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Introduction 
This report presents a full financial ratio analysis of Amazon.com, Inc. for the two years ending on December 31, 2022, and December 31, 2023. The ratios provide measures of profitability (operating/net margins, ROE), liquidity (current and quick ratios), efficiency (asset turnover, inventory turnover, receivables turnover), solvency (debt-to-equity) and cash-flow (FCF, FCF margin) to measure Amazon’s financial and operational performance. These ratios represent performance over time and relative to industry averages. Trends over the time frame mentioned will studied in conjunction with Amazon’s fulfilment growth strategy, AWS innovations and capex reallocations, along with macroeconomic and competitive factors. The findings support recommendations to achieve improved profitability, liquidity, and capital allocation, sustainability goals, and perspective on the value of ratio analysis utility referring to (Amazon.com, Inc, 2022; Amazon.com, Inc, 2023).
Data Sources and Method Used 
Primary data were used from Amazon’s Consolidated Statements of Operations, Comprehensive Income, Balance Sheet, and Cash Flow reconciliations for the years ended December 31, 2022, and 2023. Profitability ratios (operating margin, return on equity), liquidity ratios (current and quick ratios), efficiency ratios (asset turnover, inventory and receivables turnover), and solvency ratios (debt-to-equity) were calculated for 2022 and 2023. Free cash flow (FCF) and FCF margin were also calculated using Amazon’s non-GAAP reconciliations. All figures are expressed in U.S. dollars (millions).

Ratio Analysis and Comparative Performance
1. Revenue Growth
2022: $513,983
2023: $574,785
Growth of 11.8% YoY reflects continued expansion in North America (12%) and AWS (13%).
2. Profitability
Operating Margin:
2022: $12,248 / $513,983 = 2.38%
2023: $36,852 / $574,785 = 6.41%
The approximative 4 percentage-point uplift signals improved cost structure and high-margin segment mix, notably AWS and advertising.
Return on Equity (ROE):
2022: –$2,722 / [($138,245 + $146,043)/2] = –1.9%
2023: $30,425 / [($146,043 + $201,875)/2] = 17.5%
The swing from negative to robust ROE underscores Amazon’s return to profitability and efficient equity utilisation.


3. Cash Flow Efficiency
Free Cash Flow (FCF):
2022: –$11,569 (FCF)
2023: $36,813 (FCF)
Yields FCF margins of –2.25% and 6.4%, respectively, reflecting a shift from heavy capex to positive operational cash generation.
4. Liquidity
Current Ratio (Current Assets / Current Liabilities):
2022: $146,791 / $155,393 = 0.95
2023: $172,351 / $164,917 = 1.05
Quick Ratio [(Current Assets – Inventories) / Current Liabilities]:
2022: ($146,791–$34,405) / $155,393 = 0.72
2023: ($172,351–$33,318) / $164,917 = 0.84
Improvements indicate stronger near-term solvency.
5. Operating Efficiency
Asset Turnover (Revenue / Total Assets):
2022: $513,983 / $462,675 = 1.11
2023: $574,785 / $527,854 = 1.09

Inventory Turnover (Cost of Sales / Inventories):
2022: $288,831 / $34,405 = 8.39x
2023: $304,739 / $33,318 = 9.14x
Receivables Turnover (Revenue / AR):
2022: $513,983 / $42,360 = 12.13x
2023: $574,785 / $52,253 = 11.00x
Enhanced inventory turnover reflects better inventory management, while a modest dip in receivables turnover highlights growth in deferred revenue (e.g., AWS, Prime). 
6. Solvency
Debt-to-Equity (Total Liabilities / Equity):
2022: $316,632 / $146,043 = 2.17
2023: $325,979 / $201,875 = 1.62
The reduction indicates a healthier capital structure with greater equity backing.






