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Alphabet Inc.

NASDAQ: GOOGL | Communication Services / Internet Content & Information | Initiation of
Coverage

RECOMMENDATION PRICE (17 JUL 26) 12-24M FAIR VALUE INVESTMENT SCORE

BUY $346.77 $415 74 /100

Price source: Alpha Vantage GLOBAL_QUOTE, 17 Jul 2026 close ($346.77, —2.17%). Yahoo Finance and secondary feeds quoted the stock
in the $349-371 band during the preceding two weeks; per instruction, the Alpha Vantage figure is used throughout.

$4.33T 28.3X 26.3x $422B 37.9% 38.9% $180B+

Market Cap TTM P/E Fwd P/E TTM Revenue Net Margin ROE 2026E Capex

The one-line thesis

Alphabet is the only company on earth that owns the full Al stack — chips (TPU), data centres, models (Gemini), and
three distribution monopolies with a billion-plus users each — and it still trades at a discount to the S&P's mega-cap
tech average. The catch is that management has just committed to spending $180-190bn a year, raised $85bn of
equity to fund it, and is asking shareholders to accept a several-year gap between the cash going out and the return
coming back. | would buy it, but at a smaller size than the fundamentals alone suggest, and | would not buy the whole
position before the 22 July print.

Executive Summary

Alphabet enters the second half of 2026 in a genuinely unusual position: operationally it is executing better than at any
point in a decade, and yet the stock has spent six weeks going sideways-to-down, sitting roughly 15% below its
52-week high of $408.37. That divergence is the investment opportunity, and understanding why it exists is the whole
analysis.

The operating record is not in dispute. Q1 2026 revenue of $109.9bn grew 22% year-over-year — the fastest since
2022 and the eleventh consecutive quarter of double-digit growth. Diluted EPS of $5.11 nearly doubled and beat
consensus of roughly $2.62 by a margin that is almost embarrassing for the sell side. Google Cloud crossed $20bn in a
quarter for the first time, growing 63%, and its remaining performance obligation — the contracted backlog — nearly
doubled sequentially to over $460bn. Search, the segment everyone spent 2024 predicting would be disrupted by
chatbots, grew 19%. Alphabet has answered the existential question the market asked of it two years ago.

What the market is now asking is a different and harder question: what does it cost to keep that answer true? The reply
came in two instalments. First, 2026 capital expenditure guidance was raised to $180-190bn, with CFO Anat
Ashkenazi confirming on 3 July that 2027 will increase significantly beyond that. Second, on 1 June, Alphabet
announced an equity raise of roughly $85bn — the largest single equity capital raise in US corporate history —
comprising underwritten common and mandatory convertible preferred offerings, a $40bn at-the-market programme,
and a $10bn private placement to Berkshire Hathaway. A company that for twenty years defined itself by surplus cash
and buybacks is now issuing stock. Q1 free cash flow was $10.1bn against $35.7bn of capex; on a trailing basis capex
of roughly $91bn already exceeds operating cash conversion.

My conclusion is that the market has correctly identified the risk and is, on balance, slightly overpricing it. The equity
raise is less dilutive than the headline: approximately $30bn of the $40bn ATM is an administrative change in how
employee equity tax obligations are settled — a sell-to-cover mechanism, not growth capital — and the convertible
preferred carries capped calls designed to blunt conversion dilution. The spending is demand-led, not speculative: a
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$460bn backlog is a contracted claim on future revenue, not a hope. And critically, unlike every other hyperscaler,
Alphabet's capex partly funds silicon it designed itself, which means a meaningful share of the dollars stays inside the
company rather than flowing to Nvidia's gross margin.

Against that, three things keep this a Buy rather than a Strong Buy. The antitrust overhang is unresolved and
asymmetric — the DOJ has cross-appealed the favourable September 2025 remedies ruling and is again seeking
Chrome divestiture, with D.C. Circuit arguments expected late 2026 or early 2027; Morgan Stanley has estimated
mandatory choice screens alone could put $15-25bn of annual ad revenue at risk. The capex cycle has no proven
terminal value — if Al compute demand normalises before the depreciation schedule matures, Alphabet is left with the
largest fixed-asset base in corporate history against a decelerating revenue line. And the stock reports Q2 earnings on
22 July, four days from this writing, which makes an immediate full-size entry a bet on a binary event rather than on a
thesis.
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1. Business Overview — How Alphabet Actually Makes Money

Alphabet is best understood not as a technology company but as a toll collector on attention, with a rapidly growing
industrial infrastructure business bolted on. Roughly three-quarters of revenue is advertising, and advertising is
monetised intent: a user signals what they want, and Alphabet auctions the right to answer. The economics of this are
exceptional because the marginal cost of serving one more query has historically been near zero while the marginal
revenue is set by a competitive auction among advertisers who each have their own profit motive for bidding up.

