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(Figure 1) Source: Bloomberg Terminal (GF) 
 

Executive Summary   
Alphabet, Inc. (GOOG) operates as a holding company, 
providing web-based search, advertisements, maps, software 
applications, mobile operating systems, consumer content, 
enterprise solutions, commerce, and hardware products. The 
company is a part of the communications sector, residing within 
the internet media and services industry. The company is a 
collection of businesses, the largest being Google, which 
reports as two segments: Google Services and Google Cloud. 
Google Service accounts for approximately 90% while Google 
Cloud accounts for approximately 10%, the company has other 
holdings classified as Other Bets. The Company is 
Headquartered in Mountain View, California, with locations in 
North America, Europe, and Asia. Alphabet continues to make 
significant research and development investment in the areas 
of AI and machine learning,  as it looks to develop new 
innovative offerings and improve its existing ones. The company 
will continue to increase their spending in support of AI 
products and services, as well as acquisitions and strategic 
investments. Alphabet Inc. is a mega cap with a market cap of 
$2.19T, currently trading on the NASDAQ exchange at $166.57, 
as of the market close on November 21, 2024. This price is on 
the higher end of their 52-week range of $129.40-193.31, but as 
will be further analyzed, not nearly where it has the potential to 
be in the future.  

Investment Thesis 
Alphabet is currently a BUY, with an expected value of $358.81. 
Objectively, their financial performance and expected growth 
notes them as being a technically undervalued company. The 
company's strong margins and ratios relative to peers and 
excess cash generation has positioned them to continue to 
expand their revenue streams. Alphabet controls 
approximately 90% of the global digital ad market driven by their 
Google Search and has dominance in the video advertising 
space through its YouTube product offering. The company has 
been able to diversify its revenue streams as it has matured; 
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with revenue from YouTube subscriptions, the Pixel product 
line, and Nest smart devices. With a P/E of 22.88, very 
reasonable compared to its historical average and peers, 
reflects there may still be untapped growth potential in the 
company. Alphabet has and will likely continue to benefit from 
the shift to digital channels and the cloud, as well as continuing 
growth into emerging markets. Despite the company being a 
mega cap in the mature growth phase of the business cycle, 
the longer-term future growth the company offers is still 
inciting. Alphabet is considered one of the global leaders in 
AI, investing heavily and so far, producing their Gemini 
Chatbot among other AI additions to existing products. 
While concerns about a potential breakup of Alphabet’s 
core business exist, a contrarian approach suggests that a 
split up could uncover long-term value for shareholders by 
enabling the individual business to operate in a more 
efficient and profitable way. Alphabet is a well-established 
company with dominant control of the search engine space 
and consistently growing revenue streams; their global 
leading investment strategy in AI has positioned them to 
unlock the next wave of growth in the market. Alphabet 
offers leadership in digital advertising, cloud computing, 
and AI technology; while regulatory and competitive risk 
exist, the company's strong margins, ratios, and revenue 
growth make it well-positioned to capitalize on future long-
term growth.  

 

Company Overview 

Operations 

Originally founded as Google in 1998 by Larry Page and 
Sergey Brin, and re-launched in 2015 as a parent company, 
Alphabet, Inc. is the holding company for Google, which 
functions as the largest search engine and smartphone 
operating system in the world. Beyond these two dominant 
fields of work, Alphabet also holds Google’s various 
internet offerings – Chrome, Gmail, Google Drive, Maps, 
Photos, and Play. Beyond the web, Google derives a small 
portion of their income from developing smaller emerging 
businesses.  

 

 
(Figure 2) Revenue by Segment 

Source: Bloomberg Terminal (FA) 

Alphabet’s revenue is approximately 90% derived from its 
Google Services – which includes Google Advertising, and 
Google Subscriptions Platforms and Devices. Advertising 
can be broken down into three major segments - Google 
Search (57% of total revenue), YouTube Ads (10.3% of total 
revenue), and Google Network (10.2% of total revenue). 
Google Subscriptions, Platforms, and Devices (also within 
the Services segment) account for 11.3% of total revenues. 
Outside of services, Google Cloud collects most of the 
remaining revenues at 10.8%. Other Bets and Hedges 
account for 0.5 and 0.1% of revenue.  

 
(Figure 3) Geographic Revenue Breakdown 

Source: Bloomberg Terminal (FA) 

Qualifying as “world’s largest” in many of their operational 
categories, it only makes sense that their revenue 
breakdown is geographically diverse. While a notable 
piece, 47%, based in the United States, the remaining 
majority is all rooted in international activity. The next 30% 
is placed in the EMEA regions (Europe, Middle East, and 
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Africa), followed by 17% in the Asia Pacific region, and the 
final 6% in the remaining Americas.  

