Investment Report AMZN


A company following the principle of being the most customer-centric on Earth, implementing various approached such as commitment to operational excellence, long term thinking, passion for invention/innovation, customer obsession rather than competitor focus, serving the internation marketing and offering services (AWS) besides its core physical business. Predominantly selling its products online but also via physical stores. Exposed to various risks and facing intense competition across various geographies. Potential risks include FX fluctuations, exposure to vulnerability by being invested in other companies via Acquisitions, political/macro-economic risks associated with international presence, Inventory risk through its Fulfilment Solutions, IT / Cybersecurity risks. Below is an analysis of 5 key metrics and the company’s functions, such as Liquidity, Profitability, Solvency, Asset Utilization and Investment. 















1. Liquidity

A pattern observed regarding the company’s liquidity is its improvement since 2022. It suffered a deterioration after 2021, it improved significantly in 2023, however not exceeding levels of 2021. This is observed by most ratios and its Working Capital itself. A positive inventory management has been applied during these 3-year period which contributed to reduction of the days the company needed to sell its goods and services. On the other hand, attention needs to be given to the company’s ability to collect its invoices and the period it needs to pay its suppliers. Both “Receivables Days” and “Payable Days” ratios have been moving towards the opposite direction. 





Chart 1. An indicator of the company’s Liquidity capabilities. Ideally, the company would want the Inventory days to be higher, and the receivable days to be lower, in order to enhance its cash flow. Both have been moving on the opposite direction from 2022, 2021. 



Chart 2. A comparison between Current, Quick and Cash ratios, which are important in helping the company managing its short-term obligations. They follow the same pattern since 2021 – deterioration but improvement since last year. A positive sign is that the recent Current ratio, exceeded the value of 1, providing lots of optimism for the company’s covering of short-term obligations. 

















2. Profitability 
Despite the challenges regarding its ability in handling Liquidity, the company managed to make a better progress with its Profitability measures since 2021. The Gross Margin has improved significantly. The EBITDA metric follows a similar path. The EBIT metric on the other hand, although it has been a similar trajectory in terms of face value, it is remaining in a negative territory, due to very high expenses incurred predominantly by higher Amortization & Depreciation expenses. The 2023 Net Margin metric improved significantly from 2022 but failed to match the 2021’s performance. 







Chart 3. Profitability measures such as Net Margin, EBITDA and Gross Margin. The Gross margin follows a very positive trajectory with more than 10% increase since 2021. Similarly, the EBITDA has been improved since 2021 although it was challenged significantly in 2022. Very importantly, the company’s Net Margin came into positive territory compared to 2022, not being able however to reach the level of 2021.



3. Solvency / Debt Management
A mixed picture regarding its Solvency. Significant improvement on D/E ratio since 2021. Similar performance over the last years regarding its Debt performance relatively to its total assets. The Debt coverage still remains at low levels, although improved. 




Chart 4. Here the situation seems more balanced- in a sense that the company has decreased its leverage and debt exposure since 2021, compared to its equity. However, when it comes to managing debt accrued by interest obligation, as the Debt coverage depicts, the company seems more exposed than in previous years. 











4. Asset Utilization
Besides the Inventory turnover which has been improving since 2021, and it helps the company managing its overall cashflow, the overall picture is that the company has been struggling to reach the 2021 performance levels in Asset utilization, among other metrics. However, a very positive indicator is that the company significantly improve its ROA since 2022. 




Chart 5. Similarly to previous ratios’ patterns, the situation deteriorated significantly in 2022 and then improved in 2023, not being able to reach 2021 level. The ROA which measures the company’s ability to generate income based on how efficiently it uses its assets, demonstrates exceptional Asset Utilization skills from the company, comparing to 2022 -0,06% ROA.





5. Investor / Market ratios
Similarly, when it comes Investor and Market ratios, after 2021 the company’s performance has been deteriorating. There are some instances where the company improved its position since 2022, such as in the ROE and BVPS which has been increasing although the company’s share price has been reduced dramatically.




Chart 6. Company’s share price as of January 2021, 2022, 2023.
A serious-dramatic deterioration from previous years’ highs, considering however the company’s positive improvement in many rations, this could indicate that its stock is undervalued. 








Chart 7. The company’s BV ration has been increasing steadily, another indication on why the company’s share price might be considered as undervalued.














The company is in a completely different macroeconomic environment than it was in 2021, especially because there was a surge in online shopping during the pandemic from which the company was significantly benefited. As physical shopping returned, this has an impact on the company’s performance. The interest rates back then were at historic low levels, meaning that with Fed’s rate reduction and Government’s support e.g., shopping vouchers, the was a significant boost in demand. When inflation started to cause damage on purchasing power, the Fed started lifting rates for the ultimate purpose of lowering inflation by lowering the demand. This in turn affected the performance of the company can explain to a large extent the deterioration of its ratios/metrics since 2021. 

Share Price $	
2023	2022	2021	103	150	160	


Book value per share (BV)	
2023	2022	2021	19.591906055900623	14.333398763372264	13.66462390036572	

Inventory & Receivable Days

Inventory Days	2023	2022	2021	39.906510161154301	43.4781065744328	43.744675851129458	Receivable Days	2023	2022	2021	33.181702723627097	30.081539661817608	25.552688039299991	



CQC Ratios

2023	
Current ratio	Quick Ratio	Cash Ratio	1.0450772206625152	0.84304832127676343	0.52620409054251538	2022	
Current ratio	Quick Ratio	Cash Ratio	0.9446435811136924	0.72323721145740161	0.45063805962945563	2021	
Current ratio	Quick Ratio	Cash Ratio	1.1357597739445826	0.90633039517523517	0.67513671572968947	



Profitablity metrics

2023	
Gross margin	EBITDA margin	Net margin	0.46982088955000567	0.15000391450716355	5.2932835755978319E-2	2022	
Gross margin	EBITDA margin	Net margin	0.43805339865326287	8.2518293406591267E-2	-5.2958950004183018E-3	2021	
Gross margin	EBITDA margin	Net margin	0.42032514441639601	0.13411462213348885	7.1014128755145567E-2	



Debt Management

2023	Debt to equity (D/E)	Debt to total assets	Debt coverage	1.6147566563467493	0.61755523307581262	0.63195802037246629	2022	Debt to equity (D/E)	Debt to total assets	Debt coverage	2.1680737864875415	0.68435078618900957	0.18239761727475801	2021	Debt to equity (D/E)	Debt to total assets	Debt coverage	2.0420557705522802	0.67127492872412009	0.51040128015755781	




Return on assets (ROA)	
2023	2022	2021	5.7639044129626754E-2	-5.8831793375479545E-3	7.9334393851846041E-2	