Revenue architecture

Q126 YoY Growth What it is and why it matters
Revenue

The profit engine. Text and shopping ads against search intent. The
19% growth rate is the single most important number in the whole
company — it is the empirical refutation of the chatbot-disruption
thesis, and it is accelerating rather than fading.

Google Search & other $77.25bn +19%

Enterprise compute, and now Al infrastructure. First quarter above
Google Cloud $20.03bn +63% $20bn. Backlog above $460bn, nearly doubled sequentially. This is
where the capex is going and where the return must show up.

Second-largest video platform ad pool globally. Slightly missed
YouTube advertising $9.88bn Mid-teens some estimates in Q1 — the softest line in the report and worth
watching, as connected-TV competition intensifies.

YouTube Premium/TV, Google One, Play Store take rate, Pixel.
Growing Total YouTube ads plus subscriptions passed $60bn annualised in
2025. Recurring, less cyclical than ads.

Subscriptions, platforms, = Not separately
devices disclosed above

Alphabet will begin delivering TPU hardware directly into selected
Google Cloud — TPU New in 2026 n/a customers' own data centres. Small revenue recognition in late
hardware 2026, majority in 2027. A genuine new business line and a direct
attack on Nvidia's merchant-silicon position.

. Waymo, Verily, and similar. Loss-making. Real option value —
Immaterial to . . .
Other Bets P&l n/a Waymo in particular — but should be valued at close to zero in any
base case.

Competitive advantages

e Distribution at a scale that cannot be replicated. Search, Chrome, Android, YouTube, Maps, Gmail and Play
each have over a billion users. A new Al model can match Gemini's capability; it cannot match the fact that Gemini
is one tap away for several billion people who never chose to install it.

e Vertical integration in silicon. Alphabet designs its own TPUs. When Microsoft or Amazon spend on Al compute,
a large slice of the cheque is Nvidia's margin. When Alphabet spends, more of it stays in-house. This is why
Alphabet can plausibly out-spend rivals without out-losing them, and it is the structural reason to prefer GOOGL
over other hyperscalers in a capex arms race.

e The data flywheel. Two decades of query-and-click behaviour is a training and ranking asset. The antitrust
remedies force sharing of some of this with qualified competitors, which blunts but does not eliminate the
advantage.

e Cost of capital. Even after the raise, the balance sheet is fortress-grade: roughly $126.8bn in cash and marketable
securities against $77.5bn long-term debt at the end of Q1, with debt/equity near 0.14. Alphabet can fund a
decade-long bet that a weaker competitor simply cannot.

Competitive disadvantages
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* Revenue concentration. Advertising is roughly three-quarters of the top line and a far higher share of profit. Cloud
is growing fast but still earns a fraction of Services' margin. A cyclical ad downturn hits Alphabet harder than it hits
Microsoft.

e Legal target status. Alphabet is the defendant in two separate US antitrust matters, EU proceedings, and publisher
litigation from Condé Nast, Vox Media, Penske and others. This is a permanent tax on management attention and
an intermittent tax on strategic freedom.

e The interface risk is real even if the revenue risk has not materialised. Search grew 19%, but if the long-run
equilibrium is that users get answers rather than links, the ten-blue-link ad unit economics change. Alphabet is
managing this transition well; it is not yet finished.

e Al talent attrition. Reported senior researcher departures to competitors through mid-2026 are a genuine
sentiment drag and a modest execution risk in a field where a handful of people can shift a model generation.
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2. Industry Analysis

Alphabet straddles two industries with very different characteristics, and conflating them is the most common analytical
error made about this stock.

Digital advertising is a mature, oligopolistic, GDP-plus-a-few-points market of roughly $600bn globally, split principally
between Alphabet, Meta and Amazon, with TikTok and retail media taking share at the margin. Growth here is high
single to low double digit in a good year. Competitive intensity is high but stable — the structure has not meaningfully
changed in a decade. What has changed is that generative Al has introduced, for the first time since Facebook, a
plausible new interface between a user and their intent. Perplexity and OpenAl's search products remain sub-1% of
search traffic, so the threat is prospective rather than present, but it is the reason Alphabet's multiple has historically sat
below its peers.