 

Cyclicity and Competition 

Alphabet, relative to its peers, is a company in the mature 
stage of its business cycle. It has a well-established 
presence in the sector and has a large enough stake so as 
to not easily have its growth wiped out. Previously, the 
telecommunications sector as a whole was in a state of 
decline, the shift of communicative media heading towards 
the internet and other more modern sources. Because of 
this, media and internet services were included in the 
sector, rebranding it as simply, “communications.” This 
adaptation allowed the sector to find new growth 
opportunities, bringing it back into a mature stage – the 
sector today doesn’t show signs of decline. Alphabet, while 
mature, has also adapted alongside its sector, looking to 
the future with sectors such as cloud computing and AI, 
which provide growth opportunities, allowing Alphabet to 
remain in the mature stage and avoid decline.  This sub-
industry of the sector functions as an oligopoly, within 
which Alphabet is a grappling force, with a small few 
competitor. These competitors, however, are a strong 
group with market power equal to Alphabet’s own (Meta, 
Microsoft, Amazon, Apple). Their interest in prioritizing the 
development of AI strategies has, and will theoretically 
continue to, aid in their dominance of this market.  

The communications sector, specifically the Media 
services industry, is heavily cyclical, due to their reliance on 
advertising revenues as a main source of income.  In 
economic downturns, one of the first segments to see cuts 
for most companies is their advertising budget, which 
would ultimately end up being reflected in Alphabet’s 
advertising revenue numbers. Another detail of this 
cyclicity is the tendency to see a fourth quarter upturn, with 
the chaos of holiday advertising campaigns and increased 
consumerism creating far more advertising revenues for 
Google.   

 

Antitrust Lawsuit 

A major concern in Alphabet’s outlook, which many 
analysts consider to have cast a foggy horizon, is Google’s 
recent Anti-Trust lawsuit.  The suit carries allegations 
regarding a monopolization of the browser and digital 
advertising market, claiming an abuse of an already 
dominant position. Google is estimated to control nearly 
90% of the search market – and nearly 95% specifically on 

smartphones. Many regulators at the Federal Trade 
Commission see this dominance as being a setback to 
smaller platforms, inhibiting their potential growth in a 
market saturated by only one. Those against the suit claim 
that the anti-trust is an unfair punishment for Google simply 
succeeding in their industry. Regardless of moral 
inhibitions, the threat this poses to Googles future 
revenues is significant. If Google loses the suit, various 
selloffs have been proposed – one of the most prominent 
being the potential selloff of their Chrome browser, which 
is a major revenue driver. To reduce their monopolization of 
the smartphone market, they could be forced to lose their 
presence as the “automatic” browser on Apple devices – a 
convenience for which they pay tens of billions to Apple 
each year.  

Google’s rebuttal to these remedies is the claim that their 
success is rooted in strong products, and furthermore, that 
measures such as those proposed would be harmful to the 
consumers and small businesses who rely on their services 
for their own performance. An important point to keep in 
mind, is that this event is a temporary influencer of share 
prices. While the risk of lost revenue from potential selloffs 
is a worthwhile point to consider, it’s crucial to remember 
that if a business genuinely has a strong strategy, their 
underlying value will continue to drive growth in the long-
term, regardless of short-term influxes of volatility.  

 

Management 

Alphabet consistently maintains a well-qualified team in its 
highest levels of leadership. Current CEO, Sundat Pichai, 
has served since 2019, but initially joined Google in 2004 in 
their product management and innovation segments. 
Recently, Ruth Porat sidestepped into the role of President 
and CIO, after having served as CFO since 2015.  Co-
Founders Larry Page and Sergey Brin stay actively involved 
in the company’s well-being, both serving on the Board of 
Directors.  
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Industry Overview 
Performance vs. Sector 

 
(Figure 4) Source: Bloomberg Terminal (COMP) 

The chart compares Alphabet (GOOG) with two sectors, 
Communication Services (S5COMS) and Information 
Technology (S5INFT). While Alphabet is a part of the 
Communication Services sector it follows a near identical 
cyclical trend to the Information Technology sector.  The 5-
year performance of Alphabet is greater than both the 
S5COMS and the SPX but follows short of the S5INFT. The 
total return over the period for Alphabet was 174.98%, 
while the S5COMS followed with a return of 114.19% and 
leading both was the S5INFT with a return of 173.32%. The 
company's large size means it is a market maker not a 
follower, its growth is largely based on economic and 
operational performance.   

