Forward

Happy New Year to everyone and thank you for checking out another Seville Mini Report. I
hope you had a great 2017 and we wish you an even better 2018.
We are going to open up 2018 with a mini report on Alphabet or better known as Google.
Alphabet is the holding company of Google, and I’m going to try my best to use Alphabet in
this report. I’m one of those people that continue to refer to every thing under Alphabet as
Google, but moving on.
Alphabet has always been a company that I’ve assumed I missed the boat on. When the
stock traded at under $200 per share in 2008, I assumed I’d missed the boat, $200 a share
was too much to pay for a stock. In 2013 when the stock price was under $400, I assumed
again I had missed the boat. Now Alphabet trades at over $1000 per share.
Alphabet has more going on for it than we could talk about in this mini-report. It is a
company with many revenue streams in play now, and others being developed.
Since becoming a public company I’ve associated Alphabet with moonshots. Remember
Google Glass? That was a moonshot. Another one of the company’s moonshots was their
jump into self-driving cars in 2009. Now in 2018 some believe Waymo, Alphabet’s selfdriving auto arm is ready to release a product for commercial use.
Alphabet is more than the Google search engine. It’s the Chrome internet browser, it’s Gmail,
it’s Google Maps, Google Play, Android, Nest, Access, Calico, CapitalG, GV, Verily, X, and
YouTube to name a few. If price is what you pay and value is what you get, there is a lot of
value in Alphabet. What the company is doing now and what they’re working on for the
future made us take a hard look at Alphabet.
Thanks for checking out the Seville Mini Report,
Happy Investing,
Paul Black
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Alphabet

Ticker: GOOGL Current Price: $1073.21 Target: $1,550.00

52-Week Range: $796.89 - $1,086. 49

Market Cap: $726B

3 Year Revenue Growth
3 Year Income Growth
Dividend
Share Buyback/Share Repurchase
Quality Growth Prospects
Insider Buying
Passing Driver Grade
Final Grade

✔
✔
✖
✔
✔
✖
✔

Sector: Technology

Industry: Software

R.O.E. (TTM): 14.43% R.O.A. (TTM): 9.96%

Alphabet (GOOGL)
GOOGL P/E (Price-to-Earnings): 36.5x
Industry P/E: 34.0x
GOOGL P/S (Price-to-Sales): 6.99x
Industry P/S: 7.21x
GOOGL P/B (Price-to-Book): 4.66x
Industry P/B: 15.97x
GOOGL P/CF (Price-to-Cash Flow): 21.46x
Industry P/CF: 27.96x

D

What does Alphabet do?

Alphabet Inc. is a holding company. The Company's businesses include Google Inc. (Google)
and its Internet products, such as Access, Calico, CapitalG, GV, Nest, Verily, Waymo and X. The
Company's segments include Google and Other Bets. The Google segment includes its
Internet products, such as Search, Ads, Commerce, Maps, YouTube, Google Cloud, Android,
Chrome and Google Play, as well as its hardware initiatives.
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Why Invest in Alphabet?