Al infrastructure is the opposite: immature, capital-intensive, and growing at rates that make the ad market look
geological. Demand currently exceeds supply — this is Alphabet's own stated justification for the capex and the equity
raise, and it is corroborated by a backlog that doubled in a single quarter. The competitive set is Microsoft Azure, AWS,
and increasingly Nvidia selling directly. The critical uncertainty for the entire sector is whether current demand reflects
durable enterprise adoption or a build-ahead by model developers whose own economics are unproven. Every
hyperscaler is exposed to this question; Alphabet is somewhat less exposed than peers because its own products
(Search, YouTube, Workspace) can absorb compute that external customers decline to buy — an internal demand
backstop none of its rivals possesses to the same degree.

Market positioning

Alphabet holds roughly 90% of general search, is the number three cloud provider by share but the number one by
growth rate, and is one of only two organisations globally (with Nvidia) that designs Al accelerators deployed at scale.
Its positioning is defensively excellent in advertising and offensively improving in cloud — an unusually favourable
combination, because the mature business funds the growth business without recourse to external capital. The June
equity raise is the first crack in that self-funding story, and it deserves the scrutiny it received.

3. Financial Analysis

Alphabet crossed $400bn annualised in 2025, the first company ever to do so. Scale
Revenue (TTM) $422.5bn at this level makes the 22% Q1 growth rate remarkable — it implies adding roughly
a Netflix of revenue per year.

Accelerating, not decelerating. Q1 was the fastest since 2022. Both the ad business
Revenue growth +21.8% YoY and Cloud contributed. This is the metric that most directly contradicts the bear
case.

Q1 EPS $5.11 vs $2.62 consensus. Note this includes non-operating items; the
Quarterly EPS growth +82% YoY underlying operating improvement is real but the headline flatters. Treat the run-rate,
not the print, as the signal.

Slight structural pressure ahead: Al inference has a real marginal cost that classical
Gross margin ~60% search did not, and depreciation on $180bn+ of capex flows through cost of
revenue. Expect gradual compression.

Held above 30% throughout the capex ramp. The key question for 2027 is whether
Operating margin 36.1% depreciation drags this toward the high-20s. Management has not guided to this
explicitly, which is itself worth noting.

Exceptionally high for a company of this size. Reflects the auction economics of

i 0,
Net margin 37.9% search advertising.
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Free cash flow

ROE

ROIC

Balance sheet

Capital allocation

Equity raise

$10.1bn (Q1)

38.9%

High-20s%

$126.8bn cash
$77.5bn LT debt

Shifted

~$85bn

What the financials really say
Alphabet's income statement has never looked better and its cash flow statement has rarely looked worse. Both are
consequences of the same decision. The investment question is not whether the business is good — it obviously is —
but whether $180-190bn a year, rising in 2027, earns an acceptable return. Management is asking for roughly three
years of faith. The $460bn backlog is the best available evidence that the faith is warranted; the absence of explicit
2027 margin guidance is the best available evidence for scepticism.

The weak point. Capex of $35.7bn in Q1 alone — up 107% YoY. On a trailing
basis, capex (~$91bn) now exceeds FCF. This is the number that caused the
derating and it will get worse before it gets better.

Elite. But note it will mechanically fall as the equity base expands via the raise and
as capital is tied up in assets not yet earning.

Historically among the best of any mega-cap. The entire capex debate is really a
debate about whether incremental ROIC on $180bn/year can stay above cost of
capital. Unknowable today.

Net cash. D/E ~0.14. This is what permits the aggression. Even a two-year capex
overshoot does not threaten solvency.

The regime change. From buybacks-and-dividends to issue-equity-and-build.
Dividend raised 5% to $0.22/quarter (yield ~0.23%, immaterial). Buybacks continue
but are dwarfed by capex.

Largest in US history. ~$30bn of the $40bn ATM is employee-tax administration, not
growth capital. Convertible preferred at 6.25% carries capped calls. True economic
dilution is materially below the headline — but it is not zero, and the preferred
coupon is a real cash claim.
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4. Competitive Analysis

Core moat Search distribution + Enterprise lock-in via AWS scale + retalil Meta: social graph. Nvidia: CUDA +
owned silicon Office/Azure flywheel merchant GPU
. #3 share, #1 growth #2 share, strong Al #1 share, growth .
Cloud position . . Not applicable
P (+63%) attach via OpenAl reaccelerating PP
. . . Trainium/Inferentia, -
Al silicon TPU, in-house, at scale = Maia, early credible Nvidia is the merchant standard

Best-in-class; own chips

. - . Pays Nvidia margin,
Cost structure lower effective cost per  Pays Nvidia margin Y 9

