
FINANCIAL RATIO ANALYSIS OF AMAZON.COM, INC. (2024–2025)



Ratio Analysis on Amazon.com
Amazon.com, Inc., has the necessary information to conduct ratio analysis because it publishes full, detailed annual accounts over many years. This will examine the financial performance of Amazon over two years (2024 vs 2025) using profitability ratios, liquidity ratios, efficiency ratios, and gearing ratios. This information has been taken from Amazon's 2024 and 2025 Annual Reports. As can be seen below, there has been a significant increase in sales ($637,959 million in 2024 vs $716,924 million in 2025), Operating Income ($68,593 million in 2024 vs $79,975 million in 2025), and Net Income ($59,248 million in 2024 vs $77,670 million in 2025). Total Assets increased from $624,894 million in 2024 to $818,042 million in 2025. Total Equity increased from $285,970 million in 2024 to $411,065 million in 2025. All these data points suggest that Amazon experienced substantial growth as well as an increase in profitability in 2025; however, some ratios indicate that such growth occurred at a higher level of capital intensity, resulting in pressure on Cash Flow.
Profitability Ratios
One key measure of profitability is Gross Profit Margin:
Gross Profit Margin = (Sales - Cost of Sales) / Sales x 100
In 2024: (637,959 - 326,288) / 637,959 x 100 = 48.85%
In 2025: (716,924 - 356,414) / 716,924 x 100 = 50.29%
There was a marginal improvement (1.44% decrees in 2024 versus 2025). Therefore, in 2025, Amazon produced more gross profit on every dollar of revenue than they did in 2024, indicating that Amazon either controlled costs better than they previously did (hence the higher gross margin) or they are selling a greater percentage of high-margin service activities, such as AWS and advertising. In support of this rationale, Amazon’s Annual Report indicates that service sales have increased from $365,648 million to $420,658 million. Sales ÷ 100
In 2024, the operating margin was 68,593 ÷ 637,959 ÷ 100 = 10.75%, while in 2025 it was 79,975 ÷ 716,924 ÷ 100 = 11.16%.
While this improvement indicates that in 2025, Amazon had been more successful at converting sales to operating margin, Amazon also reported many unusual costs that year, including $2.5 billion associated with the FTC settlement, approximately $2.7 billion related to severance payments, and $1.3 billion for asset impairments. Therefore, Amazon's "underlying" operating margin may have been even higher than reported.
The net margin showed higher gains:
Net margin = Net income / Sales ÷ 100
The net margin for 2024 was 59,248 ÷ 637,959 ÷ 100 = 9.29%, and for 2025 it was 77,670 ÷ 716,924 ÷ 100 = 10.83%.
This demonstrates a meaningful increase and indicates stronger performance on the bottom line. The increase not only reflects the fact that Amazon's sales revenue increased between 2024 and 2025, but also that Amazon's non-operating income was substantially higher and the benefits of scale were greater in 2025, as evidenced by the $15,229 million of other income reported in its statements as compared to only $2,250 million of other expenses reported in 2024, thereby contributing to the improved net margin.
Liquidity Ratios
The current ratio is a measure of the firm's ability to satisfy its short-term obligations:
Current ratio = Current assets / Current liabilities
As of December 31, 2024, the current ratio was 190,867 ÷ 179,431 = 1.06:1, and as of December 31, 2025, it was 229,083 ÷ 218,005 = 1.05:1.
The current ratio of 1.06:1 is slightly lower than the current ratio of 1.05:1, suggesting that although Amazon still had enough current assets to cover its current liabilities, it only had a narrow margin with which to do so. Thus, Amazon's liquidity position is adequate rather than strong.  The quick ratio gives you the amount of current liabilities minus current assets - inventory:
The quick ratios for the years ending December 31, 2024, and December 31, 2025, are:
2024 = (190,867 - 34,214) / 179,431 = 0.87:1 
2025 = (229,083 - 38,325) / 218,005 = 0.88:1. 
Both years' ratios less than 1 indicate Amazon partially relies on inventory turnover and cash generated from operations to meet its short-term liabilities. While not uncommon for large retailer-platform companies, it does indicate the need to continually monitor liquidity. Weetman (2016) points out the importance of liquidity ratios for determining if accounting profits are concurrent with adequate short-term resources.
Inventory turnover ratios indicate how well inventory is managed:
Inventory turnover = Cost of sales / Average inventory
For 2024, the inventory turnover ratio is 326,288 / ((33,318 + 34,214) / 2) or 9.66 times for 2024. The inventory turnover ratio for 2025 is 356,414 / ((34,214 + 38,325) / 2) = 9.83.
The increase in inventory turnover from 9.66 to 9.83 illustrates that Amazon is improving how it manages its inventory. Alalade (2025) states that Amazon's digital transformation and its supply chain systems provide it with better coordination, visibility, and management of inventories, and contribute to its supply chain efficiency. This translates into higher turnover ratios for both periods.
