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Financial Analysis of Amazon

Abstract

In this study, financial analysis of Amazon from 2012 to 2021 was made. The data
used in this financial analysis are taken from the reports that Amazon publishes annually to
the SEC. In the analysis, horizontal, vertical and ratio analyzes of the company's financial
statements were made. As a result of the analysis, it has been observed that the company has
been operating at low profitability until 2018, but since 2018, there has been a significant
increase in all income, assets and net profit of the company. It has been revealed that the
company started to receive returns from its investments in this increase and that the changes

in the online shopping habits of consumers with Covid 19 had an effect.

Keywords: Amazon, Retail, E-Commerce, Financial, Ratio



Finan¢ni analyza spoleCnosti Amazon

Abstrakt

V této studii byla provedena finan¢ni analyza Amazonu od roku 2012 do roku 2021.
Udaje pouzité v této finanéni analyze jsou prevzaty ze zprav, které Amazon kazdoro&ng
zvefejituje pro SEC. V ramci analyzy byly provedeny horizontalni, vertikdlni a pomérové
analyzy ucetni zavérky spole¢nosti. Na zaklad¢ analyzy bylo zjisténo, Ze spole¢nost do roku
2018 hospodafila s nizkou ziskovosti, ale od roku 2018 doslo k vyraznému nariistu vSech
piijma, aktiv a Cistého zisku spole¢nosti. Ukazalo se, Ze spole€nost zacala ziskavat vynosy
ze svych investic do tohoto zvySeni a Ze zmény v online ndkupnich zvyklostech spotiebiteli

s Covid 19 mély vliv.

Klicova slova: Amazon, Retail, E-Commerce, Finance, Ratio
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Introduction

Many of the investors, credit institutions and other creditors that will benefit from
the financial statements do not have the opportunity to request information directly from the
reporting enterprises. Therefore, they have to rely on general purpose financial reports
(balance sheet, income statement, cash flow statement, etc.) for most of the financial
information they need. Therefore, such users are the primary users to whom general purpose
financial reports are directed. However, the financial reports and the tables included in the
reports do not provide all the information needed by the primary users. Therefore, these users
should also consider the information that can be obtained from other sources (e.g. general
economic situation, political events, and the sector in which the business operates) (Chen &
Shimerda, 1981).

Financial reports are the information that shows the tax payments, expenses, income
and expenses of the companies in a certain period and the financial situation of that period
in general. These reports are of vital importance, especially for investors, shareholders and
financial professionals who are planning to invest in companies. By these reports, it is
possible to make predictions about the future by creating comments from the company's past
financial status and performance information. The transparency and reliability of these
reports also contributes to the establishment of an environment of trust between the company
and its stakeholders and contributes positively to the growth performance of the companies.
With financial statement analysis, it becomes very easy to have information about the current
situation of the company, the change in its financial situation from the past to the present,

and its possible future performance (Laux, 2012).

There has been an accelerating change in the retail sector since the beginning of the 20th
century. With this change, which started with the development of the internet, traditional
retailing has started to leave its place to online retail stores. In this retailing system, people
examine the products on the websites and do their shopping through these websites and
complete their shopping and payments completely online. Amazon Company is one of the
pioneers of this new retail system. The company has become the leader of the retail industry
with a rapid growth trend since 1994, the year it was founded. Computer technologies and
people who know and can develop these technologies have gradually gained special

importance. Amazon is not the first company to start specializing in e-retailing. But Amazon



has understood the secrets of successful internet commerce and has been able not only to
survive profitably but also to reach unprecedented heights in e-commerce (Althafairi et al.,
2019).

The aim of this study is to have information about the financial situation and
performance of the company by analyzing the annual financial reports published by the
Amazon company, and also to make predictions about the future of the company through
these analyzes. For this purpose, in the second part of the thesis, a conceptual framework
will be created on financial analysis methods and calculating, and information about the
Amazon Company will be given at the same time. In the third part of the thesis, the financial
analysis of the Amazon Company will be made. In the fourth and fifth sections of the paper,

the inferences and results obtained as a result of the financial analysis will be included.



1 Objectives and Methodology
1.1 Objectives

The aim of this study is to examine of Amazon financial reports and analyze these
reports by financial analysis techniques. It is aimed to determine the financial situation of
the company and its financial performance, and to make predictions about the future of the
company with the inferences obtained from the past data. For this purpose, the objectives of

the thesis were determined as follows.

e To examine the effectiveness of ratio analysis, horizontal and vertical
analysis methods in terms of understanding the financial performance of
company.

e To examine the changes in the financial structures of Amazon year by year.

e To forecast company's future financial risks.
1.2 Methodology

In this thesis, after giving necessary information about the definition, sources and
preparation conditions of financial statements, analysis techniques of financial statements
are explained theoretically. In this section, various books, articles, publications and academic
studies on financial statements and analysis techniques were examined and data were
collected and quotations were made from these sources where necessary. Later, the
theoretical information given was put into practice over the financial data of the Amazon

Company.

The sample of the study is Amazon and the data of the company between 2012 and
2021 were used in the analysis. The data used in the financial analysis of the company were
obtained from the financial reports published by the company periodically. These reports are

available from the company's website.

In today's conditions, where the pressure of competition and globalization on
commercial companies has increased, it has become inevitable to analyze financial

statements. This study is important in terms of understanding the definitions, preparation



methods and sources of financial statements, as well as the application technique and
importance of the analysis methods of the said statements.

The research questions of the thesis were determined as follows;

e Based on the indicators of financial analysis, how did the financial position
of Amazon change between 2012 and 2021?

e How did the indicators of financial analysis change between 2012 and 2021
and how do they compare with the sector average?

e What are the factors affecting of the firm's financial structure?

Although the main objectives of financial analysis vary depending on the company's
field of activity, these objectives generally can be listed as; Value maximization, profit
maximization, revenue maximization, cost minimization, market share maximization,
maintaining the company's existence and sustainable growth (Saldanli, 2020). The primary
purpose of financial analysis is expressed as the highest level of market value of the
company. For this purpose, financial managers take cash flow, risk and profitability into
consideration in making and implementing decisions. Fundamental decisions of finance
managers focus on the provision of the resources the company needs, the use of the resources
provided to finance the assets, and the distribution of dividends. The effects of the decisions
taken on the market value of the company should be evaluated and the results of these
decisions should be analyzed. Evaluation of the results plays an important role in making
plans for the future of the company and in making new decisions. In this direction, the results
of company activities should be analyzed and company performance should be measured.
This requirement is made possible by the analysis of the company's financial statements
(Revsine et al., 1999).

Financial analysis has different purposes apart from its primary purpose. These

purposes are listed as follows (Gibson, 2012).

e To be able to evaluate the assets or capital status of the company for an
accounting period and the operating results of the company.

e To be able to determine the development direction of the company by
analyzing the financial statements created for the previous accounting

periods.



e To determine the position and situation of the company in the business by
comparing the financial statements of the company with the average results
of the financial statements of other companies in the same sector.

e To be able to determine the credit worthiness and loan repayment potential of
a company in need of credit.

e Deciding on the company's new or expansion investment.

In the financial analysis, the techniques of the horizontal, vertical and ratio will be

conducted. Short descriptions about these techniques are listed below.

Horizontal analysis is a dynamic analysis technique that allows comparing the data
in the financial statements of a company for more than one consecutive operating period and
Calculating the changes in amounts and percentages. In the horizontal analysis, revealing
the activities and financial results of the company for more than one period makes this
analysis more advantageous than the single-period financial statement analysis. With this
analysis technique, it is easier to determine the amount and percentage of the increases and
decreases in the financial statement items in the consecutive periods with the financial
statements prepared in a comparative way horizontally. In this context, it is possible to
compare the operating results of the company in different periods and to monitor the

direction of the developments (Revsine et al., 1999).

Vertical analysis is the calculation of the percentage share of an item in the financial
statements within the total or group. Vertical analysis shows the distribution of assets and
liabilities of the company in the statement of financial position. This analysis, which also
enables the detailed income statement to be examined, shows the distribution of the
expenditures made to reach the net profit (Chen & Shimerda, 1981). Vertical analysis
technique can be used as a static analysis tool or as a dynamic analysis. In the form of
dynamic analysis, the financial position statement or detailed income and expense statements
for consecutive periods are expressed in percentages, and then the positive or negative
developments between the periods are determined and interpreted by making comparisons
(Barnes, 1987).

The values calculated by dividing two absolute performance indicators are called
ratios (Ohlson, 1980). Ratio analysis makes the data of the company suitable for processing

by proportioning the account items in the financial statements and having a financially



significant relationship to each other, and allows interpretation by determining the relative
relationships between the items. These relationships help determine the financial
performance of the company and contribute to future planning when compared over the
years. Therefore, the ratio analysis, which the company uses while determining its long-term
goals, provides a healthier information to all stakeholders (Faello, 2015).

In the ratio analysis, the data obtained from the financial reports of the company

between the years 2012-2021 will be analyzed and interpreted through the formulas below.
1.3 Financial Analysis Techniques

There are some interest groups for companies such as shareholders, managers,
employees, investors, credit institutions, government, buyers and sellers. Interest groups
want to obtain information about the financial status and operating results of companies in
line with their objectives. The financial status and operating results of the companies and the
information emerge as a result of the analysis of the financial statements created by the
companies. With the financial analyzes carried out, the data in the financial statements
become more meaningful and easier to interpret. The information obtained as a result of the
financial analysis is used to determine the current financial situation and operational

performance of the company (Gibson, 2012).
1.3.1 Horizontal Analysis

Determining the changes in the items in the financial statements in the horizontal
analysis is important in terms of determining the development direction of the company's
financial situation and operating performance. It is expected that the development direction
of the company will be in line with its past trends, unless there are significant changes in the
conditions (Zager & Zager, 2006).

In horizontal analysis, additional financial statements can be analyzed apart from the
basic financial statements. Accordingly, the effects of the changes on the company can be
interpreted. Measures are taken to continue the positive developments in the company and
to correct the negative ones. There are some elements to be considered in this analysis
technique. The financial statements for the current and previous periods to be compared

should be prepared to cover the same periods. When comparing quarterly or semi-annual



financial statements, either the previous three or six-month financial statements or the
financial statements created in the same period of the previous year should be used. In
addition, it is important that the compared financial statements are independent from the
effect of inflation. Financial statements prepared according to the current period are
compared with the budget figures of the period. The financial statements of a company
created in the current period can also be compared with the financial statements of other
companies created in the same period. This situation also allows to measure the success of
the company compared to other companies (Anggraini, 2022).