Capital Expenditures  

 
Artificial Intelligence 

Artificial Intelligence (AI) has significantly impacted the 
global landscape, transforming the communications and 
information technology sectors by driving innovation, 
enhancing efficiency, and unlocking new revenue streams. 
For the broader market, AI has enhanced cybersecurity 
detection, offered automation of network operations, and 
high-speed data processing and analysis. For Alphabet, 
they have spent the second most on Capital Expenditures 

consistently, with $14.923B in Q3 2024 trialing only 
Amzon’s $22.620B. The company is at the forefront of 
innovation in this area. Google has established the world’s 
leading AI research labs, which are credited with 
advancements in deep machine learning and generative AI. 
The company has rolled out products such as Bard now 
Gemini, an AI chatbot which has enhanced its core search 
engine capabilities. The company's core search algorithm 
is AI powered and many of its new products offered in the 
advertisement space use AI to optimize ad placement, 
improving performance metrics by utilizing behavioral data. 
The company's other product offerings such as YouTube, 
have used AI-driven recommendation algorithms to allow a 
more personalized user experience. Additionally, another 
number of the company's smaller products have begun 
utilizing innovative technology to enhance services. Being 
one of the dominant players in the industry, Alphabet has 
faced antitrust allegations and a growing concern for AI 
regulation. In California, measures have begun to take 
place to restrict the use of certain copyrighted images. 
Despite this, AI is truly reshaping the way the world works, 
and Alphabet is a key driver of this transformation and will 
certainly be a key beneficiary once revenues begin being 
tied to more accurately to AI.   

 

Cloud Software 

Alphabet has experienced significant growth from its 
Google Cloud segment, generating over $33 Billion in 
revenue in 2023. This was Alphabets third largest segments 
and its fastest growing, showing the increased market 
presence Google Cloud has gained. The key drivers of this 
growth can be attributed to the shift to cloud-based 
infrastructure and solutions. For Google Cloud specifically, 
the use of AI and machine learning through their 
innovations like Gemini AI Chatbot and Tensor Flow. As the 
industry continues to grow, Google Clouds emphasis on AI 
tools and streamlining solutions for clients should position 
them for continued revenue growth.   
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Total Global Spending on Infrastructure Software 

 
(Figure 5) Source: Bloomberg Terminal (BI ASFTG) 

The chart above shows the steady increase of total global 
spending on infrastructure software from 2019 to 2023, 
reaching nearly $415 Billion in 2023. Infrastructure 
software has increased due to a shift to cloud-based 
solutions and increased digitalization across all industries. 
The growth in spending shows the reliance on cloud-based 
platforms as businesses move away from previous 
solutions. For Alphabet, they benefit directly from the 
increased spending through Google Cloud; as its offering in 
cloud computing, machine learning, and developer tools 
align with the industry's future. The continued growth in 
global infrastructure software spending presents Alphabet 
with a significant opportunity to capitalize.   

 

Spending on Advertising for Major Global Economies (%) 

 
(Figure 6) Source: Bloomberg Terminal (BI ADVIG) 

The chart above shows a clear trend in global advertising 
spending over the past four years, highlighting the 
increasingly dominant market share of internet advertising 
at the expense of more traditional channels like television. 
Internet advertising spending has increased significantly, 
rising from 52.10% market share of ad spending in 2019 to 
68.70% in 2023. This growth reflects the shift to digital 
platforms driven by the expansion of the internet. Alphabet 

is one of the largest beneficiaries of this ongoing trend in 
advertising spending, as the leader in digital advertising. As 
the world continues to shift to the internet, the company’s 
dominant market share provides growth opportunity. With 
Television ad spending declining, YouTube could emerge as 
a key beneficiary as a key alternative for video advertising. 
The shift in advertising spending reflects a focus on e-
commerce and a societal shift to digital platforms. 
Alphabet is positioned to capture a significant share of the 
growing internet advertising market. While increased 
competition, especially in AI and increased regulation are 
challenges worth noting, the company's innovation and 
management team make them a strong player in the 
evolving advertising market.   

Internet Advertising Revenues by Company  

 
(Figure 7) Source: Bloomberg Terminal (BI ADVIG) 

The chart above shows the consistently largest share of 
internet advertising revenue Google has, accounting for 
approximately 35-40% from 2019-2023. While google saw 
an increase in 2021, peaking at 40.40%, it has since 
decreased to 37.10% in 2023. Amazon was able to over 
doubt their growth from 4.30% in 2019 to 9.35% in 2023. As 
for Facebook they have experienced a similar trend to 
Google, peaking at 28.3% in 2021 before falling to 26.20% 
in 2023. Google has been the top performer across the 
internet advertising industry, maintaining over a 50% share 
among the top three which accounted for 72.65% of 
revenues in 2023.  While Googles leadership in search 
advertising is the company’s main revenue generator, 
YouTube has seen solid grow. For Alphabet to remain 
dominate in the advertising space they must continue to 
invest in privacy-compliant ad solutions and adapt to the 
ever-evolving regulations.   
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Economic Outlook 
Overall Economic Outlook:  

