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Amazon Inc:

Amazon Inc. was established in Seattle Washington on July 5, 1994, by Jeff Bezos. Amazon started out as an online bookshop but soon grew into one of the biggest e-commerce sites in the world by adding more products to its inventory. With time, Amazon expanded its business model to include several industries including consumer electronics digital streaming cloud computing artificial intelligence and coordination. (amazon) 

Amazon’s business model is multifaceted, primarily based on the following pillars:
1. E-commerce: Amazon operates a vast online marketplace where third-party sellers and Amazon itself sell a wide range of products, from books and electronics to clothing and household items.
2. Amazon Prime: A subscription service offering benefits like free shipping, access to streaming services (Prime Video, Prime Music), and exclusive deals.
3. Amazon Web Services (AWS): A leading cloud computing platform providing services such as computing power, storage, and databases to businesses and governments globally.
4. Advertising Services: Amazon’s digital advertising platform leverages its vast consumer data to offer targeted advertising solutions.
5. Consumer Electronics: Products like Kindle, Echo (Alexa), and Fire TV have made Amazon a significant player in the consumer electronics market.

(Sala) 

Market Place and Major Competitors:
Market Place: Amazon operates globally, with significant market penetration in North America, Europe, and Asia. It caters to a wide demographic, offering services and products that span every conceivable category.
Major Competitors:
· E-commerce: Walmart, Alibaba, eBay, and Rakuten.
· Cloud Computing: Microsoft Azure, Google Cloud, IBM Cloud, and Oracle Cloud.
· Streaming Services: Netflix, Disney+, Hulu, and Apple TV+.
· Consumer Electronics: Apple, Google, and Samsung.
(Keenan)



Major Recent Events:

1) Leadership Changes: in 2021 Jeff Bezos became Executive Chairperson after leaving his position as CEO. The CEO position was assumed by Andy Jassy a former executive of Amazon Web Services (AWS). With Jassy's experience in cloud computing this leadership change was momentous because it indicates that the company will continue to concentrate on growing AWS (NHS (National Health Service) Health Careers).

2) Financial Performance: 2020–2021 A spike in internet sales brought about by the COVID-19 pandemic increased Amazons earnings. But because of safety regulations and higher wages for front-line employees Amazon also had to pay more for operations. The company declared significant profits despite these expenses. In 2022 Amazon released a profit warning citing difficulties in the macroeconomic environment, disruptions in the supply chain and pressure from inflation on its e-commerce business. This led to fluctuations in the company's stock price.

3) Legal Issues and Regulations: Antitrust Investigations, Due to its market dominance and handling of third-party sellers Amazon has been the subject of numerous antitrust investigations in the US Europe and India. Significant regulatory changes affecting Amazons business practices may result from these investigations. Labor Concerns, Due to its labor policies, especially regarding the working conditions in its warehouses, Amazon has been criticized. A warehouse in Bessemer Alabama saw a failed attempt to unionize its employees and attempts to improve labor relations were made afterward.

4) Strategic Changes: AWS Expansion, with continuous efforts to expand into new services and regions AWS remains a key source of growth for Amazon. Healthcare Initiatives, since launching Amazon Pharmacy and acquiring online pharmacy Pill Pack, Amazon has made several calculated moves into the healthcare industry. Sustainability Initiatives, Amazon made a commitment to invest in renewable energy projects and achieve net-zero carbon emissions by 2040 when it unveiled the Climate Pledge.
(“Amazon News”) 

Continuous innovation and calculated diversification have been hallmarks of Amazons growth from an online bookshop to a multinational technology behemoth. The company has seen a lot of changes in the last five years including strategic acquisitions challenges with regulations and changes in leadership. These changes have put Amazon in a position to keep its competitive advantage across a range of industries while adjusting to shifting market conditions and legal frameworks.

Amazon Inc Financial Performance:

To perform a thorough and critical analysis of Amazon Inc. We will compute important financial ratios assess them compare them to competitor' ratio and offer suggestions for enhancing financial management based on the company's financial performance over the previous five years. The profitability liquidity gearing (leverage) and efficiency ratios will be the main topics of this analysis.

