average of approximately 24x. The low in 2022
across several metrics (EV/EBITDA 13.6x, EV/Revenue 4.1x, FCF Yield 5.2%) coincided with a broader market downturn and
potentially an anticipation of slower growth or margin compression. The subsequent rebound and current elevated
multiples suggest renewed investor confidence in Alphabet's growth prospects and profitability. While the current
valuation metrics suggest a premium, the market appears to be pricing in continued strong growth, particularly in
EBITDA and revenue. The projected EV/EBITDA of 21.2x and EV/Revenue of 9.5x for 2025, alongside a significantly
compressed FCF Yield of 1.9%, indicate high growth expectations. The current EV/FCFF of 44.1x is a substantial premium
to the 3-year median of 27.9x, implying a significant embedded FCF growth rate. This suggests that the market believes
Alphabet can sustain or accelerate its growth trajectory, justifying a higher multiple than its historical average.
**Verdict:** The stock is **expensive** relative to its own history. While Alphabet continues to demonstrate robust growth,
the current valuation, particularly EV/EBITDA and EV/Revenue, is trading at a notable premium to both its 5-year and 10-
year averages. The compressed FCF yield further supports this view. This premium implies aggressive growth
assumptions that may not fully materialize, presenting potential downside risk if growth moderates or if there is a
reversion to historical valuation norms. The current EV/FCFF of 44.1x implies a significant premium over its 3-year
average of 27.9x, suggesting a potential -37% downside if it reverts to that average. | Year | EV/EBITDA | P/E | EV/Revenue |
FCF Yield | |:--|: [ [3 |]2016 | 17.6x | 27.9x | 5.9x | 4.7% | | 2017 | 21.1x | 57.5% | 6.5x | 3.3% | | 2018 | 16.2x
| 23.6x | 5.2x | 3.1% | | 2019 | 18.0x | 27.0x | 5.7x | 3.3% | | 2020 | 19.3x | 29.5x | 6.5% | 3.6% | | 2021 | 18.8x | 25.4x | 7.5% | 3.5% | |
2022 | 13.6x | 19.2% | 4.1X | 5.2% | | 2023 | 18.0x | 23.8% | 5.7x | 3.9% | | 2024 | 17.2x | 23.3% | 6.7 | 3.1% | | 2025 | 21.2x | 28.9x | 9.5%
| 1.9% | | Metric | Current | 5Y Avg | 10Y Avg | 5Y High | 5Y Low | Percentile | |: |: [z-mmmm- Iz |: [2-mmmmm- |:

| | EV/EBITDA | 21.4x-27.3x | 17.6x | 18.2x | 21.2x | 13.6x | 90th+ | | P/E | 25.1x-30.8x | 25.6X | 27.6x | 29.5x | 19.2x | 80th+ | |
EV/Revenue | 8.1x-10.2x | 6.7x | 6.4x | 9.5x | 4.1x | 90th+ | | FCF Yield | 2.21% | 3.4% | 3.5% | 5.2% | 1.9% | 10th- | **Sources:**

[AlphaSpread](https://www.alphaspread.com/security/nasdag/googl/relative-valuation/ratio/enterprise-value-to-fcff) |

[Multiples.vc](https:/multiples.vc/public-comps/alphabet-valuation-multiples) | [MarketScreener]
(https://www.marketscreener.com/quote/stock/ALPHABET-INC-24203373/valuation/)

CONFIDENTIAL - PRINT ONLY ONCE - ID: THGQGUY3E7NI - April 26, 2026 at 01:46:07 AM UTC 60 / 105



@ vARLOWE RESEARCH GOOG - Alphabet Inc.

How does the valuation compare to peers on a forward basis?

Alphabet Inc. (GOOGL) currently trades at a significant valuation premium compared to its limited available peers,
particularly on a trailing basis, with forward metrics suggesting a continued, albeit slightly moderated, premium. The
provided peer group largely consists of companies outside of GOOGL's core business, making direct forward comparisons
challenging due to a lack of specific forward data for these unrelated peers. | Company | EV/EBITDA | P/E | Revenue Growth
| EBITDA Margin | Market Cap | [:---|:---:|:---z| ===t [:-:| | **Alphabet (GOOGL)** | **21.4x-27.3x** | **25.1x-30.8x** | **N/A** |
#EN/AR | #%$3.3T-$4.2T* | | AAPL (Apple Inc.) | N/Ax | N/Ax | N/A | N/A | N/A | | AVGO (Broadcom Inc.) | N/Ax | N/Ax | N/A | N/A |
N/A | | CSCO (Cisco Systems, Inc.) | N/Ax | N/Ax | N/A | N/A | N/A | | EXLS (ExlService Holdings, Inc.) | N/Ax | N/Ax | N/A | N/A |
N/A | | FLEX (Flex Ltd.) | N/Ax | N/Ax | N/A | N/A | N/A | | GRMN (Garmin Ltd.) | N/Ax | N/Ax | N/A | N/A | N/A | | Meta (META) |
N/Ax | 22.4x | N/A | N/A | $1.4T | Given the absence of comparable forward EV/EBITDA multiples for the listed peers, a direct
premium/discount calculation on a forward EV/EBITDA basis is not feasible. However, Alphabet's trailing EV/EBITDA of
21.4x-27.3x and P/E of 25.1x-30.8x are elevated relative to its 3-year median EV/FCFF of 27.9x and 5-year average EV/EBITDA
of 18.5x, suggesting a current premium to its own historical valuation. The forward P/E of 23.8x, compared to Meta's
trailing P/E of 22.4x, indicates a slight premium to its closest available comp on a P/E basis. On a PEG basis, without
specific forward growth rates for Alphabet or its peers, a precise calculation is not possible. However, the current
EV/EBITDA growth ratio of 0.8x implies that Alphabet's current multiple of 21.4x-27.3x supports EBITDA growth in the 20-
25% range. Its current FCF yield of 2.21% is compressed compared to its 2020-2024 range of 3.3%-5.7%, suggesting that
growth expectations are high and priced into the current valuation. The premium valuation for Alphabet is justifiable
given its robust market position, consistent revenue growth, and strong free cash flow generation, although specific
relative margins and ROIC data for peers are not available for direct comparison. Its current EV/FCFF of 44.1x represents a
58% premium to its 3-year median of 27.9x and a 67% premium to its 5-year average of 26.4x, indicating that the market is
assigning a substantial premium to its future cash flow generation capabilities. This premium is supported by the
embedded 8-10% CAGR FCF growth implied by its current valuation if it were to revert to its 3-year average EV/FCFF. The
closest public comparable is Meta Platforms (META), primarily due to its similar business model within digital advertising
and social media, albeit with a smaller market capitalization of $1.4T compared to Alphabet's $3.3T-$4.2T. Meta's trailing
P/E of 22.4x is slightly below Alphabet's forward P/E of 23.8x, suggesting a relatively comparable valuation when
considering growth prospects and market leadership within the sector. Alphabet deserves a premium multiple due to its
diversified revenue streams across search, cloud computing, and other ventures, its dominant market share in key
segments, and its consistent ability to generate substantial free cash flow. While the current valuation, particularly on an
EV/FCFF basis, reflects a significant premium to its historical averages, it is supported by market expectations for
continued strong financial performance and innovation in areas such as artificial intelligence. The current stock price of
approximately $273.50 implies a high growth trajectory, and while a reversion to historical averages would suggest a
downside, the company's strategic positioning and operational excellence warrant a valuation above its historical median.
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What multiple is being used in the base case and why is it appropriate?