The U.S. economy has remained resilient despite the fallout 
from the Covid-19 pandemic. While inflation spiked to as 
high as 9%, recent data suggests it is coming down. With 
Donald Trump coming into office there are concerns that 
his economic plan, which consists of an estimated $8 
trillion budget deficit and aggressive tariffs especially on 
China will reignite inflation. The former Presidents plan is 
estimated to increase domestic production and benefit 
companies like Alphabet who are based in the U.S. and 
made up just under 50% of their total. Additionally, the 
Trump administration is expected to significantly influence 
the ongoing antitrust lawsuit against Alphabet, Inc.  While 
the cases were initiated under his first term, Trump has 
expressed resentment towards breaking up American 
companies. The administration will have the ability to 
appoint key members in the antitrust department, including 
the Attorney General and head of the Federal Trade 
Commission. The outlook remains uncertain with a re-
election of Trump, but the administration but certainly 
reevaluate the potential breakup.  

The internet media and services sector are very sensitive to 
economic downturns as the main revenue driver is 
advertising, which is largely dependent on favorable 
economic conditions. Within the digital advertising industry 
specifically, GDP growth and consumer spending are 
important factors; during economic downturns, business 
tend to cut down on discretionary spending, often 
advertising being one of the first expenses to be cut. 
Alphabet being such a large corporation faces many 
challenges such as inflation, labor costs, and increased 
regulation; due to their scale, they face these impacts on a 
much larger level. The company is impacted more during 
economic downturns. 

GDP 

 
(Figure 8) Source: U.S. Bureau of Economic Analysis 

Real GDP growth came in stronger than expected in Q2 and 
Q3 of 2024, following a slowdown in Q1.  While there are 
still concerns with the economy, the Federal Reserve is 
closing in on a soft-landing positioning GDP to remain 
stable or increase over the short-term future. The digital 
advertising industry's revenue is highly correlated with 
economic activity, as businesses largely base their 
budgeting off expected economic conditions. When 
economic activity increases so does ad spending, 
benefiting both Alphabet and the overall industry. 
Additionally, spending in cloud computing and software 
services is largely dependent on strong GDP growth. Strong 
economic growth also supports increased online retail 
activity which is a major contributor to Googles ad revenue 
stream. The major concern with increased GDP growth, 
especially within the technology field, is that wages can 
increase to a point where they outpace inflation growth, 
increasing labor costs. For Alphabet specifically, while 
future growth is uncertain, President Trumps proposed 
economic policies promote deregulation, tax cuts and the 
promise of lowering interest rates. With inflation and 
interest rates coming down and consumers spending 
expected to recover, Alphabet is well positioned to 
capitalize on any economic growth. The company's primary 
source of revenue stems from digital advertising, when 
GDP grows businesses tend to expand their advertising and 
marketing budgets. Higher GDP growth would also support 
consumer spending on Alphabet's subscriptions services 
like YouTube. Additionally, economic expansion 
encourages business to further invest in digital transition, 
cloud infrastructure, and Al investment, further supporting 
Alphabet's business model. The digital advertising, cloud 
computing, and media industries tend to experience 
significant gains during favorable economic periods but 
face challenges during periods of GDP stagnation and 
decline, with Alphabet's revenue being heavily tied to 
advertising budgets which fluctuate with GDP. 
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CPI  

 
(Figure 9) Source: Bloomberg Terminal (FCON) 

CPI data shows an overall decline over the past seven 
quarters as inflation has decreased. This has led to a 
recovery in consumer spending which could stimulate 
advertising and cloud spending. As inflation declines, 
consumer purchasing power begins to rise, which could 
stabilize ad rates and increase demand.  The 
communication and information technology sectors have 
experienced increased demand for digital tools and 
platforms as consumers are more willing to spend. While 
speculative, interest rates could continue to drop which 
would lead to a more growth focused economy, with 
Alphabet at the front of the AI revolution. Additionally, 
improving interest rates helps improve discounted cash 
flow valuations, making the company appear more 
attractive. This will have an industry-wide effect which 
could heighten competition in the market and lead to 
increased spending and technological developments.  
Alphabet benefits from lower inflation through reduced 
cost for goods and service necessary to operate. 
Additionally, as the cost to borrow money decreases, 
Alphabet who are already heavily invested in AI and data 
infrastructure can save money on interest. Many of the 
company’s product offerings are discretionary items, like 
tech services and e-commerce, both of which would see 
increased demand in lower interest rate markets. The 
steady reduction in inflation and interest rates favors 
Alphabet’s short-term and long-term growth objective, with 
increasing revenues, demand and reduced costs. 