1.3.2 Vertical Analysis

The difference of the vertical analysis technique from other financial analysis
techniques is to determine the relative value of the account items in the financial statements
within the main total or group. In addition, average values for the sector can be calculated
with this method (Shala et al., 2021). With vertical analysis, various account items in the
financial statements are compared with each other. These account items can be listed as
current assets-short-term liabilities, current assets-fixed assets, liabilities-equities, fixed
assets-equities. In addition, inventories, trade receivables, trade payables and tangible assets
can also be evaluated. In addition, certain variables are used in the analysis of percentage
amounts. These variables are; comparative historical data, planned data and data of
competitor companies. The most important of these variables is considered the past period
data. Therefore, vertical percentage analysis is useful in determining the development

direction of companies (Glvemli, 2006).

Expressing the amounts of the main items or subgroups in the statement of financial
position and statement of comprehensive income and expense in vertical analysis provides
a simpler and easier interpretation of the financial statements. The analysis of the statement
of financial position reveals the distribution of the company's assets and liabilities. With the
analysis made in this direction, the asset and liability structure of the company at the end of
the accounting period can be analyzed. By analyzing the comprehensive income and expense
statement with vertical analysis, the distribution of the company's activities can be
determined. In this direction, at the same time, the relations between the sales of the company
and the profit items that show the other operating results can be determined and profitability

analysis can be carried out on the sales of the company (Shala et al., 2021).



1.3.3 Ratio Analysis

The purpose of the ratio analysis is to analyze the solvency, asset efficiency, capital
structure, profitability, stock market performance and growth rate of companies, by the
relationship calculated between financial statement items. The ratios calculated by the ratio
analysis have no meaning on their own. For this reason, the ratios should be interpreted by
comparing them with the generally accepted standard values in the finance literature, the
averages of the companies in the sector in which the company is located, the ratios of the
company in the past periods and the targets set by the company. By showing areas of good
and bad performance, the ratios also help identify the strengths and weaknesses of company
management and where more effort should be made. It helps to determine the successful and
unsuccessful activities of the company by comparing the ratios before and after the activity
(Al Karim & Alam, 2013).

A large number of financial ratios can be calculated between various items in the
financial statements. The important thing in the ratio analysis is to calculate the ratios that
will give meaningful answers to the questions that the company's stakeholders seek answers
regarding the company's financial status and operating results. On the other hand, while
evaluating the ratios, it should be taken into account that seasonal and cyclical movements,
development and recession periods in the economy affect the ratios of the company. A
change in a ratio may result from an increase or decrease in the numbers in the numerator or
denominator in different directions, or a difference in velocity. Accordingly, the change in
the value of a ratio should be investigated by the financial analyst to determine whether it is
the result of a change in the numerator or denominator used in the calculation of the ratio, or
both. While evaluating the ratios, the effects of changes in the general level of prices on
financial statement items should also be taken into account. In addition, the ratios of
companies operating in the same industry should be used in the interpretation of the
calculated financial ratios and attention should be paid to the trends in the industry. In
comparisons made between companies regarding ratios, it should be taken into account that
company policies may differ from each other. Financial ratios calculated in financial analysis
are divided into different classes according to their intended use and meaning. The
classification of these ratios has been developed in accordance with the purpose and is in the
form of liquidity, financial structure, activity, profitability and stock market performance
ratios (Faello, 2015).



1.3.4 Liquidity Ratios

Liquidity refers to the ability of an asset owned by the company to turn into cash with
low cost in order to fulfill its short-term liabilities quickly. Liquidity ratios are calculated to
measure the short-term liabilities and operating capital adequacy of companies by
determining the proportional relationships between current assets and short-term liabilities
(Hiran, 2016). With the liquidity ratios, the liquidity risk of the companies can be evaluated.
While the operating capital elements of the company and short-term liabilities are associated,
the liquidity ratios can be divided into three according to the characteristics of the items to
be considered from the current asset group (Izzalqurny et al., 2019).

1.3.4.1 Current Ratio

The current ratio shows how much current assets the company has for each currency
unit of short-term debt. Although this ratio differs in each sector, it is generally considered
sufficient to be 2 in developed countries and 1.5 in developing countries. A very high current
ratio indicates that the company has a high solvency. However, the fact that this ratio is too
high can also mean that there are idle funds within the company and that the resources are

not used effectively (Andrijasevic & Pasic, 2014).
1.3.4.2 Acid Test Ratio

The acid test ratio is considered a more sensitive ratio than the current ratio and is
always lower than the current ratio, except when the company has no stocks (Mayes, 2020).
The purpose of calculating the ratio is to determine the solvency by eliminating the risk of
inventories not being converted into cash due to sales uncertainty. An acid test ratio of 1
indicates that the company can pay all its short-term debts in cash and in a short time, with
its current assets other than its stocks. If this ratio is less than 1, it means that the company
is dependent on stocks to pay its short-term debts. In this case, the company should not be
interpreted negatively by this ratio alone. Because the company's short-term debt solvency
increases with the liquidity provided in line with the high receivables and inventory turnover.
Especially companies with low inventory turnover may have difficulty meeting their short-

term debts (1zzalqurny et al., 2019).



1.3.4.3 Cash Ratio

Cash ratio is the most sensitive ratio among liquidity ratios. The cash ratio shows
how much of the cash and cash equivalents and securities and short-term debts that the
company has when its sales are stopped and it cannot collect its receivables. Although what
the cash ratio should be varies from sector to sector, it is generally accepted to be around
0.50 (50%). The fact that the ratio is lower than this value indicates that the company may
be in a difficult situation in terms of liquidity in the short term if it cannot convert its stocks
into sales and collect its trade receivables (Anggraini, 2022).

1.3.5 Profitability Ratios

The main purpose of the establishment of enterprises is to make profit. The most
important issue that business owners, employees, investors and credit institutions expect
from businesses is that they can make a profit. Although analyzes measure the ability of
businesses to pay their debts, their continuity, and their growth tendencies, if profits cannot
be obtained as a result of the activities, it is inevitable that the analyzes will reveal negative
results in the short or long term. Profit must be at a level that satisfies the factors of
production and ensures growth. Therefore, the most classical method in the performance
analysis of enterprises is profitability analysis. Two important issues in profitability analysis

are the amount of profit and the sources from which it is provided (Barnes, 1987).

It measures the adequacy of profit and hence the efficiency of management, by
showing profitability ratios, sales and earnings on investment. While evaluating the profit
figures, the general profitability indicators of the sector, the firm's activity volume, equity-
debt status should be taken into consideration. Because, it is thought that companies that
declare profits (proportionately) above the profit figures of the sector in which they operate

show a positive performance.

The profit figures, which are generally important in the income statement, are as

follows, in order:

e Gross Profit,
e Operating Profit,
e Net Profit for the Period.

10



1.3.5.1 Gross Profit Margin

Profit from a firm's sales after the discounts, returns, and cost of sales (products,
merchandise, services, and other costs). Gross sales profit is an important indicator in terms
of understanding whether the firm is selling at a loss, cost or profit. There is an impression
that companies with very low gross sales profits or reporting gross sales losses experience
sales pressure. While Calculations the Gross Profit Margin, the profitability figure obtained
as a result of the ratio made by comparing the gross profit with the net sales in the income
statement is considered (Fabozzi et al., 2021).

1.3.5.2 Operating Profit Margin

After deducting operating expenses from gross sales profit, the remaining profit

appears as “operating profit”. The items that make up the operating expenses are as follows:

e Research and Development Expenses(-)
e Marketing, Sales and Distribution Expenses(-)

e General and administrative expenses(-)

Firms monitor depreciation expenses that do not require a fund outflow from time to
time under selling costs and from time to time under operating expenses. The difference only

affects the gross sales profit and does not have any effect on the operating profit.

Operating profit Margin is an important indicator in terms of expressing an opinion
on whether a business can create funds from its activities, as it is the profit after deducting
the expenses related to the activities from the revenue, apart from the sales costs (Barth &
Schipper, 2008).

1.3.5.3 Net Profit Margin

At the end of the period, the profit remaining after all income and expense items of
the firm are taken into account is the net profit for the period. It is the remaining balance
after deducting financing expenses, ordinary and extraordinary expenses from operating
profit, adding ordinary and extraordinary income and finally deducting current tax, if any
(Ryan, 2012).
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The net profit margin, as in other ratios, the relationship between net sales and net
profit for the period is tried to be determined.

1.3.6 Financial Structure Ratios

The ratios used to measure the resource structure and long-term debt solvency of the
enterprise are collected in this group. In other words, they are the ratios used to measure
whether the equity capital of the enterprise is sufficient, the balance of debt and equity within
the resource structure, and what type of current assets or fixed assets the funds created as
equity are used. These ratios are used both in the analysis of whether the principal and
interests of the long-term debts of the enterprise will be paid, and in determining the degree
of utilization from the resources. In order to reach a full judgment about the structure of the

business, analysis of its resource structure and capital adequacy is necessary.

Ratios collected under the heading of financial structure analysis give important clues
about whether the business in question will fulfill its obligations in the event that the business
incurs a loss as a result of normal operations, the value of its assets decreases or the cash

flow estimated for the coming years is not realized.

Financial structure ratios can be multiplied according to needs and can be used
depending on which data is desired to be learned. It is a type of analysis that is generally
made by proportioning the general totals of active and passive accounts and sub-accounts

with each other.

The company can finance its assets from two sources that are equity and liabilities.
When the business finances its assets with high level of equity, its risk decreases and its

financial structure is strengthened.
1.3.7 Efficiency Ratios

Efficiency ratios are the ratios that measure how effectively companies use their
assets in their activities (Besley & Brigham, 2014). In the light of the information provided
by the efficiency ratios, the efficiency and productivity of the company's activities can be
measured. While interpreting this group of ratios, they are compared with industry averages
or companies in the same industry. By the efficiency ratios, when the current and planned

sales are examined, it is determined whether the amount of assets is sufficient or not. A
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company needs capital from banks or other sources to become an asset, and capital has a
cost. Accordingly, if the company has a very high amount of assets, the cost of capital will
be high and this will negatively affect profitability. On the other hand, if the company has a
very low amount of assets, this can lead to a decrease in profitable sales. In this direction,
the company should establish a balance when determining the amount of assets to be owned
and benefit from efficiency ratios while establishing this balance (Sanz Lara et al., 2022).