We are establishing a base case valuation for Alphabet Inc. (GOOG) using a 25.0x EV/EBITDA multiple. This multiple is
chosen as a conservative yet realistic anchor, sitting near the lower end of Alphabet's current trailing EV/EBITDA range of
21.4x-27.3x. While the research indicates a 2021-2025 average of 18.5%, the current market environment and Alphabet's
robust financial profile suggest a premium to this historical average is warranted, especially considering the 2022
historical low of 9.5x which likely skews the average downwards. The 25.0x multiple also aligns closely with the current
trailing P/E multiples of 25.1x-30.8x, implying a consistent valuation perspective across different metrics. The lack of
explicit 5-year or 10-year EV/EBITDA averages in the provided data necessitates a focus on more recent trends and the
company's current standing relative to its own historical performance. The significant premium of the current EV/FCFF
(44.1x) compared to its 3-year median (27.9x) and 5-year average (26.4x) suggests that a 25.0x EV/EBITDA, while above the
historical average, is still below the peak of recent valuation expansion. The absence of comparable peer forward
EV/EBITDA multiples prevents a direct peer-group comparison for this specific metric, but Meta's trailing P/E of 22.4x
provides some context for large-cap tech valuations. No M&A transaction multiples were available for sector comparison.
Given Alphabet's strong revenue of $403.0 billion and LTM EBITDA of $180.0 bhillion, a multiple reflecting its market
leadership and growth prospects, albeit with a degree of conservatism, is appropriate. The implied EV/EBITDA growth
ratio of 0.8x suggests the current 21.4x multiple supports 20-25% EBITDA growth, indicating that a 25.0x multiple
anticipates continued, albeit potentially moderating, growth. The current FCF yield of 2.21% is compressed compared to
the 2020-2024 range of 3.3%-5.7%, suggesting a higher valuation is currently being applied to future cash flows. Our chosen
multiple balances these factors. We project the following implied prices based on a sensitivity analysis around our base
case 25.0x EV/EBITDA multiple: | EV/EBITDA | Implied EV ($B) | Implied Equity ($B) | Implied Price ($) | vs Current ($342.32)
[: I: |: I: I: | ]21.0x | 3780.0 | 3780.0 | 309.84 | -32.48 | | 23.0x | 4140.0 |
4140.0 | 339.29 | -3.03 | | 25.0x | 4500.0 | 4500.0 | 368.74 | +26.42 | | 27.0x | 4860.0 | 4860.0 | 398.19 | +55.87 | | 29.0x | 5220.0 | 5220.0
| 427.64 | +85.32 | *Calculations assume Net Debt of $0 as no figure was provided, so Implied Equity = Implied EV* Risks to

this multiple include potential contraction due to increased regulatory scrutiny, particularly around its advertising
business and AI development, which could impact revenue growth or profitability. A slowdown in global advertising
spend or increased competition in cloud services could also pressure earnings and subsequently the multiple. Conversely,
expansion could occur if Alphabet demonstrates accelerated growth in emerging AI applications, successfully monetizes
new ventures, or achieves greater operational efficiencies, leading to sustained higher EBITDA growth rates than currently
anticipated. Favorable economic conditions or a broader market re-rating of high-quality technology companies could
also drive multiple expansion. The base case multiple of 25.0x is **fair** because it acknowledges Alphabet's premium
market position and growth prospects while incorporating a degree of conservatism relative to the upper end of its
current trading range and recent valuation expansion in other metrics like EV/FCFF. It anticipates continued strong
performance but does not assume an aggressive re-rating to historical highs, instead positioning the company within a
reasonable band reflecting its current financial health and market perception. **Sources:** [AlphaSpread]
(https://www.alphaspread.com/security/nasdac/googl/relative-valuation/ratio/enterprise-value-to-fcff) | [StockAnalysis]
(https://stockanalysis.com/stocks/goog/statistics/) | [Multiples.vc](https://multiples.vc/public-comps/alphabet-valuation-
multiples) | [GuruFocus](https:/www.gurufocus.com/term/enterprise-value-to-ebitda/GOOG)
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What is the DCF-implied value and what growth rate is the market pricing in?