 

 
(Figure 10) Source: Bloomberg Terminal (ECAN) 

The chart represents the change in U.S. consumer 
spending on a year-over-year basis from the past 3 years. 
The chart shows growth peaking at over 20% following the 
recovery from the Covid-19 Pandemic. Since Q4 of 2021, 
growth has slowed, with the latest quarter recording an 
increase of just 0.22%. With nearly no growth in consumer 
spending, advertising revenues from companies like 
Alphabet could face pressure. Companies tend to target 
more cost-effective methods of advertising which may 
favor Alphabet over their peers, with their advanced AI 
powered ad targeting. The slowdown in spending growth 
could reduce demand for subscription-based services like 
YouTube and Google Paly store purchases. Additionally, 
consumers could look to shift towards free platforms and 
services which would benefit Alphabet through their 
search, email and maps products. While the broader 
communications and information technology industry may 
be forced to cut spending on cloud infrastructure and AI 
advancements, Alphabet is fully committed to increasing 
their capital expenditures. This could present an 
opportunity to position its cloud services as a cost-saving 
solution for businesses looking to improve their margins. To 
remain competitive, companies within the Communication 
and IT sectors must invest heavily in research and 
development with the goal of being able to generate diverse 
revenues steams in economic downturns. The recent 
stagnation in U.S. consumer spending presents challenges 
for the industry and for Alphabet with their ad-driven 
revenue mode. However, with inflation coming down and 
consumer confidence ticking up last Quarter, the outlook is 
positive.  

 

 

 

 

 



 

Important Disclosure appears on the last page of this report 

8 
 

BIFCIUS Index Performance   

  
(Figure 11) Source: Bloomberg Terminal (BFCIUS GP) 

The chart above shows the recent economic recovery post 
Covid-19, peaking in Q1 2024 before slightly dropping and 
now recovering in the latest quarter. The upward trend in 
the index from 2022 to 2023 indicates a continuously 
improving economy, which is correlated to the broader 
market performance over the past couple years. Over the 
past year, the market has stabilized, causing some concern 
about a slowdown. If conditions remain stable, companies 
may look to cut back on spending to improve margins. As 
the economy has recovered, many of Alphabets main 
competitors in the information technology sector have 
experienced exceptional growth. Now with the plateaued 
growth across the market, increased coemption within the 
sector is expected. Additionally, increased spending on 
infrastructure and software has been prevalent over the 
past couple years, correlated to the improved economic 
outlook. Throughout the current fiscal year, Alphabet and 
its competitors have focused on expanding into emerging 
markets and improving existing products with the 
implementation of AI solutions. Overall, the outlook of the 
BFCIUS Index is one of mixed opinions, while there is a 
strong recovery post covid, the economy has slowed down 
into a stagnant state. However, with consumer confidence 
slightly ticking up and inflation coming down, a favorable 
macroeconomic run could likely be ahead.  

 

Porters 5 Forces: 

Threat of New Entrants: Moderate to Low 

The Communications and Information Technology sector 
require a high barrier of entry, due to the capital-intensive 
infrastructure, brand recognition, research and 
development and now more than ever the talent required. 
As AI has transformed both sectors, the need to invest in it 
and attract talented researchers to utilize the technology 
has significantly grown. There is the risk of innovative 

startups such as Open AI taking Alphabets market share in 
the search engine space. However, the company can 
leverage its size and diverse revenue streams to maintain 
its industry leading position. Alphabet’s position in the 
search engine space through Google and content creation 
space through YouTube have created a moat around them. 
The company's continuous investment and innovations in 
AI have strengthened this competitive moat. With products 
like Android, Chrome, and Gemini Alphabet are well-
positioned to stay atop the search engine industry with 
growing users, brand recognition and loyalty. 

  

Bargaining Power of Suppliers: Low  

Larger companies like Alphabet have leverage over 
suppliers due to the bulk number of supplies and 
equipment needed to operate and grow. Alphabet is also 
able to develop its own software, hardware, and much of 
the AI innovations they use. Although talent in the industry 
is critical and hiring is competitive, Alphabets brand name 
and ability to offer attractive compensation mitigate this 
concern. Alphabet also operates its own data centers, 
reducing any supplier reliance and has had success in 
implementing automotive cost saving measures.    

  

Bargaining Power of Buyers: Low to Moderate   

The advertising industry is ever evolving and highly 
competitive, leading to advertisers demanding a high return 
on their investment. Due to the nature of Googles free and 
high-quality search engine, companies are forced to use it 
to attract business. While there are low switching costs for 
search engine advertising, Google’s strong hold on the 
industry tends to leave users with little alternatives.  While 
consumers of ads are not direct buyers, their preferences 
tend to shape the company's product offerings. 
Regardless, the company's unique product offerings 
(Google Search & YouTube) don't offer customers much of 
an alternative offering, reflected in the company's 
outstanding user retention.   

