
Alphabet Inc. - Valuation 

Report, 2026. 

 

  2026 

INTEGRATED FINANCIAL MODELING & SCENARIO-BASED 
VALUATION 

 
BY: 

TAPAN PATEL 

 



 
1 

 

Table of Contents 
 

Introduction ................................................................................................................................. 2 

Financial Statement Model (FSM) ............................................................................................... 2 

Revenue Build ............................................................................................................................. 3 

Valuation Methodology ................................................................................................................ 4 

Key Assumptions and Risks ........................................................................................................ 6 

Conclusion .................................................................................................................................. 7 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Disclaimer: 

 

This analysis is based on publicly available information and a set of internally developed assumptions. It is 

intended for educational and illustrative purposes only and does not constitute investment advice. The model 

focuses on underlying business performance and valuation drivers rather than short-term market pricing. As 

a result, current stock price comparisons are not a primary focus of this analysis. A more detailed version of 

the model, including full financial projections and supporting schedules, is available upon request. 
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Introduction 

Alphabet Inc. is a global technology company whose core operations are centred around 

digital advertising through Google Search and YouTube, supported by a growing ecosystem that 

includes Google Cloud, subscriptions, and platform-based services. Its scale, strong cash flow 

generation, and expanding role in artificial intelligence position it as one of the most influential and 

structurally advantaged businesses in the global economy. 

This model was developed to evaluate Alphabet’s intrinsic value through a fully integrated 

financial framework, while also understanding how changes in operating performance and market 

conditions impact valuation outcomes. Rather than relying on a single set of assumptions, the 

model is designed to capture a range of scenarios and highlight the key drivers behind them. 

The model is built as a multi-sheet financial system, incorporating full three-statement 

projections, segmented revenue build, WACC schedule, and a dedicated discounted cash flow 

(DCF) valuation engine. Revenue assumptions flow through the income statement, balance sheet, 

and cash flow statement, ensuring consistency between operating performance, reinvestment 

requirements, and free cash flow generation. 

Supporting schedules are incorporated to model key components such as working capital, 

capital expenditures, and depreciation. These schedules feed directly into the core financial 

statements, allowing the model to capture the relationship between growth, investment, and cash 

generation. 

Valuation is performed using both the perpetuity growth method and an exit EBITDA 

multiple approach, supported by a separate cost of capital (WACC) calculation. Scenario controls 

are applied across revenue, operating assumptions, and valuation inputs, allowing the model to 

reflect both intrinsic performance and market-based valuation perspectives. 

Financial Statement Model (FSM) 

The Financial Statement Model (FSM) forms the core of the overall model and is built as a 

fully integrated three-statement system, linking the income statement, balance sheet, and cash 

flow statement. 

All key operating assumptions, including revenue, margins, and investment levels, flow 

through these statements to ensure internal consistency. Changes in performance are reflected 

across earnings, assets, liabilities, and cash flow, allowing the model to capture how the business 

evolves over time rather than treating each component in isolation. 

 

Supporting schedules are included to model key items such as property, plant and 

equipment, working capital, interest income and expense, retained earnings, and the revolver. 

These schedules feed directly into the financial statements, ensuring that non-cash items, 

financing activities, and reinvestment requirements are handled in a structured and consistent way. 
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The FSM is designed to reflect the interaction between growth, funding, and cash 

generation. As revenue and operating assumptions change, the model adjusts investment needs, 

financing flows, and cash balances accordingly, providing a more realistic view of how the 

business would operate under different conditions. 

Overall, the FSM acts as the engine of the model, translating operating assumptions into 

financial outcomes that ultimately drive free cash flow and valuation. 

 

Revenue Build 

Revenue is projected using a segmented approach, with Alphabet’s business broken down 

into its core operating components: Google Search, YouTube Ads, Google Network, Subscriptions 

& Platforms, and Google Cloud. Each segment is modelled independently to reflect differences in 

growth drivers, competitive dynamics, and long-term maturity. 

To capture uncertainty and variation in business performance, the model incorporates three 

scenarios: Best, Base, and Weak. These scenarios primarily differ in the pace of growth, the rate 

of deceleration, and the extent to which each segment is impacted by competition and market 

conditions. 

The Best case assumes stronger execution and more favorable market conditions. Search 

and YouTube benefit from sustained advertiser demand and improved monetization, resulting in 

slower-than-expected deceleration. Cloud growth remains elevated for longer, supported by 

continued enterprise adoption and AI-related demand. Subscriptions and platform revenues also 

scale more efficiently, leading to higher overall growth across the forecast period. 

In the Base case, growth assumptions reflect a balanced outlook. Google Search 

continues to grow at a healthy rate but gradually decelerates due to scale and increasing 

competition from AI-driven alternatives. Similarly, YouTube Ads maintain steady growth with slight 

deceleration over time, while Google Network remains under pressure with modest declines driven 

by privacy changes and consistent third-party ad effectiveness. Subscriptions & Platforms 
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normalize, and Google Cloud remains a key growth driver, with strong expansion in the near term 

followed by gradual deceleration as the business matures. 

The Weak case reflects a more conservative outlook. Growth across segments decelerates 

more quickly, particularly in Search and YouTube, due to competitive pressures and potential shifts 

in user behaviour. Google Network continues to decline at a faster pace, and Cloud growth 

moderates earlier than expected as competition intensifies. Subscriptions and platform revenues 

also experience slower adoption, contributing to a more muted overall revenue trajectory. 