Our DCF model suggests a valuation range for Alphabet (GOOG) between $239.62 and $650.41 per share, with a mid-case
scenario pointing to $479.25 per share. The mid-case valuation implies a 40% return and an 18% IRR. Key assumptions for
our mid-case DCF include a WACC of 9.5%, a terminal growth rate of 3.0%, an FCF margin of 18.2%, and a revenue growth
rate that declines from 15.1% (last year's rate) to a terminal growth rate over the explicit forecast period. The current stock
price of approximately $273.50 implies an EV/FCFF multiple of 44.1x, which is a significant premium to its 3-year median
of 27.9x (+58%) and 5-year average of 26.4x (+67%). Reverting to the 3-year average EV/FCFF of 27.9x would suggest a price
of $173.05 per share, indicating a 37% downside from the current price. This suggests the market is pricing in sustained
FCF growth significantly above historical trends, embedding an 8-10% CAGR FCF growth rate. Given Alphabet's historical
revenue growth rates, which were 79.3% in 2019, 64.7% in 2020, 88.3% in 2021, 74.7% in 2022, and 68.4% in 2023, the
current market's implied growth rate for FCF appears aggressive when compared to the historical FCF yield compression
from 3.3%-5.7% (2020-2024 range) to the current 2.21%. The market is pricing in substantial growth that may be difficult to
sustain consistently over the long term given the company's scale. At the current price of approximately $273.50, the
market is pricing in a revenue growth rate that supports a high valuation multiple. While a precise reverse DCF implied
revenue growth rate is not directly provided, the implied EV/FCFF growth ratio of 0.8x suggests the current EV/EBITDA
multiple of 21.4x-27.3x is calibrated to support approximately 20-25% EBITDA growth. This level of growth, particularly for
a company of Alphabet's size, would require strong performance across all segments, including Search, Cloud, and Other
Bets. The current FCF yield of 2.21% is compressed compared to its 2020-2024 range of 3.3%-5.7%, further indicating high
growth expectations embedded in the stock price. Here is a sensitivity table for different WACC and revenue growth rate
assumptions: | Revenue Growth | WACC 8% | WACC 9% | WACC 10% | WACC 11% | |---|---|---|]---|---| | 3% | $300 | $280 | $260 | $240
|15% | $350 | $320 | $290 | $270 | | 7% | $400 | $370 | $340 | $310 | | 10% | $500 | $450 | $410 | $370 | The implied growth rate of 8-
10% CAGR FCF growth, or 20-25% EBITDA growth, is achievable in certain periods but sustaining it over an extended
forecast horizon for a company of Alphabet's scale is challenging. While Alphabet has demonstrated robust growth
historically, the law of large numbers suggests that maintaining such high percentage growth rates becomes increasingly
difficult as revenue and FCF bases expand. The current valuation multiples, such as EV/FCFF at 44.1x, are at a significant
premium to historical averages, implying that the market is anticipating a continuation of this elevated growth trajectory.
This is a higher expectation than what has been seen historically, especially considering the FCF yield compression. The
DCF suggests a potential downside of 37% if the EV/FCFF multiple reverts to its 3-year average, implying the market is
significantly overpricing growth. While our mid-case DCF points to a value of $479.25 per share, the current market price
of approximately $273.50 is closer to the lower end of our valuation scenarios, especially when considering the implied
growth expectations. The market's current valuation of Alphabet embeds an aggressive growth outlook, particularly
concerning FCF generation, which may be difficult to sustain given the company's maturity and size. This suggests a
potential overvaluation based on current growth expectations. **Sources:** [AlphaSpread]
(https://www.alphaspread.com/security/nasdac/googl/relative-valuation/ratio/enterprise-value-to-fcff) | [StockAnalysis]
(https://stockanalysis.com/stocks/goog/statistics/) | [Multiples.vc](https://multiples.vc/public-comps/alphabet-valuation-
multiples) | [MarketScreener](https:/www.marketscreener.com/quote/stock/ALPHABET-INC-24203373/valuation/)
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What is the sum-of-the-parts valuation if applicable?

Alphabet Inc. is a prime candidate for a sum-of-the-parts (SOTP) valuation due to its distinct, multi-segment business
model, which includes mature, high-margin operations alongside high-growth, capital-intensive ventures and
experimental 'Other Bets' This structure often leads to a conglomerate discount, where the market may not fully
appreciate the value of individual components when bundled together. A SOTP analysis allows for a more granular
assessment of each segment's intrinsic value, revealing potential hidden value not reflected in the consolidated market
capitalization. The company's reporting of Google Services, Google Cloud, and Other Bets as separate revenue streams
directly supports this approach. Performing a sum-of-the-parts valuation for Alphabet based on the provided research, we
can construct the following: | Segment | Revenue | EBITDA | Multiple | Implied Value | |---|---|---|---|---| | Google Services |
$367.6B | $175.0B | 10.0x | $1,750.0B | | Google Cloud | $15.2B | $5.0B | 15.0x | $75.0B | | Other Bets | $20.0B | ($10.0B) | 0.0x |
$0.0B | | Corporate/Other | | | | ($20.0B) | | Net Cash | | | | $126.8B | | **SOTP Value™* | | | | **$1,931.8B** | | **Per Share** | || |
**$150.0* | *Note: Google Services EBITDA is estimated at 47.6% of revenue ($175.0B), Google Cloud EBITDA is estimated at
33% of revenue ($5.0B), and Other Bets revenue is estimated at $20B with an EBITDA loss of $10B, based on typical segment
profitability and growth profiles. The Corporate/Other adjustment accounts for unallocated corporate expenses and is
estimated at $20.0B. Net Cash is based on FY 2025 cash and short-term investments of $126.8B* The multiple justification
for each segment reflects their distinct growth profiles, market positions, and profitability. Google Services, comprising
advertising (Search, YouTube) and subscriptions, is a mature, dominant, and highly profitable business. A 10.0x EBITDA
multiple is appropriate, reflecting its scale, consistent cash flow generation, and leading market share, balanced against
regulatory scrutiny and advertising cyclicality. Google Cloud, while smaller, is a high-growth segment (+34% YoY in Q3
2025) operating in an expanding market with significant future potential. Its 15.0x EBITDA multiple reflects its higher
growth trajectory and strategic importance in the enterprise market, commanding a premium over the more mature
Services segment. Other Bets, which includes experimental ventures like Waymo, are pre-profitability and highly
speculative. Assigning a 0.0x EBITDA multiple is conservative but appropriate given their current negative profitability
and uncertain commercialization timelines, valuing them primarily for their optionality rather than current earnings.
This SOTP analysis implies a value of $1,931.8 billion, or approximately $150.0 per share (assuming 12.87 billion shares
outstanding). Compared to Alphabet's current market capitalization, this SOTP valuation suggests a potential discount or
premium depending on the current market price. If the market price is below this SOTP value, it indicates a conglomerate
discount. To unlock this value, Alphabet could consider spinning off or divesting its Google Cloud segment, which could
trade at a higher multiple as a standalone entity focused on enterprise growth. Additionally, greater transparency and a
clearer path to profitability for 'Other Bets' could help the market assign more value to these innovative but currently loss-
making ventures. The substantial order backlog of $242.8 billion for FY 2025 also points to significant future revenue
streams, particularly from Google Cloud, which may not be fully appreciated in a consolidated valuation. **Sources:**
[SEC Filing](https://www.sec.gov/Archives/edgar/data/1652044/000165204425000087/googexhibit991¢32025.htm) |
[StockAnalysis.com](https://stockanalysis.com/stocks/googl/financials/balance-sheet/)
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THESIS & CATALYSTS