  

Threat of Substitute Products: Moderate to High  

While the search engine advertising space holds the most 
market share with approximately 40% of the internet 
advertising market, there is the threat of social media 
platforms like TikTok, and streaming services like Amazon 
who could divert advertising budgets away from the 
company. Additionally, the increasing threat of AI chatbots 
taking market share away from traditional search engines 
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like Google is concerning. Googles AI-driven personal voice 
assistant is also under pressure, as alternative models 
exist that are better (Alexa, Sirri). Much like their AI chatbot 
(Bard, now Gemini) which lags Meta’s AI bot, XI’s Gronk 
model and Open Ai’s Chat GPT-4o. Google does have an 
integrated system offering essential tools through Google 
Drive, which makes it difficult for many users to fully 
transition to alternative product offerings.    

 

Intensity of Rivalry: High  

Alphabet is among the most well-known and profitable 
companies in the world, which makes it the target and 
benchmark for all its competition. The main competitors for 
the company being Meta, Microsoft, Amazon, and Apple, 
coexist across many ecosystems and product offerings. 
The company is currently in an “arms race” with AI and 
cloud computing with its peers and has been among the 
first and most willing to invest in new technology.  Google 
still dominates the traditional search engine space. 
Alphabet ‘s need for constant research and development in 
AI, cloud and advertising paired with increased streaming 
competition from Netflix and Tok-tok highlight the high 
threat of industry rivalry.   

 

Financial Analyses 
Margins and Ratios 

Amongst its peers, Alphabet generally outperforms most of 
the sector, with the exception of Meta, who provides 
constant close competition. In the below graph, GOOG is 
held up against META and NFLX, both of whom operate in 
similar subsectors, and share similar market caps, as well 
as NXST, a current fund holding. In terms of ROE, all four 
companies stay within a relatively similar range each year, 
with Nexstar seeing some dramatic fluctuation.  

 

 
(Figure 12) Source: Bloomberg Terminal (FA) 

Dominance is proven once ROA and ROIC are brought into 
the picture. Nexstar quickly fades into disappointing 
numbers, and Netflix, while still in an objectively healthy 
range, subsides to the stellar performance of its peers. 
Google faces stiff competition from Meta, by whom it is 
frequently one-upped. In many situations, Alphabet and 

Meta seem to be interchangeably strong investment 
prospects – both show signs of great financial health and 
continued returns growth. This aspect of their competition 
is clearly reflected in these key financial metrics.  

P/E Focus 

Alphabet has an enticingly low P/E, of only 22.47. While, in 
some sectors, a P/E of this value would be considered high 
enough to note an overvaluation, in the media sub-sector, 
P/E’s follow suit of technology companies, sitting in a far 
higher range than usual. A higher P/E can also be common 
amongst mega-cap stocks. This is generally just a mere 
reflection of investor sentiment, meaning that, investors 
are investing for the long term, expecting that, what might 
be lower earnings today, will end up growing to create 
impressive returns in the future. For the sake of 
comparison, Meta has a P/E at 26.67, Netflix at 49.01, and 
Amazon at 43.14.   

Industry-Specific Metrics 

Beyond ratios, industry-specific metrics are a unique way 
of gauging performance relative to peers. Information like 
this, often found in a 10-K or 10-Q, will offer an 
understanding of how certain aspects of revenue work, and 
where they come from.  In comparing GOOG and META, 
these sorts of statistics can be found by looking at “clicks” 
and “impressions”, and the cost of each click or 
impression.  For the nine months ended in Q3 of 2024, 
Google saw a 5% increase in “Paid Clicks”, but 
simultaneously, an 8% increase in cost-per-click.  In the 
past 3 months, they saw a slightly lower 4% increase in paid 
clicks, and an 8% increase in costs-per-click. They also saw 
a 15% decline in impressions, coupled with a 14% increase 
in costs per impression. Interestingly, in the past 3 months, 
they’ve seen 14% declines in impressions alongside a 15% 
increase in costs-per-click. These statistics, combined, 
could imply a majorly fixed-cost setup, explaining why 
costs “per impression” would appear to increase as the 
amount of impressions decreases. By comparison, Meta 
offers statistics about the ad impressions, and their 
average price per ad – ad impressions are up 7% in the past 
year, and the price per ad is up 11%. While these statistics 
cover slightly different time ranges, they demonstrate 
relatively similar performance and usership increases. 
However, this can also show a difference in how these sorts 
of costs are evaluated – while Google’s cost increases 
seemed to be reflective of declined impressions, Meta’s 
seemed to be a genuine increase in costs, seeing as their 
impressions still increased, so fixed costs would be even 
further dispersed. This might be similar to how costs affect 
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Google’s Paid Clicks, since those also saw increases 
matched with increased costs.  

