Introduction
    Amazon.com, often simply referred to as Amazon, is one of the world's largest and most prominent e-commerce and technology companies. Founded in 1994 by Jeff Bezos in Seattle, Washington, Amazon started as an online bookstore. However, it quickly diversified its offerings and became a global retail and technology giant.
    Amazon's primary focus is on providing consumers with a vast and diverse range of products through its e-commerce platform. It offers everything from books, electronics, and apparel to home goods, groceries, and digital content. Amazon's commitment to customer convenience and satisfaction has led to the development of services like Amazon Prime, which provides fast shipping and exclusive access to streaming content, among other benefits.
Revenue
     The revenue of Amazon increased each year from 2010, when it recorded an income of $34,204 million, to 2022, when it reached $513,983 million. 
Liquidity
      Liquidity ratios provide insight into a company's ability to pay its short-term financial commitments. Amazon's current ratios for the years 2020 to 2022 were 1.05, 1.14, and 0.94, respectively. A current ratio below one typically suggests that a company may struggle to meet its short-term obligations. However, in the case of the e-commerce industry, the 2022 current ratio of 1.04 indicates that the company is not facing significant challenges in meeting its financial obligations. This is because e-commerce companies often have substantial working capital invested in inventories. Also, the cash ratios of 0.33, 0.25 and 0.35 from 2020, 2021 and 2022 suggest that the company have cash and cash equivalents that can cover 35% of the current liabilities. In addition, Amazon's diverse inventory, ranging from everyday items like toilet paper and napkins to electronic gadgets, implies that the company is less exposed to significant inventory risks related to obsolete items or going out of fashion.
       The Inventory days, Receivables days, and Payables days of 43.5, 30.08, and 56.53 suggest that Amazon takes an average of 17.5 days (Net Trading Cycle) to convert inventory into cash. Furthermore, because Amazon collects its sales revenue in 30.08 days and pays its suppliers in 56.63 days, it indicates that the company has a well-structured cash flow management system in place. This allows Amazon to convert inventory into cash efficiently and manage its working capital effectively. Such efficiency can significantly contribute to the company's ability to meet its financial obligations and invest in growth opportunities.	Comment by Microsoft account: Good analysis

The Current ratio is greater than 1 indicating the short-term asset’s ability to meet short term liabilities. Quick and Cash ratios above 0.5 which also indicates that the company can meet more than 50% of its short-term liabilities with its cash in hand. The decline in current ratio was mainly to be attributed to a reduction of marketable securities (following the sale of the company’s stake in Rivian).

As an online marketplace where thousands of vendors are hosted on site, Amazon’s payable days is typically higher than other companies as it is part of its 90-day credit policy. As a result of Amazon’s nature of business, its payable balances are higher than its inventories and receivables where it holds inventory on behalf of its vendors. Therefore, working capital is negative and so is the trading cycle. On a year over year basis the number has worsened, but can be supported with the argument that Amazon has started its own fulfilment services and is a fast growing company.	

Operating with a negative Trading Cycle became a source of cash for the company, instead of being a cost for it. However, it can be observed that the Trading Cycle days have reduced over the years indicating that the number of days that they can hold on to the cash has reduced.


Profitability
     Amazon experienced revenue growth in 2021 and 2022, with a significant increase of 21.70% in 2021 and  9.40% in 2022. The slower growth in 2022 can be attributed to the pandemic settling, which led people to return to their physical offices and favour traditional in-store shopping over online purchases.
      However, it's worth noting that despite these changes, Amazon managed to continue increasing its revenue in 2022. Additionally, the company's gross profit margin improved, indicating that it became more efficient in managing its costs related to goods and services.
       On the flip side, the operating profit margin and EBITA margin decreased in 2022. The operating profit margin decreased from 5.40% to 2.47%, suggesting that the cost of sales and operating expenses represented 97% of the revenue.
     The EBITA margin of 10.63% indicates that the company made nearly 11% cash profit from its revenue, which suggests that it has funds available for investment and debt repayment.
       The decrease in the EBITA margin and operating margin can be attributed to a significant increase in costs related to technology and content, sales and marketing, and fulfilment. In 2022, technology and content expenses accounted for 25.39% of revenue, with almost 5% more than technology expenses from 2021 (20.38%). According to their 2022 financial report, this increase in technology expenses stems from research and development efforts to improve new and existing products and services.
      Even though the company recorded a loss of 2,272 million in 2022, Amazon has the ability to generate substantial profits, as demonstrated by its 33,364 million in 2021, primarily due to its investments. The company anticipates returns from ventures like Amazon Pharmacy and Kuiper in the coming years. 

