2



Financial Ratio Analysis of Amazon.com, Inc. (2024–2025)




Introduction

The following analyses are made from the financial statements for the years 2024 and 2025 of Amazon.com, Inc. and compared against both of those periods. Ratio Analysis is an excellent way to convert large figures in financial statements into simple ratios that represent profitability, liquidity, efficiency, and solvency for more accessible use in decision-making (Olayinka 2022; Rashid 2021). As a result of this, Amazon.com, Inc. is perfect for conducting this comprehensive analysis because they provide each year-end financial statement and is in a fast-paced, developing e-commerce and technology environment. It should be noted that Amazon had annual sales of $637.96 billion in 2024 and $716.92 billion in 2025, and a net profit of $59.25 billion for 2024 and $77.67 billion for 2025. During this period, total assets increased significantly from $624.89 billion in 2024 to $818.04 billion in 2025, reflecting the continued growth of both physical infrastructure and AI investment.
Ratios
1. Current Ratio
2024 = Current assets / Current liabilities = 190,867 / 179,431 = 1.06 to 1
2025 = 229,083 / 218,005 = 1.05 to 1
2. Quick Ratio (that is, cash + short term market instruments + receivables)
2024 = (Current Assets – Inventory) / Current Liabilities = (190,867 – 34,214) / 179,431 = 0.87 to 1
2025 = (Current Assets – Inventory) / Current Liabilities = (229,084 – 38,325) / 218,005 = 0.88 to 1
3. Operating Income as a Percentage of Sales (Operating Profit Margin)
2024 = Operating Income/Sales = 68,593 / 637,959 = 10.75
2025 = Operating Income/Sales = 79,975 / 716,924 = 11.16
4. Net Income as a Percentage of Sales (Net Profit Margin)
2024 = Net Income/Sales = 59,248 / 637,959 = 9.29
5. Return on assets (ROA)
2024 = 59,248 / ((527,854 + 624,894) / 2) × 100 = 10.28%
2025 = 77,670 / ((624,894 + 818,042) / 2) × 100 = 10.77%
6. Return on equity (ROE)
2024 = 59,248 / ((201,875 + 285,970) / 2) × 100 = 24.29%
2025 = 77,670 / ((285,970 + 411,065) / 2) × 100 = 22.29%
7. Inventory turnover
2024 = Cost of Sales / Average Inventory
= 326,288 / ((33,318 + 34,214) / 2) = 9.66 times
2025 = 356,414 / ((34,214 + 38,325) / 2) = 9.83 times
8. Debt-to-equity ratio
2024 = Total Liabilities / Equity = (624,894 – 285,970) / 285,970 = 1.19
2025 = (818,042 – 411,065) / 411,065 = 0.99025 = Net Income/Sales = 77,670 / 716,924 = 10.83. 