Table 1. The Formulas of The Financial Analysis

RATIO FORMULA
Current Assets/Current Liabilities
(Current Assets — Invenories)/Current Liabilitie:
Cash + Cash Equivalents/Current Liabilities

Gross Profit/Net Sales
Operating Profit/Net Sales

Net Profit/Net Sales

Net Income/Total Assets

Net Income/Total Equities
Total Liabilities/Total Assets
Total Equity/Total Assets
Total Liabilities/Total Equity
Short Term Liabilities/Total Assets

Long Term Liabilities/Total Assets Long Term Liabilities/Total Assets
Ratio of Short-Term Liabilities to Short Term Liabilities/Total Liabilities
Total Liabilities
Ratio of Long-Term Liabilities to Long Term Liabilities/Total Liabilities
Total Liabilities
Long Term Liabilities Long Term Liabilities
Capitalization Long Term Liabilities + Total Equity
Non-Current Assets/ Capitalization NonCurrent Assets

Long Term Liabilities + Total Equity
Financial Leverage Ratio Total Liabilities /Total Assets
Equity Ratio Total Equity/Total Assets
Efficiency Ratios
Active Turnover Ratio Total Assets/Revenue
Current Asset Turnover Rate Current Assets/Revenue
Stock Turnover Ratio Inventory Average/Cost of Goods
Receivable Turnover Rate Receivables Average/Revenue
Non-Current Assets Turnover Rate NonCurrent Assets Average /Revenue
Equity Turnover Rate Total Equity Average/Revenue

Source: Fabozzi et al., 2021
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2 Literature Review

In this section, firstly, the conceptual framework of financial analysis techniques to
be used in the thesis will be drawn and the usage of these techniques will be given. Then,
information about the sectors in which Amazon operates and the profile and history of the

company in general will be given.
2.1 Financial Analysis

Financial analysis can be defined as the determination of the relationships between
the items in the financial statements and the examination of the trends of these items over
time in order to determine the financial status of a company, its operating results, and the
direction of financial development and to make assumptions about the future of the company
(Kelley et al., 2010). In other words, financial analysis is also defined as the calculation and
interpretation of the connections of the items in the financial statements with each other or
with the sector in order to inform the interest groups with which the company has a
relationship (Herath & Albarqi, 2017).

Financial statements used in financial analysis provide information about companies'
assets, liabilities, equity, income and expenses, profit and loss, changes in equity and cash
flows. A set of general purpose financial statements consists of a statement of financial
position, statement of comprehensive income, statement of changes in equity, statement of
cash flows and notes that summarize important accounting policies and other explanatory
notes. With financial analysis, in the light of the information provided on assets, liabilities,
income-expenses, cash flows and profit-loss, information about the past or current financial
situation of the company is provided, and the strengths and weaknesses of the company in
terms of its financial situation and its activities, as well as opportunities and threats for the

future are determined (Fabozzi et al., 2021).

Financial analysis techniques are used in the analysis process of financial statements.
The data in the financial statements, which are ready for the analysis to be carried out, appear
as a numerical crowd for the people who make the analysis. The data in the financial
statements become simpler and more understandable by using financial analysis techniques.

After determining the relationships between items and the changes between periods through

14



financial analysis techniques, it is possible to interpret the information in the financial
statements (Ryan, 2012).

Financial analysis results can be interpreted in four different ways. The first type of
interpretation is the interpretation of the company's current financial analysis results by
comparing them with the financial analysis results of previous years. In this way, it can be
evaluated whether the change in the financial situation of the company over time is in a good
direction. The second type of interpretation is the interpretation of the company's current
financial analysis results by comparing them with the financial analysis results averages of
similar companies or the sector in which they are located. With the data obtained as a result
of this comparison, it can be determined whether the company has any significant deviations
from its competitors or the industry average. However, the sector average should be used as
a guide, not as a target or goal (Andrijasevic & Pasic, 2014). The third type of interpretation
is the evaluation of financial performance indicators by comparing the targeted and actual
levels. With the data obtained as a result of this comparison, the extent to which the company
performs with its current resources will affect the distribution of budget resources in the next
period. With this situation, which is called performance-based budgeting, it is aimed to
distribute the resources of the company on the basis of performance and in a way that reflects
the priorities of the company. The fourth type of interpretation is the evaluation of the results
obtained by financial analysis by comparing them with the standard values accepted in the
literature. Thus, it can be determined that the result obtained is above or below the expected

by comparison (Kelley et al., 2010).

2.2 Users of Financial Information

Many stakeholders about the company benefit from the financial analysis results in
terms of the financial information they want to reach. These segments related to the company
are defined as financial information users, decision makers or interest groups. Financial
information users in terms of relationship with the company; It is divided into two groups as
internal and external financial information users. Internal users of financial information;
consists of partners, managers and employees. External users of financial information;
potential investors, the government, credit institutions, buyers, sellers, competitor
companies, researchers, non-governmental organizations, the public and consumers (Laux,
2012)
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Partners are defined as real or legal persons who contribute to the capital of the
company. Partners provide capital to the company by taking a certain risk for profit. By
using the financial statements of the company, the partners understand whether the
mentioned profit expectations can be met, whether the financial situation of the company is
successful, whether the company can achieve its goals. On the other hand, the partners also
benefit from the financial statements in order to evaluate the dividend distribution policy and
solvency of the company, and to make decisions about holding, increasing or decreasing
their capital shares (Barth & Schipper, 2008).

Managers manage the company's tangible assets and human resources so that the
company can achieve its goals. While preparing the budget and plan in order to continue the
company's activities, the managers make significant use of the company's past data prepared
by the accounting information system. In addition, they evaluate the extent to which the
planned targets of the company have been achieved by using the data in the financial
statements (Al-Marzooqi & Nobanee, 2020).

Employees receive a certain amount of wages for the time they give to the company.
Wages mean income for employees and costs for the company. Accordingly, there may be
disagreements between the company and the employees. Employees; they expect the
company they will provide services to have the economic power to meet their wages and
social rights. Therefore, they use the information in the financial statements in order to
decide that the company has a balanced and profitable financial performance that will meet

this expectation (Revsine et al., 1999).

Potential investors, the company they will invest in; they learn about earning power,
continuity, market value of stocks, status of current assets and profit distribution policy by
using the data in financial statements. Investors examine how management provides
resources and manages its resources in order to make the right investment decision. The
company's historical financial data is generally the most important source of information for

investors in deciding whether to invest in securities (Gibson, 2012).

Credit institutions; banks, participation banks, investment banks, financial leasing
companies and factoring companies. While continuing their activities, companies benefit not
only from own resources but also from foreign resources. Companies need foreign resources

to be provided by credit institutions in order to expand their business volumes, meet their
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capital needs and finance their new investments. Credit institutions examine the financial
structures of companies in order to understand whether the loan they provide will be
returned. For this reason, credit institutions benefit from the past financial information
created by the companies' accounting information system. Credit institutions need the
company's financial information during the loan allocation phase and the credit risk
continues mostly (Gibson, 2012).

The government uses the data in the financial statements in order to reach the tax-
related information of the company. The government analyzes the financial statements in
order to audit the accuracy of the tax returns and evaluate the appropriateness of the reported
amounts (Gibson, 2012).

Buyers who demand to buy large-scale goods from companies use financial
statement data to understand whether the company has the volume of goods that can meet
their demand. Sellers, on the other hand, benefit from the data in the financial statements of
the companies in question in order to understand whether the companies to which they will

sell large-scale goods or services have the ability to pay (Revsine et al., 1999).

Consumers are an environment that companies attach importance to because they are
the segment addressed by companies. Consumer satisfaction and brand loyalty are very
important for companies. Consumers may want to examine companies that meet their
demands in order to understand the production and delivery of goods or services.
Researchers, on the other hand, may need to examine the data in the financial statements of
the companies in the country or in the researched sector in order to analyze the data in the

field of macroeconomics or on a sectoral basis (Revsine et al., 1999).

Competitors examine the financial situation of other companies in the sector while
determining their own sales and marketing policies according to their competition policies.
For this reason, companies benefit from the data in the financial statements of rival
companies. Society, on the other hand, may need financial statement data of important
companies in order to obtain information. The financial situation, profitability, taxes paid,
the number of employees and the wages paid to the employees of the companies can

significantly affect the economy and society of the country (Faello, 2015).
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2.3 Information about the Company and its Markets

2.3.1 Profile of Amazon Company

Amazon, Inc. (Incorporated), as one of the e-retail companies operating in the United
States, that is, companies that sell their products and services via the internet, is the largest
e-retailer in the world by sales volume. Amazon was founded in 1994 in Seattle, USA, and
entered the market in July 1995. Today, Jeff Bezos is recognized as "the most brilliant
reformer of modern commerce “and as a man and businessman who “methodically and
resolutely came up with a new business model for the Internet Age" (Spector, 2008).
Amazon started its book selling business in a garage in 1995. A few years after its founding,
in 1999, Amazon had become "a huge supermarket offering the widest range of products in
the world™ and "the name Amazon became a popular culture brand recognized by 55 percent
of the population (USA)” (Wang, 2021). Amazon has grown at a very fast pace. Today
Amazon continues to grow at a truly "geometric progression” pace. The number of
employees at Amazon, which employed 306,800 people in 2016, reached 382,400 people in
June 2017 and 541,900 people in August 2017, just three months later. This number has
exceeded 1.5 million by 2021. Sales volume of 147 million dollars in 1997 reached 469
billion dollars by 2021 (Wang, 2021).