Another key metric to keep an eye out for in the 
Communications sector is Altman Z-Score. This metric is 
calculated to give a rating of a company’s likeliness of 
bankruptcy. Generally, a score of 3 or higher indicates 
financial stability and safety – the communications sector 
is overrun with a plethora of unsafe investments by this 
standard. By filtering out companies in this unsafe range, 
an upper echelon of companies is revealed which, 
unsurprisingly, tend to outperform the index as a whole. On 
this standard, Google is given a score of 13.1, indicating its 
state as being extremely unlikely of going bankrupt, to 
nobody’s surprise.  

 

Financial Forecasts 
Income Statement 

 
(Figure 13) Source: Alphabet 2024 10-K 

The Pro-Forma Income Statement was created based on 5-
year geometric growth rate averages of the various 
boldened fields comprising the income statement. 
Alphabet proves to be growing at a strong and consistent 
rate, resulting in a projecting 17.39% increase in revenues. 
Beyond this, Net Income managed to grow by 21.07%. 
Since these numbers come from the averages of FY 2019-
FY 2023, this draws the conclusion that, since Net Income 
has grown at a higher rate than revenue, costs must be 
decreasing over time.   

Balance Sheet 

 
(Figure 14) Source: Alphabet 2024 10-K 

Based on the prior income statement, the pro-forma 
balance sheet is built out on the assumption that total 

liabilities and shareholder’s equity will increase by the 
value of the projected FY 2024 Net Income, Sales, Share 
Buybacks and Dividends. Seeing as Google doesn’t pay 
dividends, but has just announced a new share buyback 
plan, this value came out to be $86,695.79. Given this 
increase, the new balancing value comes out to 
$491,087.79. From here, the ratio of fixed versus current 
assets remains the same. Current and long-term liabilities 
are assumed to be unchanging.  

 

Valuations  
Earnings Per Share Model  

   
(Figure 15) EPS Valuation  

Source: Bloomberg Terminal & Alphabet 2024 10-K 

Google’s Buy recommendation is backed up by the positive 
results of an Earning Per Share valuation model. Looking at 
5- and 10-year revenue and EPS CAGR’s, as well as high and 
low PE average calculations, the model is ultimately based 
on a Low PE of 16, and a High PE of 29, alongside an EPS 
growth rate of 16.5%. These values produce a low price of 
$93.44, and a high price of $365.45. Given the current 
share price (As of November 22nd, 2024) of $166.57, these 
valuations offer upside potential of 118.19%, and downside 
loss risk of 43.9%. Given these potential scenarios, the 
weight of the upside potential far outweighs the risk of loss, 
making GOOG a Strong Buy at $365.45.   
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Free Cash Flow Model  

 

 
(Figure 16) Free Cash Flow Model  

Source: Bloomberg Terminal & Alphabet 2024 10-K 
The free cash flow model offers another resounding buy for 
Google. In this example, Google’s present value is 
evaluated by the means of a $68,735 year-one cash flow, 
and a 16.5% growth rate over the next ten years. The model 
also takes into consideration a long-term growth rate of 2%. 
Given this data, a total present value of all future cash flows 
is generated, landing at $4,413,119. This value, given the 
shares outstanding of 12,460, results in a Present Value of 
$354.18 per share. This value offers an upside return of 
112.63%.  

 

Valuation Method Weighting   

For the final target price of Google, the Earnings per Share 
model results were equally weighted alongside the Free 
Cash Flow model results. On occasion, different models 
will be given different weights depending on the company 
and the relevance of the data involved in the models – for 
example, a company that’s known for offering consistent 
dividends that are genuine reflections of their performance 
might be valued with more weight put on the results of a 
dividend discount model. (This model was not used for 
GOOG, seeing as they don’t pay a dividend.) Both 
valuations of Alphabet resulted in similar prices, 
highlighting the accuracy of each model, and suggesting 
that they are equally relevant. Based on this equal 
weighting, a final target price of $358.81 is produced. This 
projected price would offer a return of 115.41%, making it 
a strong buy.  

 

 

 

 

 

Investment Rationale   
Risk  

 
(Figure 17): Risk Ratings 

The communications and information technology sectors 
are highly competitive, with major players like Meta, 
Amazon, Microsoft, and Apple constantly fighting for 
market share across various products and service 
offerings. Additionally, within the advertising and cloud 
service spaces, price wars are common, and startups can 
disturb niche markets. Innovative technologies like AI can 
also be very disruptive to the industry, as for Alphabet they 
are on the cutting-edge of this movement. Companies 
within these sectors carry the risk of cybersecurity attacks 
and data breaches, which can result in reputational 
damage, lawsuits, and loss of users. Another industry-wide 
concern, especially with Alphabet, is that a large portion of 
revenue comes from advertising, which is cyclical and 
sensitive to economic downturns. For Alphabet especially, 
the company is facing an ongoing antitrust lawsuit in the 
U.S., European Union, and India to break up the company's 
core business. Additionally, the company faces scrutiny 
over their data collection, raising concerns and increasing 
the company's exposure to further data regulation. The 
company also invests heavily in new innovative technology, 
which has raised questions over the ROI as several projects 
such as Waymo, DeepMind, and Google Fiber have 
remained unprofitable. Alphabet operates in a highly 
completive industry that requires large amounts of 
spending on R&D. The company's industry lead in search, 
advertising, and growing cloud computing provides a 
significant competitive advantage; although they face 
substantial risk from regulation, competition, and privacy 
concerns.   