Profitability:

A sort of financial metric used by organizations to evaluate and analyze their financial performance is the profitability ratio. By using these ratios businesses can assess their financial performance and well-being, which shows how many returns are distributed to shareholders. Through the financial year, financial checks using ratios can pinpoint a company's financial thriving points and increase profits going forward. Probability ratios examine the creation of value and profit and give an easy-to-understand breakdown of an organization's assets. A company's high revenues profits and positive cash flow indicate that it is operating profitably if its probability ratios are high. When comparing a business to its rivals or to prior fiscal years ratios can be a useful tool. 
Profit Margin Ratios focus on a Company’s ability to transform sales into profit across different measurements and cost levels. Which includes:

1) Gross Profit Margin:

Measures the percentage of revenue that exceeds the cost of goods sold (COGS). A sizable portion of your sales revenue will be used to pay for the products or services you offer right back out the door. The leftover amount is known as the gross profit margin. A portion of it will go toward covering running costs like rent supplies for the office and loan repayments. The remaining amount becomes your net profit. (Wire)

Formula: (Gross Profit/Revenue) * 100

	Year
	Gross Profit Margin

	2018
	40.2%

	2019
	40.1%

	2020
	40.4%

	2021
	42.2%

	2022
	43.4%

	2022 (Walmart)
	24.26%


Amazon has a significantly higher gross profit margin than Walmart, indicating that Amazon is more efficient in converting revenue into profit after accounting for the cost of goods sold. This difference is primarily due to Amazon's diverse revenue streams, including its highly profitable AWS (Amazon Web Services) division.

2) Operating Profit Margin:

When daily operating expenses for the business are subtracted the operating profit margin indicates the amount of revenue that remains for the company. These expenses, which are erratic, consist of things like rent insurance, marketing, travel expenses, accounting fees and office supplies. EBIT or earnings before interest and taxes is the abbreviation for operating profit. The operating margin accounts for additional expenses related to managing the entire business whereas the gross profit margin only considers the direct costs of producing a good or service (such as material and shipping which are also referred to as the Costs of Goods Sold or COGS). (Wire) 

Formula: (Operating Income/Revenue) * 100

	Year 
	Operating Profit Margin

	2018
	5.3%

	2019
	5.2%

	2020
	5.9%

	2021
	5.3%

	2022
	2.5%

	2022 (Walmart)
	4.07%



Despite Amazon's higher gross profit margin, Walmart outperforms Amazon in operating profit margin. Walmart's ability to manage its operating expenses more effectively contributes to this advantage. The lower operating margin for Amazon reflects the significant reinvestment into business growth, particularly in coordination and technology.

3) Net Profit Margin:

After all costs incurred by the company during a given time are subtracted from the revenue generated during that period net profit is the remaining amount. The Net Profit Margin refers to this last figure when it is stated as a percentage of the revenue. This amount shows you how much money a company makes for every dollar or pound of revenue received. Various expenses are incurred by businesses to run. While some of these expenses are linked to the creation of goods and services others are just overhead costs associated with operating the company (e. g. g. Operating costs include labor advertising and office rent. (Wire)
Formula: (Net Income / Revenue) * 100


	Year
	Net Profit Margin

	2018
	4.3%

	2019
	4.1%

	2020
	5.5%

	2021
	4.2%

	2022
	2.3%

	2022 (Walmart)
	1.49%



The Net Profit formula proceeds to calculate the Net Profit Margin once it has arrived at the Gross Profit Margin. The Operating Costs are the first line item. Costs including insurance utilities payroll rent depreciation and so forth may be included in this. Depreciation takes into consideration the deterioration that assets like machinery and buildings experience.

Amazon's net profit margin is slightly higher than Walmart's, indicating that after all expenses, taxes, and interest, Amazon retains more revenue as profit. However, the margin is still low, showing the impact of the competitive retail environment and the significant investments both companies make in their operations.

In Comparison, Amazon's profitability ratios are lower than those of Walmart, indicating tighter margins despite Amazon's rapid growth. However, Amazon's margins are comparable to Walmart, reflecting similar challenges in balancing growth and profitability in e-commerce.

