Nvidia and Palantir rise as AI stocks in 2024
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In 2024, Nvidia Corporation (NVDA) and Palantir Technologies Inc. (PLTR) have emerged as significant players in the stock market, drawing substantial attention due to their impressive year-to-date gains. Nvidia, with a remarkable 179.6% increase, has solidified its position as the second most valuable company globally, trailing only behind a select few tech giants by market capitalisation. Palantir, with a dramatic 153.3% rise, has gained prominence as a mega-cap tech stock and has recently been inducted into the S&P 500 Index.
Both companies have capitalised on their roles within the burgeoning artificial intelligence (AI) sector, a key driver of their stock performances. Nvidia's advancements in AI and powerful graphics processing units (GPUs) have positioned it as a leader in the tech market. Meanwhile, Palantir's software and data analytics capabilities have made it a credible contender in the AI domain.
Despite the positive outlook for both organisations, a significant disparity exists in their valuations, particularly when assessed on a price-to-earnings (P/E) basis. Nvidia currently trades at 47.5 times its projected earnings for January 2025. While this is nearly double the average multiple of the S&P 500, its expected growth in earnings per share – projected to reach $4.01 by January 2026 – suggests a potential decrease to a more reasonable 33.6 times forward earnings.
In contrast, Palantir's stock valuation is significantly higher. The company's shares stand at a price 122.4 times its estimated earnings for December 2024, a figure that far exceeds Nvidia's and the broader market's average. Predictions hint at a decline to 100.8 times forward earnings as its earnings per share are anticipated to grow to $0.43 by December 2025.
The analysis of the stocks extends beyond the P/E ratio, employing other metrics such as the price-to-sales ratio and the PEG ratio (price-to-earnings-to-growth). On a price-to-sales basis, Palantir remains exceptionally high at 35.3, whereas Nvidia is somewhat lower at 26.3. The PEG ratio provides additional insight into the growth valuation, with Nvidia rated at 1.8 and Palantir at a notably high 10.4, suggesting potential overvaluation for the latter when considering earnings growth.
From a market perspective, Wall Street analysts hold differing opinions on these stocks. Nvidia has garnered a Strong Buy consensus, supported by 39 buy ratings, three holds, and no sell suggestions in recent analyses. The average projected price target for Nvidia is $152.86, implying a potential upside of 10.7% from its current stock price.
Conversely, Palantir has received a more cautious consensus, rated as a Hold. This conclusion arises from a mix of four buys, six holds, and six sells. Analysts forecast a potential downside, with the average price target at $27.67 indicating a decline of 36.2% from the present trading value.
The proprietary Smart Score system by TipRanks echoes these sentiments, rating Nvidia with a 9, corresponding to an Outperform status. Palantir, however, has been assigned a Neutral score of 4.
In the realm of high-profile AI stocks, Nvidia is distinguished for its combination of relatively cheaper valuations and superior projected earnings growth, positioning it as a compelling option in the competitive technology sector. This assessment is reflected in the favourability observed among financial analysts, as they project considerable growth and stability for the company within the upcoming years.
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