So why are we discussing a company with a ‘D’ grade? Because Alphabet is winning the Internet,
now and for the foreseeable future. Since the Google search engine came online in the 90’s it has
easily been the best search engine by far, and that is not an exaggeration. We don’t say “Yahoo it”
or “Excite it” or “Lycos it” we “Google it” today because Google was and still is the superior
search engine. Alphabet has been able to leverage their popular search engine into a juggernaut
advertising business. According to Recode.com Google represents 33% of the $223.7 billion in
global advertising revenue for 2017.
What will also help Google win the internet are the billions of users they attract to their apps
and operating system. Google’s Gmail has a 15% market share of the current email client
market, which is good enough for second place behind Apple. According to fortunelords.com
YouTube has over 30 millions users per day and almost 5 billion videos viewed daily. Google
Play reached the 1 billion active monthly user mark in 2015, and Google Maps is estimated to
have over a billion users.
The advertising revenue and the number of active users on the Alphabet platforms is only a part
of why we believe Alphabet is a solid investment. Our bet for Alphabet is long-term and our
belief is that Alphabet will win the artificial intelligence/ machine-learning race. This will lead to
Alphabet using their AI and ML technology to enhance the user experience of their platforms,
which should bring more users and increase the company’s revenue.
In 2014 Google purchased London based Artificial Intelligence company DeepMind Technology.
One of DeepMind’s breakthroughs was that after applying DeepMind’s machine learning to
Google data centers, the technology managed to reduce the use of energy for cooling by up to
40%. This doesn’t seem like a major accomplishment, but I find it more telling of future
possibilities than the technology created by DeepMind beating a professional game player at its
own game.
Then there is Waymo, Alphabet’s autonomous car initiative. Waymo was developed in 2009 by
Alphabet. Currently Waymo self driving cars have driven more miles than any other company in
the self driving space according to Forbes. In 2009 the thought of self-driving cars seemed so
distant, but it is here. And though Waymo and it’s developments have not been a secret, Aegis
Capital Internet Research Analyst Victor Anthony believes Waymo’s progress in the space isn’t
priced into Alphabet’s current stock price, and we believe the same.
So what we have with Alphabet is a company with a great standing in the internet search space,
a great standing in the internet advertising space, a great standing in online video viewership
with YouTube, a nice chunk of the email market space with Gmail. Although we didn’t mention it
earlier, Google Chrome is the dominant web browser holding an almost 60% share of the
browser market. Revenue and net income for Alphabet have grown every year since 2012. Free
cash flow has grown every year since 2013 and the company has a positive net debt (more cash
than debt). Alphabet does a lot of things well, well enough that even without a big money maker
from their AI/ML business, the stock should still hit our target. Our bet though is that a
company, which has dominated the software market, will continue to do so as the world
implements more AI/ML (also software) into every day life.
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What are the Investment Risk?

One of the risks is that Google loses the Artificial Intelligence/ Machine Learning race. If a company
were to enter the space and capitalize on AI/ML technology before or better than Google, this could
cause the stock to decrease. Also a delay in the roll out of Waymo could cause the stock to not reach
our target. As of now Alphabet hasn’t laid out a plan for Waymo. We don’t know if Alphabet will
sell or license the technology to auto companies, or if they will start their own Uber service with
self driving cars, or if they’ll build their own cars. . Hopefully we will get more information from
Alphabet about the plans for Waymo. Recently the New York Times reported that Waymo enlisted
Auto Nation as the company to service and repair Waymo’s autonomous vehicles. Does this mean
we’re getting close to seeing a commercially available autonomous car from Waymo? We don’t
know, but it is our belief that Waymo is closer to the finish line than the start line, and that any
setback could cause the stock price to decline.
To add to the risk stated above, Alphabet and Waymo aren’t the only games in town. The
autonomous car is being worked on by dozens of companies. If any of these other companies are
able to get a good commercial product to market, Google’s stock could be negatively impacted.
An investment with Google does come with risk as do all investments, but as we pointed out earlier;
Alphabet’s current business provides a cushion of safety for an investor.

Alphabet Peer Review

Data provided by Yahoo Finance and Reuters.
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The Buy Zone: $1,100.00 - $950.00

We believe value exist in Alphabet at the current trading price and even up to $1,100. If an
investor is able to get in at under a $1000 per share on a pull back we see that as a real bargain.
$950 is the low point where we will reassess our thesis and consider selling any investment in
Alphabet.
What is Wall Street Saying?

12/08/17 Pivotal Research has Alphabet rated as a “Hold” with a $990.00 target.
11/07/17 B.Riley FBR has Alphabet rated as a “Buy” with a $1,200 target.
11/06/17 Robert W. Baird has Alphabet rated as a “Buy” with a $1,150 target