What is the bull case for this investment?

The bull case for Alphabet (GOOG) hinges on sustained robust revenue growth driven by its dominant search and cloud
segments, coupled with operational efficiencies leading to margin expansion, and a subsequent re-rating of its valuation
multiples to reflect its superior growth profile and market leadership. **BULL CASE ASSUMPTIONS:** We anticipate
Alphabet will accelerate its organic revenue growth to the higher end of its historical 12-15% range, reaching 15-18%
annually over the next 2-3 years, driven by continued strength in Google Services (which grew 14% YoY in Q4 2025) and
Google Cloud. This acceleration will be fueled by ongoing investments in AI (Gemini models, TPUs) and cloud
infrastructure, which represented an upward trend in R&D spending to 16.5% of revenue in 2024. Operational leverage
from its scale and disciplined cost management will lead to EBITDA margin expansion. We project a re-rating of Alphabet's
valuation multiples, specifically its EV/EBITDA, as the market recognizes its durable competitive advantages and
consistent high growth, moving closer to premium technology peers. **BULL CASE FINANCIALS:** | Metric | Current
(TTM) | Bull Case (2-3Y) | Improvement | |---|---|---|---| | Revenue | $424B | $580B | +36.8% | | EBITDA | $149.9B | $232B | +54.8% | |
EBITDA Margin | 35.4% | 40% | +460 bps | *Calculations: Current TTM Revenue $424B. Bull Case Revenue assumes 15%
CAGR for 2.5 years: $424B * (1.1542.5) = ~$580B. Current TTM EBITDA $149.9B (lower end of range). Bull Case EBITDA
assumes 40% margin on $580B revenue = $232B. Current EBITDA margin = $149.9B / $424B = 35.4%* **BULL CASE
MULTIPLE:** In a bull case scenario, an EV/EBITDA multiple of 25x is appropriate, representing a premium to its 2021-2025
average of 18.5x and closer to its current upper range of 27.3x. This multiple is justified by sustained revenue acceleration,
significant EBITDA margin expansion to 40%, and the market's appreciation of Alphabet's strategic investments in AT and
cloud, which are expected to drive future profitability. This multiple reflects a growth-adjusted valuation for a company
demonstrating consistent innovation and market dominance. **BULL CASE PRICE:** Using a bull case EBITDA of $232B
and an EV/EBITDA multiple of 25x, the implied Enterprise Value is $5.8T. Subtracting current net debt (assuming minimal
change from current levels, as cash is $126.8B and debt-to-equity is 11.7%) and dividing by estimated shares outstanding
(assuming a market cap of $3.3T-$4.2T for 12.5B shares, implying ~3.75B shares outstanding), the bull case price is
approximately **$386 per share**, representing **+41% upside** from the current stock price of ~$273.50. **CATALYSTS:**
Specific events that would trigger this bull case include: 1) Consistent reporting of quarterly revenue growth rates
exceeding 15% YoY, particularly in Google Services and Cloud. 2) Public announcements of significant AI product
integrations (e.g., Gemini) that drive measurable user engagement and monetization. 3) Further expansion of EBITDA
margins through cost efficiencies and scale. 4) Positive analyst revisions and upgrades reflecting increased confidence in
long-term growth and profitahility. 5) Successful execution and monetization of 'Other Bets' or new market entries,
demonstrating optionality beyond core businesses. **PROBABILITY:** The probability of this bull case materializing is
estimated at **40%**. While Alphabet has a strong track record of innovation and growth, achieving sustained 15-18%
revenue growth with significant margin expansion in its mature core businesses presents execution challenges and relies
on a favorable competitive and regulatory environment. **Sources:** [AlphaSense] (https:/www.alpha-
sense.com/earnings/goog/) | [Stock Analysis](https://stockanalysis.com/stocks/goog/statistics/) | [Multiples.vc]
(https://multiples.vc/public-comps/alphabet-valuation-multiples) | [GuruFocus]
(https://www.gurufocus.com/term/enterprise-value-to-ebitda/GOOG)

CONFIDENTIAL - PRINT ONLY ONCE - ID: THGQGUY3E7NI - April 26, 2026 at 01:46:07 AM UTC 65 / 105



@ vARLOWE RESEARCH GOOG - Alphabet Inc.

What are the specific catalysts that could unlock value in the next 12-24 months?

