


Executive Summary
This report provides a comprehensive review of Amazon.com, Inc.'s financial ratio analysis for the fiscal years 2022 and 2023. The analyses will utilise profitability, liquidity, solvency and efficiency ratios to assess the performance trends and underlying drivers of performance. The main findings are:
1. Revenue: Amazon where able to grow their revenue by 11.9%, from US $514.0 billion in 2022 to US $575.0 billion in 2023, indicating that they can continue to grow on the top‑line despite global macroeconomic headwinds (Amazon.com, Inc., 2022; Amazon.com, Inc., 2023).
2. Profitability: Amazon reported an increased operating margin from 2.4% to 6.4%, and a net profit margin swing from -0.5% to 5.3%. The improvements in margins could be attributed to their level of operating discipline, controls on costs and investments in automation, and revenue growth coming from AWS and advertising, areas of the business with higher margins (Attrill & McLaney, 2015; Antonopoulos, 2023).
3. Cash Flow: Amazon reported a positive free cash flow margin of 6.2% in 2023, and -2.5% in 2022. The positive cash flow could be attributed to improvement in the management of their working capital and optimising their delivery networks (Amiri & Vida, 2023; Cruz Lopez, 2023).
4. Liquidity & Solvency: Both the current ratio had increased from 0.95 to 1.05, the quick ratio also increased which from 0.72 to 0.84 and their debt-to-assets ratio decreased from 0.68 to 0.62. The analyses indicates that the company has improved in terms of short-term coverage and has decreased their leverage (Bhimani & Horngren, 2008; Wood, 2015).
5. Efficiency: Amazon was able to improve efficiency with an increase in inventory turnover from 8.6x to 9.0x. They were able to maintain their asset turnover ratio at 1.16x. The increase in inventory use reflects improved operation management of reversing their inventory turnover, and higher inventory utilisation with a stable asset utilisation (Lucey, 2009; Dyson, 2010).
In addition, a sustainability section is presented that will give a review of Amazon's environmental and social activities. Identifying potential areas where Amazon can better integrate renewable energy, circular packaging, and stakeholder engagement for better long-term resiliency (Bux & Amicarelli, 2022; Bari, 2023). The recommendations emphasise further automation, growth and expansion of higher margin services, disciplined capital allocation and sustainable practices embedded throughout the delivery aspects of the meeting the customers' needs. The ratio framework supports sound managerial decisions and supports Amazon in particular, in identifying areas for improvement for financial performance and sustainability. 








1. Introduction 
The analysis of financial ratios is an integral part of management accounting, as it provides a translation of statement data into potential measures of profitability, liquidity, solvency, and efficiency (Horngren et al., 2002; Foster & Gupta, 1994). By comparing ratios of two years, an enterprise can diagnose strengths, expose new risks and develop plans to improve performance (Bhimani & Horngren, 2008). The ratio analysis method is applied in this report to Amazon.com, Inc., using the 2022 and 2023 Annual Reports published by this enterprise (Amazon.com, Inc., 2022; Amazon.com, Inc., 2023). The financial trend analysis considers marketing strategy literature (Amiri & Vida, 2023) and responses to environmental accounting (Bux & Amicarelli, 2022). 
2. Summary of Financial Statements
Selected summary figures taken from Amazon's consolidated financial statements are as follows:
	Metric
	2022
	2023

	Revenue (US $ bn)
	514.0 
	575.0 

	Cost of Sales (US $ bn)
	288.8
	304.7

	Gross Profit (US $ bn)
	225.2
	270.0

	Operating Income (US $ bn)
	12.2 
	36.9 

	Net Income (US $ bn)
	–2.7
	30.4

	Total Assets (US $ bn)
	462.7
	527.9

	Total Equity (US $ bn)
	146.0
	201.9

	Current Assets (US $ bn)
	146.8
	172.4

	Current Liabilities (US $ bn)
	155.4
	164.9

	Inventories (US $ bn)
	34.4
	33.3

	Free Cash Flow (US $ bn)
	–12.8 
	35.5 

	Interest Expense (US $ bn)
	2.4
	3.2


Source data directly taken from Amazon.com, Inc.2022; 2023 
These amounts form the basis of the ratios that follow.
3. Ratio Analysis
Ratios are classified into profitability, liquidity, solvency and efficiency. Average balances are used at a subgroup level where applicable (Dyson, 2010; Drury, 2015).
a. Profitability Ratios
	Ratio
	2022
	2023
	Change (pp)

	Gross Profit Margin
	225.2/514.0 = 43.8%
	270.0/575.0 = 47.0%
	+3.2

	Operating Margin
	12.2/514.0 = 2.4%
	36.9/575.0 = 6.4%
	+4.0

	Net Profit Margin
	–2.7/514.0 = –0.5%
	30.4/575.0 = 5.3%
	+5.8

	Return on Equity (ROE)
	–2.7/142.1 = –1.9%
	30.4/174.0 = 17.5%
	+19.4



Average equity 2021–22 (138.2 + 146.0)/2 = 142.1 (Amazon.com, Inc., 2022) Average equity 2022–23 (146.0 + 201.9)/2 = 174.0 (Amazon.com, Inc., 2023) 
Discussion:
· The improvement in gross profit margin is consistent with Amazon's pricing power and efficiency in purchasing, which reflects large-scale advantages in AWS and purchasing in retail (Foster & Gupta, 1994).
· The growing operating margin more than 100% was primarily driven by automation in fulfilment centres to reduce labour costs (Amiri & Vida, 2023; Susilowati, 2023).
· The swing to positive net profit margin means that the effect of non-operational items and taxes also contributed to the positive net profit in 2023 (Antonopoulos, 2023).
· The dramatic turnaround in ROE confirms that Amazon was effectively deploying capital after heavy reinvestment in earlier years (Bhimani & Horngren, 2008).
b. Liquidity Ratios
	Ratio
	2022
	2023
	Change

