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Executive Summary

Alphabet’s Q2 2025 results show a decisive turn toward Al—particularly generative and agentic technologies, as a
key engine of growth. Google Cloud’s revenue jumped 32% year-on-year to USD 13.6 billion, fueled by strong
demand for Gemini-powered tools, enterprise Al solutions, and major infrastructure deals. The company also
recorded a 70% surge in quarterly CapEx, signalling a deliberate push into Al infrastructure with heavy investmentsin
servers, data centres, and scalable capabilities.

Across Search, YouTube, and Google Ads, Al-driven upgrades are drawing more user engagement and opening
fresh monetisation opportunities. New launches in Al-powered search, generative media creation, and agentic Al
frameworks show Alphabet’'s move toward an Al-infused ecosystem, one designed to secure its leadership in an
increasingly Al-first marketplace.
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Enterprise Al Demand Drives Google Cloud Surge and Infrastructure Spend

e In Q2 2025, Google Cloud's performance underscored how deeply Alis now
embedded in Alphabet’s growth strategy. Revenue surged 32% year-on-year to
USD 13.6 billion, fueled by enterprise demand for Al-powered services, Gemini-
enhanced tools, and integrated Al solutions. The 18% increase in cloud backlog,
anchored by mega-deals, some topping USD 1billion, signals strong multi-year
commitments from large enterprises, reflecting confidence in Google Cloud’s Al
roadmap.

Generative Media Tools
e Veo 3 & Veo 3 Fast - Released for high—-quality video generation with
synchronized audio, accessible via Vertex Al
e Flow - Integrated video editing and storytelling tool using Veo and Imagen
models
¢ Imagen 4 - Enhanced image-generation model supporting high resolution (up
to 2K) and better prompt adherence

. (. . e Lyria 2 - Music generation model released (preview) via Vertex Al's Music Al
¢ To sustain this momentum, Alphabet significantly accelerated its infrastructure Sandbox

investments. Quarterly CapEx hit USD 22.4 billion, a 70% YoY increase, pushing total
2025 spend to USD 85 billion. Much of this capital is being channeled into Al-ready
infrastructure, from high-performance servers to advanced data centers,
underscoring a deliberate bet on scalability, performance, and long-term Agentic Ecosystem Solutions
dominance in the enterprise Al market. e AgentSpace Toolkit - Multi-agent orchestration and no-code creation
environment, integrated with Google Cloud
e Agent Development Kit (ADK) - Open-source framework for building agentic
Highlights Of PrOdUCtISOIUtions Iaun0h by Alphabet (Q1— Q2 2025) applications using Model Context Protocol (MCP)
e Agent2Agent (A2A) Protocol - Enables interoperable agent communication

across frameworks; adopted by partners like Deloitte, UiPath among others
Alphabet launched several Al-driven products and solutions in the first half of 2025,

significantly contributing to revenue growth across various business segments.

Al Integrated Search Enhancements YouTube

e AlMode - A conversational search interface powered by Gemini, live in the US and * Introduced Al-driven age detection to tailor content for teen users, improving
rolling out globally safety and compliance.

e AlOverviews - Generates summaries for queries with 1.5 billion monthly users across * Relaxed monetization rules to allow limited profanity in early video segments,
the globe, thereby driving >10% query growth across major markets increasing creator flexibility.

e Deep Search - A research-oriented mode offering deep, multi-step insights into  Tightened policies against inauthentic Al-generated content ("Al slop”) to
complex topics uphold quality standards.

e Search Live (Project Astra)- Real-time projective search via camera input and e Enhanced mid-roll ad placement, leading to a ~5% revenue uplift by inserting
interactive follow-up ads at natural pause points.
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Analyst Outlook

Alphabet’'s Q2 2025 performance reflects a deliberate shift toward Al as a core revenue engine, Considerations for Tech Buyers

with multiple trends reinforcing its competitive trajectory: « Look for Al integration wins: Identify where Google

Cloud growth fueled by Al: Google Cloud'’s revenue jumped 32% YoY to USD 13.6B, powered
by Al-driven services, Gemini integration, and strong enterprise adoption, backed by multi-
year, high-value contracts.

Heavy investment in Alinfrastructure: Quarterly CapEx surged 70% YoY, with major spend
on servers and data centers, showing Alphabet's commitment to scaling Al capabilities for
enterprise workloads.

Al reshaping Search monetization: New features like AlMode, Al Overviews, and Deep
Search are turning Search into a conversational, context-aware platform while unlocking
fresh ad opportunities.

Expanding into generative media: Releases like Veo 3, Imagen 4, Flow, and Lyria 2
strengthen Alphabet’s position in high-quality video, image, and music generation for
business and consumer use.

Building an agentic Al ecosystem: Developer tools like the ADK, Agent2Agent protocol, and
Agentspace signal a focus on automation-first enterprise workflows and cross-platform
agent interoperability.

Deeper monetization across platforms: Integrating ads into Al-generated experiences and
refining YouTube ad placements reflects a push to diversify and grow Al-powered revenue
streams.
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Cloud's Al services and Gemini-powered tools can
enhance your existing workflows, start small with pilot
projects in areas that can deliver quick impact.

Tap into Agentic Al for automation: Check out tools like
the Agent Development Kit (ADK) and Agent2Agent
protocol to build smart, interconnected Al agents that
streamline operations and boost efficiency.

Explore Al-driven content creation: Consider using
Google's generative media tools, like Veo, Imagen, and Lyria,
to create fresh, engaging content for marketing,
storytelling, and immersive experiences.

Get ready for evolving search and ad formats: Stay
ahead by adapting your marketing strategies to leverage
Al-powered search features and new ad opportunities as
Alphabet deepens Al monetization across platforms.
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