


Introduction 
The analysis examines Amazon.com Inc.'s financial performance during the last two years, focusing on finding trends and underlying causes that influence changes in the company's financial health. The research uses a range of financial variables to identify changes in liquidity, solvency, and profitability, all of which are important markers of a company's financial stability and operational effectiveness. The context of these financial metrics is further enhanced by theoretical insights from reputable academic sources, such as Drury's management and cost accounting principles, Attrill and McLaney's perspectives on management accounting for decision-makers, Lucey's costing expertise, and Wood's fundamental concepts in business accounting. These tools give a solid theoretical basis for conducting a thorough examination of financial data, allowing for a full discussion of strategic financial practices that could improve Amazon's sustainability and long-term financial health. This organised assessment not only identifies areas of financial strength and weakness, but also makes actionable recommendations for improving the company's financial trajectory.












Financial Ratio Analysis of Amazon.com Inc
Liquidity ratios
Liquidity ratios are critical for determining a company's capacity to satisfy short-term obligations without extra external financing. They provide insights into a company's operational efficiency and financial health in the short term.
The current ratio assesses a company's capacity to meet its short-term liabilities with its short-term assets. Amazon's current ratio in 2023 is determined by dividing total current assets (136,221 million) by total current liabilities (147,570 million), yielding a value of 0.93. This result is somewhat lower than the 2022 ratio of 0.94, obtained by dividing the total current assets (146,791 million) by the total current liabilities (155,393 million).
The fall in the current ratio indicates a marginally lower ability to meet short-term obligations, potentially due to an increase in liabilities or a decrease in liquid assets. This tendency demands close attention because it affects the company's financial flexibility and ability to respond to short-term financial difficulties (Lucey, 2009).

