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Analyst Report: Alphabet Inc. (GOOGL)

Alphabet Inc. faces a critical juncture, with its Al leadership and cloud computing growth challenged by mounting
regulatory scrutiny and antitrust risks.

SUMMARY DATA (ANNUAL) OUTLOOK

52-Week High $191.75 Alphabet Inc. is expected to continue its
growth trajectory in the next two quarters,
52-Week Low $120.21 driven by its core advertising business, the
Shares 12,516 expansion of Google Cloud, and the ongoing
integration of Al into its products and services.
EPS >.84 However, the company's performance will be
Dividend 0 closely watched for the impact of ongoing
antitrust lawsuits, the evolving regulatory
Revenue 307,394 landscape, and its ability to manage rising Al
Cost of Revenue 133,332 expenses. The company's success in
- navigating these challenges will be crucial to
Gross Profit 174,062 maintaining its positive outlook and achieving

EBIT 86,025 its long-term growth objectives.

Alphabet Inc. (GOOGL) - Annual Data (millions)

—8— Revenue 307394

—8— Cost of Revenue
—&— Gross Profit

300000

250000 -

200000 -

174062

161857

156633

146698

USD (millions)

150000 1

133332
126203

100000 -

66001

50000 40310

>
%,
90’9
<0
2, .
>
%@

vea |
oeo |
)



V)
2 7~ Trading Advisor September 07, 2024
{ 21 8 Al Alphabet Inc. (GOOGL)

1. ANALYSIS OF LATEST 10K FILING

Alphabet Inc., the parent company of Google, filed its 10K report for the fiscal year ended December 31, 2023. The
report provides an in-depth look at the company's financial performance, business operations, risk factors, and
future outlook. Alphabet's unconventional spirit, as emphasized by its founders Larry Page and Sergey Brin,
continues to drive its innovation. The company's evolution from a search engine to an Al-first company, led by CEO
Sundar Pichai, is evident in its focus on integrating Al into all its products and services. The report highlights the
company's commitment to sustainability, aiming to achieve net-zero emissions and run on 24/7 carbon-free energy
by 2030. / Alphabet's financial performance in 2023 demonstrated robust growth. Revenues reached $307.4 billion,
a 9% increase year-over-year, driven by Google Services and Google Cloud. The report acknowledges the
company's dependence on online advertising, which constituted over 75% of its total revenues. The shift to online
and diverse devices continues to shape the company's strategy, with investments focused on delivering seamless
experiences across platforms. Google Cloud demonstrated strong performance, exceeding $10 billion in quarterly
revenue and achieving profitability for the first time. / The report identifies a number of risk factors that could
potentially impact Alphabet's future performance. Reduced advertiser spending, intense competition, and
challenges in intellectual property protection are highlighted as key concerns. Data privacy and security issues,
problematic content on platforms, and evolving global regulations are also acknowledged as potential risks. Despite
these challenges, Alphabet remains optimistic about its future prospects, highlighting its ongoing commitment to
innovation, Al integration, and sustainability efforts. The company expects to increase its investments in technical
infrastructure, particularly in support of Al, to maintain its leadership position in the evolving technological
landscape.
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2. Financial Analysis

Alphabet Inc.'s financial data reveals a story of consistent revenue growth, expanding operating margins, and robust
cash flow generation. Over the past decade, the company has witnessed a significant increase in its revenue, driven
primarily by its advertising business. However, recent years have seen a notable contribution from Google Cloud,
which crossed the $10 billion quarterly revenue mark and turned profitable in 2023. This diversification away from
advertising is a key trend observed in Alphabet's financials. / The company's operating income has also seen
healthy growth, driven by both revenue expansion and improved operational efficiency. The operating margin has
expanded in recent years, indicating Alphabet's ability to control costs while scaling its operations. This margin
expansion is particularly noteworthy considering the company's heavy investments in research and development,
especially in artificial intelligence. The company's commitment to Al is evident in its growing R&D expenses, which
have consistently increased as a percentage of revenue. / Alphabet's cash flow statement demonstrates the
company's robust cash generating abilities. Net cash flow from operations has grown consistently over the years,
driven by the strength of its core businesses. This strong cash flow generation has allowed Alphabet to fund its
significant investments in capital expenditure, primarily in technical infrastructure to support its growing cloud
business and Al initiatives. The company also returned capital to shareholders through a substantial share
repurchase program, amounting to $62.2 billion in 2023. Alphabet's balance sheet remains strong, with a large cash
and marketable securities balance, providing the company with significant financial flexibility to pursue growth
opportunities and weather economic uncertainties.
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Alphabet Inc. (GOOGL) - Quarterly Data (millions)
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SEC EDGAR (GOOGL), LAST 10 YEARS