Analysis of Performance

Clearly, improvements in all the measures above illustrate that performance for Amazon increased in 2025 relative to 2024. Operational Margins rose from 10.75% in 2024 to 11.16% in 2025, and Net Profit Margins also changed in the same direction from 9.29% in 2024 to 10.83%, thus converting higher proportions of sales dollars into each dollar of profit in 2025. The increases in revenue were attributed to increases in the units sold, the increase in services sold to third-party sellers, the growth in our sortation centres, and advertising. Most importantly, the rapid growth and improvement of AWS revenue, which increased from $107.56 billion (2024) to $128.73 billion (2025), as well as improved Operating Income from $39.83 billion in 2024 to equal to $45.61 billion in 2025.
This improvement is supported by prior research completed on our business model by Charles and Uford, indicating that the superior performance exhibited by Amazon is attributed to its Scale, Diversification, and Operational Discipline. According to Akdemir and Şimşek (2023), Amazon’s financial stability is supported through profitability drivers that are stronger than those of many other companies. Pu et al. (2025) state that online shopping reviews influence clicks and purchases, which affirms that the seller marketplace and trust in the platform ecosystem of Amazon continue to be supportive of transaction growth.
Liquidity levels remained stable; however, they were not considered strong. The current ratio declined slightly from 1.06 to 1.05 while the quick ratio increased slightly from 0.87 to 0.88, which indicates that Amazon can cover its current liabilities through short-term financial means, but the amount of headroom available to make short-term payment obligations is less than that of companies with a large amount of cash readily available. In Amazon’s case, having a small amount of liquidity is not viewed negatively because large retailers and platform businesses can operate at a high level of efficiency with a limited amount of working capital. Liquidity ratios should always be considered within the unique context of the business model and industry structure (Rashid, 2018; Hasidi, Baheri, & Hajar, 2024). Amazon’s fast stock turnover, in addition to its operating cash flow, can help offset its low liquidity ratios.
Efficiency ratios showed slight improvements as well from 2025. Rapid increases in inventory turnover increased from 9.66x in 2025 to 9.83x in 2025, showing that in 2025, Amazon was able to sell its inventory volume more quickly. Increased efficiency in inventory turnover is critical as it reduces total holding costs and increases cash conversion rates. Alalade (2025) links the digital transformation and increased efficiency of its supply chain with improvements in operational performance, and this is evidenced in the company’s annual reports through ongoing efficiencies in the fulfilment process, increased use of robotics, and continued improvements to the infrastructure of its delivery network.
In addition, solvency ratios increased in 2025. The debt-to-equity ratio improved from 1.19 in 2024 to 0.99 in 2025, or simply stated, Amazon relied less on liabilities and increased its use of shareholder equity in 2025 relative to its total liabilities. The improved balance sheet indicates Amazon is less leveraged and more resilient, as Bajpai and Sharma found that strong cash flow management and balanced financing create resilience in global enterprises - both of which are particularly true for Amazon with its substantial equity position and low relative leverage. Yet, although the ROE fell from 24.29% to 22.29%, that did not mean the performance deteriorated, because retained earnings, along with comprehensive income, increased more rapidly than net earnings over this period, contributing to the increase in the value of Amazon's total equity, although the increase in equity decreased the percentage return on equity.
There are three primary factors behind Amazon's improved performance in 2025. First, Amazon's revenues increased by 12%, driven by increased strength in North America, International, and AWS. Second, Amazon effectively managed its core cost ratios with the cost of sales as a percentage of revenue decreasing from 51.1% to 49.7%, and fulfilment costs as a percentage of sales going from 15.4% to 15.2%. Third, Amazon continued to leverage the strong ecosystem it has created through its advertising, subscription and cloud services, to capture additional sales from these channels.
However, not all the key performance indicators experienced improvement. FCF decreased from $38.2 billion to $11.2 billion due to significant increases in property, plant and equipment purchases ($77.7 billion to $128.3 billion), resulting primarily from AI investments and infrastructure. As a result, while Amazon improved profitability on an accounting basis, it has weakened substantially in terms of cash generation post capital expenditures in the short term. According to Qin, Adhikariparajuli and Hassan (2022), Amazon's financial position will be positively influenced by external shocks and strategic responses, with major issues primarily focused on significant investments, not weak demand. Dimovski, Mitic and Veselinovic (2025) concurred when they stated that e-commerce firms have low to no financial ability to adapt to a changing environment due to the high amount of investment required to grow.
Sustainability is critical to supporting future performance as ESG (environmental, social and governance) performance has been shown to have a greater influence on businesses' financial results and business model innovation (Bruna, A. et al., 2022; Shmelev & Gilardi, 2025). Yang and Kuang (2025) stated that businesses reporting their ESG performance have shown lower financial risk than e-commerce firms engaged in cross-border operations. Many opportunities have developed for Amazon as a direct result of the tremendous growth of technologies associated with AI, logistics and global retail operations. However, these growth opportunities have created an expectation for Amazon to perform better in environmental, governance and operational practices.

Why Performance Changed and Conclusion

Amazon should implement three improvements: i) to reduce capital expenditures and phase these projects more thoughtfully while prioritising AI and infrastructure projects with the potential counter match or exceed the risk associated with the capital, ii) continue to effectively use data analytics, automation and forecasting to improve working capital through increased inventory efficiencies; and iii) deepen their investment in sustainable logistics operations, packaging, energy efficiencies and ESG disclosure to develop long-term risk profiles and increase trust from their stakeholders (Deng et al., 2024; Yang and Kuang, 2025). Increased effectiveness in these areas will support both Amazon's profitability and resilience.
Overall, the ratio analysis has proved to be an extremely helpful tool in understanding and analysing Amazon's financial condition because it converts a complex group of accounts into essential indicators of the health of a company. Amazon's financial performance in 2025 as compared to 2024's financial performance improved in terms of profitability, return on assets, inventory efficiency and solvency ratios. The three most notable findings from this analysis were that Amazon improved their margins, reduced its leverage and maintained a strong rate of growth in revenue, with AWS and revenue being the primary contributors to revenue growth. The greatest decline observed was a substantial decline in free cash flows caused by a large degree of capital expenditures. Therefore, even though Amazon is financially safe and strategically positioned to succeed, both moving forward and improving will depend upon its ability to balance growth with cash discipline and sustainability.
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