Nvidia captures the margin others pay

FLOP partly offset
Net margin 37.9% ~35% ~10% Meta ~35%; Nvidia ~50%+
Valuation 26.3x forward Premium to GOOGL Higher on earnings Nvidia materially higher
Key Antitrust; interface shift =~ Dependence on OpenAl . - Meta: single revenue line. Nvidia:
- ) . . Retail cyclicality }
vulnerability in Search relationship customer concentration

The comparison that matters most is Alphabet versus the other hyperscalers on cost of Al compute. Microsoft and
Amazon are, to a first approximation, renting Nvidia's margin. Alphabet is not, or at least not to the same degree. In a
capital-expenditure war, the participant with the lowest cost per unit of delivered compute wins on a long enough
timeline. That is the single strongest argument for owning GOOGL rather than a basket of Al infrastructure names —
and the forthcoming direct sale of TPU hardware into customer data centres converts that internal advantage into an
external revenue line for the first time.

On valuation, Alphabet trades at a discount to Microsoft and a substantial discount to Nvidia on forward earnings
despite comparable or superior growth. The discount is the antitrust and interface-disruption risk premium. Whether
that premium is fair is the crux of the investment decision; my view is that it is roughly 20—30% too wide.

5. Management Assessment

Sundar Pichai's record deserves an honest split verdict. On execution, the last three years have been a genuine
turnaround: Alphabet entered the generative Al era looking flat-footed — the Bard launch in 2023 was a debacle — and
has emerged with Gemini at over 750m monthly active users, an Al-integrated Search that is still growing 19%, and a
Cloud business compounding at 63%. Very few large organisations recover from a strategic surprise that quickly.
Pichai's own framing on the Q1 call, that the full-stack approach is lighting up every part of the business, is for once
supported by the segment data rather than contradicted by it.

On guidance accuracy, Alphabet has beaten consensus EPS in each of the last four quarters, which is a good sign
about conservatism and a mildly bad sign about sell-side calibration. More relevantly, management guided capex up
sharply and did so early and explicitly rather than letting it emerge — the Q1 call disclosed both the 2026 range and the
direction for 2027. That is the behaviour of a team that expects to be held to it.

On capital allocation, this is where reasonable investors will disagree, and where | want to be careful not to grade
generously. Raising $85bn of equity — including 6.25% mandatory convertible preferred — while the stock sits below
its 52-week high is not obviously shareholder-friendly. A company with $126.8bn of cash and a 0.14 debt/equity ratio
had cheaper options. The counterarguments are that roughly $30bn is employee-tax plumbing rather than growth
capital, that preserving balance-sheet flexibility ahead of an uncertain 2027 has option value, and that Berkshire
Hathaway under Greg Abel wrote a $10bn cheque into the placement — a party with no reason to subsidise a bad
structure. | find those arguments adequate but not comfortable. It is a mark against, not a disqualification.
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Insider ownership is low in percentage terms (roughly 1.2%) but the dual-class structure means the founders retain
control. This cuts both ways: it insulates management from short-term pressure to cut capex, which is probably correct
here, and it insulates them from accountability if the capex is wrong.

6. Growth Drivers

Contracted, not speculative. The pace of conversion is the
single most important variable in the 2026—28 model.
Sustained 50%+ Cloud growth would justify a re-rating on its
own.

Cloud backlog conversion

($460bn+) High Very high

Small revenue in late 2026, majority in 2027. Opens a
Direct TPU hardware sales High High merchant-silicon line against Nvidia and monetises a decade
of internal R&D. Underappreciated by consensus.

Integration into Siri puts Gemini in front of a billion iOS users.
Gemini distribution via Apple/Siri Medium-high High Both a revenue opportunity and a defensive moat against
OpenAl.

Already visible in the 19% growth. Ad formats inside Al

Al monetisation within Search High Medium-high
answers are early. Incremental rather than step-change.

Anthropic / third-party TPU Realised Medium A $35bn financing tied to Google TPUs validates the silicon
commitments externally. Signals TPU is competitive, not merely captive.

Low Real option value, immaterial to a 1-2 year model. Do not pay

Waymo commercialisation Medium .
near-term for it.