2023 2022 2021 2020 2019 2018 2017 2016 2015 2014
Total Assets 402,392 | 365,264 | 359,268 | 319,616 | 275,909 | 232,792 197,295 167,497 147,461 129,187
Total Debt 25,713 27,202 26,206 25,078 14,768 4,012 3,969 3,935 5,220 5,237
Shares 12,516 12,943 |13,275.28 |13,528.53 [13,793.75 [13,909.32 [13,896.04 |(13,784.77 (13,754.50 [13,518.70
EPS 5.84 4.59 5.69 2.96 2.48 2.21 0.91 1.42 1.16 1.05
Dividend 0 0 0 0 0 0 0 0 0 0
Revenue 307,394 | 282,836 | 257,637 182,527 161,857 136,819 110,855 90,272 74,989 66,001
Cost of Revenue 133,332 126,203 110,939 84,732 71,896 59,549 45,583 35,138 28,164 25,691
Gross Profit 174,062 156,633 146,698 97,795 89,961 77,270 65,272 55,134 46,825 40,310
EBIT 86,025 71,685 91,080 48,217 39,725 35,027 27,302 24,274 19,755 17,876

(* millions, except EPS and dividend)



{’ ’./ Trading Advisor September 07, 2024
21 Al Alphabet Inc. (GOOGL)

SEC EDGAR (GOOGL), LAST 10 QUARTERS

2024 Q2 | 2024 Q1 | 2023 Q4 | 2023 Q3 | 2023 Q2 | 2023 Q1 | 2022 Q4 | 2022 Q3 | 2022 Q2 | 2022 Q1
Total Assets 414,770 | 407,350 | 402,392 | 396,711 | 383,044 | 369,491 | 365,264 | 358255 | 355,185 | 357,096
Total Debt 24946 | 25185 | 25713 | 26,331 | 26451 | 26496 | 27202 | 26637 | 26431 | 26,154
Shares 12,358 | 12433 | 12,516 | 12,609 | 12,697 | 12,807 | 12,943 | 13,044 [13,170.00 |13,219.43
EPS 1.91 1.91 1.65 1.56 1.45 1.18 1.06 1.07 1.22 1.24
Dividend 0.20 0 0 0 0 0 0 0 0 0
Revenue 84,742 | 80539 | 86310 | 76,693 | 74604 | 69,787 | 76,048 | 69,092 | 69685 [ 68011
Cost of Revenue 35507 | 33712 | 37575 | 33229 | 31916 | 30612 | 35342 | 31,158 | 30,104 [ 29,599
Gross Profit 49235 | 46,827 | 48735 | 43464 | 42688 | 39175 | 40,706 | 37,934 | 39581 [ 38412
EBIT 27618 | 28409 | 24481 | 21,313 | 21946 | 18285 | 17237 | 16,334 | 19,097 [ 19,017

(* millions, except EPS and dividend)