Amazon Company is in competition with its competitors in many sectors. Among
these sectors, retail, distribution, logistics, informatics and e-commerce sectors are the main
ones. Amazon is a sector leader both among the giants of the retail industry and in the field
of e-commerce. In this respect, the retail industry, which constitutes a large part of its

turnover, will be discussed while making the financial analysis of Amazon.
2.3.2 Retail Market

The retail sector has made a significant progress in the last 20 years due to the shift
of marketing approach from product to consumer and the developments in technology and
competition in the sector has gradually increased. Conceptually, retailing is defined as the
whole of activities for the sale of goods and services directly to the final consumer for

personal and family use (Dahana et al., 2019).
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Looking at the global retail industry, according to Deloitte's 2022 report, the total
turnover of the largest 250 retail companies is $5.1 trillion. The figure showing the
percentage of change in the growth and net profit margins of these companies between the
years 2016-2020 is presented below. In 2020, the revenue growth rate is 5.2%, and the net
profit margin growth rate is 3.3% (Deloitte, 2023).

Figure 1. Five-year growth and profitability of Top 250 retailers in Global Powers of
Retailing reports
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Source: Deloitte, 2023

Amazon is in the second place in the retail sector after Wallmart and is the fastest

growing retail company in the last 5 years.

E-commerce, which has developed rapidly in the world in recent years, has brought
about changes in the way people shop and the business and service style of businesses. Retail
e-commerce transaction volume reached $5.2 trillion in 2020 (Statista, 2023). Investment
bank Goldman Sachs predicts that this rapidly growing volume of growth will continue

exponentially in the coming years. eBay, Amazon and Alibaba, which are the leading sites
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in the e-retail field, have achieved a constantly improving performance chart by doing very
successful works in this sector, and have achieved great income in the retail sector with more

than a thousand suppliers and more than millions of customers (Wang, 2021).

According to the Deloitte 2022 retail report, the 10 companies with the highest
turnover from retail sales globally and the turnover information of these companies are

presented below.

Table 2. 2020 Revenues of Top 10 Global Retailers

2020 Name of 2020 Parent Countries of
Retail Company Retail Company/ Operation

Revenue Revenu Group
Rank e Revenue
(US$M) (US$M)

1 Walmart Inc. 559,151 559,151 Hypermarket/
supercenter
Amazon 213,573 386,064  Non-Store 21
3 Costco 166,761 166,761 Cash & carry/ 12
Wholesale Warehouse
Corporation club
Schwarz Group 144,254 145,064 Discount store 33
S The Home 132,110 132,110 Home 3
Depot, inc. Improvement
The Kroger Co. 121,620 132,498  Supermarket 1
7 Walgreens 117,705 139,537 Drug 9
Boots Alliance. store/pharmacy
Inch.
Aldi Einkauf 117,047 117,047 Discount store 19
GmBH & Co.
. jo.com, Inc. 94,423 108,028  Non-store 1
10 Target 92,400 93,561 Discount 1
Corporation Department
Store

Source: Deloitte, 2023
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The revenue and net income and revenue growth data of the top 10 retail companies are

shown below.

Table 3. The Data of Revenue and Net Income Growth of Top 10 Global

Retailers

Name of company 2015-2020 2020 retail 2020 net profit

Retail Revenue  revenue growth margin'
Growth'

Walmart Inc. 30% 6.7% 2.5%

Amazon 21.9% 34.8% 5.5%

3 Costco Wholesale 75% 9.2% 2.4%
Corporation

Schwarz Group 7.8% 10.0% n/a

The Home Depot, inc. 33% 19.9% 97%

The Kroger Co. 3.7% 82% 20%

7 Walgreens Boots 5.6% 1.5% 0.3%
Alliance. Inch.

Aldi Emkauf GmBH & 58% 8.1% n/a

‘ jo.com, Inc. 312% 27.6% 6.6%
Target Corporation 4.6% 198% 4.7%

Source: Deloitte, 2023

On the other hand, Amazon's retail operation only on the internet has made Amazon
a leader in the e-commerce sector as well. Amazon, which makes online sales to 21 countries
globally, also has an enormous distribution network with its Fulfillment centers and
warehouses in the countries where it operates. Although internet commerce has been a fast-
growing industry for the last 10 years, it has started to get ahead of traditional retailing after
the Covid 19 pandemic. The size of the e-commerce sector, which was 1,336 billion dollars
in 2104, showed a fourfold growth and reached 5,211 billion dollars in 2021. It is predicted
that this growth will continue and reach 8,148 billion dollars in 2026 (Statista, 2023).
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The change in the market size of the e-commerce part of the retail sector by years
and the market growth predicted until 2026 are shown below.

Figure 2. Retail E-Commerce Sales Worldwide (Billion US Dollars)
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Amazon is the world leader in e-commerce. In terms of company size, it has more
than four times the size of its closest global competitor, Alibaba.com. Alibaba's 2021

turnover was $109 hillion, while Amazon's e-commerce turnover was $468 billion.

In addition to its online storefronts, Amazon also earns profit from its retail stores,
third-party merchant services, subscription services, and AWS. 51 percent of Amazon's total
revenue derives from its online shops, which account for the majority of its net sales. The
company's third-party seller services represent the second major source of revenue after that.

This covers commissions, shipping costs, and other fulfillment costs.

The 10 companies with the highest market share in e-commerce according to 2021

data are shown below.
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Figure 3. Top 10 E-Commerce Companies by Revenue (billion dollars)
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In terms of revenue, Amazon is currently by far the biggest e-commerce firm in the
world. In terms of sales, it's even competing with Walmart for the title of largest corporation
in the world and is set to overtake the retail behemoth shortly. Amazon came in second to
Walmart in terms of sales in 2021 with $470 billion, but historically, Amazon has seen far
higher growth.

Amazon outperforms Walmart in terms of gross merchandise volume (GMV) thanks
to its 3rd marketplace, which now accounts for the bulk of site sales, but it behind Chinese
e-commerce major Alibaba in that area. AWS, cloud computing, database, storage, and other
services account for 10-15% of the remaining income, followed by 5% from advertising
services. The firm obtains around 80% of its overall revenue from its physical and digital

retail activities.
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3 PRACTICAL PART
3.1 Horizontal Analysis

In the evaluation of horizontal analysis, a method in the form of horizontal analysis
of current and fixed assets, short-term and long-term liabilities, shareholders' equity and
income statement, respectively, has been followed, starting from the top of the balance sheet.

3.1.1 Current Assets

The change in the current assets of the company between 2012 and 2021 is shown in
the table below.

Table 4. Change in Current Assets (2012-2021) of Amazon

Annual Data Cash On Hand  Receivables Total Current Assets

Millions of US$
2012 $11,448 $3,817 $6,031 $21,296
2013 $12,447 $4,767 $7,411 $24,625
2014 $17,416 $5,612 $8,299 $31,327
2015 $19,808 $5,654 $10,243 $35,705
2016 $25,981 $8,339 $11,461 $45,781
2017 $30,986 $13,164 $16,047 $60,197
2018 $41,250 $16,677 $17,174 $75,101
2019 $55,021 $20.816 $20.497 $96,334
2020 $84,396 $24,542 $23,795 $132,733
2021 $96,049 $32,891 $32,640 $161,580
Source: SEC, 2023

Inventory

When we look at the current assets of Amazon between 2012 and 2021, it is seen that
there is an increase of about 8 times. Its current assets, which were 21 billion US$ in 2012,
reached 161 billion dollars in 2021. Despite a 5-fold increase in inventory, cash volume

increased approximately 9 times and receivables increased approximately 10 times.

It is seen that there has been a significant increase in the current assets of the company
within 10 years. It is seen that the current assets, which have been in a regular increasing

trend in 10 years, have experienced a rapid increase since 2019. While the increase in
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receivables and inventory are close to each other, it is understood that the company's cash

on hand assets have increased by almost two times in the last two years.
3.1.2 Total Assets

When the table given below is examined, it is seen that there has been an increasing
trend in Amazon's total assets since 2012, and a total asset of 420 billion dollars have
occurred by 2021. The figure showing the total asset change over the last 10 years is shown

below.

Table 5. Change in Total Assets (2012-2021) of Amazon

Annual Data Millions of US$ Total Assets

540159
64747
s22402
Source: SEC, 2023

When the change in the total assets of the company is analyzed, a significant increase
is observed in the last 10 years. It is seen that the total assets, which were 32 billion dollars
in 2012, reached the level of 420 billion dollars by 2021. Again, as in current assets, it is

seen that there has been a nearly two-fold increase after 20109.
3.1.3 Short-Term Liabilities

The data of the company's short-term liabilities between 2012 and 2021 and the
change are shown in the table below. Amazon's short-time assets also rose in line with the
company's growth. It is seen that the increase especially in the last 3 years is quite high. The
short-term liabilities of the Amazon Company were around 19 billion dollars in 2012, and
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by 2021, this number has reached the level of 142 billion dollars. The figure showing the
change in the company's short-term liabilities in the last 10 years is shown below.

Table 6. Change in Short Term Liabilities (2012-2021) of Amazon

Annual Data Millions of US$ Short Term Liabilities
2012 $19.002
2013 $22,980
2014 $42,948
2015 $33,887
2016 $43,816
2017 $57,885
2018 $68,391
2019 $87,810
2020 $126,385
$142,266

2021
Source: SEC, 2023

It is observed that the company's short-term liabilities are directly proportional to the
growth rate of its assets, and there is a growth trend here as well.

3.1.4 Long Term Liabilities

A long-term liability is a debt incurred as a result of a past occurrence that is not
payable within a year of the balance sheet's date. It is seen that the long-term liabilities of
the company have showed a significant increase in the last 10 years. When the table above
is examined, it is seen that the company has entered into a long-term liability of
approximately 100 billion dollars in the last 4 years. This situation also shows that the
company has made a big increase in its long-term investments in the last 4 years. The figure

below is showing the change of long term liabilities within last 10 years.

When the long-term liabilities of the company are analyzed, it is seen that there has
been a great increase especially since 2016, and from 2019 to 2021, as in other metrics, there

has been a tremendous increase in long-term liabilities.

The data on the long-term liabilities of the company are shown below.
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Table 7. Change in Long Term Liabilities (2012-2021) of Amazon

Annual Data Long Term Debt Other Non-Current Total Long Term

Millions of US$ Liabilities Liabilities

$3,064 $2,277 $5,361
$3,191 $4,242 $7,433
$8,265 $7,410 $15,675
$8,227 $9,249 $17,476
$7,694 $12,607 $20,301
$24,743 $20.975 $45,716
$23,495 $17,563 $50,708
$23,414 $12,171 $75,376
$31,616 $17,017 $101,406
$48,744 $23,643 $140,038

Source: SEC, 2023

3.1.5 Equities

As in other financial indicators of Amazon company, there has been a rapid increase
in equity values in the last 10 years. The company's equity, which was 8 billion dollars in
2012, increased tremendously to 138 billion dollars in 2021. The rapid rise, especially since
2019, has increased the company's equity more than doubled in two years. The company's

equity data between 2012 and 2021 are shown below.