The bull case's endgame: capex plateaus, depreciation is

Margin recovery post-capex peak Medium High absorbed, FCF inflects sharply upward. Unlikely before 2028.
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7. Risk Analysis

18 JULY 2026

Capex without adequate
return

Antitrust — DOJ appeal

Adtech remedies (Brinkema)

Search interface disruption

Dilution from equity raise

Al talent attrition

Ad market cyclicality

EU regulatory action

Valuation compression

8. Valuation

Medium

Medium

Medium-high

Low
near-term
Medium
long-term

Realised

Medium

Medium

Medium-high

Medium

Severe

Severe

Moderate

Severe

Moderate

Moderate

Moderate

Low-moderate

Moderate

The defining risk. $180—-190bn in 2026, higher in 2027, against a
depreciation schedule that will burden margins for years. If Al
demand normalises before assets are earning, Alphabet owns the
largest stranded-asset base in history. Watch Cloud growth
deceleration below ~40% as the early warning.

The Sep 2025 remedies were near-best-case (behavioural, no
Chrome divestiture). DOJ and 35 states appealed in Feb 2026
seeking structural relief; D.C. Circuit arguments expected late
2026/early 2027. Morgan Stanley estimates choice screens alone risk
$15-25bn of annual ad revenue.

Separate case; DOJ pushing for AdX divestiture, ruling expected
during 2026. Painful and distracting but affects a smaller profit pool
than Search.

Perplexity and SearchGPT remain under 1% of search traffic — the
near-term threat is overstated. The long-term question of whether
answer-based interfaces monetise as well as link-based ones is
genuinely open.

~$85bn issued. True dilution below headline (~$30bn is employee-tax
plumbing; converts carry capped calls), but the $40bn ATM starting
Q3 2026 is a live supply overhang on the stock through the second
half.

Senior researcher departures through mid-2026 are a real sentiment
drag. In a field where small teams matter disproportionately, not
trivial.

Three-quarters of revenue is advertising. A macro slowdown
compresses the profit engine precisely while capex commitments are
fixed — the worst possible sequencing.

Fines are absorbable at this scale; behavioural remedies are the real
cost.

28x trailing leaves limited room for error into a binary earnings event
four days away.

Why these methods. A pure DCF is unusually unreliable for Alphabet right now, because free cash flow — the DCF's
raw input — is being deliberately suppressed by a capex programme whose terminal state management has not
defined. A DCF built on 2026 FCF would value Alphabet as a declining business, which is absurd; a DCF built on
assumed 2029 FCF is an assumption dressed as arithmetic. | therefore anchor on forward earnings multiples
cross-checked against a sum-of-the-parts, and use DCF only as a sanity boundary.

FY26 consensus EPS ~$14.32 (+32.5%), FY27 ~$14.85. At 28-30x FY26 — a
modest premium to the current 26.3x, justified by 22% revenue growth — gives
$400-430. Alphabet's own five-year average forward multiple has been in the
low-to-mid 20s, so this assumes some re-rating.

Forward P/E

PEG

$400-430

Supportive

PEG of 1.46 against 30%+ near-term earnings growth is undemanding for a
business of this quality. Anything under 2.0 in mega-cap tech is reasonable.
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EV/EBITDA Fair to cheap
EV/Sales Neutral
Price/Book Not meaningful
Sum-of-the-parts $390-440
Dividend yield Immaterial
DCF (boundary check) $360-470

Valuation verdict: modestly undervalued

distribution of outcomes.

20.5x EV/EBITDA on $161bn EBITDA. Below Microsoft and far below Nvidia
despite comparable growth. The gap is the regulatory discount.

10.6x. High in absolute terms, defensible at 38% net margins, offers no
independent signal.

9.45x. Book value is a poor guide for an asset-light-turning-asset-heavy
business mid-transition.

Search & Services at 20x segment earnings; Cloud at 12—14x revenue given
63% growth and $460bn backlog (peer cloud multiples support this); YouTube at
6—7x revenue; Other Bets at zero. Cloud alone is arguably worth $900bn—$1.1tn
on backlog-adjusted metrics, which is not reflected in a blended 26x P/E.

0.23%. Alphabet is not a yield instrument and should not be assessed as one.

Extremely sensitive to the year in which capex plateaus. Plateau in 2028 with
FCF margin recovering to 20% gives ~$470; no plateau through 2030 gives
~$360. The width of this range is itself the honest answer.

Blending the methods and weighting toward forward P/E and SOTP, | arrive at a 12-24 month fair value of
approximately $415, against the Alpha Vantage price of $346.77 — roughly 20% upside. Consensus analyst target is
$431.72 (14 Strong Buy, 43 Buy, 7 Hold, 0 Sell), so my estimate is deliberately below the street. Alphabet is not
deeply cheap; it is a high-quality compounder trading at a fair-to-slightly-cheap multiple with an unusually wide
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9. Market Sentiment

14 Strong Buy, 43 Buy, 7 Hold, 0 Sell, 0 Strong Sell. Overwhelmingly constructive with essentially no
Analyst ratings bearish coverage — which is itself a mild contrarian warning, as it leaves little room for upgrade-driven
upside.