It is notable that Amazon’s Technology & content and Sales & marketing have seen sharp increases, indicating the heavy spend on AWS and Prime Video content. While the e-commerce segment is seen to be normalizing post the Covid-19 boom, sales reflect the increasing global inflation levels. 

Solvency
    In 2021 and 2022, Amazon's debt-to-equity ratios stood at 0.84 and 0.96, indicating that for every $1 of equity, the company have $0.96 in debt. This increase in the debt-to-equity ratio suggests that Amazon took on additional debt in 2022 for various purposes. In their financial reports, Amazon disclosed that they issued more long-term debt and leases in 2022 because they are investing in new emerging markets such as China, Brazil, and Europe.
      The long-term debt to capital employed ratio in 2022, which was 48.96%, implies that nearly 50% of the company's assets are funded by debt. This suggests that Amazon may be leveraging debt to fuel its growth, but it also means that the company will need a high-profit margin and revenue in the coming years to manage this level of debt.	Comment by Microsoft account: Very good observation
       The times interest earned ratio and debt coverage ratio, which were 0.7 and 0.20, respectively, indicate that Amazon faces the risk of not being able to meet its long-term obligations if its future profits do not increase.
     Overall, the Amazon company has to improve its operational cost to meet its long-term obligations in the next years.
Amazon’s long-term liabilities have been increasing over the years as the company has increased its Financial lease commitments to facilitate the number of new fulfilment centres opened over the last year. Although the long-term debt remain rather steady, financial lease commitments have dramatically increased which has increased the debt service burden as well. However, the company has adequate levels of interest coverage and free cash flow indicating its financial health. However, the increase in the debt level would also mean that the company’s borrowing capacity in future is strained where it might have to pay higher interests to secure more debt.

Efficiency
     In 2022, the company generated $1.10 in revenue for each dollar invested. However, the Return on Assets (ROA) indicates that the company is only earning 2.73% in net operating profit from the total amount invested in assets. The decline in ROA from 5.92% in 2021 to 2.73% in 2022 suggests that the company did not manage its expenses properly in 2022. However, the relatively small ROA ratio is primarily due to the large amount of assets owned by the company, as it operates globally, and some of the new markets are not yet as profitable

Amazon has a large portion of goodwill in its asset base, where the Fixed asset turnover is almost three times higher than the total asset turnover. The goodwill and intangibles are manly as a result of acquisitions in addition to the increased R&D spending on AWS which we will have to closely watch for future profitability.


Market ratios
      Amazon does not pay dividends. This suggests that the company has room to grow and has positive NPV projects to invest in. However, the P/E ratio of -505.70 in 2022 indicates that the company recorded a loss in 2022. The P/E ratio of 37.42 in 2021 is relatively low, which indicates that investors are confident in Amazon's future.
      The ROCE ratios have decreased every year. It decreased in 2021 from 12.88 to 9.77 and in 2022 from 9.77 to 4.44. These metrics indicate that the company is moderately profitable because it generated a profit of just $4.44 from every $100 of capital employed. Additionally, the ROCE ratio in 2022 is lower than the industry average ROCE of 6.8%.
The company's Enterprise Value (EV) increased by 32.03% in 2021 and by 6.78% in 2022. This increase in EV is due to the new debt issued by the company to invest in new emerging markets like Brazil and India and in projects like Kiuper.	Comment by Microsoft account: Good observation
     The low EV/EBITA ratios of 4.17 and 4.84 in 2021 and 2022 indicate that the company is undervalued or that there are concerns about its future earnings potential.

[bookmark: _GoBack]ROE, ROA and ROCE all are within the health territory, however, have declined slightly compared to previous year. Furthermore, given Amazon’s valuations, one would expect the ratios to be better as there are many other smaller companies with better returns than Amazon, however, it is notable that these valuations are backed by Amazon’s expansion.

Conclusion
      Overall, the company has a strong EV and is capable of meeting its obligations to pay its short-term debts. However, the Return on Investment is smaller than the industry average because they invested £61,053 million in 2021 and $63,645 million in 2022 in creating infrastructure in new emerging markets. These investments indicate that the company is in the growth stage. The major risk the company is facing is that it may not be able to meet its long-term obligations if it does not generate higher revenues and high-profit margins.  
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