3. Stock Technical Analysis

GOOGL - Weekly High/Low Prices (Last 52 Weeks)
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Over the past 52 weeks, Alphabet Inc.'s (GOOGL) stock price has exhibited a general upward trend, punctuated by
periods of volatility influenced by earnings releases, macroeconomic factors, and broader market sentiment. The
stock started the period around $135, and after experiencing a dip in October 2023, it embarked on a steady climb
reaching a peak near $186 in late June 2024. This upward trajectory reflects investors' optimism regarding
Alphabet's growth prospects, particularly in its cloud computing and Al segments. / However, the stock faced a
notable pullback in July 2024, dropping below $150, driven by several factors. The broader market sell-off, concerns
about mounting Al expenses, and uncertainties surrounding the impact of potential antitrust actions contributed to
this decline. Despite this pullback, the stock remains significantly above its 52-week low, indicating that investors
continue to value Alphabet's long-term potential. / Technically, the stock is currently trading below its 50-day moving
average, suggesting a bearish short-term outlook. However, it remains above its 200-day moving average,
indicating a bullish long-term trend. The relative strength index (RSI) currently sits around 40, suggesting that the
stock is approaching oversold territory, which could potentially attract value buyers. The MACD indicator is showing
a bearish crossover, confirming the short-term bearish momentum. However, a bullish divergence is forming
between the price and the RSI, which could signal a potential reversal in the near future.
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4. Current Media Coverage & Stories

Alphabet Inc., and its subsidiary Google, have dominated recent headlines primarily due to three intertwining
themes: antitrust scrutiny, Al advancements, and its foray into new markets. The company's dominance in search
and advertising technology has attracted significant regulatory attention, with lawsuits from the DOJ and
investigations by the EC, CMA, and ACCC. These probes focus on Google's alleged anti-competitive practices,
including preferential treatment of its own services and potential abuse of market power. The outcome of these
investigations could have significant implications for Google's business model and its future operations. / The
company's aggressive push into the Al arena has also generated considerable media buzz. The launch of its
multimodal Al model, Gemini, and its integration into various products like Google Search, Workspace, and Cloud,
has positioned Google as a major player in the Al race. The media has closely followed Google's Al developments,
comparing them to rival offerings from companies like OpenAl and highlighting both the potential benefits and
ethical concerns surrounding Al technologies. / Google's expansion into new markets, particularly in cybersecurity
with its attempted acquisition of Wiz for $23 billion, has also been a major news item. This proposed deal, Google's
largest ever acquisition attempt, ultimately fell through, with Wiz opting to pursue an IPO. The media has analyzed
the implications of this failed acquisition for Google's cloud security ambitions and its appetite for strategic
acquisitions in the face of regulatory scrutiny.

5. Financial vs. Stock vs. Media Coverage Situations

The media narrative surrounding Alphabet Inc. presents a mixed picture, reflecting both the company's ongoing
success and the significant challenges it faces. On one hand, the media has lauded Alphabet's impressive financial
performance, its dominance in core markets like search and advertising, and its ambitious Al advancements. The
company's continued revenue growth, expanding margins, and robust cash flow generation are viewed as
testaments to its strong business model and ability to adapt to the evolving digital landscape. Google's Al
breakthroughs, particularly with Gemini, have been recognized as significant milestones in the Al race, positioning
the company as a formidable competitor to other Al giants. / On the other hand, the media has also highlighted the
increasing regulatory pressure on Alphabet. The numerous antitrust lawsuits and investigations targeting Google's
business practices raise concerns about potential penalties, forced divestitures, and operational restrictions that
could significantly impact the company's future. The media has questioned whether Google's dominance in key
markets is sustainable in the face of mounting antitrust scrutiny and whether its aggressive acquisitions, such as the
attempted purchase of Wiz, will face regulatory hurdles. / The stock price evolution of Alphabet in the past year
mirrors this duality. The stock's impressive climb in the first half of 2024, driven by earnings beats and Al
excitement, was followed by a sharp pullback in July, fueled by broader market weakness and concerns about rising
Al expenses and potential antitrust actions. This volatility reflects the market's uncertainty regarding Alphabet's
ability to navigate the complex regulatory landscape and maintain its growth trajectory while investing heavily in Al.
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6. Industry Analysis