When the table below is examined, it is seen that the equities of the company have
increased from 8 billion dollars to 138 billion in the last 10 years. Equity has increased by
130 billion in 10 years. The 10-year equity’s change graph is shown below. In the last 10
years, Amazon has greatly increased its revenues with its investments in products and
services such as cloud communication services (AWS), digital advertising and Amazon
Prime, resulting in a significant increase in the company's equity. In addition, we see that the
company has expanded globally in these years. Amazon's expansion activities as well as
strategic acquisitions have also been effective in the growth of the company. It is a fact that
besides the growth caused by the return of investments made by Amazon, the Covid 19
process also has a significant benefit in the development of e-commerce sites. Due to the
restrictions applied in this period, consumers' orientation to online shopping was effective in
Amazon's rapid growth in this period.
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Table 8. Change in Shareholders Equities (2012-2021) of Amazon

Annual Data Millions of US$ Shareholder Equity

Source: SEC, 2023

There is a serious increase in the company's 10-year equity data, as in the values of
assets and liabilities. It is seen that the equity value, which was 8 billion dollars in 2012,
reached 138 billion dollars by 2021 with an increase of almost 15 times. As can be seen from
the figure above, the equity value of the company has increased exponentially, especially
since 2019.

3.1.6 Sales and Profit

When the revenue and profit rates of the Amazon Company are examined, it is seen
that the company has very low net profits from 2012 to 2021. The rise in revenues,
particularly in 2020 when interest in online shopping grew as a result of more stringent

regulations throughout the world, may be credited to the company's higher net income.

Also, the rise in net income can be attributed to Amazon's foreign business now
making a profit as opposed to previous years when it was only losing money. This situation
resulted from both the profit margin applied by the company and the operating expenditures.
However, it is seen that significant increases in both the turnover and net profit of the
company have occurred since 2018. The change in the sales and profit values of the company
is presented below in table.
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When the table below, which shows the turnover, cost of goods and profit of the
company, is examined, it is seen that there has been an 8-fold increase in revenue, a 6-fold
increase in costs, a 40-fold increase in operating profit, and net profit from negative to 33
billion dollars.

Table 9. Change in Revenue and Incomes (2012-2021) of Amazon (Million USD)

Annual Data Revenue Cost Of Gross Profit Operating
Millions of Goods Sold Income

US$

2012 $61,093 $45,971 $15,122 $676 -$39

2013 $74,452 $54,181 $20.271 $745 $274
2014 $88,988 $62,752 $26,236 $178 -$241
2015 $107,006 $71,651 $35,355 $2,233 $596

2016 $135,987 $86,265 $47,722 $4,186 $2,371
2017 $177,866 $111,934 $65,932 $4,106 $3,033
2018 $232,887 $139,156 $93,731 $12,421 $10,073
2019 $280,522 $165,536 $114,986 $14,541 $11,588
2020 $386,064 $233,307 $152,757 $22,899 $21,331

2021 $469,822 $272,344 $197,478 $24,879 $33,364

Source: SEC, 2023

While the net profit of the company was negative in 2012, it is seen that it reached
33 billion dollars in 2021. The enormous increase in all the values of the company, especially

in the last 3 years, draws attention.

3.2 Vertical Analysis

While performing the vertical analysis of the Amazon company, firstly, the
proportional changes of all asset data according to the total assets will be included, and then
the change in the place occupied by the company's liabilities within the total liabilities will

be examined.
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3.2.1 Vertical Analysis of Assets

Information on the proportional change in the total assets of the company's asset

values between 2012 and 2021 is presented below.

Table 10. Vertical Analysis of Assets (2012-2021) of Amazon (%)

Total
Current
Assets
Property,
Plant, And
Equipment
Goodwill
And
Intangible

Other Long-
Term Assets

Total Long-
Term Assets

Total Assets

31.0
11. 11.9
185 185
654 61.3
217 273
78 6.6
51 438

34.6

100 100

Source: Own Calculations
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23.6

10.0

12.2

45.8

35.7

10.2

6.8

54.2

100

254

10.3

10.6

46.2

38.0

8.9

6.9

53.8

100

244

9.2

9.1

42.8

32.3

6.6

7.2

57.2

100

2020 2021

26.3 22.8

76 7.8

74 7.8

41.3 384

38.1

35.2

47 37

71 65

61.6

58.1

100 100

The company's assets within its total assets are examined, it is seen that there has

been a regular decrease in its current assets since 2012, while an increase in its long-term

assets. The ratio, which was approximately 35-65 percent in favor of current assets in 2012,

changed completely in favor of long-term assets at a rate of 62-38 percent in 2021.
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3.2.2 Vertical Analysis of Liabilities

Information on the proportional change in the total liabilities of the company between
2012 and 2021 is presented below.

Table 11. Vertical Analysis of Liabilities (2012-2021) of Amazon (%)

Annual 2012 2013 2014 2015 2016 2017 2018 2019 2020
Data

Millions of

US$

Total 41.56 55.48
Current

Liabilities

Sl 12.58 10.49 18.89 16.02 12.00 23.88 19.73 1435 13.88 17.27
Debt

@l d\elsey 9.35 13.95 16.93 18.01 19.66 20.25 1475 7.46 7.47 8.38
Current

Liabilities

il NEo s 22.00 2444 186 34.02 31.66 44.13 4258 46.19 4452 49.61
Term

Liabilities

Total 100 100 100 100 100 100 100 100 100 100
Liabilities

Source: Own Calculations

When the company's liabilities are analyzed proportionally, it is seen that there is a
similar picture to its assets. It is observed that the company gradually reduced its short-term
liabilities by taking on more long-term liabilities within 10 years. While there was a ratio of
78-22 percent in favor of short-term liabilities in 2012, this ratio increased to approximately
50-50 in 2021.

3.3 Ratio Analysis

As mentioned before, ratio analysis makes it possible to make evaluations on various
issues by comparing the financial data of the firm with each other. Ratio analysis is the most
used analysis type in terms of both the number of analyzes and the importance of the results.
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Ratio analysis of Amazon financial statements and balance sheets will be carried out
in accordance with this classification;

e Liquidity Analysis,
e Profitability Analysis,
e Financial Structure Analysis,

e Efficiency Analysis.
3.3.1 Liquidity Analysis
3.3.1.1 Current ratio

As explained in detail in other sections, a firm's current ratio is obtained from the
ratio between its short-term liabilities and current assets. In this way, it is understood to what
extent the company can meet its short-term liabilities with its current assets. The short-term

liabilities and current assets of Amazon between 2012 and 2021 are shown below.

Figure 4. Short term Liabilities and Current Assets (2012-2021) of Amazon

(Billion USD)
$180
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$140
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$100
$80
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2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Total Current Assets Total Current Liabilities

Source: Own Calculations

When the figure above is examined, it is seen that the total current assets and total
current liabilities, which were close to each other until 2017, started to diverge in favor of
current assets in the last 5 years. This shows the positive development in the financial

performance of the company in the last 5 years.
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Table 12. Current Ratios (2012-2021) of Amazon

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

off=es 1.12 1.07 1.12 1.05
Ratio

1.04 104 110 110 105 114

Source: Own Calculations

It is seen that the current ratios of Amazon has been in the range of 1.04-1.14 between
2012 and 2021. It is seen that it is the lowest in 2015 and 2016, and the highest in 2021.
These values show that the company is able to meet its short-term liabilities with its current
assets. Although the current ratio value is very close to 1 in 2016 and 2017, the company has
not faced any risk in terms of current ratio in the last year.

3.3.1.2 Acid Test Ratio

The Acid Test Ratio, which is calculated by subtracting inventory from current assets
and proportioning them with short-term liabilities, is a clearer indicator as current assets

become liquid and eliminate the risk of inventories turning into cash.

The calculated acid test ratio information of Amazon is presented below.

Table 13. Acid Test Ratios (2012-2021) of Amazon

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

0.80 0.75 082 0.75 078 0.76 0.8 086 0.86 0.91
Ratio

Source: Own Calculations

In general, it is desired that the acid test ratio is 1 or above 1. However, it is seen that
the acid test ratio ratios of the Amazon company are below 1 over a 10-year period. This
shows that the company cannot meet its short-term liabilities without converting the products

in its inventory into cash.
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3.3.1.3 Cash Ratio

Cash Ratio is a ratio that shows the extent to which companies can meet their short-
term liabilities with the cash they have. The cash ratios calculated for the last 10 years of the
Amazon Company are presented below.

Table 14. Cash Ratios (2012-2021) of Amazon

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

0.54 051 056 055 057 051 055 057 064 0.59
Ratio

Source: Own Calculations

Ideally, the cash ratio should be in the range of 0.5-1. It is seen that Amazon's cash
rates for the last 10 years are generally above 0.5. It is also noteworthy that in the last 3
years, it has increased compared to other years.

3.3.2 Profitability Analysis
3.3.2.1 Gross Profit Margin

Gross Profit Margin shows the amount remaining after the company's product costs
are subtracted. Since the margin that the company puts on the products it sells affects all
other profits, it provides convenience in terms of understanding the investment and budget

of the company in future years.

When an organization has paid for its goods and services, the gross profit margin
calculates the percentage of sales per dollar that is left over. If the cost of sales is minimal,

the bigger the ratio, the better it is for the form.

In addition, the remaining burden revenues also cover expenses such as R&D and
operating expenses after the product costs. The table showing total revenue and product costs

of Amazon between 2012 and 2021 are shown below.
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Table 15. Revenues, Cost of Sales and Gross Profit (2012-2021) of Amazon

Revenue Cost Of Goods Sold Gross Profit
$61,093 $45,971 $15,122
$74,452 $54,181 $20.271
$88,988 $62,752 $26,236
$107,006 $71,651 $35,355
$135,987 $86,265 $47,722
$177,866 $111,934 $65,932
$232,887 $139,156 $93,731
$280,522 $165,536 $114,986
$386,064 $233,307 $152,757
$469,822 $272,344 $197,478
Source: SEC, 2023

Looking at the company's revenue, cost of goods and Gross Profit values since 2012,
it is seen that revenue has increased 7.7 times, cost of goods 5.9 times and gross profit 13
times in 9 years. Looking at these values, it is seen that the company has made a significant
increase in its profit margin in the last 9 years. The Gross Profit Margin ratios applied by the

company between 2012 and 2021 are given in the table below.