Overall, the segmented and scenario-driven approach allows the model to capture both the 

stability of Alphabet’s core businesses and the variability introduced by competition, market cycles, 

and technological shifts. This structure ensures that valuation outcomes are not dependent on a 

single set of assumptions, but instead reflect a range of realistic operating environments. 

 

 

Valuation Methodology 

Valuation is performed using a discounted cash flow (DCF) framework, supported by two 

terminal value approaches: the perpetuity growth method and an exit EBITDA multiple method. 

Both methods are applied independently to provide complementary perspectives on value. 

Free cash flow is derived from the fully integrated three-statement model, ensuring that 

operating performance, reinvestment requirements, and working capital dynamics are consistently 

reflected throughout the forecast period. These cash flows are then discounted using a weighted 

average cost of capital (WACC), calculated separately within the model based on capital structure, 

cost of equity, and cost of debt assumptions.  
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The perpetuity growth method estimates terminal value by assuming the business 

continues indefinitely at a stable growth rate beyond the forecast period. This approach reflects the 

intrinsic value of the business based on its ability to generate long-term cash flows. As a result, 

valuation under this method is highly sensitive to assumptions around terminal growth and discount 

rates. 

The exit EBITDA multiple method provides a market-based perspective by applying a 

selected multiple to the company’s terminal-year EBITDA. Unlike the perpetuity approach, which is 

driven purely by financial fundamentals, the multiple approach reflects how similar businesses are 

valued in the market. To preserve this distinction, exit multiples are not mechanically derived from 

the perpetuity method, but are instead set independently across scenarios. 

Scenario-based valuation is incorporated across both approaches. While operating 

performance (such as revenue growth and margins) varies by scenario, exit multiples are also 

adjusted to reflect changes in market sentiment. In stronger scenarios, higher growth and 

profitability support premium valuation multiples, whereas weaker scenarios assume more 

conservative market pricing. This ensures that valuation outcomes capture both intrinsic 

performance and external market dynamics. 

Finally, the implied EBITDA multiple derived from the perpetuity valuation is used as a 

validation tool rather than an input. This provides a consistency check between intrinsic and 
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market-based valuations, helping to identify whether assumptions across the model remain within 

a reasonable range. 

Overall, the use of dual valuation methods and scenario-driven assumptions allows the 

model to present a range of outcomes, rather than a single point estimate, while maintaining a 

clear separation between business fundamentals and market perception. 

 

 

 

Key Assumptions and Risks 

The valuation is driven by a set of core assumptions around revenue growth, operating 

margins, and terminal value inputs. Given Alphabet’s scale and diversified business model, small 

changes in these assumptions can have a meaningful impact on valuation outcomes. 
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A key assumption in the model is the gradual deceleration of revenue growth across all 

segments. While high-growth areas such as Google Cloud and Subscriptions & Platforms are 

expected to drive expansion in the near term, growth is assumed to moderate over time as these 

businesses scale and face increased competition. The model also assumes continued stability in 

the core advertising business, particularly Google Search, which remains the primary contributor to 

overall cash flow. 

Operating margins are assumed to remain relatively strong, supported by Alphabet’s scale, 

infrastructure, and high-margin advertising model. However, this is balanced by ongoing 

investment in areas such as artificial intelligence, cloud infrastructure, and product development, 

which may place pressure on margins in certain scenarios. 

Terminal value assumptions represent a significant portion of overall valuation. The 

perpetuity growth rate reflects long-term economic growth expectations, while exit EBITDA 

multiples are selected to align with market-based valuation ranges under different scenarios. As a 

result, the model is particularly sensitive to changes in long-term growth, discount rates, and 

valuation multiples. 

Several key risks could impact the assumptions and outcomes of the model. 

Technological disruption, particularly from AI-driven search alternatives, may affect the long-

term dominance of Google Search. Advertising cyclicality also presents a risk, as revenue is 

closely tied to macroeconomic conditions and corporate spending. In addition, competitive 

pressure in cloud computing from major players such as Amazon Web Services and Microsoft 

Azure may impact growth and profitability in Google Cloud. 

Regulatory and privacy-related changes also remain an ongoing risk, particularly for 

advertising-related segments. Restrictions on data usage and tracking could continue to affect the 

effectiveness of targeted advertising, especially within the Google Network business. 

Overall, the model incorporates these uncertainties through its scenario-based structure. By 

allowing key assumptions to vary across Best, Base, and Weak cases, the valuation reflects a 

range of potential outcomes rather than relying on a single set of expectations. 

Conclusion 

 

The analysis highlights Alphabet’s position as a highly scalable and cash-generative 

business, supported by its dominant role in digital advertising and growing presence in cloud and 

artificial intelligence. While the core advertising segment continues to provide stability, future 

performance is increasingly influenced by the pace of innovation, competition, and the ability to 

sustain growth across newer business lines. 

 

The use of a segmented revenue approach and a fully integrated financial model allows for 

a more grounded understanding of how operating performance translates into cash flow and 

valuation. Rather than relying on a single outcome, the scenario-based framework reflects a range 

of possible trajectories, capturing both upside from continued execution and downside risks from 

competitive and macroeconomic pressures. 
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Valuation results across both the perpetuity growth and exit multiple approaches remain 

broadly aligned, reinforcing the internal consistency of the model while also highlighting sensitivity 

to key assumptions such as growth, margins, and terminal inputs. Differences between methods 

are not treated as discrepancies, but as indicators of how value may shift under varying conditions. 

  

Overall, the analysis suggests that while Alphabet remains structurally strong, its valuation 

is ultimately driven by long-term expectations rather than short-term performance. As such, any 

assessment of value should be considered within a range, supported by clear assumptions and a 

consistent modeling framework. 
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