The tech industry is in a constant state of flux, characterized by rapid innovation, fierce competition, and increasing
regulatory scrutiny. For Alphabet Inc., the landscape is no different. The company faces intense rivalry in its core
markets of search, advertising, and cloud computing from established players like Microsoft, Amazon, and Meta.
The emergence of new Al-focused companies like OpenAl adds another layer of competition. Each of these
competitors is vying for market share, investing heavily in R&D, and aggressively pursuing acquisitions to
strengthen their position. / Regulatory pressure is another significant factor shaping the tech industry. Concerns
over data privacy, antitrust violations, and the societal impact of Al have led to a wave of new regulations and
investigations targeting tech giants. The EU's Digital Markets Act, the US DOJ's antitrust lawsuits, and ongoing
probes by various competition authorities worldwide exemplify this trend. The outcome of these regulatory actions
could significantly alter the competitive dynamics of the industry, potentially forcing tech companies to restructure
their operations and modify their business models. / In the advertising market, the phasing out of third-party cookies
and the growing emphasis on user privacy are creating significant challenges. Google, with its dominant position in
advertising technology, is navigating these changes by developing privacy-preserving alternatives and refining its
targeting mechanisms. The rise of alternative advertising platforms and the increasing demand for transparency and
user control are forcing Google to innovate and adapt its advertising business. / In the cloud computing market, the
rapid adoption of cloud services and the growing demand for Al infrastructure are driving intense competition.
Google Cloud is vying for market share against Amazon Web Services (AWS) and Microsoft Azure, two established
leaders in the cloud space. Google's focus on Al-optimized infrastructure, its Vertex Al platform, and Duet Al for
Google Cloud are key differentiators in this competitive landscape. / The industry's future hinges on its ability to
balance innovation with responsibility. The ethical implications of Al, the need for robust cybersecurity measures,
and the growing importance of sustainability are critical considerations for all players in the tech industry, including
Alphabet. The companies that successfully address these concerns, while continuing to deliver innovative and
valuable products and services, are likely to thrive in this dynamic and rapidly evolving industry.

7. Drivers & Challenges

Alphabet Inc. currently faces several key drivers and challenges that will shape its future trajectory. The rapid
advancements in artificial intelligence present both a significant opportunity and a challenge for the company.
Google's Al expertise, evident in its groundbreaking models like Gemini and its integration of Al into core products,
positions it well to capitalize on the growing demand for Al-powered solutions. However, the company must
navigate the ethical implications of Al, address concerns about potential bias and misuse, and manage the
significant costs associated with developing and deploying advanced Al technologies. / The regulatory landscape is
another major driver. The ongoing antitrust scrutiny of Google's business practices poses a significant challenge.
The potential for fines, operational restrictions, and forced divestitures could significantly impact the company's
future. Alphabet must effectively defend its position in these legal battles, adapt its business practices to comply
with evolving regulations, and demonstrate a commitment to fair competition. / The increasing demand for cloud
computing services, particularly for Al infrastructure, is a major growth driver for Google Cloud. The company must
continue to invest in expanding its cloud capabilities, offer competitive pricing and service models, and attract large
enterprise customers to compete effectively against established cloud providers like AWS and Azure. / User privacy
and data security are paramount concerns. As regulations and user expectations evolve, Alphabet must prioritize
data protection, ensure transparency in its data practices, and develop privacy-preserving solutions. Failing to
address these concerns could lead to reputational damage and erode user trust. / The company's massive scale
and dominant market position create challenges in maintaining agility and fostering innovation. Alphabet must
cultivate a culture that encourages experimentation, empowers smaller teams to pursue new ideas, and effectively
integrates acquisitions to stay ahead of the curve in this rapidly changing tech landscape.
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8. Bull Case