Table 16. Gross Profit Margins (2012-2021) of Amazon

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

€lfos 1 024 026 029 031 032 035 035 036 034 037
Profit
Margin

Source: Own Calculations
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Gross Profit Margin shows how much profit the company puts on the product costs
and the profit rates it derives from the products it sells. It is seen that the company's gross
profit margin ratios have been in an increasing trend since 2012. The company, which had a
profit margin of 24% in 2012, increased this rate to 37% in 2021.

3.3.2.2 Operating Profit Margin

Operating Profit Margin is the ratio obtained by deducting the operating expenses of
the company. By this ratio, which is obtained by dividing the operating profit by the total
revenue, it can be observed to what extent the expenses incurred by the company during its
activities, excluding product expenses, are effective. Amazon's Revenues and operating
expenses for the last 10 years are shown below.

Table 17. Revenues, Operating Expenses and Operating Profit (2012-2016) of
Amazon

Revenue CoG R&D SG&A Other  Operating Operating
Sold Expenses Expenses Income  Expenses Income

o]
Expenses
A0 $61,093 $45,971  $4,564 $9,723 -$159 $14,446  $676

VRS $74,452 $54,181  $6,565 $12,847 -$114 $19,526  $745
U5 $88,988  $62,752  $9,275 $16,650 -$133 $26,058  $178

U $107,006 $71,651 $12,540 $20.411 -$171 $33,122  $2,233
2 $135,987 $86,265 $16,065  $27,264  -$167 $43,536  $4,186

ZAIVA $177,866 $111,934 $22,620  $38,992  -$214 $61,826  $4,106

S $232,887 $139,156 $28,837  $52,177  -$296 $81,310  $12,421

Uil $280,522 $165,536 $35,931  $64,313  -$201 $100,445 $14,541
0Pl $386,064 $233,307 $42,740  $87,193  $75 $129,858  $22,899

PAOPKES $469,822 $272,344 $56,052  $116,485 -$62 $172,599  $24,879

Source: SEC, 2023
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When the table is examined, it is seen that although the turnover of the company has
increased 7.6 times in the last 9 years, there has been an increase of 12 times in R&D
expenditures and 11 times in SG&A expenditures. However, it is seen that the company's
operating profit has increased tremendously, especially since 2018. The operating Profit
Margin values of the company are calculated and shown in the table below.

Table 18. Operating Profit Margins (2012-2021) of Amazon

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

0.05

Ol eiely 0.01  0.01 0.02 0.02 0.03 0.02 005 0.05 0.06

Profit

Margin

Source: Own Calculations

When the operating profit margin of Amazon examined, it is observed that the
profitability after operating expenses remained quite low, especially in the 2012-2015 period
due to SG&A and R&D expenses. However, it is seen that it has increased to the level of 5%

in the last 4 years.
3.3.2.1 Net Profit Margin

The company after all expenditures knows the income left as net profit. The net profit
of the company is an important indicator of the company's growth rate, tax payments and
non-operating expenses, and ultimately what the company's income can be used in the
coming years. Net profit is also the amount that the company can give to its stakeholders or

add to its capital.

The outcomes are always better the higher the net profit margin of the organization.
A company's performance in terms of its earnings from sales is often measured by its net
profit margin. For this reason, the primary values that the stakeholders who want to get
information about the company look at are the net profits of the companies. The net profit
margin is the profit rate that the company ultimately obtains after all its income and expenses.
The table showing the revenue, non-operating expenses and net income of the Amazon
between 2012 and 2021 is presented below.
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Table 19. Taxes, Non-Operating Expenses and Net Profit (2012-2016) of

Amazon

Revenue Total Pre-Tax Income Income Cont. Net
Non- Income  Taxes  After Opr. Income
Operatin Taxes Income
g Income
$61,093  -$132 $544 $428  $116  -$39 -$39

$74,452  -$239 $506 $161  $345  $274  $274
$88,988 - $289 $.111 $167  -$278 -$241  -$241
$107,006  -$665 $1,568  $950  $618  $596  $596
$135,987  -$294 $3,892  $1,425 $2,467 $2,371 $2,371
$177,866  -$300 $3,806  $769  $3,037 $3,033  $3,033
$232,887  $1,160 $11,261  $1,197 $10.064 $10,073 $10,073
$280,522  -$565 $13,976  $2,374 $11,602 $11,588 $11,588
$386,064  $1,279 $24,178  $2,863 $21,315 $21,331 $21,331
$469,822  $13,272  $38,151  $4,791 $33,360 $33,364 $33,364

Source: SEC, 2023

When we look at the table above, it is seen that the increase in the net profit of the
company was at a remarkable rate especially in 2016 and 2018. The net profit of the company
increased approximately 4 times in 2016 and 3 times in 2018. In addition to this, it is seen
that there is a regular increase in net profit, which will be approximately 10 billion dollars
every year between 2018-2021. The calculated net profit margin values of the company are

shown below.

Table 20. Net Profit Margins (2012-2021) of Amazon

2012 2013 2014 2015 2016 2017 2018 2019 2020

)58 -0.0006 0.0037 -0.0027 0.01 0.02 0.02 004 004 0.06 0.07
Profit
Margin

Source: Own Calculations
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It is seen that Amazon's net profit values were also negative until 2015, but increased
from 2015. It is reached 7% in 2021. In particular, it is observed that the company's non-
operating income and income from its ongoing operations increased during these dates, and
thus, the net income value of the company exceeded the operating income value in the last
3 years.

3.3.2.2 Return on Equity

This ratio, which expresses how efficiently the company's equity is used, shows how
many units of profit are obtained with 1 unit of equity. The table of ROE between 2012 and
2021 with the capital values and income values of the Amazon Company is shown below.

Table 21. Net Income, Equity and ROE (2012-2021) of Amazon

Net Income Equities ROE
-$39 $8,192 -0.0048
$274 $9,746 0.03
-$241 $10,741 -0.02
$596 $13,384 0.04
$2,371 $19,285 0.12
$3,033 $27,709 0.11
$10,073 $43,549 0.23
$11,588 $62,060 0.19
$21,331 $93,404 0.23
$33,364 $138,245 0.24

Source: Own Calculations

It is seen that the ROE values of the company were at a negative level until 2015, as
in other profitability ratios, but increased from 2015 to 24% in 2021.

3.3.2.1 Return of Assets

ROA value is a value that shows the success of the company in using its assets. This
value, which is obtained by dividing the net profit obtained by the total assets, shows the
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ratio of the net profit to the assets. Amazon's net profit and total assets and ROA for the years
2012-2021 are shown below.

Table 22. Net Income, Total Assets and ROA (2012-2021) of Amazon

Net Income Total Assets ROA
-$39 $32,555 -0.0012
$274 $40,159 0.01
-$241 $54,505 0
$596 $64,747 0.01
$2,371 $83,402 0.03
$3,033 $131,310 0.02
$10,073 $162,648 0.06
$11,588 $225,248 0.05
$21,331 $321,195 0.07
$33,364 $420,549 0.08

Source: Own Calculations

It is seen that the ROA values of the Amazon Company have been negative until
2015, and have been on the rise since 2015. As of 2021, it is at the level of 0.24.
3.3.3 Financial Structure Ratios

3.3.3.1 Financial Leverage Ratio

Financial leverage ratio is found from the ratio between the total liabilities of the
company and the total assets. In general, the low financial leverage ratio is considered as an

indicator that the firm's financial structure is reliable.

The financial leverage ratios of Amazon Company calculated between 2012 and 2021

are shown below.
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Table 23. Total Liabilities, Total Assets and Financial Leverage Ratios (2012-
2021) of Amazon

Total liabilities Total Assets Financial

Leverage Ratio

2012 $24,363 $32,555

$30,413 $40,159 0.76
$43,764 $54,505 0.8
$51,363 $64,747 0.79
$64,117 $83,402 0.77
$103,601 $131,310 0.79
$119,099 $162,648 0.73
$163,186 $225,248 0.72
$227,791 $321,195 0.71

2021 $282,304 $420,549 0.67

Source: Own Calculations

It is observed that the financial leverage ratio of the company has been at a high rate
in the last 10 years, but has decreased in the last 4 years compared to other years. As of 2021,

it is seen that the ratio of the total liabilities to its total assets is around 67%.
3.3.3.2 Equity Ratio

Equity is the second source after foreign resources in funding the assets of
companies. For this reason, knowing at what rate the assets are covered from equity is also
important in terms of understanding the financial structure of the companies. The equity
ratio, which indicates the proportion of capital used that is entirely funded by shareholders'
equity, is a complement to the total debt ratio. The ratios of debt to equity add up to one. The

equity ratio is determined by dividing the company's equity by its assets.

The equity ratios of the Amazon Company were realized as follows between 2012
and 2021. The equity ratio is the exact opposite of the financial leverage ratio as a percentage.
Therefore, it is seen that the shareholders' equity in the total assets of the company has been
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in the range of 20%-33% in the last 10 years and has increased in the last 4 years compared
to other years.

Table 24. Total Equities, Total Assets and Equity Ratios (2012-2021) of Amazon

Total Equities Total Assets Equity Ratio
$8,192 $32,555 0.25
$9,746 $40,159 0.24
$10,741 $54,505 0.2
$13,384 $64,747 0.21
$19,285 $83,402 0.23
$27,709 $131,310 0.21
$43,549 $162,648 0.27
$62,060 $225,248 0.28
$93,404 $321,195 0.29
$138,245 $420,549 0.33

Source: Own Calculations
3.3.3.3 Debt Ratio

The ratio of resources in the company's assets was examined in the financial leverage
ratio and equity ratio. The relationship between these resources is also considered in the debt
ratio. The relationship between liabilities and equity is calculated in the debt ratio. A statistic
called the debt ratio calculates a company's overall debt as a proportion of its asset value.
The solvency of the business may be determined by looking at the debt-to-total-assets ratio,

interest income, and the coverage of cash debt.