Mean $431.72 (~24% above current). KeyBanc raised to $445 (Overweight), citing Search and Cloud

Price targets sustaining 20%-+ revenue growth through 2028. Wells Fargo upgraded to Overweight at $387.

~80.6% of shares. Berkshire Hathaway established a position in Q3 2025 and added $10bn in the June

Institutional ownership 2026 private placement under Greg Abel — a significant validation. Cathie Wood added roughly $99m.

Insider activity Insiders hold ~1.2%. Dual-class founder control persists. No unusual signal in either direction.

News sentiment is consistently measured as bullish (roughly 67—75%) while price action has been
The tell flat-to-negative for six weeks. That divergence — good news, no price response — typically indicates a
supply overhang, which here is precisely the $40bn ATM programme commencing in Q3.

10. Technical Analysis

Used strictly for entry timing, not thesis validation.

Price ($346.77) remains well above the 200-day MA of $321.14. The multi-year

Long-term trend Bullish uptrend is intact; the stock is up substantially over twelve months.

Medium-term trend Corrective Price is below the 50-day MA of $371.42 — a clear medium-term deterioration.
Six weeks of lower highs since the $408.37 peak.

~ 0, i ~ 0, i

52-week range $185.62 — $408.37 Currently 15.A) off the high, ~87% above the low. The stock has not given
back the year's gains, only the last leg.
$342-350 is the near-term shelf and has been tested repeatedly. Below that,

Support SERCUR =R e $335 then the 200-day at ~$321 as the structural line.

Resistance $355-360 / $371 / $390 Reclaiming $355-360 is the first repair signal. The 50-day at $371 is the real
hurdle; $390-400 caps the range.

Moving averages 50DMA < price? No Price below 50DMA, above 200DMA — a consolidation within an uptrend, not a
trend reversal. No death cross.

RSI Neutral, ~50-55 Recovered from thg oversold ~30 print after the June equity-raise
announcement. Neither stretched nor washed out.

MACD Flat / mildly negative Momentum has fadgd but is not in decisive breakdown. Consistent with
range-bound behaviour ahead of a catalyst.

Volume ~30m shares Unremarkable. No capitulation, no accumulation spike. The market is waiting.

Trend strength Weak Low ADX-equivalent character. This is a coiled range, and the 22 July earnings

report is the spring.

Technical conclusion: the chart says wait for confirmation, and it is unusually specific about why. The stock is
compressed between $342 support and $371 resistance with a binary catalyst four days out. A close above $360
post-earnings confirms the correction is over; a close below $335 means the capex fear is winning and the 200-day at
$321 becomes the target. This is the rare case where technicals and the fundamental calendar point to exactly the
same tactical conclusion: stage the entry.
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Investment Score

- —

Business Quality 9/10 Among the best businesses in existence. Search
auction economics, unmatched distribution.

o .

Financial Strength 8/10 S Net cash, 38./0 RQE. Docked for FCF compression
and the equity raise.

Competitive Advantage 9/10 I Owngd silicon plus b.I||I0r1-USEI' distribution is a
genuinely rare combination.

Management 7110 S Exggllent oper.atlonal regovery; thg $85bn raise is a
legitimate capital-allocation question mark.

0,

Growth Potential 8/10 S 22% revenue growth at $422bn scale, $460bn
backlog, TPU as a new line.

Valuation 7110 S 26X fgrward is fair-to-cheap, not a bargain. Modest
margin of safety.

Risk 5/10 r— Dual antitrust exposure plus an unprecedented,
unproven capex commitment. The weakest pillar.

Technical Setup 6/10 S Below 50DMA, above 200DMA, binary catalyst

imminent. Neutral-to-cautious.

OVERALL INVESTMENT SCORE 74 / 100

Weighted toward business quality, competitive advantage and valuation, with risk applied as a drag. A score of 74 corresponds to a solid Buy:
a high-quality asset at a reasonable price with an identifiable, material, but non-existential risk that the market is actively debating.

Final Recommendation: BUY

Not Strong Buy, and the distinction is deliberate. A Strong Buy in my framework requires either an exceptional discount
to fair value or a low-uncertainty setup. Alphabet offers roughly 20% upside to fair value — good, not exceptional —
and carries two live, unresolved risks (the DOJ appeal and the capex return question) whose outcomes | cannot
handicap with confidence. Buying it is right; buying it aggressively is not.