In a bullish scenario, Alphabet Inc. leverages its strengths in Al, cloud computing, and its core advertising business
to achieve continued growth and maintain its dominant market position. The company's Al expertise, fueled by its
investments in R&D and the development of advanced models like Gemini, allows it to deliver innovative
Al-powered solutions across its product portfolio. This Al integration enhances the user experience, attracts new
customers, and creates new revenue streams. Google Cloud capitalizes on the growing demand for cloud services,
particularly for Al infrastructure, and gains market share through competitive offerings and strategic partnerships. /
Regulatory challenges are successfully navigated, with Google adapting its business practices to comply with
evolving regulations and demonstrating a commitment to fair competition. Antitrust concerns are addressed through
operational adjustments and proactive engagement with regulatory authorities, minimizing the risk of significant
penalties or forced divestitures. / The advertising business continues to generate robust revenue, adapting to the
changing privacy landscape by developing privacy-preserving advertising solutions and prioritizing user control. The
company's vast user base, deep understanding of user behavior, and advanced advertising technologies allow it to
maintain its leading position in the advertising market. / Alphabet's strong financial position, with its robust cash flow
generation and large cash reserves, provides the company with the resources to invest strategically, pursue
acquisitions, and weather economic uncertainties. The company's commitment to sustainability, its efforts to reduce
its environmental impact, and its focus on social responsibility enhance its brand image and attract investors and
customers who value ethical business practices. / In this optimistic scenario, Alphabet's stock price continues to
appreciate, reflecting its strong financial performance, its leadership in Al and cloud computing, and its ability to
navigate the complexities of the tech industry. The company's innovative spirit, its commitment to solving big
problems, and its focus on creating value for users, customers, and shareholders drive its long-term success.

9. Bear Case

In a bearish scenario, Alphabet Inc. faces significant headwinds that hinder its growth prospects and erode its
market dominance. The company's heavy investments in Al fail to deliver substantial returns, with Al-powered
solutions not gaining widespread adoption or facing ethical and technical challenges. The significant costs
associated with Al development and deployment weigh on profitability, and competition from rival Al companies
intensifies, eroding Google's leadership position. / Regulatory pressures intensify, leading to substantial fines,
operational restrictions, and forced divestitures that significantly impact Google's core businesses. Antitrust lawsuits
result in adverse rulings, requiring Google to restructure its operations, limit its market power, and potentially spin off
key segments like Android or its advertising technology business. / The advertising business faces declining
revenues as the phasing out of third-party cookies and increasing user privacy concerns limit Google's ability to
target ads effectively. The rise of alternative advertising platforms and the growing demand for transparency and
user control further erode Google's advertising dominance. / Google Cloud struggles to gain traction against
established cloud providers like AWS and Azure, failing to attract large enterprise customers and facing challenges
in delivering competitive pricing and service models. The cloud computing market becomes increasingly
commoditized, putting pressure on margins and limiting Google Cloud's profitability. / User privacy and data security
issues continue to plague the company, leading to reputational damage, erosion of user trust, and costly legal
battles. Data breaches, misuse of user information, and concerns about the ethical implications of Google's data
practices undermine the company's brand image and deter customers and investors. / In this pessimistic scenario,
Alphabet's stock price stagnates or declines, reflecting its diminished growth prospects, the negative impact of
regulatory actions, and the company's inability to effectively address the challenges facing the tech industry. The
company's once-unassailable position as a tech leader is weakened, and its future is clouded by uncertainty.
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10. Forward Valuation

