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Alphabet Inc. (GOOGL) reported earnings yesterday that exceeded consensus analyst 

expectations and its stock price has gained over 10%.  Both top line growth and margins came 

in much better than expected, allaying fears that GOOGL was no longer a growth company 

given a disappointing Q1 growth rate.  Yesterday’s report and management commentary 

reemphasized that GOOGL still has many levers to be a growth company for some time as 

management believes its investment in machine learning, artificial intelligence, expansion of 

Google Cloud under new leadership and its other bets will lead to increased cash flow in the 

years ahead.  

Revenues were $38.9 Billion for quarter 2, an increase of 19% year on year and up 22% on a 

constant currency basis.  With big contributions in growth from mobile search, YouTube, and 

Cloud.  EBITDA increased 18% for the quarter (prior year adjusted for EU fines) to $11.8 Billion. 

GOOGL had Operating Cash flow of $12.6 Billion and Free Cash flow of $6.5 Billion, ending the 

quarter with $121 Billion in Cash & Marketable Securities.  GOOGL announced that it will 

repurchase an additional $25 Billion of stock, adding to the $12.5 Billion buyback announced in 

Q1.  

Its Cloud business grew over 40% during the quarter with an annual run rate of $8 Billion in 

business and growing.  GOOGL plans to triple its Cloud’s salesforce over the next couple of 

years to better compete against Microsoft and Amazon in the fast-growing space.   

The company is also investing in privacy by providing more accessible and better tools for users 

to manage their data. It has built a new learning technology over the last 3 years – Federated 

Learning that allows GOOGL to train AI models and make products smarter without the raw 

data leaving a user’s device.  Management is also investing in its YouTube platform by creating 

a more educational platform and raising up more high-quality content.   

As a company with access to large user base and data related to the users, GOOGL will be 

heavily targeted by regulators and politicians.  Management will have to increasingly have to be 

deft at handling the concerns of many parties on how it handles security and balances privacy 

and providing relevant results going forward.  Though there are talks about potentially breaking 

up Google, we are still early in the process and as past government actions against IBM & 

Microsoft has shown – the process can be very long.  The thing that hurt IBM & MSFT most was 

that other competitors passed them by in creating better products.   
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Google has a strong presence in people’s everyday lives, and it is hard to imagine a day where 

we did not access various Google products- Maps, Photos, Search, YouTube, etc. But as MSFT 

& IBM have shown, competitors are always trying to release better products and services so 

while GOOGL needs to address concerns by the various government entities, it also needs to 

be vigilant that GOOGL’s products stay relevant to the users.  GOOGL’s investment into various 

technologies such as AI, ML, Quantum computing, low data intensive products, will help 

GOOGL maintain its relevance in the future.   

 

We reiterate our buy for GOOGL and will continue to monitor for any additional developments. 
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