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Is Alphabet still ahead 

of the competition?  

by Avien Pillay 

 

 

Alphabet, or commonly referred to as Google, has 

defined search for many decades, to the extent that 

we no longer search, but “google” something. Google 

has managed to retain this top-of-mind position by 

developing products that not only push boundaries, 

but that also have managed to stay ahead of the 

competition. 

 

The beginnings 

 

Google, or originally known as “Backrub,” traces its 

roots back to 1995, when Larry Page and Sergey Brin 

started to work on a Stanford University project 

analysing links between webpages to determine their 

relevance. In 1997, the search engine was renamed 

to Google and in 1998, Google was incorporated and 

operated out of a rented garage. Google joined a 

long list of established search engines at the end of 

the nineties, including Yahoo!, AltaVista, Lycos and 

Excite. To gain and maintain a global search market 

share of 89%, Google had to not only outmanoeuvre 

the established players but also keep new entrants 

at bay, including the likes of Microsoft (Bing’s current 

market share is about 4%) and Yandex from Russia 

(2.4% market share). 

 

 
Figure 1: Google co-founders Sergey Brin and Larry page 
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Google’s most innovative products 

 

Google grew into the colossal that it is today, by 

innovating beyond what most of us could imagine. It 

has a long list of highly successful products without 

which many of us simply cannot live. Apple is 

recognised for its successful development of the 

smartphone; however, it is Google with its Android 

platform that powers 72% of the global smartphone 

market. In countries like South Africa, where Apple’s 

market share is lower than in the developed world, 

the Android smartphone market share is 83%.  

 

Google Maps may have not been the first mapping 

tool invented, however, it was certainly the first tool 

that provided detailed topographic images right 

down to street level. Prior to Street View, we were 

not able to see what our holiday house somewhere 

in Paris looked like. This very detailed view was made 

possible by Google Maps Street View vehicles 

mapping out a large part of the global infrastructure 

network – something few of us thought was actually 

possible! 

 

 
Figure 2: Google maps car, Paris May 2014 

 

Google Earth, via an array of satellites, is able to 

provide 3D images of the Earth. Prior to Google’s 

innovation, these images of the planet were largely 

accessible to cartographers. The Android operating 

system extends beyond purely operating 

smartphones and tablets to also housing millions of 

apps that make up the Google Play Store. Android’s 

operating system and suite of products like Gemini, 

Google Assistant, Google Drive, YouTube, Gmail and 

Android Auto ensure that we remain locked in the 

Google sphere. Even many users of iOS, which is the 

biggest competing mobile operating system, are firm 

Google fans and use their products on a daily basis. 

 

 
Figure 3: Search engine market share in 2024 

 

An advertising company at core 

 

This dominant position has resulted in Google 

becoming the biggest advertising company in the 

world. Currently about 74%, or $274 billion, of 

Google’s revenue is derived from advertising, and it 

is this large revenue stream that has allowed Google 

to invest and provide the array of largely free 

services to consumers.  

 

Competition in AI 

 

Once again, the competition is “hot on Google’s 

heels”, and the company needs to innovate to ensure 

it retains its dominant position. OpenAI’s ChatGPT 

(49% owned by Microsoft) certainly blew users off 

their feet with their AI assistant, however, Google 

has demonstrated that it is able to compete with the 

best. As shown by Morgan Stanley Research (below), 

Gemini 2.5 (Google’s latest AI model) has grown 

users from 50 million in Mar 2025 to over 400 million 

in May 2025. Given Google’s 89% search market 

share, it is a lot easier for Google to promote search 
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powered by AI, as opposed to a new entrant that 

needs to capture users from scratch, before 

attempting to monetise those users. 

 

 
Figure 4: Gemini now has over 400mn monthly users, up ≈ 50mn since March 

 

Optionality of their vast investment portfolio 

 

Aside from the Google products that we have 

become accustomed to using on a daily basis, 

Alphabet has a portfolio of products that are 

currently being tested. Waymo, Google’s self-

driving car project operates in several US cities, with 

plans to enter Tokyo. It currently completes 250 000 

rides per week and has doubled the number of rides 

over the last year. Verily Life Sciences is an AI-

powered data-driven health care company that is 

researching new technologies. Calico is also a health 

care company and focuses on the biology of aging. 

Wing is an autonomous delivery drone service that 

aims to provide deliveries to remote areas and 

reduce traffic congestion and CO2 emissions. This 

growth engine is powered by $75 billion on research 

and development (for 2025). This R&D spend 

equates to almost 20% of their 2025 sales figure – 

it is an astronomical amount but justified given the 

intensely competitive environment.  

 

The Google of the future  

 

Aside from competition from AI players, Google’s 

dominant market position is being scrutinised by 

regulators. Google has been targeted by regulators 

in the US and Europe for antitrust violations and 

breaches of the Digital Markets Act. If the regulators 

succeed, Google is at risk of being broken up. We 

would argue that this may actually work to the 

benefit of Alphabet investors. Google is trading at a 

depressed valuation relative to its long-run average 

(as shown in figure 5). 

 

Figure 5: Alphabet inc best forward P/E and EV/EBITDA multiples (Source 

Bloomberg) 

 
Alphabet’s valuation is being dictated by its 

search/ad revenue multiple, and a split-up of the 

business will force the market to value the 

components of the business separately – a number 

of competing stand-alone businesses are trading at 

a premium to the overall Alphabet valuation. The 

holding company and regulatory discount will also 

potentially reduce.  

 

A win either way! 

 

Irrespective of the regulatory outcome, we believe 

that Google will triumph. Unlike a number of other 

“monopolies,” Google has not become complacent 

and has aggressively invested to ensure that it stays 

ahead of the pack. It has demonstrated that it can 

continue to release products that help it grow its 

dominant position. 
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