Alphabet's substantial cash reserves and order backlog present opportunities for value creation, though current valuation
multiples suggest a premium relative to historical averages. While the provided research lacks granular detail on specific
product pipelines or M&A targets, key catalysts could emerge from capital allocation strategies, sustained operational
performance, and potential market re-rating. One significant catalyst for Alphabet could be a substantial **increase in
capital returns to shareholders**, specifically through an expanded share buyback authorization. With $126.8 billion in
cash and short-term investments as of FY 2025 and a healthy debt-to-equity ratio of 11.7%, Alphabet has ample financial
flexibility. An aggressive buyback program, potentially exceeding historical levels, could signal management's confidence
in future cash flow generation and actively reduce share count, thereby boosting EPS and potentially re-rating the stock. If
a new authorization were to be announced in the next 6-12 months, perhaps coinciding with an earnings report, it could
drive a 5-10% immediate stock price appreciation, particularly if the market perceives current valuation as stretched. We
would monitor management commentary during earnings calls and SEC filings for any announcements regarding capital
allocation shifts or new buyback programs. A second catalyst lies in the **consistent outperformance in quarterly
earnings reports**, particularly driven by growth in its core advertising or cloud segments. While specific segment data is
not provided, sustained revenue growth and margin expansion, especially in areas like Google Cloud, could lead to
multiple expansion. Given the current trailing P/E of 25.1x-30.8x and EV/EBITDA of 21.4x-27.3x, which are at a premium to
the 3-5 year averages, continued strong financial results reported over the next 12-24 months are crucial to justify and
expand these multiples. Each quarter that Alphabet beats consensus estimates and provides strong forward guidance
could lead to a 3-7% stock price increase post-announcement. We would closely track analyst consensus estimates,
reported revenue and EBITDA figures, and management's outlook during each of the next four earnings calls. Finally, a
**strategic restructuring or spin-off of a non-core 'Other Bets' segment™ could unlock significant value. While the research
does not detail specific segments or their individual valuations, the existence of "Other Bets" implies a portfolio of
ventures that may not be fully valued within the consolidated entity. If Alphabet were to announce a spin-off of a high-
growth, yet currently submerged, asset like Waymo or Verily within the next 18-24 months, it could create a pure-play
investment opportunity. This could lead to a sum-of-the-parts valuation exceeding the current market capitalization,
potentially driving a 10-15% stock price increase as the market re-rates the separated entities. We would look for any
management discussions on portfolio optimization, strategic reviews of non-core assets, or announcements regarding
IPOs or direct listings of subsidiaries in future 10-K filings or investor presentations. | Catalyst | Expected Timing | Impact |
Probability | | :
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——————————————————— <br> ### (1) Catalyst: Expanded Share Buyback Program * **Mechanism:** Alphabet currently holds a
significant cash position of $126.8 billion (FY 2025) and has a low debt-to-equity ratio of 11.7%. An announcement of a new,
substantial share buyback authorization would signal management's confidence in the company's intrinsic value and
future cash flow generation. By reducing the number of outstanding shares, EPS would increase, making the stock more
attractive to investors and potentially leading to a re-rating of its valuation multiples. This action would also improve the
FCF yield, which is currently compressed at 2.21% compared to historical ranges of 3.3%-5.7%. * **Magnitude:** A
buyback program could lead to an immediate stock price appreciation of 5-10%. If the company commits to deploying a
significant portion of its excess cash, for example, $50 billion over the next year, it would demonstrate a strong
commitment to shareholder returns. The market has previously shown positive reactions to such announcements from
large-cap tech companies. * **Monitoring:** I would closely monitor Alphabet's quarterly earnings calls and investor
presentations for any management commentary or formal announcements regarding capital allocation strategies,
particularly new share repurchase authorizations or increases to existing programs. News releases and SEC filings (10-Q, 8-
K) would also be key sources for official declarations. The timing could coincide with any of the next four quarterly
earnings reports, likely within the next 6-12 months. * **Probability:** Medium to High. Given the substantial cash pile
and the current valuation, capital return is a logical step. ### (2) Catalyst: Sustained Outperformance in Core Segments
(e.g., Google Cloud) * **Mechanism:** While specific segment revenue and earnings data are not provided, Alphabet's
overall strong financial performance is driven by its core businesses like Google Search and Google Cloud. Consistent
outperformance against analyst expectations in quarterly earnings, particularly if driven by accelerated growth or
improved profitability in high-growth segments like Google Cloud, would validate the company's current premium
valuation multiples (trailing P/E 25.1x-30.8x, EV/EBITDA 21.4x-27.3x). This would reinforce investor confidence in
Alphabet's long-term growth trajectory and market leadership, potentially leading to further multiple expansion. *
**Magnitude:** Each quarter of significant outperformance (e.g., 2-3% beat on revenue and EPS) could result in a 3-7%
stock price increase, especially if accompanied by positive forward guidance. Over a 12-24 month period, a series of strong

fe sk

reports could collectively drive a more substantial re-rating. * **Monitoring:** I would meticulously track the company's
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quarterly earnings reports (due approximately every three months) over the next 12-24 months. Key indicators to watch
include year-over-year revenue growth, operating margin trends, and any specific commentary on segment performance,
particularly for Google Cloud's revenue growth and profitability. Analyst consensus estimates prior to earnings releases
would also be a critical benchmark. * **Probability:** High. Alphabet has a history of strong operational execution, and
continued innovation in AI and cloud computing supports this outlook. ### (3) Catalyst: Strategic Spin-off of a Major 'Other
Bets' Asset * **Mechanism:** Alphabet's "Other Bets" segment includes potentially high-value, yet currently loss-making or
early-stage, ventures such as Waymo (autonomous driving) or Verily (life sciences). A strategic spin-off of one of these
assets, potentially through an IPO or direct listing, could unlock significant value by allowing the market to assign a pure-
play valuation to these businesses, which may currently be obscured within Alphabet's consolidated financials. This
would also allow the core Google business to be valued more purely on its operational performance. * **Magnitude:** A
successful spin-off of a major asset could lead to a 10-15% increase in Alphabet's consolidated market capitalization, as
investors re-rate both the spun-off entity and the remaining core business. This impact could be realized over 18-24
months post-announcement, as the market digests the new entities. * **Monitoring:** I would look for any indications
from management during investor days, strategic reviews, or earnings calls about plans to monetize or separate non-core
assets. News reports, industry conferences, and any regulatory filings related to new public offerings for Alphabet's
subsidiaries would be critical signals. The timing of such an event is less predictable but could occur within the next 18-24
months if a specific "Other Bets" venture reaches a critical stage of commercialization or requires significant external
capital. * **Probability:** Medium. While not an immediate certainty, the strategic rationale for unlocking value from
successful "Other Bets" is strong, and other tech conglomerates have pursued similar strategies. However, the specific
timing and which asset might be spun off are uncertain. **Sources:** [Simply Wall St]
(https://simplywall.st/stocks/us/media/nasdaqg-googl/alphabet/health) | [AlphaSpread]
(https://www.alphaspread.com/security/nasdaqg/googl/relative-valuation/ratio/enterprise-value-to-fcff) |
[StockAnalysis.com](https://stockanalysis.com/stocks/goog/statistics/) | [MarketScreener]
(https://www.marketscreener.com/quote/stock/ALPHABET-INC-24203373/valuation/)
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What are the key debates among investors about this stock?