Estimating Alphabet Inc.'s forward valuation requires a multifaceted approach, employing various valuation methods
to capture the company's complex structure and diverse business segments. The following analysis provides a
range of valuations, reflecting both bullish and bearish scenarios, using discounted cash flow (DCF), relative
valuation, sum-of-the-parts (SOTP), and option pricing models. / Discounted Cash Flow (DCF): A DCF analysis
projects Alphabet's future free cash flows and discounts them back to their present value to estimate the company's
intrinsic value. / Bullish Scenario ($180 - $200): Assumes continued revenue growth, driven by Al and cloud
computing, expanding margins, and a favorable regulatory outcome. / Bearish Scenario ($120 - $140): Projects
slower revenue growth, margin pressure due to rising Al expenses, and substantial penalties from antitrust actions. /
Relative Valuation: This method compares Alphabet's valuation multiples, such as price-to-earnings (P/E) and
price-to-sales (P/S) ratios, to those of its peers to assess its relative attractiveness. / Bullish Scenario ($170 - $190):
Implies that Alphabet deserves a premium valuation compared to its peers, given its strong market position, growth
prospects, and Al leadership. / Bearish Scenario ($130 - $150): Suggests that Alphabet's valuation should be
discounted due to regulatory risks, mounting Al expenses, and potential competitive pressures. / Sum-of-the-Parts
(SOTP): This approach values Alphabet's individual business segments separately and adds them up to estimate
the company's total value. / Bullish Scenario ($190 - $210): Assumes high growth and profitability for Google Cloud,
significant contributions from Other Bets, and continued strength in core businesses. / Bearish Scenario ($110 -
$130): Factors in slower growth and lower profitability for Google Cloud, limited contributions from Other Bets, and
potential declines in core businesses due to regulatory actions. / Option Pricing Models: These models can be used
to value Alphabet's growth options, such as its investments in Al and autonomous driving. / Bullish Scenario ($200 -
$220): Assigns a high value to Alphabet's growth options, reflecting the potential for significant future revenue
streams from these investments. / Bearish Scenario ($100 - $120): Discounts the value of Alphabet's growth options
due to uncertainties surrounding their commercial viability, competitive pressures, and potential regulatory hurdles. /
The forward valuation process involves considerable judgment and relies on assumptions about future growth,
profitability, and risk factors. The wide range of valuations reflects the inherent uncertainties in forecasting
Alphabet's future performance, particularly in the face of a rapidly evolving technological landscape and a complex
regulatory environment.

11. Executive Summary

Alphabet Inc., led by CEO Sundar Pichai, continues to demonstrate its commitment to innovation and its ability to
adapt to the evolving digital landscape. The company's strong financial performance in 2023, with a 9%
year-over-year revenue growth reaching $307.4 billion, is a testament to its dominant position in search, advertising,
and cloud computing. / Alphabet's strategic focus on integrating artificial intelligence across its product portfolio is a
key driver for future growth. The company's investments in R&D, particularly in developing advanced Al models like
Gemini, position it well to capitalize on the growing demand for Al-powered solutions. Google Cloud, with its focus
on Al-optimized infrastructure and its suite of enterprise services, is gaining traction and achieved profitability for the
first time in 2023, marking a significant milestone in its journey to becoming a major cloud provider. / However, the
company faces several challenges that could potentially hinder its growth trajectory. The most pressing concern is
the increasing regulatory scrutiny of Google's business practices, particularly in the areas of antitrust and data
privacy. The numerous lawsuits and investigations targeting Google's alleged anti-competitive practices pose a
significant risk, with the potential for substantial fines, operational restrictions, and forced divestitures. / The
company must effectively navigate this complex regulatory environment, demonstrate a commitment to fair
competition, and adapt its business practices to comply with evolving regulations. Alphabet must also prioritize user
privacy and data security, ensuring transparency in its data practices and developing privacy-preserving solutions to
maintain user trust. / The company's massive scale and dominant market position create challenges in maintaining
agility and fostering innovation. Alphabet must cultivate a culture that encourages experimentation, empowers
smaller teams to pursue new ideas, and effectively integrates acquisitions to stay ahead of the curve in this rapidly
changing tech landscape. / Despite these challenges, Alphabet's strong financial position, its robust cash flow
generation, and its large cash reserves provide the company with significant flexibility to invest strategically, pursue
growth opportunities, and weather economic uncertainties. The company's continued focus on innovation, its
commitment to solving big problems, and its investments in Al and cloud computing position it well to remain a
leader in the tech industry. However, its ability to effectively address the challenges of regulatory scrutiny and
maintain its ethical commitments will be critical to its long-term success.



