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COMPANY VALUATIONCOMPANY OVERVIEW & RECOMMENDATION 

We recommend to BUY Alphabet Inc 
[GOOGL] as its price could increase 
significantly in the next few years. The 
price target is $5,004.00 by 2025.

Conclusion

Recommendation BUY

Estimated Price            $5,004

Upside                67%

➔ Alphabet Inc is a multinational conglomerate 
company that is based in San Francisco, United 
States. Their most valuable asset is Google, valued 
at about $2.0 Trillion in Market Capital. The current 
CEO of Alphabet Inc is Sundar Pichai.

➔ The Alphabet ecosystem owns powerful brands 
like Android which diversify the conglomerate´s 
product portfolio, mitigating risk and producing 
more revenue streams. In addition, Google has one 
of the strongest and most robust business models.

➔ Google was founded in 1998, Menlo Park, 
California, USA, by Larry Page and Sergey Brin. In 
2015, it was turned into a conglomerate. 

Key Board of Directors

Sundar Pichai John L. Hennessy L. John Doerr 



Industry Overview

Search engines and web services are one of the 
primary industries that Alphabet focuses on, with 
Google being the spearhead of a market full of 
underperforming competitors. 

Google: 89% of users 
Bing: 6% of users 
Yahoo: 4% of users
DuckDuckGo: 1% of users

Revenue Streams

      Earnings are forecast to grow 11.09% per year

      Earnings grew by 97.7% over the past year

INDUSTRY AND PRODUCT LINES

Revenue by Segment



CURRENT OUTLOOK

❏ YouTube brought in $7.2 billion in ad revenue in Q3, up 
43% from the previous year and more than Snapchat, 
Twitter, Pinterest, and Linkedln combined.

❏ Reached the 2 Trillion USD market cap

❏ Google Cloud services´s operating costs have lowered by 
nearly 50% over the last year as a result of the continuous 
growth in the industry of cloud computing. 

❏ Cloud revenue has increased by 46% and overall losses for 
2020 were 900 million compared to 1.73 billion in 2019.

❏ Waymo keeps forming new contracts with logistics 
companies. UPS will make deliveries using Waymo´s Class 
8 trucks. 

COMPANY VALUATIONCURRENT & FUTURE OUTLOOK

FUTURE OUTLOOK

❏ Alphabet has many resources to keep improving and 
innovating the search engine algorithm using advanced AI 
and machine learning methodologies.

❏ Huge potential to expand further into cloud computing 
services, with the current growth rate Google Cloud will 
become one of the largest cloud companies.

❏ Potential increase in market share and advertising revenue 
due to the advancements in ad-targeting that Google will 
develop in the coming years

❏ X company is slowly giving life to moonshot projects that 
have the potential to completely revolutionize the world.



COMPANY VALUATIONCATALYSTS 

             
                      Repurchases of common and capital stock have increased of 60%. If repurchases increase 
                      drastically, it may indicate that insiders know that Google will keep growing and that it is currently 
                      undervalued.

Alphabet insider repurchases have increased #1

             
                
                With over 135 billion dollars in cash, their 13,932 million dollars in debt is not something to be concerned  
                about. Having a great D/E ratio of 0.41, Alphabet is in a position to afford large amounts of investments in 
                any field that they desire and even asking for more loans without having to worry about their cash flow. 
                     

Very healthy cash flow with little debt and large 
amounts of cash. #2

             
                      
                      The demand for cloud computing keeps growing every year, and Google Cloud´s growth has outpaced 
                      other leading competitors like AWS or Microsoft Azure with a 46% increase in revenue.Success in Cloud Computing#3



Most advanced search engine

Market Share and Contracts

The Business Model

The Google Brand

COMPANY VALUATIONCOMPETITIVE ADVANTAGES 

Alphabet is one of the most solid and 
bullet-proof conglomerates in the whole 
market. 

It has great strategies to defend against 
recessions, and they have other product 
lines from different market segments that 
they can rely on.

Google is the default Safari search engine. 

This is probably the most important 
contract that Google has in place as Safari 
has 15.5% of the browser market share. 

Their technology is the most developed 
and most accurate when it comes to 
search engines and other vital software 
applications.

They keep perfecting the algorithm and 
continue to make the search engine faster.

The strength of the Google brand is so 
strong that  consumers have associated the 
words “Internet” with Google for a long 
time.

People trust Google more than the 
competition.



COMPANY VALUATIONFUTURE FORECAST VALUATION 

Based on KPIs historical data, it gives us a YOY return of up to 18.3% with a price target of $4632 by 2025.             



COMPANY VALUATIONDCF VALUATION ANALYSIS 

             
The DCF model gives an intrinsic value of $4023 which is an upside of $1024,  34% above the actual value.



COMPANY VALUATIONCOMPARABLES VALUATION

             

Alphabet multiples are 18.9% undervalued compared to its direct competitors, despite having better projections.



COMPANY VALUATIONFREE CASH FLOW VALUATION (FCF)

The target price according the free 
cash flow and the historical multiples 
valuation is $4811 with a CAGR of 
12.7%



COMPANY VALUATIONRISK ASSESSMENT AND MITIGATION

POTENTIAL RISKS MITIGATIONS

         Very dependent on certain contracts and the danger of these to 
         terminate is something to be watchful of. For example being the 
         default search engine on Safari.

     
         Regulations or anti-data collection rules could weaken the 
         strength of their business model. E.g. 2018 $5 billion fine by the 
         EU

Google is already researching and looking for new 
systems to advertise and keeps improving the 
algorithm to remain competitive.

Google is constantly working on privacy and has 
contingency plans in place to prevent any chaos if 
regulations were to affect them.

        
        There are also numerous startups that are trying to improve 
        certain Google products. If this is not well-monitored, Google can 
        slowly lose market share for certain products.

Alphabet is constantly analysing the industries they 
operate in. Whenever a potential competitor enters 
the market, Google either makes an acquisition or 
improves their own product in order to maintain 
market share.



COMPANY VALUATIONINVESTMENT THESIS

Market does not 
realize how strong 
their business 
model is

Our view 

Alphabet´s business model is very well 
diversified, with its healthy finance and 
dominant firms, it makes for a very resilient 
conglomerate against recessions and 
uncertainties that may arise

Artificial intelligence and autonomous 
vehicles are currently expected to grow 
exponentially every year. DeepMind and 
Waymo are positioned to become one of 
the leading companies in these sectors.

Alphabet is in a position to gradually 
increase prices YOY primarily because its 
ecosystem is so well constructed that 
users inside depend on Google products 
for their daily life.

Well-settled and 
organised company

Google is a compounder company. This 
means that it is a high quality business, 
with constant revenue growth, great 
financials, in-line board of directors and a 
very positive future outlook.

Alphabet is one of those companies that 
have very little risk and can constantly 
increase the value of your investment. The 
best investing strategy for firms like 
Alphabet is to hold in the long-term.

Question mark 
products that may 
become future 
stars

In our company valuation we have only 
taken into account well-established 
companies but we have not included other 
minor subsidiaries such as DeepMind or 
Waymo which may become future stars.

Value Implications



COMPANY VALUATIONEXECUTIVE SUMMARY & CONCLUSION

Current Market Price: $2,999.05

+67% Potential 
Return

Target Price (2025): $5,004.00
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APPENDIX



COMPANY VALUATIONINCOME STATEMENT (2016-LTM)

Source: Company reports



COMPANY VALUATIONBALANCE SHEET (2016-LTM)

Source: Company reports



COMPANY VALUATIONCOMPLETE DCF ANALYSIS