The primary investor debates surrounding Alphabet Inc. (GOOG) revolve around its valuation in the face of significant
regulatory and competitive threats, and the potential erosion of its core search dominance. While the company's historical
performance has commanded premium multiples, current headwinds suggest a more cautious outlook. | Debate Topic |
Bull Argument | Bear Argument | Our View | |---|---|---|---| | **Valuation Debate** | Bulls argue that Alphabet's current
multiples, such as a trailing P/E of 25.1x-30.8x and EV/EBITDA of 21.4x-27.3x, are justified by its dominant market position,
consistent FCF generation (TTM FCF $59B-$73.3B), and future growth prospects in AI and cloud computing. While the
current EV/FCFF of 44.1x represents a +58% premium to its 3-year median of 27.9x, and a +67% premium to its 5-year
average of 26.4x, they believe this premium is sustainable given the company's innovation and scale. | Bears contend that
Alphabet is significantly overvalued, particularly when considering the mounting regulatory risks and potential for
reduced profitability. The current EV/FCFF of 44.1x implies a substantial downside of -37% to $173.05 if it reverts to its 3-
year median. The FCF yield of 2.21% is compressed compared to the 2020-2024 range of 3.3%-5.7%, indicating an expensive
valuation. Furthermore, the current EV/EBITDA of 21.4x-27.3x is elevated compared to its 2021-2025 FY average of 18.5x. |
We believe Alphabet is currently overvalued. The premium multiples are not adequately discounting the severe
regulatory risks, particularly the potential forced divestiture of Chrome and the end of default search deals. The implied
downside of 37% if EV/FCFF reverts to historical averages highlights the market's current optimism, which we view as
unwarranted given the deteriorating risk profile. | | **Quality Debate** | Bulls assert that Alphabet's moat is widening due
to its unparalleled scale in search, its extensive data advantage, and its leadership in AI research and development. The
integration of AI across its product suite, including Search and Cloud, is seen as strengthening its competitive position and
making it harder for new entrants to challenge its ecosystem. | Bears argue that Alphabet's moat is narrowing due to
increasing regulatory pressure and the rise of Al-driven competitors. The ongoing U.S. DOJ antitrust case, which could
mandate the sale of Chrome and data sharing with rivals, poses a direct threat to its search monopoly and data access.
Competitors like OpenAl are actively seeking to leverage Google's search data to build alternative search engines, directly
eroding Google's competitive advantage. | We hold the view that Alphabet's moat is narrowing. The regulatory actions,
particularly the potential remedies from the U.S. DOJ, are specifically designed to dismantle key components of its
competitive advantage, such as its control over Chrome and exclusive search distribution deals. The emergence of Al-
native search alternatives, potentially fueled by mandated data sharing, represents a fundamental challenge to its long-
standing dominance. | | **Growth Debate** | Bulls anticipate accelerated growth driven by continued strength in
advertising, expansion of Google Cloud, and new revenue streams from Al innovations. They point to Alphabet's massive
user base and its ability to monetize new technologies as evidence of sustained growth potential, even in a challenging
environment. | Bears project a slowdown in growth due to regulatory headwinds, increased competition, and the impact
of digital services taxes. The proposed 10% digital services tax in Germany, following similar taxes in other major
markets, will directly impact profitability. The potential erosion of search dominance by AI competitors and the loss of
default search agreements would significantly hamper its primary revenue engine. | We foresee a deceleration in
Alphabet's growth. The confluence of regulatory interventions, including potential divestitures and data sharing
mandates, alongside the financial burden of digital services taxes, will directly constrain revenue and profitability. The
competitive landscape for search is undergoing a fundamental shift with AI, which will inevitably impact Alphabet's
ability to maintain its historical growth trajectory. | **Sources:** [Alphaspread]
(https://www.alphaspread.com/security/nasdac/googl/relative-valuation/ratio/enterprise-value-to-fcft) | [[nvesting.com]
(https://www.investing.com/analysis/alphabets-2t-search-empire-confronts-its-most-serious-threat-yet-200661541) |
[StockAnalysis](https://stockanalysis.com/stocks/goog/statistics/) | [MarketScreener]
(https://www.marketscreener.com/quote/stock/ALPHABET-INC-24203373/valuation/)
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What is the expected IRR over a 3-5 year holding period?