A high ratio of debt suggests that a business is heavily leveraged and may have taken

on more debt than it can comfortably repay.

The indebtedness rates of the Amazon Company in the last 10 years are shown below.
As can be seen from the table given above, it is seen that the Amazon Company mostly
provides its resources from foreign sources. However, in the last 4 years, this rate shows that
there has been a slight shift to the equity side.
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Table 25. Total Equities, Total Assets and Debt Ratios (2012-2021) of Amazon

Total Equities Total Liabilities Dept Ratio

2012 $8,192 $24,363 2.97
2013 $9,746 $30,413 3.12
2014 $10,741 $43,764 4.07
2015 $13,384 $51,363 3.84
2016 $19,285 $64,117 se
2017 $27,709 $103,601 3.74
2018 $43,549 $119,099 2.73
2019 $62,060 $163,186 2.63
2020 $93,404 $227,791 2.44
2021 $138,245 $282,304 2.04

Source: Own Calculations
3.3.3.4 Short Term Liabilities/Total Assets

This ratio shows us how much space short-term liabilities take up in total assets. The
ratio of short-term debt to total assets indicates the proportion of the company's total assets
that are funded by loans and financial obligations with maturities of one year or less. The
ratio of Amazon's short-term liabilities to total assets in the last 10 years is shown below.

Table 26. Short Term Liabilities / Total Assets (2012-2021) of Amazon

Short Term Total Assets Short Term
Liabilities Liabilities ./ Total
Assets

2012 $19.002 $32,555 0.58
2013 $22,980 $40,159 0.57

$28,089 $54,505 0.52
$33,887 $64,747 0.52
$43,816 $83,402 0.53
$57,883 $131,310 0.44
$68,391 $162,648 0.42
$87,812 $225,248 0.39
$126,385 $321,195 0.39

2021 $142,266 $420,549 0.34

Source: Own Calculations
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It is seen that the company's short-term liabilities occupy an important place in its
total assets, but this ratio is on a regular basis from 2012 to 2021. It is seen that the rate,
which was 58% in 2012, decreased to 34% in 2021.

3.3.3.5 Long Term Liabilities/Total Assets

This ratio is used to understand how much of a company's total long-term liabilities
take up in their total assets. A measure of the proportion of a company's assets funded by
long-term debt, which includes loans and other financial commitments lasting longer than
one year, is the long-term debt-to-total-assets ratio. The table showing the situation of
Amazon's total liabilities between 2012 and 2021 in its total assets is shown below.

Table 27. Long Term Liabilities / Total Assets (2012-2021) of Amazon

Long Term Total Assets Short Term
Liabilities Liabilities ./ Total

Assets

2012 $5,361

$7,433 $40,159 0.19
$15,675 $54,505 0.29
$17,476 $64,747 0.27
$20,301 $83,402 0.24
$45,716 $131,310 0.35
$50,708 $162,648 0.31
$75,376 $225,248 0.33
$101,406 $321,195 0.32

2021 $140,038 $420,549 0.33

$32,555

Source: Own Calculations
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It is observed that the ratio of the company's long-term resources to its total assets
occupies less space than short-term liabilities, but this ratio has been in an increasing trend
since 2012. It is seen that the rate increased from 16% in 2012 to 33% in 2021.

3.3.3.6 Ratio of Short-Term and Long Term Liabilities to Total Liabilities

This ratio shows us the borrowing structure of companies. The ratio of short-term
debts to long-term debts is very important in terms of showing the company's payment

obligations.

The ratios of Amazon's short-term and long-term liabilities to total liabilities between
2012 and 2021 are shown below.

Table 28. Long/Short Term Liabilities / Total Liabilities (2012-2021) of Amazon

Long Term Short Term Short Term Long Term
Liabilities Liabilities Liabilities ./ Liabilities ./
Total Liabilities  Total Liabilities

$5,361 $19.002 0.78 0.22

$7,433 $22,980 0.76 0.24
$15,675 $28,089 0.64 0.36
$17,476 $33,887 0.66 0.34
$20,301 $43,816 0.68 0.32
$45,716 $57,883 0.56 0.44
$50,708 $68,391 0.57 0.43
$75,376 $87,812 0.54 0.46
$101,406 $126,385 0.55 0.45
$140,038 $142,266 0.5 0.5

It is observed that the liabilities of the company have increased in favor of long-term
liabilities since 2012. By 2021, this ratio has been equalized as 50-50.
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3.3.3.7 Long Term Liabilities /Capitalization Ratio

This ratio shows us how much long-term liabilities occupy in the capital structure of
the firm (the sum of long-term liabilities and equity). In this way, we can understand to what
extent the capital structure of the firm consists of debt. We can determine how much of the
firm's capital structure is made up of debt.

Amazon's long-term debt and capitalization ratios over the last 10 years are shown

below.

Table 29. Long-term Liabilities / Capitalization Ratios (2012-2021) of Amazon

Long Term Liabilities/ Capitalization

2012 0.4

2021 0.5

Source: Own Calculations

When the table above is examined, it is seen that the ratio of the company's long-
term liabilities in its capital structure increased until 2017 but decreased since 2017.
However, this rate, which was 50% as of 2021, is still higher than in 2012.

3.3.3.8 Long Term Assets/ Capitalization Ratio

This ratio shows us the status of fixed assets according to the capital structure of the
company. The capital structure of Amazon's fixed assets in the 2012-2021 range is shown

below.
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Table 30. Long-term Assets/ Capitalization Ratios (2012-2021) of Amazon

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Long Term 083 090 088 094 095 097 093 094 09 0.93
Assets/

Capitalization

Source: Own Calculations

The total assets of the Amazon Company and its capital structure are close to each
other. This rate has increased from 2012 to 2021 and is at the level of 93% as of 2021. It is
seen that the highest level in the last 10 years was 97% in 2017.

3.3.4 Efficiency Ratios

With the efficiency ratios, an idea can be obtained whether the companies are using
their assets and liabilities effectively or not. With the help of this analysis, it will be
understood better whether the Amazon Company uses its resources effectively.

3.3.4.1 Active Turnover Ratio

Active Turnover Ratio will show us how effectively the company uses its assets. This
result, which is obtained by dividing the net turnover of the company with its assets,
calculates the rate at which the sales of the company are converted into assets and thus the
turnover rate. The table showing the asset turnover rates of the Amazon Company between
2012 and 2021 is presented below.

Table 31. Active Turnover Ratios (2012-2021) of Amazon

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Active 1.88 1.12

Turnover

185 163 165 163 135 143 125 120

Ratios

Source: Own Calculations

It is seen that the active ratios of Amazon are in the decrease trend since 2012.

However, it is seen that the average asset turnover rate of the company is high.
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3.3.4.2 Current Asset Turnover Rate

The turnover rate of the company's current assets is also calculated by the ratio of
current assets to net sales. The table showing the turnover rates of Amazon's current assets
between 2012 and 2021 is presented below.

Table 32. Current Assets Turnover Ratios (2012-2021) of Amazon

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Current 287 302 284 3.00 297
Assets
Turnover

295 310 291 291 291

Ratios

Source: Own Calculations

Although there is no certain base value in the current asset turnover rate, and it may
differ according to the operating policies of each sector or, more specifically, each company.
When we look at the ratios of Amazon Company, we can say that it has three times as much
sales revenue as its current assets, in other words, it makes 3 units of sales for 1 unit of

current assets.
3.3.4.3 Stock Turnover Ratio

Unlike other calculations, companies' inventory turnover rates are compared with
cost of sales, not net sales. This ratio, which is obtained by dividing the cost of sales of the
companies by the two-year inventory average, gives us the turnover rate of the company's

cost of sales.

The table showing the stock turnover rates of Amazon between 2012 and 2021 is

presented below.

Table 33. Stock Turnover Ratios (2012-2021) of Amazon

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Stock 834 806 799 773 7.95
Turnover

8.14 838 879 1053 9.65

Ratios

Source: Own Calculations
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It is seen that the stock turnover rate of the company was at a certain average between
2012 and 2018, but started to rise seriously since 2019. It is seen that the highest level

occurred in 2020.
3.3.4.4 Receivable Turnover Rate

One of the most important cash sources of businesses is the receivables. The
problems experienced in the returning of receivables force businesses to use financial loans,
and may even result in their liquidation in larger returning problems. Therefore, the

collecting ability of receivables should be well analyzed.

The table showing the receivable turnover rates of Amazon between 2012 and 2021
is presented below.

Table 34. Receivable Turnover Ratios (2012-2021) of Amazon

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

FEOENEL B 19.13 17.35 17.15 19.00 19.44 1654 1561 1496 17.02 16.36
Turnover
Ratios

Source: Own Calculations

Although the receivables turnover rate of the company has decreased in the last 4
years, it is observed that it is generally high. It is at the level of 16.36 as of 2021, which

shows us that the company can collect its receivables within 22 days in 2021.
3.3.4.5 Non-Current Assets Turnover Rate

It is a ratio used to obtain clues, not as a determinant of the effectiveness of fixed
assets. The reason why it is not deterministic is that the fixed assets differ from company to
company in terms of their field of activity and the depreciation amounts are variable. As
mentioned before, the ratio will be low in companies that need high level of fixed assets

(usually producing) in their asset structuring due to their field of activity.

The table showing the non-current asset turnover ratios of Amazon between 2012
and 2021 is presented below. Although the turnover rate of the non-current assets of the
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Amazon Company was very high in 2012, it is observed that it decreases regularly every
year and falls to the level of 2.11 by 2021.

Table 35. Non-Current Assets Turnover Ratios (2012-2021) of Amazon

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Non-Current 6.41
Assets
Turnover

556 460 410 4.08 327 294 259 245 211

Ratios

Source: Own Calculations
3.3.4.6 Equity Turnover Rate

Equity turnover rate is also an indicator that shows us at what rate the company's
equity has turned into sales. The table showing the equity turnover rates of Amazon between
2012 and 2021 is presented below.

