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Ratio Calculation 
The annual reports of Amazon have been chosen because they contain a complete set of financial statements for both the years 2024 and 2025. This allows for an easier analysis of the ratios between the two years.
Current ratio = Current assets / Current liabilities
2024 = 190,867 / 179,431 = 1.06:1
2025 = 229,083 / 218,005 = 1.05:1
Quick ratio = (Cash + Marketable securities + Accounts receivable) / Current liabilities
2024 = (78,779 + 22,423 + 55,451) / 179,431 = 0.87:1
2025 = (86,810 + 36,219 + 67,729) / 218,005 = 0.88:1
Operating profit margin = Operating income / Net sales × 100
2024 = 68,593 / 637,959 × 100 = 10.75%
2025 = 79,975 / 716,924 × 100 = 11.15%
Net profit margin = Net income / Net sales × 100
2024 = 59,248 / 637,959 × 100 = 9.29%
2025 = 77,670 / 716,924 × 100 = 10.83%
Return on assets (ROA) = Net income / Total assets × 100
2024 = 59,248 / 624,894 × 100 = 9.48%
2025 = 77,670 / 818,042 × 100 = 9.49%

Return on equity (ROE) = Net income / Shareholders’ equity × 100
2024 = 59,248 / 285,970 × 100 = 20.72%
2025 = 77,670 / 411,065 × 100 = 18.89%
Debt-to-equity ratio = Total liabilities / Shareholders’ equity
2024 = (624,894 − 285,970) / 285,970 = 1.19
2025 = (818,042 − 411,065) / 411,065 = 0.99
Free cash flow margin = Free cash flow / Net sales × 100
2024 = 38,219 / 637,959 × 100 = 5.99%
2025 = 11,194 / 716,924 × 100 = 1.56%
Comparison and Analysis of Ratios
The analysis of ratios reveals that Amazon improved in profit generation during 2025 but generated poorer cash flow than before. Total revenue increased from $637.96 billion to $716.92 billion; operating income increased from $68.59 billion to $79.98 billion; and net income improved from $59.25 billion to $77.67 billion. This resulted in an increase in both operating margin and net profit margin.
The increase in margins indicates that Amazon was able to convert more of its sales into profits in 2025 than in 2024. These results are consistent with previous research on ratio analysis, which suggests that profitability ratios, margin, return on total assets (ROA), and return on equity (ROE) continue to be important for assessing company performance; however, cash flow ratios provide important second-layer interpretations without replacing traditional measurements (Seretidou et al., 2025; Lubis, 2023; Tudose et al., 2022).
Liquidity remained relatively constant. The current ratio decreased slightly from 1.06 to 1.05, while the quick ratio increased slightly from 0.87 to 0.88. This indicates that Amazon will still be able to pay its short-term obligations but has little liquidity cushion. For a company of Amazon’s size, this isn’t alarming; however, it indicates that management is managing working capital closely and does not have excess cash available. Financial ratio studies indicate that liquidity ratios can best be understood when evaluated together with profitability and cash flow indicators rather than on their own (Seretidou et al., 2025).
The ROA remained virtually unchanged at approximately 9.5%. This means that Amazon generated approximately the same return from its much larger asset base no later than 2025. The ROE did, however, fall from 20.72% to 18.89% because equity now grew faster than profit. According to Yousaf and Dey (2022), Return on Assets is one of the strongest indicators of company performance. Therefore, the continued strength of ROA reflects that Amazon continued to achieve high operating efficiencies throughout 2025, even though it substantially increased its total assets.
Improvement in leverage. Amazon's debt-to-equity ratio decreased from 1.19 to 0.99, indicating that Amazon has become less dependent on liabilities when compared to equity. This decrease is generally viewed positively; lower reliance on leverage means lower risk for a company. However, a company should seek to have a balanced leverage structure, rather than simply minimising the total amount of debt (Odhiambo et al., 2025).
Reasons for Amazon's Greater or Lesser Performance
Amazon's continued strong performance during 2025 is primarily attributed to continued strong sales growth as well as the growth of higher-margin sales activities. Amazon reported revenue growth of 12%, AWS revenue growth of 20%, and an increase in operating income of almost $80 billion. Management attributed ongoing sales growth to increased unit volume, increased sales volume from third-party sellers, increased sales from advertising, increased sales from membership subscriptions, and continued customer focus on price, selection, and convenience.