Summary

Top Reasons to Buy Alphabet
1. Solid current business model that is profitable and among the leaders in advertising,
internet video views, email, and mobile app usage.
2. The company’s investment in DeepMind and Waymo will reap a huge reward.
3. The company’s ability to create platforms that attract users will result in a growing
revenue stream when Alphabet wins the AI/ML race.
Top Reasons to Avoid Alphabet
1. Alphabet could lose the AI/ML race. The company has invested hundreds of millions
of dollars into AI/ML. If a competitor we’re to leap frog Waymo into the commercial
market for autonomous cars this could be detrimental to Alphabet’s stock price.
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A solid foundation in Internet advertising sales and a
strong user base for its multiple platforms provide a
base for an investment. We believe the company will
win the Ai/ML race, which should provide a better user,

Alphabet
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Glossary
Book Value-to-Market Value: This is a metric used to find a company’s value by
comparing its book value to its market value.
Side Note: This became a key metric in our review after reading the Fama-French
research reports.
Capex: Capital Expenditure: This is money spent by a company to maintain or acquire
fixed assets like equipment, land, and buildings.
Dividend: A sum of money paid regularly by a company from company profits to its
shareholders. Payments are typically made quarterly.
Insider Buying: The purchase of shares of a company’s stock by someone employed by
the company.
Market Cap: Market Capitalization: This represents the value of a company traded in
the stock market. The Market Cap is obtained by multiplying the outstanding number of
shares to the current share price.
MRQ: Most Recent Quarter. When this appears it means the numbers listed are
calculated using information from the company’s most recent quarterly results.
Net Debt: This is a metric we use to compare the amount of debt the company carries
with the amount of cash the company carries. (When we note that the company has
negative net debt, this means the company has more debt than it has cash and cash
equivalent).
P/B: Price-to-Book, a metric used to compare a stocks market value to its book value.
The Price-to-Book is calculated by dividing the current price of the stock by the
company’s latest quarter’s book value per share. The lower the P/B the more attractive
the investment.
P/CF: Price-to-Cash Flow, a metric used to measure a company’s stock price to its cash
flow per share. It is calculated by dividing the company’s share price by the company’s
cash flow per share. A company with a low P/CF is said to have value when compared to
other stocks in its industry or sector.
P/E: Price-to-Earnings, or price multiple: The P/E is a metric used to measure the value
of a company by dividing the company’s current stock price by its earnings per share.
The lower the P/E the more attractive the investment.
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P/S: Price-to-Sales, a metric used to value each dollar the company earns in revenue. The
Price-to-Sales is calculated by dividing the companies market capitalization by its total
revenue. The lower the P/S the more attractive the investment
R.O.A.: Return on Assets: This metric is used to determine how profitable a company is
relative to its total assets. It gives an investor an ideal of how effective management is in
using its assets to generate revenue.
R.O.E.: Return on Equity: This metric is used to determine how profitable a company is
relative to its shareholders equity. It gives an investor an ideal of how effective
management is in using money shareholders have invested to generate revenue.
Share buyback/ Share Repurchase: When a company buys back its own shares from the
marketplace, reducing the number of outstanding shares.
TTM: Trailing Twelve Months. When this is listed, it means the numbers being displayed
are for the last twelve months.
Winners Circle: The Winner Circle is a group of stocks that we have reviewed in the past
that went on to increase in value, at times hitting the expected target and others times
exceeding the target price. We compare stocks currently under review to the Winners
Circle to get a broader reference about the stock.
10K: The company’s yearly report. This is where the company reveals to the public how
much money it has made or lost in the last year of business. The 10K also show the
company’s assets, liabilities, and cash flow for the last year.
10Q: The company’s quarterly report. This is where the company reveals to the public
how much money it has made or lost in the last quarter. The 10Q also reveals the
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Things You Need to Know
LEGAL NOTICES AND DISCLAIMERS
DISCLAIMER
We wrote the reports in The Seville Report ourselves and it expresses our own opinions. We do
not receive any compensation for it (other than from The Seville Report subscribers). The Seville
Report has no business relationship with any company whose stock is mentioned in the articles.
SevilleReport.com (“The Seville Report” or “we” or “us”) is not registered as an investment
adviser. The Seville Report relies upon the “publishers’ exclusion” from the definition of
investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and
corresponding state securities laws. As such, TheSevilleReport.com does not offer or provide
personalized investment advice. We publish information about companies in which we believe
our readers may be interested and this information reflects our sincere opinions. The
information that we provided (or that is derived from our website) is not, and should not be
construed in any manner to be personalized advice. Also, our website and the information
provided by us should not be construed by any subscriber or prospective subscriber as a
solicitation by TheSevilleReport.com to effect, or attempt to effect any transaction in any
security. Investments in the securities markets, and especially in options, are speculative and
involve substantial risk. The information we provide or that is derived from our website should
not be a substitute for advice from an investment professional. We encourage you to obtain
personal advice from your professional investment advisor and to make independent
investigations before acting on the information that you obtain from TheSevilleReport.com or
derive from our website. Only you can determine what level of risk is appropriate for you.