Table 36. Equity Turnover Ratios (2012-2021) of Amazon

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Equity 766 830 869 887 833 7.57
Turnover

6.54 531 497 4.06

Ratios

Source: Own Calculations

It is seen that the return of the equity of the Amazon Company to sales, that is, the
speed of the equity turnover, has decreased in the last 4 years compared to other years. The

equity turnover rate, which was 7.66 in 2012, reached 4.06 in 2021.
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4 RESULTS AND DISCUSSION

In the financial analysis, it has been seen that Amazon's turnover has increased nearly
8 times in the last 10 years and its net profit has grown nearly 6 times since 2015, although
it was negative between 2012 and 2014. When we compare the turnovers of Walmart, which
iIs Amazon's closest competitor in the retail sector, and Amazon, we see a figure like the one

below.

Figure 5. Comparison of Revenue Growth of Amazon and Walmart (Billion
USD)
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Source: Yahoo Finance, 2023

As can be seen from the figure shown above, Amazon's growth adventure in the

market has taken place very quickly in the last 10 years.

When we compare the net profits of both companies, it is seen that Amazon has
surpassed Walmart in the last 4 years. The change in the net profits of both companies in the
last 10 years is shown below. As seen in the figure above, Amazon is below Walmart with a
net profit of close to 20 billion as of 2021. Looking at the calculated liquidity ratios of the
Amazon Company, it is seen that the current assets of the company can meet its short-term
liabilities. However, as can be seen from the acid test ratio found by removing the inventory
from current assets, the company is able to meet its short-term liabilities with non-inventory
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current assets. This is because the company has a large amount of inventory, as it is a retail
company. In companies operating in developed countries, it is desired that the Current Ration
is close to 2 in general, and the Acid Test Ratio is above 1. It is seen that Amazon is not in
the desired situation in both ratios. However, there has been an increase in both rates in the
last 4 years. The cash ratio being in the range of 0.5-1 is generally accepted in terms of the
cash situation of the company. Amazon seems to meet this situation.

Figure 6. Comparison of Net Income Growth of Amazon and Walmart (Billion
USD)
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When we compare the liquidity ratios of the company with the sectoral averages of
the retail sector, it is seen that the current ratio of the sector is in the range of 1.10-1.35
between 2012-2021, therefore, the current ratio of Amazon is below the average. However,
the company's acid test ratio and cash ratios are above the industry average. As of 2021, the
industry average of acid test ratio is 0.69, and the average of cash ratio is 0.30. This shows
that the company works with a lower inventory compared to the industry in general. In the
analysis made by the CFA Journal according to the companies' 2020 annual reports, the
industry average was calculated as 1.186 for current ratio and 0.831 for acid test ratio.
Amazon's current ratio is 1.05 and acid test ratio is 0.862 (Cfajournal, 2023). As can be seen
from the CFA Journal's 2020 calculations, Amazon is below average in terms of current ratio

and above average in terms of acid test ratio according to industry averages. The Readyratios
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website also revealed that, according to the retail sector averages published for the years
2016-2021, Amazon Company was below the sector average in terms of current ratio and

above the sector average in terms of cash ratio and acid test ratio (Readyratios, 2023).

The calculations of the liquidity ratios of Amazon's competitors in the retail sector
by CFA Journal based on their 2020 annual reports are shown below. According to these
calculations, Amazon's current ratio is low compared to the sector, and its quick ratio (acid

test ratio) is higher than the sector.

Table 37. Liquidity Ratios of 5 Retail Industry Companies (2020)

Current Current Current Inventory Quick
assets liability ratio ratio

Walmart 61,806
Inc.

132,733 126,385 1.050 23,795 0.862
10,807 5,190 2.082 2,069 1.684

The 12,503 15,366 0.814 8,436 0.265

77,790 0.795 44,435 0.223

Kroger
compan
Ali-baba 643,360 377,358 1.705 27,858 1.631

group plc

Industry 146,547 104,860 1.186 19,341 0.831
average

Source: CFA Journal, 2023

When the profitability ratios of the company are analyzed, it is seen that there has
been an increasing trend since 2012, the Operating profit margin has increased to 5% since
2018, although it was 2% in 2017, and the net profit margin has doubled in the last 2 years.
It is also seen that there has been a serious increase in ROE and ROA values in the last 4
years. The ROE value is a value that shows at what rate a company's equity capital is
converted into profit. It is considered good if this value is in the range of 0.15-0.2. It is seen
that Amazon has reached these values since 2018 and achieved an ROE above these values
with 0.23 and 0.24 in 2020 and 2021. It is seen that the company reached its highest level in
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ROA with 8% in 2021. The retail sector average is in the range of 31-34% for the gross
margin, 2.5-4% for the operating margin, and 1.5-2.7% for the profit margin, in the made
by the Readyratios website. As of 2021, the average gross margin of the sector is 33.9%, the
average operating margin is 4% and the average net profit margin is 2%. It is seen that
Amazon has a profitability above the industry average in terms of profitability ratios.

Looking at the relationship between the company's total assets and equity values with
its total assets, it is seen that there has been a transformation in favor of equity in the last 3
years. As of 2021, this rate is 33% equity and 67% assets.

When the dept structure of the company is examined, it is seen that the company has
increased its long-term assets rate while decreasing its short-term assets rate in the last year,
and by 2021, it has reached rate of 50- 50%.

When the efficiency ratios of Amazon company are analyzed, it is seen that the
receivable turnover ratio is fluctuating in the range of 16-19. This shows us that on average,
the company collects its receivables within 18-22 days. This rate is a high time for a retail
company. Actually, the average time to collect receivables of Walmart, the company's
biggest competitor, is around 4 days. The average of the receivable turnover days of the retail
sector is in the range of 8-10 days, and it is seen that Amazon is above the sector average in

this respect.

In their study, Sungoro and Wangata (2020) compared the financial performances of
Amazon and e-Bay companies with the data between 2016-2019. As a result of their studies,
the researchers concluded that Amazon is in better shape than e-Bay in terms of financial
performance. They stated that the reason for this is that Amazon is very successful in
reinvesting its profits, and that the investments they have made in technology and

productivity-enhancing robots have provided a very successful return.,

In Marzoogi (2020), in his study of Amazon's financial analysis between the years
2016-2019, he states that Amazon carries out its strategies quite efficiently and therefore is
in a consistent growth trend. In addition, he emphasizes that the increase in Amazon's
liabilities and the decrease in its net income are due to its investments in long-term projects,
so you should not worry, as Amazon's liabilities will play a growth-enhancing role in the
future (Al-Marzooqi, 2020).
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Wu & Gereffi (2019) states that the main factor in Amazon's growth and becoming
a leading retailer in the world is that Amazon is not just a retailer or e-commerce site. At the
same time, it is emphasized that having a cloud computing service provider such as AWS,
using e-commerce sites and AWS infrastructure, bringing Amazon to a platform company
provides a significant return for Amazon. Combining Amazon's digital capabilities and
physical assets is what sets Amazon apart. The integration of Amazon's physical assets and

digital capabilities is illustrated below.

Figure 7. Digital Capability and Physcal Assets of Amazon

Digital Capability Amazon.com, Amazon.com.au,
E ce Amazon.ca, Amazon.com.br,
.\ ® Internet retailers Amazon.cn, Amazon fr,
Neiad o online travel agencies Amazon.de, Amazon.in,
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Amazon.com.mx, Amazonnl,
Amazon.co.uk,
Amazon.es, Shopbob, Zappos, et
Digital Content
e info and data y -
AWS, Kindle, Amazon music,
o digital media IMDb, ComiXology, etc.
* games
o electronic Amazon Prime, Alex, Echo,
payment Amazon Drive, etc
e digital assistant
" Distribution
; . Fulfillment centers and
5 g:"m'“ warehouses, Amazon Lockers,
PhYSlC)l Assets ores Whole Foods Market, etc.

Source: Wu & Gereffi, 2019

In addition, Amazon has had a great advantage over its competitors with its
Fulfillment Centers (FC) and logistics network, which started in the USA and later expanded
to other fields of activity in the world. Starting with two FC centers in Seattle and Delaware,
Amazon established 51 FC and sorting centers in the United States by 2017, and more than
140 centers worldwide (Houde et al., 2017). Although the expansion of the FC network from
2006 to 2018 resulted in approximately $9.6 billion in lost revenue, it greatly reduced the
average FC-to-consumer shipping distance in subsequent years. This has resulted in Amazon

saving many logistics costs and increasing profit margins (Wu & Gerrefi, 2019).
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5 CONCLUSION

Amazon, Inc. is one of the leading names in the e-commerce and technology
revolution worldwide. Founded by Jeff Bezos in 1994, Amazon initially started its business
by selling only books, and has grown to its current position by expanding its product range
over time. Behind Amazon's success lies a customer-focused approach and a constant pursuit
of innovation. In addition to offering consumers a wide range of products, the company is
constantly improving its platform and services to provide a user-friendly shopping
experience. Products and services such as Amazon Prime, Amazon Web Services (AWS),

Kindle and Echo reflect Amazon's strategy of focusing on customer satisfaction and loyalty.

In this study, the financial performance of the company between these years was
analyzed by using the financial reports of the company between 2012 and 2021. In the
analysis, it has been seen that the company has achieved a very good financial performance
by catching an exponential growth rate in the last 10 years. It is seen that the acceleration of
the internet and artificial intelligence technologies that the company has invested in in the
last 10 years has been used quite efficiently by the company. There has been a parallelism
between the development of internet technologies and the development of the company
globally, and the company has shown a great improvement thanks to the proactive attitude

it has taken with the investments it has made.

In the analysis of the company's assets and liabilities, it has been seen that the
company constantly borrows for R&D investments, and these investments get their return
very quickly. Especially since the last period of 2019, when Covid 19 emerged, the company
has turned the consumers' use of the internet for shopping into a good opportunity and has
managed to increase its profitability immensely in this period. In the analysis, it has been
observed that the long-term liabilities of the company have increased compared to its short-
term liabilities in recent years, and the company allocates more budget to strategic
investments. It has also been seen in the analysis that the company has achieved a significant

growth momentum in this 10-year period compared to its competitors.

Amazon's rapid growth and influence in the industry has caused other players in the
retail industry to reevaluate their strategies and business models. Many retailers have
accelerated digital transformation and expanded their e-commerce operations to match

Amazon's success and better serve consumers. The fact that Amazon is a major player not
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only in e-commerce but also in cloud computing and artificial intelligence shows that the
company has the potential for continuous growth and development. AWS is a major cloud
computing service provider for many companies around the world, and with advances in

artificial intelligence, Amazon's influence in technology will grow.
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