Liquidity:

A liquidity ratio is a financial metric that assesses a company's capacity to settle debts on time. Stated differently, it informs us of the extent to which the current assets of a company exceed its liabilities. Accounting liquidity ratios are used by creditors/lenders to decide whether to extend credit even though it is always an innovative idea for business owners to have a thorough understanding of their company's liquidity.
(“What Is a Liquidity Ratio?”) 
Most Common Liquidity Ratio Formulas Includes Current Ratio and Quick Ratio:


1) Current Ratio:

The current ratio, also called the working capital ratio, compares the current assets and current liabilities of your company. Its emphasis on current assets means that you will need to include assets like real estate or inventory that are illiquid and may be difficult to turn into cash.

Formula: Current Assets/Current Liabilities

	Year
	Current Ratio

	2018
	1.1

	2019
	1.0

	2020
	1.1

	2021
	1.2

	2022
	1.1

	2022 (Walmart)
	0.86



Amazon's current ratio is slightly above 1, indicating that it has just enough current assets to cover its short-term liabilities. Walmart's current ratio is below 1, suggesting it may have challenges covering its short-term liabilities solely with current assets. However, this is typical for large retailers with strong cash flows.

2) Quick Ratio:

Quick assets are assets that you can turn into cash in less than 90 days (about 3 months). The quick ratio, also called the acid-test ratio, determines if you have enough quick assets to cover your liabilities. Because of this the quick ratio is an exceptionally reliable gauge of short-term liquidity.

Formula: (Current Assets-Inventory) / Current Liabilities

	Year
	Quick Ratio

	2018
	0.9

	2019
	0.8

	2020
	0.8

	2021
	1.0

	2022
	0.8

	2022 (Walmart)
	0.28



Amazon has a much higher quicker ratio compared to Walmart. This indicates that Amazon is in a better position to cover its short-term liabilities with its most liquid assets, excluding inventory. Walmart's lower quick ratio reflects its reliance on inventory turnover to meet short-term obligations.

Assess the liquidity ratios of Amazon in relation to its rivals. Talk about how these parallels affect Amazons capacity to compete in the market and its financial situation.




Leverage:

Leverage ratios are a group of ratios that show how financially leveraged a company is in relation to its equity liabilities and assets. A reliable indicator of a company's ability to meet its financial obligations, they display the percentage of an organization's capital that is derived from debt. (“Leverage Ratio: What It Means and How to Calculate It”)
Leverage Ration Mainly Focus on Debt-To-Equity and Debt-To-Capital Ratio to find Leverage Ratio of organization. 


1) Debt to Equity Ratio:

The ratio of a company's total liabilities to its stockholder's equity is measured by the debt-to-equity ratio. It provides a quick overview of a company's worth in relation to its debts.

Formula: Total Debt / Total Equity

	Year
	Debt to Equity Ratio

	2018
	1.31

	2019
	1.25

	2020
	1.08

	2021
	0.96

	2022
	0.89

	2022 (Walmart)
	1.92



Both companies have high debt-to-equity ratios, reflecting significant use of debt financing relative to equity. Amazon’s ratio is slightly higher, indicating a greater reliance on debt. This could imply higher financial risk, but also the potential for greater returns if the debt is used effectively. 

2) Debt to Capital Ratio:

This indicator is used to assess the financial setup and methods of operation financing of a business. Here capital is defined as shareholder equity, and it accounts for both short- and long-term debt.

Formula: Total Debt / (Total Debt + Total Equity)

	Year
	Debt to Capital Ratio

	2018
	0.57

	2019
	0.56

	2020
	0.52

	2021
	0.49

	2022
	0.47

	2022 (Walmart)
	0.65



Amazon has a higher debt to capital ratio, which indicates a greater proportion of the company's capital structure is financed through debt. This can be a sign of greater financial leverage and potentially higher risk, but it can also indicate efficient use of debt to finance growth.

Evaluate how Amazon’s liquidity ratios compare to its competitors. Discuss the implications of these comparisons for Amazon’s financial health and its ability to compete in the market.