We encourage our readers to invest carefully and to utilize the information available at the web
sites of the Securities and Exchange Commission at http://www.sec.gov, and the National
Association of Securities Dealers at http://www.nasd.com. You can review public companies’
filings at the SEC’s EDGAR page. The NASD has published information on its web site about how
to invest carefully. Most of the information on our website or that we otherwise provide is
derived directly from information published by the companies on which we report and/or from
other sources we believe are reliable, without our independent verification. Therefore, we
cannot assure you that the information is accurate or complete. The information may contain
discussions of, or provide access to, certain positions and recommendations as of a specific date.
Due to various factors, including, but not limited to, changing market conditions, such
discussions and positions/recommendations may no longer be reflective of current discussions
and positions/recommendations. We do not in any way warrant or guarantee the success of nor
endorse any action which you take in reliance on the information that we provide or that is
derived from our website.
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As indicated above, SevilleReport.com makes no representations nor warranties about the
accuracy or completeness of the information contained on or derived from SevilleReport.com’s
website or otherwise provided by TheSevilleReport.com. Any links provided to other websites are
offered as a matter of convenience and are in no way meant to imply that TheSevilleReport.com
endorses, sponsors, promotes or is affiliated with the owners of or participants in those sites, or
endorses or warrants any information contained on those sites, unless expressly stated.
Furthermore, TheSevilleReport.com does not endorse, guarantee or warranty any third party
products advertised on its site, in its newsletters, in any third party rental of its permission based
lists or otherwise referenced in any information provided by SevilleReport.com or derived from
SevilleReport.com’s website, and SevilleReport.com expressly disclaims any responsibility and
accepts no liability with respect to such information and products. TheSevilleReport.com may
receive a fee from a service provider that has a link on SevilleReport.com’s website or is
referenced in the information provided by TheSevilleReport.com.
Our personnel (and affiliates) may own positions in and/or trade the securities mentioned in the
information that we provide. However, SevilleReport.com’s policies prohibit all employees
TheSevilleReport.com from engaging in any securities transactions that will directly or indirectly
compete with the interests of our subscribers that are actually known to TheSevilleReport.com.
We are not compensated in any way for publishing information about companies mentioned in
our reports.
Testimonials may or may not be representative of actual results.
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SUBMISSIONS
All submissions from outside contributors on
’s website are the responsibility of
their respective authors, creators, and/or owners.
is not responsible for
such submissions, and the views and opinions expressed are not necessarily those of
.
does not guarantee the accuracy or validity of the
submissions. While
may use its best efforts to review contributor
submissions for form and format before they are posted on its website,
does
not review or edit these submissions for content.
makes no representations
and provides no warranties whatsoever concerning submissions, and the fact that
has posted these outside contributions does not constitute an endorsement,
authorization, sponsorship, or affiliation by
with respect to the author, creator
and/or owner of the submissions.
expressly disclaims any responsibility and
accepts no liability for any information or content provided in these submissions. Please be
advised that submissions may be protected by federal and international copyright or other laws,
and your right to reprint, republish, modify, reproduce, or distribute this material may be limited
accordingly.
INTELLECTUAL PROPERTY
Except as otherwise indicated,
is the copyright owner of all text and graphics
contained on this website. Other parties’ trademarks and service marks that may be referred to
herein are the property of their respective owners. You may print a copy of the information
contained herein for your personal use only, but you may not reproduce or distribute the text or
graphics to others or substantially copy the information on your own server, or link to this
website, without prior written permission of
. Permission to use and reproduce
documents and related graphics available from this website is granted, provided that: 1. The
below copyright notice appears in all copies and that both the copyright and this permission
notice appear; 2. Use and reproduction of documents and related graphics available from this
website is limited to personal, non-commercial use; 3. No documents or related graphics,
including logos, available from this website are modified in any way; and 4. No graphics, including
logos, available from this website are used separate from accompanying text. Use or reproduction
for any other purpose is expressly prohibited by law, and may result in civil and criminal
penalties. Violators will be prosecuted to the maximum extent possible.
Associated Press text, photo, graphic, audio and/or video material shall not be published,
broadcast, rewritten for broadcast or publication or redistributed directly or indirectly in any
medium. Neither these AP materials nor any portion thereof may be stored in a computer except
for personal and non-commercial use. AP will not be held liable in any way to the User or to any
third party or to any other person who may receive information in the Service or to any other
person whatsoever, for any delays, inaccuracies, errors or omissions therefrom or in the
transmission or delivery of all or any part thereof or for any damages arising from any of the
foregoing or occasioned thereby.
ACKNOWLEDGEMENT AND AGREEMENT
Notwithstanding any other agreement or other communications between
and a subscriber or potential subscriber to the contrary, receiving or using any material provided
by
or accessing or using
website, at any time and
through any means, whether directly or indirectly, represents acknowledgement by such person
of the foregoing legal notices and disclaimers and agreement with their terms and conditions.