Analysis of Influencing Factors
1. Conversion Satisfaction & Cost Efficiencies
Amazon's structural changes to its fulfilment system are arguably the main contributor to margin improvement. For example, by developing its network into eight separate regions, Amazon was able to lower average distance for last-mile delivery by approximately 10%, which resulted in a measurable drop in transportation costs per unit delivered (Charles & Uford, 2023). In addition, the regionalisation allowed for more densified inventory locations closer to end-customers which also lowered faster shipping premiums, and subsequently associated carbon emissions.
Much of the derived cost efficiencies were supported by investment in automation, and robotics. In 2023, Amazon utilized 50,000+ machine vision guided robots’ throughput their wholistic fulfilment centres which allowed for an estimated reduction of 15% in the amount of manual pick-and-pack labour hours undertaken, and 20% improvement in error rates (Umar, 2022). Those gains produced labour-cost efficiencies as well as faster order fulfilment which ultimately translated into higher end-customer satisfaction and repeated purchase rates (Umar, 2022).
Higher margin segments- mainly AWS- will continue to grow profit. AWS has launched instances purposely built for compute specialisation (Graviton3) and GenAI services in 2023, and the same utility and maximum-pricing structure will be applied as well. Consequently, AWS cooperatives increased to over 30% margins, as compared to mid-single digits with its core retail business (Cruz Lopez, 2023). Additionally, the digital services transition operates using economies of scale: incremental revenues incurred very little incremental costs, hence amplifying operating leverage.
2. Macroeconomic & Competitive Dynamics
While 2022 was largely characterised by inflation, increasing wages, shipping rates, and energy prices, 2023 began a process of normalising input prices, which would ease margins (Kothari, 2001). Moreover, Amazon began hedging fuel surcharges and multi-year agreements with logistics providers to ultimately smooth cost of goods sold and create predictability (Kothari, 2001).
E-commerce and cloud competition were pressuring pricing and service levels. In retail, Walmart and Alibaba increased omnichannel fulfilment and curb side delivery capacity that forced Amazon to invest in mobile lockers and robotics for same-day delivery and continue to deliver convenience (Ohlson, 1995). In cloud, Google Cloud and Microsoft Azure aggressively discounted multi-year commitments resulting ultimately AWS to develop tiered volume-discount pricing models which did apply a slight reduction in per-unit pricing but generated larger enterprise commitments and stickier customers (Weetman, 2016).
3. Sustainability & Governance
Sustainability at Amazon transitioned from a compliance approach to a key priority to develop cost savings, brand equity, and long-term viability. The 2040 "Shipment Zero" commitment will reach net-zero carbon in its operations ten years before the Paris Agreement's targets. By 2023, over 50% of Amazon’s energy consumption came from renewable projects, up from 40% in 2022, through power-purchase agreements for solar and wind projects (Walls et al., 2012). These contracts have the dual benefit of mitigating greenhouse-gas exposure, while also fixing energy prices so Amazon can shield itself from the future inflation of utility costs.
From a supply chain perspective, Amazon required Scope 3 supplier emissions disclosures from the top 500 (by revenue) first-tier suppliers. This has quickened the pace of electric vehicle adoption and solar-powered warehousing across the network (Walls et al., 2012). Packaging innovations, like the development of 100% curb-side recyclable mailers and the use of lightweight fulfilment boxes, have reduced packaging weight per unit by 15%, which has helped reduce transportation emissions and material costs (Walls et al., 2012).
Improvements in corporate governance have been an accompaniment to Amazon’s environmental behaviours. Amazon expanded its sustainability and corporate responsibility (SCR) team and included ESG metrics in the executive compensation plan to ensure leadership accountability (Walls et al., 2012). The inclusion of non-financial KPIs in performance appraisals safeguards the possibilities of long-term thinking and reduces the likelihood of greenwashing. Academic research has established that strong governance-ESG alignment lower the cost of capital therefore Amazon’s active position means stronger investor perceptions and lower borrowing rates may be feasible (Walls et al., 2012).
Recommendations for Future Improvement
1. Ramp Up AI-Focused Automation
Utilising existing robotics technologies, Amazon should implement cutting-edge autonomous mobile robots (AMRs), with onboard artificial intelligence (AI) mapping to support dynamic path-planning in fulfilment centres. This will further reduce labour reliance and allow for continual operational efficiencies with predictive maintenance, lessening downtimes (Umar, 2022). 
2. Widen Micro-Fulfilment Footprint
Establishing modular, highly automated micro-fulfilment centres within urban “last-mile” sectors can reduce average delivery radius to under 5 miles, decreasing average transport emissions and cost-to-serve (Charles & Uford, 2023) by an estimated 12%. Smaller footprints reduce facility capital requirements and allow for a fast-tracked roll-out.
3. Scale AWS Specialized Offerings
Increase investment into proprietary AI chips (Trainium) and serverless GenAI pipelines to differentiate AWS from competition, while gaining share of rapidly developing enterprise AI workloads. Amazon should consider usage-based, outcome-based pricing models better aligned with customer value-creation while locking in multi-year contracts (Jin, 2023).
4. Maximise Working Capital & Circularity
Vendor financing arrangements should be implemented to extend vendor payables without harming vendor liquidity, and consignment inventory arrangements to support reduced inventory holding costs. At the same time, consideration can be given to investing in a circular packaging program whereby return packaging is reclaimed through sanitising and reuse while also helping lower material procurement costs (Weetman, 2016).
5. Scale from Renewable Energy Portfolio 
Aim for 75% renewable energy portfolio mix by the end of 2025, sourced from hybrid solar-storage projects and measured on-site generation capacities at larger fulfilment hubs. Accessing battery storage sites will allow variability in renewable supply to be smoothed out whilst achieving cost savings on peak demand (Walls et al., 2012). 
6. Improve-On ESG Integration
Expand Scope 3 reporting to complaining secondary sources where necessary, along with developing water usage and circular-economy metrics within current sustainability dashboards. Tying in another tranche of executive compensation to delivery of these targets, will help execute management discussions for responsibly managing emissions against longer-term environmental performance (Walls et al., 2012). 
Conclusion 
In the last financial year, financial success was made between 2022 and 2023: Operating margin rose from 2.38% to 6.41%, Net margin increased from –0.53% to 5.29% and ROE heightened from –1.92% to 17.49%, while Free cash flow margin swung from (–2.25) per cent to a 6.40 positive free cash flow margin. Debt-to-equity ratio also reduced from 2.17× to 1.61× ratios.  Sustainability has change is success from risk mitigation to cost reduction for the direction of renewable energy, supply-chain decarbonisation and then circular packaging program. Setting ESG metrics in governance has helpful align longer term value creation with stakeholders’ expectations. Ratios analysis helps to provide standardised performance measurement - showing performance on AWS and inventory-cycle challenges, while giving evidence to set actionable recommendations. Future success for Amazon is contingent on continuing to design with automation, investment capital allocation and sustainability at the forefront of this overall vision.
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