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Overview

The objective of this report is to conduct a ratio analysis of Amazon.com Inc. based on its annual reports for 2024 and 2025. Multiple years of publicly available financial statement information make Amazon a suitable candidate for a ratio analysis due to its operations across the globe in the channels of e-commerce, cloud computing, advertising and digital services. In addition, ratio analysis helps to simplify large financial statement information into liquid, profitable, efficient and capital-related positions that give the manager/investor the ability to make better quality decisions (Nurdinova 2024). As a company whose current research indicates a strong correlation with the ability for performance linked to innovation strategy, digital scale and competitive advantage (Charles & Uford 2023, Sadq, Sabir, and Saeed 2018), Amazon also serves as an excellent case study.

2024 versus 2025 Performance Comparison

Ratios indicate that Amazon had greater overall performance in 2025 than in 2024 regarding profitability. For example, total net sales grew from $637.96 billion in 2024 to $716.92 billion in 2025, while operating income grew from $68.59 billion to $79.98 billion. Further, net income increased from $59.25 billion to $77.67 billion, indicating that the business generated additional revenue and therefore converted a greater percentage of revenue to profit in 2025.
Amazon experienced improved gross profit margins moving from 48.85% in 2024 to 50.29% in 2025, and operating margins grew from 10.75% to 11.16% while net profit margins improved from 9.29% to 10.83%. These margin increases point to Amazon controlling its costs and positive product sales mix in 2025, thereby supporting the idea that Amazon’s business model is favourably affected by strategic positioning, platform scale and competitive advantages built over time (Basile 2026, Bruijl 2018). The annual report for Amazon, which until 2020 had about the same number of employees, just under one million, now includes a clear indication of the company's strong growth trajectory across all areas of the business. In the Amazon reporting period, the company reported revenue growth of 12% and year-on-year operating income growth of 17%, in addition to continuing expansion in Amazon Web Services (AWS), retail, and advertising and subscription-linked services, with significant gains in margins too. This continued strong performance through 2020 is likely due in part to Amazon's ability to generate increasing amounts of cash from operations.
Liquidity remained stable but slightly constrained. The current ratio decreased slightly from 1.06 to 1.05, while the quick ratio marginally increased from 0.87 to 0.88. These ratios suggest that Amazon can pay short-term obligations but still relies heavily on managing working capital efficiently rather than keeping large amounts of cash or cash equivalents on hand. Part of the reason for this, which can be expected for an operation like Amazon's with such large volumes flowing through its business every day, is that Amazon's lack of large amounts of cash and cash equivalents provides little cushion against potential operational difficulties in the future. One area where Amazon must therefore remain disciplined is in its management of cash flow. Numerous studies demonstrate that effective cash-flow management leads to significantly improved firm performance (Laghari, Ahmed and López García, 2023).
Return on Assets (ROA) remained relatively constant at approximately 9.5%, which suggests Amazon was able to continue generating a solid return on its investment of assets. However, Amazon's Return on Equity (ROE) decreased from 20.72% to 18.89%. This decrease does not necessarily equate to lower performance. Rather, what this decrease compared to the previous year reflects is that Amazon's total Equity level has increased significantly by approximately $50 billion. Definitive evidence of an improvement in Amazon's debt ratio from 54.24% to 49.75% over the prior year supports the notion that Amazon's equity position is stronger, with a corresponding reduction in the risk associated with its balance sheet. 

Reasons for Performance Change

The reason for the 2025 enhancement in performance is a solid, continuing strategy for expanding and monetising further the high-margin portions of Amazon's business. According to the most recent reports, AWS sales grew from $108B in 2024 to roughly $129B in 2025, while operating income increased as well, despite the considerable investments occurring. Revenue had an increasing number of investors' actual income in 2025. Since AWS (as well as advertising and service) earns higher, better margins than retail, a considerable increase in revenues generated from those three revenue streams resulted in a corresponding increase in profit. These findings align with existing literature that argues success for Amazon results from being innovative, digitally transformed and able to successfully capitalise on technological advances (Ali & Safaa, 2022; Soto Setzke et al., 2023).