Efficiency:

Efficiency ratios are used to assess a company's revenue in relation to its capacity for allocating resources. This means an efficiency ratio compares the amount of money a company makes to the costs incurred to generate that same amount. It displays how a business allocates its resources and capital to turn a profit as well as how much is spent operating the company. Efficiency ratios are useful for examining how a business manages its internal resources and liabilities. Financial analysts use a variety of different efficiency ratios to get a picture of the business overall productivity. Various operational variables such as the amount of machinery used, the turnover of receivables, the amount of equity used, the repayment of liabilities, and the use of inventory are measured using different efficiency ratios. Efficiency ratios are a useful tool for all types of businesses from small retailers to banks to assess their profitability and performance. (“Efficiency Ratio Explained: Definition, Components, Types”) 

1) Asset Turnover Ratio:

Transport vehicles would be necessary for businesses that provide travel services and manufacturers would rely on fixed assets like machinery. These kinds of resources support companies in their revenue-generating efforts. By calculating the percentage of revenue or sales produced by investing one percent of the company's assets we are referring to the asset turnover ratio.


Formula: Revenue / Total Assets

	Year
	Asset Turnover Ratio

	2018
	1.5

	2019
	1.6

	2020
	1.7

	2021
	1.8

	2022
	1.6

	2022 (Walmart)
	2.31



Walmart's asset turnover ratio is significantly higher than Amazon’s, indicating that Walmart is more efficient in generating revenue from its assets. This is likely due to Walmart’s strong retail operations and lower capital expenditure compared to Amazon's diverse and capital-intensive business model. 

2) Fixed Asset Turnover Ratio:

This ratio evaluates a company's PP and Es effectiveness in driving revenue. It evaluates how well a business is allocating its resources. A high asset turnover ratio suggests that fixed assets can be used more effectively to produce revenue. Analysts should closely monitor a year's worth of large asset acquisitions or sales since they may affect the asset turnover ratio. Each industry has a different ideal asset turnover ratio. Industries with a high asset concentration like utilities and telecommunications have a lower ratio.

Formula: Revenue / Total Fixed Assets 

	Year
	Fixed Asset Turnover Ratio

	2018
	2.9

	2019
	3.1

	2020
	3.4

	2021
	3.7

	2022
	3.4

	2022 (Walmart)
	3.8



Amazon’s higher fixed asset turnover ratio suggests that it generates more sales per dollar of fixed assets than Walmart. This efficiency can be attributed to Amazon’s heavy investment in technology and coordination infrastructure, which supports its high revenue generation.

Analyze the efficiency ratios of Amazon in comparison to its competitors. Discuss any significant differences and what they indicate about each company’s operational effectiveness.

Conclusion:

In 2022, the financial strengths of Amazon and Walmart diverge. Due to its diverse business model Amazon exhibits strong profitability especially in gross profit margin while Walmart shows superior operational profitability and efficiency. Amazon continues to be in a stronger position when it comes to liquidity but both businesses have high leverage which indicates a heavy reliance on debt. Walmart concentrates on streamlining its retail operations while Amazon keeps reinvesting in growth areas like technology and coordination. Each company's strategy is in line with its financial profile.

Recommendations for both companies would involve improving operating efficiencies and managing debt levels to sustain growth and profitability. Amazon should focus on maintaining its liquidity while managing its high debt levels, and Walmart could benefit from further leveraging its retail efficiency to enhance profitability.

Non-Financial Consideration: 

Discuss the significance of sustainability and ESG (environmental social and governance) factors in Amazons operations and how these elements may impact financial performance. 
Corporate Governance: Examine the effects that Amazons governance framework has on its long-term strategic planning and financial decisions. 
Market Position and Competitive Landscape: Talk about how Amazons financial strategy is affected by its competitors and market position. 
Technological Innovation: Examine how Amazons business model makes use of technological innovation and how that influences the company's financial results.




