Alphabet Inc. (GOOG/GOOGL): Executive Summary (April 3, 2025)

I. Company Overview and Revenue Sources
Alphabet Inc. is a diversified technology conglomerate operating through three major segments:
· Google Services: Core business; includes Search, YouTube, Android, Chrome, Gmail, Maps, and consumer hardware. Primary revenue from advertising (~77% of total revenue).
· Google Cloud: Offers Google Cloud Platform (GCP) and Google Workspace. Revenue from enterprise cloud services and subscriptions (~12%).
· Other Bets: Moonshots like Waymo (autonomous driving), Verily (health tech), and DeepMind (AI research). Collectively burn cash; minimal revenue impact.
Revenue Breakdown (2023):
· Total Revenue: $324B
· Google Search & Other: $175B
· YouTube Ads: $40B
· Google Network Members: $32B
· Google Cloud: $39B
· Other Bets: <$2B

II. Growth Trends and Strategic Shifts
· Search & YouTube: Growing mid-high single digits; monetization stable.
· Cloud: Accelerating profitability; ~26% YoY revenue growth in 2023.
· AI: Gemini 2 Pro is competitive. Integration into Search, Workspace, and Cloud opens monetization options.
· Efficiency Focus: Cost-cutting, layoffs, and AI-driven operational improvements.
Key 5-Year Growth Averages (2018-2023):
· Revenue CAGR: ~13%
· EPS CAGR: ~18% (buybacks boost per-share metrics)

III. Financial Highlights and Ratios (Updated)
· Operating Margin: ~27% (GAAP)
· Net Income Margin: ~23%
· Free Cash Flow: $72.76B (2024)
· CapEx: ~$32B (mostly AI and data infrastructure)
Balance Sheet (2024):
· Cash & Short-Term Investments: $95.66B
· Total Debt: $28.14B
· Net Cash Position: ~$67.5B
Efficiency Ratios:
· ROA (2024): 23.52%
· ROE (2024): 32.48%
· ROIC: ~25%
· Share Buyback: $70B authorized, 1.8% net reduction in diluted shares outstanding
· Current Ratio: 1.84
· Debt-to-Equity Ratio: 0.39

IV. Valuation Models
Current Price: ~$155/share
 Price-to-Earnings (TTM): 19x 
Price-to-Sales: 6x 
EV/EBIT: ~16x
1. DCF Model (Base Case - Conservative in my opinion)
· Revenue Growth: 10% CAGR (next 5 years)
· FCF Margin: 23%
· WACC: 8%
· Terminal Growth: 3%
· Implied Value: ~$187/share
2. Ben Graham Formula (Quick Estimate – Sanity Check)
· EPS (TTM): ~$6.50
· Growth Rate (conservative): 9%
· Formula: V = EPS × (8.5 + 2g) = 6.5 × (8.5 + 18) = ~$173
· Current Price: ~$155 → Slightly undervalued (~12%)

V. Competitive Landscape
	Segment
	Key Competitors
	Alphabet's Competitive Position

	Search
	Microsoft (Bing + ChatGPT)
	Scale, ad ROI, real-time web data

	YouTube
	TikTok, Netflix
	Monetization, UGC, creator ecosystem

	Ads Platform
	Meta, Amazon
	Integration, reach, data flywheel

	Cloud
	AWS, Microsoft Azure
	Late to profit, but gaining share

	AI Models
	OpenAI, Anthropic, Meta
	Strong research, weak consumer rollout


Judgment: Alphabet is losing some innovation ground in AI tools but retains dominant scale, brand, and infrastructure in core businesses.  Search volume is still growing. Cloud and AI are likely to keep growing in the medium term.

VI. Strategic and Financial Outlook
Path to Stock Doubling in 7 Years (~10.4% CAGR Needed):
· EPS Growth: ~10%/yr (Cloud + AI products)
· Buybacks: ~2% EPS tailwind
· P/E Expansion: Modest (to 22–24x)
· Dividend: currently small, not needed under other assumptions
I believe that this is realistically achievable, making Alphabet an interesting investment.
Risks:
· Antitrust and regulatory (EU, US Antitrust)
· AI cannibalizing Search or slowing monetization
· Company cultural malaise post-COVID (reduced innovation, speed)
· Stock-based comp remains high but declining