The asset turnover ratio provides information regarding how well assets generate sales.
Asset turnover = Sales / Average total assets
The asset turnover ratio for Amazon is:
2024 = 637,959 / ((527,854 + 624,894) / 2) = 1.11 times;
2025 = 716,924 / ((624,894 + 818,042) / 2) = 0.99 times.
Amazon’s asset turnover ratio for 2025 is down from 2024. The decrease in 2025 indicates that Amazon is investing in assets faster than its revenue is increasing. The annual report indicates that property and equipment have increased from $252.665 million to $357.025 million due primarily to investment in AWS and AI infrastructure. As a result, Amazon is more capital-intensive in the year 2025.
While return on assets (ROA) has improved from year 2024 to year 2025, as indicated below:
ROA = Net Income/Average Total Assets x 100
2024: 59,248/576,374 x 100 = 10.28%
2025: 77,670/721,468 x 100 = 10.77%.
This implies that despite expanding greatly, Amazon earned marginally greater profits from its asset base than it did the previous year.
The return on equity (ROE) decreased from 2024 to 2025, as indicated below:
ROE = Net Income/Average Equity x 100
2024: 59,248/243,923 x 100 = 24.29%
2025: 77,670/348,518 x 100 = 22.29%.
The decline in ROE is due, in part, to a significant increase in equity during the year, driven by retained earnings and other comprehensive income. According to Lakshmi et al. (2026), the strength of Amazon’s finances can be attributed to a substantially and increasingly strong equity-supported capital structure; therefore, Amazon became more equity-based, even while net profit increased.
The debt-to-equity ratio also improved for Amazon from 2024 to 2025, as indicated below:
Debt to Equity = Total Liabilities/Total Equity
2024: (624,894-285,970)/285,970 = 1.19
2025: (818,042-411,065)/411,065 = 0.99.
This decrease in the debt-to-equity ratio indicates that Amazon has become less leveraged compared to its equity base, which is indicative of a reduction in financial risk and support for the long-term sustainability of Amazon. In general terms, Amazon's financial performance was better in 2025 as compared to 2024, with increases in revenue, operating profit, and net income, along with improved operating margins and inventory turnover. This has in part been due to the size and diversity of its business, as Li et al (2025) state that the platform structure of Amazon provides it with substantial control over distribution, access to the international digital commerce market, and therefore enables Amazon to continue to grow its business and compete in the market.
Another factor for increased performance has been Amazon's digital transformation, which has positively impacted the efficiency of Amazon's supply-chain operations, specifically, inventory turnover (Alalade, 2025). This has provided further support for the improvement in turnover and margins.
There were negative indicators for Amazon also, Amazon's asset turnover declined along with free cash flow declining from $38.2 billion to $11.2 billion due to Amazon's significant capital investments for property, plant and equipment mostly towards AI and AWS infrastructure, which tend to generate greater long-term profits; thus, Amazon has an overall greater profit in 2025 compared to 2024, however, there is a weaker cash position at the end of 2025 than at the end of 2024.
To improve and maintain results going forward, Amazon should continue to invest in high-profit-margin and scalable businesses, such as AWS, advertising, and subscriptions, in order to increase overall profits, without being solely dependent on low-margin product sales. Additionally, better working capital management would improve Amazon's liquidity ratios and strengthen its balance sheet. According to Susilowati (2023), improved cost Management will result in improved strategic decisions, as Amazon attempts to balance growth with the discipline to use cash.
Regarding sustainability, Amazon needs to merge its financial gains with an equal level of commitment to environmental and social improvements. According to Yu et al (2022), Amazon has intentionally aligned its goals related to climate change, the circular economy, and employees, and, according to Celik et al (2025), there are concerns regarding the treatment of its workers and protests at Amazon. To improve its reputation as well as long-term sustainability, Amazon needs to enhance its labour practices, implement greener logistics, and decrease the number of resources it consumes.
Conclusion 
By utilising ratio analysis to compare Amazon's financial performance, one will be able to convert several billion dollars reported in its financial statements into comparable ratios to evaluate performance and achieve profitability, solvency, efficiency, and the financial structure of the business. In summary, the primary conclusion obtained from the above is that in 2025, Amazon maintains a much healthier financial position than it did in 2024, after increasing its margin, net income, and slightly improving its inventory management while reducing its level of debt. The major risk to Amazon in 2025 was declining asset turnover, along with reduced free cash flow due to aggressive investments in AI and AWS infrastructure. Therefore, from the written ratios above, the trend of Piggy is moving toward more profitability and stronger financial strength, with an increase in its total capital needed to operate; thus, overall, the analysis indicates that the financial performance of Amazon in 2025 is substantially stronger than 2024 and the ongoing ability to create sustainable future success or long-term returns on today's substantial investments will depend on how effectively Amazon converts those investments into sustainable returns.
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