Investment Appraisal:

The Cost of Capital is Currently at 9.45% per Cent.
All Cash Flows arise at year ends and ignore inflation.
The company you chose in part A has been researching the prospects for a range of new investment opportunities. The cash flow details of two promising projects A and B (which are mutually exclusive) are given below: 

	Year
	0
	1
	2
	3
	4

	A
	-80
	25
	25
	20
	55

	B
	-75
	50
	20
	20
	20



Cumulative Cash Flows:

	A
	B

	-80
	-75

	-55
	-25

	-30
	-5

	-10
	15

	45
	35



Discounted Cumulative Cash Flows:

Discounted Cash Flow = Future Value / (1+ R) ^N  


	Year
	Discounted Present Value
	Cumulative Cash Flow
	Discounted Present Value

	Cumulative Cash Flow


	0
	-80
	-80
	-75
	-75

	1
	22.92
	-57.06
	45.88
	-29.12

	2
	21.04
	-36.03
	16.83
	-12.29

	3
	15.44
	-20.59
	15.44
	3.15

	4
	38.97
	18.38
	14.16 
	17.32



PBP (Payback Period):

Payback= Years + Invesment / Net Cash Flow

PBP of A = 3 + 10/55 = 3.18 Year
PBP of B = 2 + 5/20 = 2.25 Year

ARR (Accounting Rate of Return):

ARR = Accounting Rate / Total Investment

ARR of A = (45 / 4) / 80 = 0.14%
ARR of B= (35/4) / 75 = 0.11%

NPV (Net Profit Value):

NPV = Revenue in Total – Investment

NPV of A = 125 – 80 = 45
NPV of B = 110 – 75 = 35


Advantages:

Payback Period:

Simpleness: PBP is simple to compute and comprehend so even individuals without extensive financial knowledge can use it (Attrill and McLaney 2020). 
Rapid Evaluation of Liquidity: PBP is essential for evaluating liquidity particularly in projects with large initial outlays as it offers a prompt estimate of the time it will take for a project to become self-sustaining (Drury 2018). 
Reduced Risk: Projects with shorter payback periods are generally regarded as less risky so PBPs emphasis on the speed at which the initial investment is recovered can be helpful in reducing risk.

Accounting Rate of Return:

Ease of Calculation and Understanding: ARR is a popular option for preliminary project evaluations because it is comparatively easy to compute and understand (Attrill and McLaney 2020). 
Adherence to Financial Statements: Since ARR is predicated on accounting profits it can be easily compared to other financial ratios that are also obtained from financial statements (Drury 2018).

Net Present Value:

Considering Time Value of Money: By discounting future cash flows NPV offers a more accurate assessment that is consistent with the idea that money earned now is worth more than the same amount in the future (Ross Westerfeld and Jaffe 2019). 
Whole Project Life Cycle Analysis: Net Present Value (NPV) provides a comprehensive view of a project's profitability by accounting for all cash flows over the course of the project (Brealey Myers & Allen 2020). 
NPV Decision Rule: Since projects with a positive NPV are anticipated to increase the company's value they should be approved (Hillier Grinblat & Titman 2017). NPV offers a clear methodology for making decisions.


Shortcoming:

Payback Period: 

Time Value of Money (TVM) Ignored: PBP treats all cash flows as though they occur simultaneously ignoring the time value of money. This can result in an undervaluation of future cash inflows (Ross Westerfeld and Jaffe 2019). 
Ignorance of Cash Flows After Payback: Project-Based Payback (PBP) prioritizes the recovery of the initial investment over any subsequent cash inflows. This may lead to the selection of less profitable projects overall (Brealey Myers & Allen 2020).

Accounting Rate Return:

Neglects Time Value of Money: Like PBP ARR overlooks the time value of money which can lead to an inaccurate assessment of projects especially those with protracted durations (Ross Westerfeld & Jaffe 2019). 
According to Brealey Myers and Allen (2020) the Adjusted Rate of Return (ARR) is based on accounting profits instead of cash flows which can be impacted by non-cash items like depreciation and so skew the assessment.

Net Present Value:

Complexity: NPV requires estimates of future cash flows and an appropriate discount rate which can introduce uncertainty making it more difficult to calculate than PBP and ARR (Drury 2018). 
Discount Rate Sensitivity: Depending on the discount rate selected the NPVs accuracy varies significantly. As per Brealey Myers and Allen (2020) a marginal variation in the discount rate can have a noteworthy impact on the net present value (NPV) and consequently influence investment choices.
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