Digitalisation and analytics also contributed to Amazon's continued strong performance in 2025. Abakpa and Dvoulety (2025) conducted a systematic review of the literature and reported that digitalisation has a positive impact on financial performance when it enhances efficiency, adaptability, and competitiveness. Ogunmokun et al. (2025) further indicated that business analytics supports revenue optimisation and competitive advantages in the e-commerce environment. Amazon relates closely to the concepts outlined in this research, as the company's substantial size, large store of data, advertising model, advanced logistics technology, and AWS platform are all supportive of margin improvement.
Additionally, Amazon may have benefited from the use of personalisation and customer retention tools. Davidson & Rajeswari (2025) provide an example of how Amazon has successfully utilised personalisation in its approach to lapsed Prime subscribers. This is significant as subscription services and repeat purchases contribute to recurring revenue and long-term customer value.
There are also other areas in which Amazon underperformed, such as in free cash flow generation. Free cash flow dropped from $38.2 billion in 2024 to $11.2 billion in 2025 (albeit operating cash flow rose). According to Amazon’s own report, this can be ascribed principally to a year-over-year increase of $50.7 billion in property and equipment purchases (primarily AI-related capital expenditures). Thus, while profitability increased, the short-term cash available post-investment fell off sharply.
The distinction between profit and free cash flow would explain why cash flow ratios are considered so important; Seretidou et al. (2025) suggest that cash flow ratios provide a dynamic view of liquidity and financial health, while Ivanov & Kobets (2025) demonstrate how future analyses of financial impact will increasingly rely on combining financial metrics with a wider array of performance signals. Amazon's 2025 results provide an excellent illustration of this point: the company's income statement appears to be stronger than its cash flow statement, indicating that aggressive investment is pressuring the company's cash flow.
Future Recommendations for Financial Improvement and Sustainability
First, Amazon should continue to make significant investments in AI and infrastructure, but with greater discipline around capital allocation. The company must ensure that any major capital expenditures create quantifiable returns from AWS, advertising, or logistics areas of its business. If successful, this would begin to replenish free cash flow while simultaneously not jeopardising long-term growth (Veracity, 2025). In conclusion, Amazon should work toward enhancing operational efficiency through automation and using predictive methodologies with advanced analytics as it relates to allocation of resources (Wang et al., 2025; Ogunmokun et al., 2025). This includes the continued use of these methods by Amazon to help them maintain greater efficiencies and sustainability in operations and supply chain management.
In the third area of focus, Amazon should also improve upon and develop its sustainability governance and environmental sustainability practices and policies. Recent studies show that sustainability is increasingly related to greater long-term financial sustainability of a business using sustainable practices (Khamis et al., 2025; Rahim & Aisyah, 2025; Zeng et al., 2022). For Amazon, this could be done through continued commitment to utilising renewable energy for logistics, developing greener logistics and transportation methods, implementing energy-efficient practices in data-centre management, and providing more disclosures on long-term sustainability returns. Fourthly, Amazon should have strong financial reporting controls and needs to be aware of the potential for financial statement distortion due to increasing complexity and pace of business growth (Adejumo & Ogburie, 2025). Due to Amazon's size and extent of investment activities, the need for transparency in all aspects of its business operations is very important.
The result of the ratio analysis conducted indicates that Amazon had improved financially in 2025 versus 2024 with respect to profitability (as measured by operating margins), growth in sales (as measured by revenues), and capital structure (as measured by long-term debt/equity ratio) in 2025, but had decreased in free cash flow performance due to the level of investment and the increase in operating margin and net margin, with no change in ROA, a decrease in ROE due to increased shareholder equity, stability in liquidity, and the decrease in free cash flow margin.
The results of this analysis also demonstrate the usefulness of ratio analysis for transforming large financial statements into a more concise picture of organisational performance. The traditional ratios provide evidence that Amazon is becoming more profitable. While cash flow ratios make it very clear that Amazon is under pressure to grow aggressively by investing heavily in artificial intelligence and infrastructure. Utilising both traditional and cash flow ratios allowed for a comprehensive financial analysis of Amazon's recent financial results (Seretidou et al., 2025; Yousaf & Dey, 2022).
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