However, there were also negatives in 2025. Free cash flow fell sharply due primarily to a much larger-than-expected increase in the capital expenditures associated with Amazon's artificial intelligence infrastructure investments. According to the report, free cash flow fell from $38B to $11B, primarily from an increase of $50.7B YOY in property and equipment purchases. Therefore, although Amazon experienced increased profitability in 2025, its liquidity ratios did not materially improve compared to prior year ratios. Effectively, Amazon is experiencing increased profitability and becoming capital intensive short run. As such, these findings provide support for the argument that strategic planning in modern organisations requires organisations to accept short-term pressures in striving for a long-term position (Dhlamini, 2025; FERMA, 2025).

Recommendations for Further Financial Performance Improvements and Sustainability

1. Continue to grow good profit businesses like AWS, advertising and subscription services, as these revenue streams provide the opportunity to increase profitability while decreasing reliance on the less profitable retail segment (Charles & Uford, 2023).
2. More closely monitor capital expenditures to ensure that investments made in AI and infrastructure will return sufficient capital, long-term. A more disciplined capital expenditure allocation strategy will also assist with preserving liquidity and preventing large fluctuations in free cash flows.
3. Improve efficiency in working capital through early collections on receivables and reducing excess quantities of inventory on hand. While small increases in operational efficiency may seem insignificant for Amazon, small improvements could free up billions of dollars in cash for Amazon's future.
4. Continue investments in sustainability, logistics efficiencies and low-carbon operations. Research continues to show a strong correlation between sustainability performance and overall business performance and firm value (Perez Estebanez & Sevillano Martín, 2025; Fauzi, 2022). This is especially true for Amazon, where Amazon's large logistics network and energy-intensive data centres can benefit from sustainable practices.
5. Management should balance growth versus supporting long-term financial stability by maintaining margins by limiting exposure to legal, regulatory and competitive pressures. These pressures will continue to impact companies with the significant market power associated with Amazon (Maher & Aquanno, 2025).

Conclusion

In summary, the overall results of the financial ratio analysis indicate that there is a clear financial improvement at Amazon in 2025. Each of the profitability ratios improved, sales and gross margin grew significantly, while the debt ratio improved, creating a stronger financial structure for Amazon. While liquidity levels were still considered adequate, they are becoming marginally tight. In addition, return on equity decreased due to the continued net (increase) in equity capital, growing faster than net profit. The most significant finding is that the increased profitability and financial strength were achieved as a part of a significantly larger level of investment, resulting in decreased free cash flow in the short-term. The financial analysis process provided clarity to otherwise complex financial statements and created an opportunity to identify where Amazon has improved, where issues continue to exist and should be the priority of management (Akdemir & Şimşek, 2023; Velickovic, Stanojevic & Veselinovic, 2023).

Ratio Calculations: Amazon.com, Inc. (2024–2025)

1. Current Ratio: (Current Assets / Current Liabilities)
2024 = 190,867 / 179,431 = 1.06:1
2025 = 229,083 / 218,005 = 1.05:1
2. Quick Ratio: (Current Assets – Inventory) / Current Liabilities
2024 = (190,867 – 34,214) / 179,431
         = 156,653 / 179,431 = 0.87:1
2025 = (229,083 – 38,325) / 218,005
         = 190,758 / 218,005 = 0.88:1
3. Gross Profit Margin: (Gross Profit = Net Sales – Cost of Sales)
2024 = (637,959 – 326,288) / 637,959 × 100
         = 311,671 / 637,959 × 100 = 48.85%
2025 = (716,924 – 356,414) / 716,924 × 100
         = 360,510 / 716,924 × 100 = 50.29%
4. Operating Profit Margin
2024 = 68,593 / 637,959 × 100 = 10.75%
2025 = 79,975 / 716,924 × 100 = 11.16%
5. Net Profit Margin
2024 = 59,248 / 637,959 × 100 = 9.29%
2025 = 77,670 / 716,924 × 100 = 10.83%
6. Return on Assets (ROA)
2024 = 59,248 / 624,894 × 100 = 9.48%
2025 = 77,670 / 818,042 × 100 = 9.49%
7. Return on Equity (ROE)
2024 = 59,248 / 285,970 × 100 = 20.72%
2025 = 77,670 / 411,065 × 100 = 18.89%
8. Debt Ratio: (Total Liabilities / Total Assets)
2024 = (624,894 – 285,970) / 624,894
         = 338,924 / 624,894 = 54.24%
2025 = (818,042 – 411,065) / 818,042
         = 406,977 / 818,042 = 49.75%
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