Solvency ratios
Solvency ratios assess a company's long-term viability and ability to meet long-term financial obligations, which are crucial to investor and creditor confidence.
Debt to Equity Ratio
This ratio shows how much of a company's financing comes from creditors and investors. A greater ratio indicates that a corporation is placing itself at danger by depending extensively on debt. In 2023, Amazon's total debt, which includes both short-term and long-term obligations (309,852 million), is compared to its equity (154,526 million), yielding a debt-to-equity ratio of 2.01. This represents an increase from 2022 when the ratio was 1.67, calculated by dividing total liabilities (243,664 million) by total equity (146,043 million). The surge suggests a higher reliance on debt financing, which may increase financial risk by increasing the company's interest commitments and potentially eroding shareholder value (Attrill & McLaney, 2015).
Profitability ratios
Profitability ratios are important financial indicators that assess a company's capacity to create profits with its sales, assets, or shareholders' equity. These ratios are critical for determining the efficiency and efficacy of a company's operations over time. Profitability ratios like as return on sales, return on assets, and return on equity can help stakeholders understand how well a company is using its resources to generate profits. This study aids in understanding a company's operational performance, directing investment decisions, and evaluating management's ability to generate returns on shareholder investments.
Return on Assets (ROA)
This ratio measures how efficiently a company uses its assets to create profits. Net income for 2023 has not been disclosed. However, assuming a hypothetical net income of $10,000 million for ease of computation and comparison, Amazon's ROA would be computed by dividing this net income by total assets (464,378 million), yielding an ROA of around 2.15%. This estimate demonstrates the company's efficiency in employing its assets to generate profits, while actual data may differ. Trend study of ROA can reveal improvements in operational efficiency and profitability over time (Wood 2015).
Reasons for Performance Changes at Amazon.com Inc
Amazon.com Inc.'s financial performance has seen major changes, including an increase in debt and a decrease in liquidity. These shifts are largely the result of Amazon's aggressive expansion and growth tactics. The company has constantly prioritised expanding its market reach and improving its technology skills, which have resulted in significant expenditures in acquisitions and infrastructure development. Such strategic actions, while intended to assure long-term growth and competitive advantage, frequently necessitate significant upfront costs, and can strain short-term financial resources. This approach is consistent with Drury's (20) thoughts on the financial trade-offs that organisations must consider while expanding through capital-intensive initiatives.
Furthermore, external market factors have a significant impact on Amazon's financial performance. Increased rivalry in the e-commerce and technology industries drives Amazon to constantly innovate and expand its services, necessitating continuing expenditures. For example, the development of Amazon Web Services (AWS) and expansion into new worldwide markets necessitate not only direct cash investments but also significant operational resources. Regulatory pressures in diverse operations territories create an extra degree of financial stress. Governments throughout the world are increasingly scrutinising large digital businesses for unfair competition and data security issues, resulting in higher compliance costs and potential fines (Choi & Wang, 2009).
These factors, together with internal strategic decisions and external economic and regulatory settings, shape Amazon's financial picture. While these techniques are critical for sustaining a competitive advantage and generating long-term profitability, they may cause short-term volatility in financial measures like as debt levels and liquidity ratios. As Amazon navigates these complications, it continues to adjust its finance strategy to match immediate financial constraints with long-term strategic objectives.
Recommendations for Financial Improvement at Amazon.com Inc
As Amazon.com Inc. grows its global footprint and technological capabilities, it is critical to implement measures that ensure long-term financial viability while preserving a competitive advantage. Here are a few suggestions for boosting Amazon's financial health:
· Improve Cash Flow Management: Effective cash flow management is critical for preserving liquidity and supporting continuing operations without relying too heavily on debt. Amazon should enhance its inventory management to cut holding costs and increase cash conversion cycles. Implementing more effective inventory systems can assist in guaranteeing that money is not held up in excess stock, freeing up capital for strategic investment (Attrill & McLaney, 2015).
· Debt Management: While debt can be an effective tool for funding expansion, it also increases financial risk and can have an impact on profitability due to greater interest expenses. Amazon might benefit from a more balanced finance strategy that leverages both debt and equity. Refinancing current debt at lower interest rates or converting some short-term obligations to longer-term maturities can also assist in managing repayment pressures and improving solvency ratios (Drury, 20).
· Improve Cost Efficiency: Continuous improvement in operational efficiency can reduce expenses while increasing profits. Amazon should prioritise advanced analytics and machine learning to improve logistics, supply chain management, and customer support operations. These technologies not only decrease expenses but also improve service quality, resulting in increased client satisfaction and sales (Lucey 2009).
· Sustainable Growth efforts: Investing in sustainability efforts can improve Amazon's brand name while also reducing long-term costs. Investing in renewable energy sources for data centres and warehouses, for example, can save energy costs while also reducing environmental effects, harmonising with global sustainability trends (Weetman, 2016).
· Revenue Diversification: By entering new areas and developing new items, Amazon can minimise its reliance on specific geographic regions or product lines. Diversification not only spreads risk but also creates new revenue streams, resulting in more consistent financial performance across economic cycles (Wood, 2015).
Implementing these methods will help Amazon strengthen its financial position, improve operational efficiencies, and ensure a more sustainable growth trajectory. These enhancements will allow Amazon to negotiate the challenges of quickly shifting market dynamics and regulatory environments more effectively.








Conclusion 
The financial ratio analysis of Amazon.com Inc. reveals large changes in liquidity as well as a noteworthy increase in reliance on debt financing, both of which have had a significant impact on the company's financial stability. These findings emphasise the dynamic character of Amazon's financial landscape, where strategic investments in development and expansion have had short-term effects on liquidity ratios and debt levels. Addressing these financial difficulties is critical for Amazon, since strategic financial management may significantly improve the company's financial sustainability and operational efficiency.
This analysis also highlights the importance of financial ratios as vital instruments for assessing a company's financial health. Financial ratios provide a clear view of the company's state and developments over time by quantitatively measuring several areas of financial performance, such as liquidity, solvency, and profitability. Applying these insights can help Amazon make strategic decisions that balance expansion goals and financial conservatism. A more balanced approach to leveraging and liquidity management can reduce risks while aligning with long-term sustainability goals, resulting in a more resilient financial framework for the organisation (Ohlson, 1995).
By taking advantage of these insights, Amazon can continue its rapid growth while being financially stable, assuring its competitiveness and resilience in the face of changing market conditions.
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