Alphabet’s stock debate: AI valuation versus business fundamentals
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Alphabet’s latest share price leaves investors confronting a familiar question: has the market priced in too much of the company’s artificial intelligence story, or is the valuation still justified by the scale of its business? Simply Wall St’s analysis says the stock looks rich on one measure and cheap on another, underscoring how hard it is to pin down a single fair value for a company whose earnings are being reshaped by AI, cloud demand and the resilience of search advertising.
At US$385.69 a share, Alphabet has rallied sharply, with the Simply Wall St article noting gains of 12.0% over a week, 29.7% over a month, 22.4% so far this year and 135.9% over the past 12 months. That strength reflects growing investor conviction that the company’s AI push is translating into real business momentum rather than just narrative. Recent earnings coverage by Android Central said Alphabet’s first quarter of 2026 revenue rose 22% to $109.9bn, helped by AI integration across Search and the Gemini platform, while Google Cloud revenue jumped 63% to $20bn. YouTube advertising also continued to expand, adding another source of cash flow behind Alphabet’s investment cycle.
That operating backdrop helps explain why the stock can look expensive in one framework and reasonable in another. Simply Wall St’s discounted cash flow model produces an estimated intrinsic value of about US$336.30 a share, implying the stock trades about 14.7% above that level. Yet on earnings, Alphabet’s multiple of 29.17 times sits above the wider interactive media and services industry average, but below the average of its peer set. The same analysis says its own “fair ratio” would be 39.88 times, suggesting the shares could still be undervalued if growth, margins and risk play out more favourably than the market currently assumes.
That tension is not new. In earlier coverage, The Motley Fool argued after Alphabet’s first-quarter results that AI spending was starting to show up in performance, while valuations still looked attractive relative to rivals. Axios reported in late 2024 that search remained the company’s core engine, with CEO Sundar Pichai saying AI investment was producing positive returns. More recently, Axios said in January 2026 that Alphabet’s AI progress helped lift its market capitalisation to around $4tn, though some investors remained wary that enthusiasm could outrun fundamentals.
The range of scenarios in Simply Wall St’s narrative tool captures the uncertainty well. One bullish view values the shares at about US$443, assuming revenue growth of 21.1%, a 31.2% margin and a future earnings multiple near 30.2 times. A more cautious version lands at roughly US$185, with slower growth, thinner margins and a lower terminal multiple. In other words, Alphabet’s price still depends less on whether AI matters, and more on how quickly that advantage is converted into durable earnings.
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