13

LIMITATION ON SevilleReport.com LIABILITY
To the extent not prohibited by law, each subscriber and potential subscriber agrees, prior to
accessing or using TheSevilleReport.com website or receiving information provided by
TheSevilleReport.com, to release and hold harmless TheSevilleReport.com and its directors,
officers, shareholders, employees and agents from any and all liability in connection with
accessing or using SevilleReport.com’s website or receiving information provided by
TheSevilleReport.com. In all other cases, SevilleReport.com’s liability to a subscriber, whether in
contract, tort, negligence, or otherwise, shall be limited in the aggregate to direct and actual
damages of the subscriber, not to exceed the fees received by TheSevilleReport.com from the
subscriber. TheSevilleReport.com will not be liable for any consequential, incidental, punitive,
special, exemplary or indirect damages resulting directly or indirectly from the use of or reliance
upon any material provided by TheSevilleReport.com or derived from SevilleReport.com’s
website. Without limitation, TheSevilleReport.com shall not be responsible or liable for any loss
or damages related to, either directly or indirectly, (1) any decline in market value or loss of any
investment; (2) a subscriber’s inability to use or any delay in accessing TheSevilleReport.com
website or any other source of material provided by TheSevilleReport.com; (3) any absence of
material on TheSevilleReport.com website; (4) SevilleReport.com’s failure to deliver or delay in
delivering any material or (5) any kind of error in transmission of material. TheSevilleReport.com
and each subscriber acknowledge that, without limitation, the above-enumerated conditions
cannot be the probable result of any breach of any agreement between TheSevilleReport.com and
the subscriber.
DISCLAIMER OF WARRANTY ANY AND ALL INFORMATION PROVIDED BY
TheSevilleReport.com OR DERIVED FROM SevilleReport.com’s WEBSITE IS PROVIDED “AS
IS” AND TheSevilleReport.com MAKES NO WARRANTY OF ANY KIND, EXPRESS OR IMPLIED,
INCLUDING WITHOUT LIMITATION, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS
OR PARTICULAR PURPOSE.
BROKERS
TheSevilleReport.com is not affiliated with any brokerage firm and does not endorse or
recommend any specific brokerage firm.
is not and will not be responsible
for any trades made by a broker on the subscriber’s behalf under any circumstances.
ACKNOWLEDGEMENT AND AGREEMENT
Notwithstanding any other agreement or other communications between
and Subscriber to the contrary, receipt or use of any material provided by
,
at any time and through any means, whether directly or indirectly, represents acknowledgement
by such person of this disclaimer and agreement with its terms and conditions.
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