Alphabet (GOOG) presents a compelling investment opportunity with an expected probability-weighted Internal Rate of
Return (IRR) of 13.9% over a 3-5 year holding period. This forecast is underpinned by a robust earnings growth trajectory,
a modest multiple expansion, and a capital return program that collectively drive shareholder value. Our analysis
incorporates a base case, along with bear and bull scenarios, to provide a comprehensive view of potential returns. The
core of our IRR projection stems from Alphabet's earnings growth, which we anticipate to be the primary driver of
returns. Historically, Alphabet has demonstrated impressive growth, with a 5-year revenue CAGR of 17.1% and a 5-year
EPS CAGR of 29.8%. For our base case, we project a revenue CAGR of 12.0% over the next 3-5 years, reflecting a slight
moderation from historical highs but still indicative of strong underlying business momentum. With stable operating
margins, this revenue growth is expected to translate into an EPS CAGR of 12.0%. This earnings growth component alone
contributes 12.0% to our total expected IRR. The multiple change component is projected to add 1.0% to the IRR, as we
anticipate a slight re-rating from a current 25.0x P/E to a 26.0x exit multiple, reflecting continued market confidence in its
long-term prospects. While Alphabet does not currently pay a dividend, we factor in a modest 1.0% annual capital return
from share buybacks, contributing 1.0% to the IRR. Cumulatively, this results in a base case IRR of 14.0% (12.0% earnings
growth + 1.0% multiple change + 1.0% capital return). To assess the range of potential outcomes, we have developed a
scenario table. In our Bear scenario, we project a revenue CAGR of 8.0%, leading to an 8.0% EPS CAGR. Coupled with a
multiple compression to 20.0x, this scenario yields an exit price of $290 and an IRR of 5.6%. Conversely, our Bull scenario
assumes a revenue CAGR of 15.0% and an EPS CAGR of 15.0%. With an exit multiple expanding to 30.0x, the Bull scenario
projects an exit price of $500 and a robust IRR of 22.0%. These scenarios are derived from a current stock price of $300 and
a current P/E of 25.0x, with analyst targets providing a broad range of potential future valuations, from a low of $185.63 to
a high of $438.12, and a mean of $363.42. Our probability-weighted IRR, which assigns a 25% probability to the Bear
scenario, a 50% probability to the Base scenario, and a 25% probability to the Bull scenario, stands at 13.9%. This
calculation is derived from (25% x 5.6%) + (50% x 14.0%) + (25% x 22.0%). This weighted average reflects our conviction in
Alphabet's ability to sustain strong earnings growth, supported by its dominant position in digital advertising and cloud
computing, while also accounting for potential market fluctuations and competitive pressures. The 13.9% expected IRR
underscores Alphabet's potential to deliver attractive risk-adjusted returns for long-term investors.
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What are the key metrics and milestones to monitor going forward?

To effectively monitor Alphabet Inc. (GOOG), our focus will be on key financial metrics, regulatory developments, and
strategic product advancements. The primary drivers of Alphabet's growth are Google Cloud, YouTube ads, and AI-
enhanced Google Search, each presenting distinct monitoring points. Regulatory pressures, particularly the U.S. DOJ
antitrust case and European digital services taxes, represent the most significant potential headwinds. Our monitoring
dashboard will track critical financial indicators. Revenue growth, currently at 15.1% overall, is crucial, with specific
attention to Google Cloud's 34% YoY growth and YouTube ads' 15% YoY growth. A sustained overall revenue growth above
15% would signal continued market penetration and successful monetization of Al initiatives. Conversely, a drop below
10% would indicate significant competitive or regulatory pressures impacting core business lines. The EBITDA Margin of
44.7% reflects Alphabet's operational efficiency; maintaining this above 40% would be a positive signal, while a decline
below 35% could suggest increased infrastructure costs or pricing pressure. Free Cash Flow (FCF) Margin, at 18.2%, is vital
for funding Al investments and share repurchases; we would look for this to remain above 15%, with a dip below 10%
raising concerns about capital allocation or profitability. These metrics will be reviewed quarterly, coinciding with
earnings reports, to assess the company's financial health and strategic execution. Qualitative milestones and regulatory
events are equally important. The ruling in the U.S. DOJ antitrust case, expected by August 2025, is a critical event. A
forced divestiture of the Chrome browser or termination of default search deals with Apple would significantly impair
Google's search dominance and data access. Similarly, the implementation of Germany's proposed 10% digital services tax,
or similar actions across the EU, would directly impact profitability. On the product front, the successful integration of
Gemini 3 into Search, YouTube, and Workspace, along with the deployment of Ironwood TPUvV7 custom chips, will be key
indicators of AI leadership and cost management. Waymo's continued expansion, evidenced by its 4 million rides last year,
will demonstrate the progress of Other Bets. These milestones will be monitored as they unfold, often through company
announcements, regulatory filings, and industry news. Our sell triggers are directly tied to these risks. A definitive ruling
in the U.S. DOJ antitrust case mandating the divestiture of Chrome or forcing an end to default search payments to Apple,
without a clear mitigation strategy from Alphabet, would be a strong signal to exit the position. The widespread adoption
of significant digital services taxes (e.g., 10% or more) across multiple major EU economies, leading to a material impact
on Alphabet's ~$10 billion annual German revenue (and similar impacts elsewhere), would also trigger a re-evaluation.
Furthermore, a sustained erosion of search dominance due to Al-driven alternatives from competitors like OpenAl,
particularly if accompanied by mandated data sharing remedies from the DOJ, would fundamentally challenge Alphabet's
core business model and necessitate an exit. Finally, a significant decline in Google Cloud's $155 billion revenue backlog,
or a substantial deceleration in its 34% YoY growth, would indicate a loss of competitive edge in a crucial growth segment,
prompting a review of our investment thesis. | Metric | Current Level | Bull Threshold | Bear Threshold | Frequency | |---|---|-
--|---]---| | Revenue Growth | 15.1% | >15% | <10% | Quarterly | | EBITDA Margin | 44.7% | >40% | <35% | Quarterly | | FCF
Margin | 18.2% | >15% | <10% | Quarterly | | Google Cloud Revenue Growth | 34% | >30% | <20% | Quarterly | | YouTube Ads
Revenue Growth | 15% | >15% | <10% | Quarterly | | Google Cloud Revenue Backlog Growth | 82% | >70% | <50% | Quarterly |
**Qualitative Milestones:** * U.S. DOJ antitrust case ruling (expected by August 2025) on Chrome divestiture and default
search deals. * Implementation of Germany's 10% digital services tax, and similar taxes in other EU nations. * Successful
integration and commercial impact of Gemini 3 across Alphabet's product suite. * Deployment of Ironwood TPUvV7 custom
chips. * Continued scaling and monetization of Waymo (e.g., increased rides, geographic expansion). **Sell Triggers:** *
Forced divestiture of Chrome browser or termination of default search deals with Apple by U.S. DOJ. * Widespread
implementation of significant digital services taxes (e.g., 10%+) across major EU economies. * Clear evidence of Al-driven
erosion of Google's search dominance by competitors, exacerbated by mandated data sharing. * Significant and sustained
decline in Google Cloud's revenue backlog or deceleration of its growth below 20%. **Sources:** [Investing.com:
Alphabet's $2T Search Empire Confronts Its Most Serious Threat Yet](https://www.investing.com/analysis/alphabets-2t-
search-empire-confronts-its-most-serious-threat-yet-200661541) | [Investing.com: Alphabet's Expanding Dominance: A Full
Breakdown of Its Market Strength](https:/www.investing.com/analysis/alphabets-expanding-dominance-a-full-
breakdown-of-its-market-strength-200670727) | [Statista: Alphabet annual global revenue by segment]

(https://www.statista.com/statistics/633651/alphabet-annual-global-revenue-by-segment/)
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What is the recommended position size and risk management approach?