	Current Ratio
	146.8/155.4 = 0.95
	172.4/164.9 = 1.05
	+0.10

	Quick Ratio
	(146.8–34.4)/155.4 = 0.72
	(172.4–33.3)/164.9 = 0.84
	+0.12



Discussion:
· The build-up of inventories post-pandemic in 2022, led to a reduced quick ratio, but better forecasts in 2023 improved working capital efficiency. 
· A ratio above 1.0 indicates a favourable short-term liquidity position (Wood, 2015). 
c. Solvency Ratios
	Ratio
	2022
	2023
	Change

	Debt-to-Assets
	(462.7–146.0)/462.7 = 0.68
	(527.9–201.9)/527.9 = 0.62
	–0.06 pp

	Interest Coverage
	12.2/2.4 = 5.1 x
	36.9/3.2 = 11.5 x
	+6.4 x




Discussion:
· The decrease in the debt-to-assets ratio in 2023 indicates Amazon relied less upon external debt as equity was established to a considerably greater degree (Bhimani & Horngren, 2008). 
· A higher interest coverage ratio indicates that the company is purchases well ahead of terms which mitigates risk (Wood, 2015) 
d. Efficiency Ratios
	Ratio
	2022
	2023
	Change

	Inventory Turnover (x)
	288.8/33.4 = 8.6
	304.7/33.3 = 9.1
	+0.5 x

	Asset Turnover (x)
	514.0/441.6 = 1.16
	575.0/495.3 = 1.16
	= no change



Discussion:
· The increasing inventory turnover indicates that Amazon had leaner stock with more regionalised networks (Amiri & Vida, 2023; Lucey, 2009).
· The asset turnover remained stable which suggests that Amazon scaled its asset base similarly to turns in revenue growth (Dyson, 2010). 
4. Sustainability Analysis
Sustainability at Amazon comprises environmental efforts, social responsibility, and governance initiatives (Bari, 2023). Some notable efforts are:
· Renewable Energy Used: Amazon committed to a pledge to power its entire global infrastructure with 100% renewable energy by the end of 2025. As of 2023, approximately 65% of the electricity used came from wind and solar energy projects, and Amazon reduced carbon intensity per unit of revenue by 20% over the previous year (Amazon.com, Inc., 2023).
· Using Circular Packaging and Waste Reduction: Under its "Frustration-Free Packaging" program, Amazon reduced packaging materials by 36,000 tons per year. The growth of reusable packaging options can provide additional cost savings and environmental benefits (Bux & Amicarelli, 2022).
· Supply Chain Emissions: Through improved route optimisation and using electric delivery vehicles, Amazon is on track to achieve net-zero carbon emissions in its operations by 2040. In its early pilot programs in urban areas, last-mile emissions were reduced by 15% (Bari, 2023).
· Social and Employee Practices: Investments into employee upskilling and safety practices resulted in a reduction in incident reports of 12%, while helping to retain a skilled workforce (Amiri & Vida, 2023).
· Governance & Reporting: With annual sustainability reports and alignment with the Task Force on Climate‑related Financial Disclosures (TCFD) accountability framework, Amazon's improved transparency shows stakeholders that they are trustworthy (Choi & Wang, 2009).
Although the company has made strides about sustainability, more can be done - like including sustainability metrics in executive incentive compensation, ramping up the company's circular economy projects and increasing spending on community impacts programs (Cruz Lopez, 2023).



5. Recommendations
· Broaden Service Market High-Margins: Invest in generative A.I. and machine learning engine emerging technologies accessible through AWS and take advantage of higher price to service delivery (Antonopoulos, 2023).
· Incorporate Sustainable Practices: Implement sustainability as part of the organisation, for example, link 25% of executive bonuses to track progress on ESG KPI-performance (renewable energy, packaging waste diversion, and carbon intensity targets etc) (Bari, 2023).
· Improve Capital Structure: The company has generated a considerable amount of free cash flow lately. This provides an opportunity to focus on reducing debt, aiming to have a debt-to-assets ratio, below 0.60 by 2025, which will positively impact credit metrics (Drury, 2015),
· Improved Stakeholder Engagement: Create interactive digital dashboards to report organisational sustainability and financial performance metrics in real time, in turn, fostering positive investments and community relations (Foster & Gupta, 1994).






6. Conclusion
Amazon.com, Inc.'s two-year ratio analysis illustrates very positive changes in profitability, liquidity, solvency and efficiency from 2022 to 2023, achieved primarily through automation, growth in high-margin services and disciplined working capital management. Disclosing a separate sustainability section highlights a company's progress to adopt renewable energy resources and minimise waste while also finding potential opportunities to integrate ESG more fully into their financial and operational decision-making practices. A substantial ratio analysis framework has able to provide evidence-based recommendations for improved sustainability performance and increased long-term financial resilience for the organisation.
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