 

Contrarian Approach  

While are concerns about regulatory pressures leading to 
the breakup of Alphabets core business, a contrarian 
approach suggests that this could unlock significant 
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shareholder value. Alphabet operates as a holding 
company with diverse business offerings such as Google 
Search, YouTube, Google Cloud, Waymo, etc. A breakup of 
Alphabets businesses would allow each to operate 
independently, allowing for a more defined business focus, 
asset allocation, and clearer financial reporting. An 
example of a spin-off having success is eBay’s PayPal 
which allowed both companies to focus on their core 
business which enabled growth. The potential breakup 
could also allow for faster innovation and more improved 
decision making as in the past companies like Hewlett-
Packard split their business and were able to achieve 
higher growth in one business and steady cash flows in the 
other. Additionally, the large nature of Alphabet poses the 
chance for their induvial operations to simply be 
undervalued.  Some of their high growth segments like AI 
and Cloud offering could have unappreciated value due to 
them being part of the larger holding company. Another 
benefit of the split up is that existing investors would now 
be able to allocate their share of stock into the business’ 
they want to oppose to the entirety of Alphabet holdings. 
Regardless of what happens, Alphabet’s core business is 
likely to remain highly profitable whether they stand alone 
or fall under the umbrella of their holding company. As 
market sentiment in the company comes down due to the 
antitrust concerns, Alphabet (GOOG) falls into the category 
of UNDERVALUED and STRONG BUY.  

 

Optimism  

 
(Figure 18) Growth Ratings 

The global transition to digital infrastructure and cloud 
computing has allowed Alphabet to grow exponentially. 
While the company enters a mature phase of growth, there 
is reason to believe another wave of growth may be ahead.  
Businesses around the world are adapting to cloud 
computing, AI implementation, and new advanced 
technologies to improve efficiency and meet consumer 

demands. For Alphabet, have positioned themselves to 
grow with this shift and are on the forefront of the AI boom.  
The company also benefits largely from the increasing shift 
to internet advertising, specifically search advertising, as 
the industry leader. Another untapped market for Alphabet 
is the emerging market where Alphabet is still slowing 
reaching, this is expected to provide a small but steady 
increase in revenue growth. The company's P/E of 21.95 
offers an attractively low share price per share, suggesting 
the company may be undervalued by the market. While the 
company doesn’t have much room to increase market 
share, there revenues have continuously increased over 
the past decade. Alphabets main offers, Google Search and 
YouTube remain the industry leaders, with no expected 
immediate downfall, the company is well positioned to 
continue to grow its revenues by implementing new 
innovative technology like AI to these existing product 
offerings.  Based on a final target price of $358.81, GOOG’s 
projected price would offer a return of 115.41%, making it 
a strong buy.  
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Important Disclaimer 

All information contained in this document is the opinion of, and the result of analysis by, one or more 
Marist College students seeking academic credit. It is not intended and should not be construed as 
offering investment advice. The analysis is not the work of professionals, is not a recommendation of 
any particular security, strategy or investment product, and should in no way be used to make financial 
decisions or investments. The opinions of the author(s) are subject to change without notice. 
Information contained herein has been obtained from sources believed to be reliable, but is not 
guaranteed to be accurate or complete. 
This document has been prepared for The Greystone Fund’s internal educational purposes. Please 
consult your financial and tax advisors before engaging in any transactions. MARIST COLLEGE, 
MARIST COLLEGE SCHOOL OF MANAGEMENT, AND MARIST COLLEGE’S TRUSTEES, 
FACULTY, STAFF, AND STUDENTS MAKE NO REPRESENTATIONS OR WARRANTIES, 
EXPRESS OR IMPLIED, ABOUT THE ACCURACY OR SUITABILITY FOR ANY USE OF THIS 
REPORT, AND EXPRESSLY DISCLAIM RESPONSIBILITY FOR ANY LOSS OR DAMAGE, DIRECT 
OR INDIRECT, CAUSED BY USE OF OR RELIANCE ON THIS REPORT, OR FURTHER 
COMMUNICATION PROVIDED IN RELATION TO THIS DOCUMENT. 