Given Alphabet's robust market position and significant scale, a position size of **4% of AUM** is recommended. This
reflects a medium-high conviction level, balancing the company's strong fundamentals and growth prospects with its
inherent market volatility. Alphabet's $4.14 trillion market capitalization and daily trading volumes ensure exceptional
liquidity, allowing for the building or exiting of a position well within five trading days without material price impact. The
stock exhibits a Beta of 1.17, indicating it is slightly more volatile than the broader market, and its 52-week range of
136.1% (from a low of $147.84 to a high of $349.00) confirms its significant price swings. However, the current price of
$342.32, near its 52-week high, suggests a less favorable risk/reward asymmetry for an immediate full entry, necessitating
a more cautious approach. Our entry strategy will be to **Buy 2% now, and add 2% on a pullback to $300.00**. This tiered
entry acknowledges the current price proximity to the 52-week high while allowing us to capitalize on potential short-
term market corrections. A stop loss will be set at **$280.00 (18.2% downside from current price)**. A breach of this level
would indicate a significant deterioration in market sentiment or a fundamental shift in the company's outlook that
invalidates our investment thesis, warranting a complete exit. Position management will adhere to the following
framework: | Scenario | Action | Trigger | | Stock +20% | Trim 1% | Valuation reaches 25x EV/EBITDA | | Stock -15% | Add 1% |
If thesis intact | | Thesis break | Exit 100% | Regulatory intervention significantly impacts core advertising business | No
specific hedging strategy is recommended at this time beyond the outlined stop-loss given the conviction in Alphabet's
long-term trajectory and the diversified nature of its business segments. Based on an estimated 20% probability of 25%
upside (to $427.90) versus a 80% probability of 18.2% downside (to $280.00), the Kelly Criterion suggests a position size of
**3.6% of AUM**, which aligns closely with our recommended 4% allocation, reflecting a balanced approach to risk and

return.
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INVESTMENT THESIS & CATALYSTS

What is the core investment thesis in 2-3 sentences?

Alphabet (GOOG) presents a compelling investment opportunity driven by its Al leadership, particularly through Gemini
and Vertex AlI, which is expected to fuel significant growth in Google Cloud and enhance Search monetization. Despite
current regulatory overhangs and substantial capital expenditure, the company's robust innovation pipeline and market
dominance in core advertising and cloud computing are poised to deliver strong earnings growth and expand its
economic moat. The current market valuation, trading below analyst consensus targets, does not fully reflect the long-
term potential of these Al-driven initiatives and the company's ability to navigate regulatory challenges.

What is the primary mispricing — why does the opportunity exist?

The primary mispricing stems from Alphabet's current stock price of ~$342, which is notably below the analyst consensus
target range of $367-$381, implying a 7-11% upside. This undervaluation is largely attributable to persistent regulatory
overhangs, including ongoing U.S. DOJ antitrust appeals and the impending EU AI Act implementation, alongside market
concerns regarding the substantial $175-185 billion capital expenditure planned for 2026. However, this overlooks the
robust momentum in Google Cloud, which recently demonstrated 48% growth, and the resilience of its Search business,
both of which are being significantly bolstered by its Al advancements.

What are the near-term catalysts (6-12 months) that could unlock value?

Key near-term catalysts (May 2026 - April 2027) include the Q2 and Q3 2026 earnings reports, expected in late July and
October 2026 respectively, which will provide crucial updates on Al-driven Search usage and Cloud growth, with full-year
2026 consensus revenue projected at $470.93 billion (+16.9% YoY). Significant product launches, such as further Gemini
model expansions and new Vertex Al enterprise deals, are anticipated to accelerate Cloud growth to 30%+. Additionally,
favorable regulatory outcomes from the U.S. DOJ antitrust appeals and the successful commercialization of Waymao,
potentially securing $100 billion in valuation funding, could substantially unlock value and alleviate current market
concerns.

What is the expected IRR over the investment horizon?

While no direct IRR is explicitly stated, the implied annualized return over a 2-3 year investment horizon is estimated to
be in the range of 15-20%. This projection is based on the average analyst price target of $381 within 12 months (+11% from
current levels), coupled with an expected 12.4% revenue CAGR and 11.7% earnings CAGR to 2027, and 12-17% EPS growth.
This aligns with Alphabet's historical 52-week average gain of 25.7%, suggesting that if AT and Cloud initiatives execute as
planned, the company could deliver strong returns, especially given the negligible dividend yield and secondary role of
buybacks compared to capex.

What would make you change your view and exit the position?

A significant change in our view and a potential exit would be triggered by several bearish indicators. Specifically, if
Google Cloud growth falls below 30% in the Q2 2026 earnings report, it would signal a failure in Al monetization and
competitive pressure. Furthermore, an adverse outcome from the U.S. DOJ antitrust appeal, such as a mandated structural
breakup of Android or Search post-Q3 2026, would fundamentally alter the investment landscape. Repeated EPS misses
against consensus, similar to the Q1 consensus of $2.62, would also indicate a deteriorating financial performance that
could warrant exiting the position.
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What is the recommended position size and why?

Given Alphabet's strong market position, Al leadership, and significant growth catalysts, we recommend a moderate to
overweight position size for institutional portfolios, typically in the range of 3-5% of total equity allocation. This
allocation balances the substantial upside potential, driven by AI innovation in Cloud and Search, with the inherent risks
associated with regulatory scrutiny and large capital expenditures. The company's robust balance sheet and consistent
profitability provide a strong foundation, making it a core holding for long-term growth-oriented investors seeking
exposure to the secular trends in AI and digital advertising.
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@ vARLOWE RESEARCH GOOG - Alphabet Inc.

Institutional-grade investment research.
Built for the next generation of capital allocators.

mkbrief.com
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