Not Watchlist or Hold, either, and this is the more important call. The temptation with Alphabet in July 2026 is to say the
risks are real, wait for clarity. But clarity on the DOJ appeal will not arrive before late 2026 or early 2027, and clarity on
capex returns will not arrive before 2028. If you wait for those, you are not waiting for information — you are waiting for
a higher price, because by the time either resolves favourably the stock will have re-rated. The correct response to a
wide but non-fatal distribution of outcomes is to own the asset in smaller size, not to avoid it.

The core argument is this: you are being offered the best distribution asset on the internet, attached to the only
vertically integrated Al stack outside Nvidia, at 26x forward earnings while it grows revenue 22% and Cloud 63%. That
price exists because of a legal risk that has so far resolved favourably at every stage, and a spending programme
backed by $460bn of contracted backlog. Those are real risks priced with real pessimism. That is usually where returns
come from.
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Trade Plan

Parameter Level Rationale

Current price $346.77 Alpha Vantage, 17 Jul 2026 close.

Do not deploy the full position before 22 July. Q2 earnings is

Recommended entr Staged . . SRR L
y g a binary event with 5-10% move potential in either direction.

Tranche 1: one-third now at ~$347 (below the 50DMA, above
support). Tranche 2: one-third after earnings on either a hold of

Ideal buy range $330 — $355 $342 or a confirmed break above $360. Tranche 3: on any dip
toward the 200DMA at ~$321, which would be a gift absent a
thesis break.

~12% below entry. Set below the 200-day MA ($321) with room
for a false break. A sustained close under the 200DMA plus

| . .
Cutloss LS Cloud growth decelerating below 40% would mean the market is
repricing the capex thesis — that is a thesis break, not noise.
Take profit 1 $415 Base-case fair value. Trim one-third here.
Take profit 2 $470 Bull case — requires capex plateau visibility and a favourable

appellate outcome. Trim a further third; let the remainder run.

+19.7% to TP1

Expected upside To base and bull fair values respectively.

+35.5% to TP2

Expected downside -12.0% To the $305 stop.

Risk / reward ~1.6:1t0 TP1 Acceptable. The blended R/R is favourable but not extraordinary
~3.0:1to TP2 — consistent with a Buy rather than Strong Buy.

Deliberately at the long end. The thesis requires backlog
Holding horizon 18 — 24 months conversion and 2027 TPU revenue to become visible. A 6-month
horizon exposes you to nothing but the capex debate.

Sized for a high-conviction idea with unresolved binary risk. |
Position size 4 — 6% of portfolio would go to 7-8% only after a favourable D.C. Circuit outcome
or clear evidence of capex plateau.

If you already hold MSFT, AMZN or NVDA, your true Al-capex
Allocation note Watch correlation exposure is far higher than any single line implies. Size GOOGL
against the aggregate, not in isolation.
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Scenario Analysis

Probability | Revenue Outlook What has to happen

Backlog converts faster than modelled; TPU
external sales become a material 2027 line;
DOJ appeal fails and the behavioural remedies
stand; capex visibly plateaus in 2027 with FCF
inflecting. Multiple re-rates toward 30x on
visible margin recovery.

FY26 ~$470bn;
Bull 30% FY27 +18-20%. $470 — $520
Cloud sustains 50%+

Growth decelerates gently from the
exceptional Q1 pace. Capex stays elevated

FY26 ~$460bn; through 2027, compressing FCF but not
Base 50% FY27 +15%. $400 — $430 breaking the story. Antitrust resolves with
Cloud 40-50% manageable behavioural remedies, possibly

an AdX divestiture. Multiple holds around
26—-28x on FY27 EPS.

Al demand normalises while depreciation from
$180bn+ of assets hits the P&L in full. Cloud

FY26 ~$440bn; growth halves. Adverse appellate ruling
Bear 20% FY27 +8-10%. $260 — $300 reopens Chrome divestiture or mandatory
Cloud <35% choice screens cost $15-25bn of ad revenue.

Multiple compresses to 18-20x on falling
earnings — a double de-rating.

Probability-weighted fair value: approximately $412 ((0.30 x 495) + (0.50 x 415) + (0.20 x 280)), which corroborates the
$415 target derived independently from the multiples work. Note the asymmetry: the bear case is a 20-25% drawdown,
while the bull case is a 40%+ gain. That skew, more than the point estimate, is what justifies owning the stock.

Final Verdict — Investment Memo

Would I invest my own money in Alphabet today? Yes — with a staged entry and at 4-6% of
portfolio, not more.

Why now.

