


Based on the report (Amazon, 2024) and financial ratios provided for Amazon Inc., the company's financial health appears to be mixed, with both positive and concerning trends observed across the key financial areas.

Liquidity: 
The current ratio, which measures the company's ability to meet its short-term obligations, has declined from 1.13 in 2021 to 0.94 in 2022, indicating a potential liquidity concern. This falls below the industry average of 1.2-1.45 (Ready Ratio, 2024). The quick ratio, which excludes inventory, has also decreased from 0.91 to 0.72 over the same period, further suggesting a weakening in the company's short-term liquidity position. However, the cash ratio, which measures the proportion of cash and cash equivalents to current liabilities, has improved from 0.25 to 0.35, indicating a stronger cash position to cover immediate obligations.


Fig 1: Line Chart showing some liquidity ratios



Fig 2: Graph showing some liquidity ratios


Fig 3: Line Chart showing some liquidity ratios



Profitability: 
Amazon's profitability ratios have shown a mixed performance. The gross margin has declined from 5% in 2021 to 2% in 2022, indicating a squeeze on the company's profit margins. This is significantly lower than the retail industry average of 65-73% (Full Ratio, 2024). Similarly, the EBIT margin has turned negative, decreasing from 7% in 2021 to -1% in 2022, suggesting a significant drop in operating efficiency. On the other hand, the EBITDA margin has remained relatively stronger, declining from 14% in 2021 to 8% in 2022, indicating the company's ability to generate cash from its operations.

Fig 4: Graph showing profitability ratios

Solvency and Debt Management: 
Amazon's debt management ratios suggest a mixed picture. The debt-to-equity ratio has increased from 0.35 in 2021 to 0.46 in 2022, indicating a higher reliance on debt financing. The long-term debt-to-capital ratio has also risen from 0.26 to 0.31 over the same period. However, the debt-to-total-assets ratio remains relatively low, increasing from 0.17 to 0.19, suggesting the company's assets are still largely funded by equity. The times interest earned ratio has turned negative, decreasing from 18.83 in 2021 to -1.67 in 2022, raising concerns about the company's ability to service its debt obligations.

Fig 5: Graph showing profitability ratios


Asset Utilization: 
Amazon's asset utilization ratios have shown a mixed performance. The total asset turnover ratio has remained relatively stable, declining slightly from 1.12 in 2021 to 1.11 in 2022, indicating consistent asset management. The fixed asset turnover ratio has decreased from 1.81 to 1.63, suggesting a less efficient use of the company's long-term assets. The inventory turnover ratio has remained relatively steady, decreasing from 8.34 to 8.40, indicating consistent inventory management.

Fig 6: Graph showing profitability ratios

Investor/Market Ratios: 
Amazon's investor/market ratios present a concerning picture. The price-to-earnings ratio has turned negative, decreasing from 54.21 in 2021 to -662.52 in 2022, suggesting that the market has lost confidence in the company's future earnings potential. The earnings per share have also turned negative, decreasing from $3.24 in 2021 to -$0.27 in 2022. The price-to-book ratio has remained elevated, decreasing from 13.32 in 2021 to 12.48 in 2022, indicating that the market still perceives the company to be overvalued relative to its book value.
In summary, the company's liquidity position, profitability, and debt management ratios present areas of concern, while its asset utilization and investor/market ratios indicate a more challenging outlook. It would be prudent for the company to closely monitor these financial metrics and implement appropriate strategies to address the identified weaknesses and strengthen its overall financial health.
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Net Trading Cycle & Working Capital as a % of sales

Net trading cycle	
2022	2021	2020	-3.5826313657467495	-17.601067032870191	-37.863115980232067	Working Capital as a % of Sales	
2022	2021	2020	-1.6735962084349094E-2	4.1109186032156859E-2	1.6442869576028845E-2	



Profitability Ratios

2022	
Gross margin	EBITDA margin	EBIT margin	Net margin	2.3829581912242232E-2	7.6265168303231823E-2	-5.2958950004183018E-3	-5.2958950004183018E-3	2021	
Gross margin	EBITDA margin	EBIT margin	Net margin	5.2954097509269465E-2	0.14430358731604737	7.1014128755145567E-2	7.1014128755145567E-2	2020	
Gross margin	EBITDA margin	EBIT margin	Net margin	5.9313999751336569E-2	0.12047484354925608	5.5252496995316841E-2	5.5252496995316841E-2	



Solvency/Debt Management Ratios

2022	Debt to equity (D/E)	Debt to total assets	Long-term debt to capital	Times interest earned	Debt coverage	Free cash flow (FCFE) per share	0.45979608745369516	0.19078402766520777	0.31497281805687805	-1.6699386503067484	-0.94252077562326875	-1.1792128766316616	2021	Debt to equity (D/E)	Debt to total assets	Long-term debt to capital	Times interest earned	Debt coverage	Free cash flow (FCFE) per share	0.35259141379435061	0.17212500802522418	0.26067843562990334	18.82844243792325	9.9238548483045808	-3.0473460512009489	2020	Debt to equity (D/E)	Debt to total assets	Long-term debt to capital	Times interest earned	Debt coverage	Free cash flow (FCFE) per share	0.34062781037214679	0.15203536792291286	0.2540808177607411	9.958450046685341	5.7729364005412718	-0.40699650174912544	




Asset Utilisation Ratio

2022	
Total asset turnover	Fixed asset turnover	Inventory turnover	Return on assets (ROA)	1.1108942562273734	1.6271257803497488	8.3950297921813686	-5.8831793375479545E-3	2021	
Total asset turnover	Fixed asset turnover	Inventory turnover	Return on assets (ROA)	1.1171635172120253	1.8142016998173527	8.3438725490196077	7.9334393851846041E-2	2020	
Total asset turnover	Fixed asset turnover	Inventory turnover	Return on assets (ROA)	1.2019614253023865	2.048497840413452	9.8048749737339769	6.6411370040006856E-2	



Current, Quick and Cash Ratios

Current ratio	
2022	2021	2020	0.9446435811136924	1.1357597739445826	1.0502274795268425	Quick Ratio	
2022	2021	2020	0.72323721145740161	0.90633039517523517	0.86195355461486722	Cash Ratio	
2022	2021	2020	0.34678524772673158	0.25459350793583851	0.33328322190133325	



Defensive Interval, Inventory, Payable & Receivable Days

2022	Defensive Interval	Inventory Days	Payable Days	Receivable Days	116.52258304444841	43.4781065744328	100.59169548975007	53.530957549570509	2021	Defensive Interval	Inventory Days	Payable Days	Receivable Days	143.66690214611094	43.744675851129458	105.42681314807743	44.081070264077781	2020	Defensive Interval	Inventory Days	Payable Days	Receivable Days	143.34229329703982	37.226379834295585	113.48452896826929	38.395033153741636	
Amount
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