Because the market is currently paying attention to the cost of Alphabet's Al strategy and not to its results. Six weeks of
flat-to-negative price action against Q1 results that showed 22% revenue growth, 63% Cloud growth, and a backlog
that doubled to $460bn is a straightforward sentiment-versus-fundamentals gap. The specific cause is identifiable and
temporary: a $40bn ATM programme beginning in Q3 2026 is a known supply overhang, and known supply overhangs
clear. Meanwhile the stock sits 15% below its high, below its 50-day average but comfortably above its 200-day — a
correction inside an uptrend, which is where you want to be buying quality.

Why this valuation.

26.3x forward earnings for a business compounding revenue at 22% with 38% net margins and an in-house silicon
advantage is not a demanding price. Alphabet trades below Microsoft and far below Nvidia despite comparable growth,
and the discount is entirely attributable to a regulatory risk that has resolved favourably at every stage so far — the
September 2025 remedies decision was described by Barron's as almost a best-case scenario. The sum-of-the-parts is
more telling than the headline multiple: Cloud alone, growing 63% with $460bn of contracted backlog, plausibly
supports $900bn—$1.1tn of value, which a blended 26x P/E does not reflect. You are, in effect, getting the Cloud and
TPU optionality thrown in with the ad business.

What would invalidate the thesis.
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e Cloud growth decelerating below 40% for two consecutive quarters. This is the primary kill signal. It would
mean the backlog is converting slowly or being renegotiated, and it removes the entire justification for $180bn+ of
annual capex. Watch this number above all others on 22 July.

e An adverse D.C. Circuit ruling reopening structural remedies. Chrome divestiture would sever the distribution
flywheel that underpins the Al deployment strategy. Most legal analysts consider it unlikely; if it happens, the moat
argument weakens materially and | would cut, not average down.

e 2027 capex guided materially above $200bn without a corresponding backlog increase. Spending that
outruns contracted demand is the definition of the capital-destruction scenario. Capex growth must stay tethered to
backlog growth.

e Operating margin falling below 30%. The line that says depreciation is winning. Currently 36.1%; sustained
sub-30% would force a full re-underwriting of the earnings power.

* Search revenue growth dropping into single digits. Would suggest the interface shift is finally hitting
monetisation. At 19% today this looks remote, but it is the long-term structural risk and deserves permanent
monitoring.

The honest counter-argument.

The strongest case against me is that | am underweighting the depreciation cliff. Alphabet is capitalising $180-190bn a
year, and that flows through the income statement over the following three to five years regardless of whether the
revenue arrives. A bear can argue, entirely reasonably, that current earnings are flattered because the spending is on
the balance sheet rather than the P&L, and that 2028 Alphabet is a lower-margin, more capital-intensive, lower-multiple
business than 2026 Alphabet. My response is that the $460bn backlog is contracted revenue against those assets, that
owned silicon lowers the cost base relative to every peer, and that Alphabet uniquely can absorb unsold compute into
its own products. But | hold that view with moderate rather than high confidence, and it is precisely why this is a 4-6%
position with a stop, not a 10% conviction holding.

The second counter-argument is simpler: with 57 of 64 analysts at Buy or Strong Buy and a $431.72 consensus target,
this is a consensus long. There is no informational edge in being bullish Alphabet in July 2026, and consensus longs
can de-rate violently on disappointment. My defence is the staged entry and the position size, not a claim to originality.

Bottom line

Buy, staged, 4-6%, 18-24 month horizon, stop at $305, first target $415. | would take one-third of the position at
$346.77 today and deliberately leave the rest of the powder dry until the 22 July print tells us whether the $460bn
backlog is converting. The business is exceptional, the price is fair, the risks are real and knowable, and the payoff
skew favours the buyer. That is enough to invest — it is not enough to be reckless about size.

Disclosures. This report is an educational analysis produced from publicly available information as of 18 July 2026 and does not constitute
personalised investment advice, a recommendation to any specific person, or an offer to buy or sell any security. | am not a licensed financial
adviser. Price data sourced from Alpha Vantage (GLOBAL_QUOTE, 17 July 2026 close: $346.77); fundamental and consensus data from
Alpha Vantage company fundamentals and public reporting, including Alphabet's Q1 2026 results (29 April 2026), SEC filings relating to the
June 2026 equity capital raise, and secondary financial media. Alphabet reports Q2 2026 results on 22 July 2026, after which material figures
in this report will require updating. Forward-looking estimates are inherently uncertain. Readers should conduct independent due diligence
and consider their own circumstances, and may wish to consult a licensed adviser before acting.

Educational analysis only — not personalised investment advice. Page 15



