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Part (A)
[bookmark: _Toc174091789]Introduction to Amazon:
Amazon. com was established in July 1994 by Jeff Bezos and it initially started as an online bookstore and has grown to become one of the biggest e-commerce company in the world. Amazon is one of the largest companies in the world and has its headquarters in Seattle, Washington, USA; the company’s services and products include e-commerce, cloud computing (AWS), digital media and AI.
Business Model:
[image: ]The business model of Amazon is quite diverse and the company uses several types of revenues. It maintains an online store where it sells its products to the end user and also through other merchants. Some of the features that come with the Amazon Prime include free shipping, movies and TV shows, and special offers (Amazon, 2023). Also, the company offers cloud computing services through its subsidiary Amazon Web Services (AWS) to businesses and governments which also forms a large part of its income. Amazon also earns its revenue through advertising, using its consumer data to target customers, and through subscription services like Kindle and Amazon music. (Reuters, 2021).
Marketplace
Amazon’s store is an environment where third-party sellers can offer products alongside the company’s products. This marketplace model greatly enlarges the choice of goods for consumers and makes it possible for Amazon to receive revenues from commissions and fees, without owning stocks.
Major Competitors
Amazon faces competition across its diverse business segments:
· E-commerce: eBay, Walmart, Alibaba, and Target.
· Cloud Computing: Microsoft Azure, Google Cloud Platform, IBM Cloud, and Oracle.
· Digital Streaming: Netflix, Disney+, Hulu, and HBO Max.
· Artificial Intelligence: Google, Microsoft, and IBM.

Major Recent Events (2019-2024)
1. Leadership Changes:
In July 2021, Jeff Bezos stepped down as CEO and transitioned to the role of Executive Chairman. Andy Jassy, the former CEO of AWS, succeeded him as Amazon's CEO.
2. Legal Issues:
Amazon has been scrutinized for its business practices in the U.S., Europe, and other regions, with regulatory bodies investigating its dominance in the e-commerce market and its treatment of third-party sellers (Reuters, 2021). Additionally, Amazon has faced several legal battles and strikes related to employee working conditions, particularly in its warehouses. A notable example occurred in April 2021, when a unionization effort at a warehouse in Bessemer, Alabama, attracted widespread attention, although the union was ultimately not formed (The Guardian, 2021).
3. Financial Performance:
Despite the COVID-19 pandemic, Amazon reported substantial growth in revenue and profit, driven by increased online shopping and demand for cloud services. In 2020, Amazon's annual revenue surpassed $386 billion, and net income reached $21.3 billion.
[image: ]However, in 2022, Amazon reported its first quarterly loss since 2015, largely due to a slowdown in online sales post-pandemic, increased labor costs, and inflationary pressures.
4. Strategic Changes:
Amazon has continuously enhanced its Prime membership benefits by expanding its one-day delivery service and adding more exclusive content to Prime Video (Amazon, 2023). AWS has also experienced significant growth, with the expansion of its services and data centers globally, solidifying its position as a leading cloud service provider (Reuters, 2021). Additionally, Amazon has made strategic acquisitions to bolster its market position, including the purchase of MGM Studios in 2021 to enhance its streaming content library and the acquisition of Zoox, an autonomous vehicle company, in 2020 (The Guardian, 2021).
5. Sustainability Initiatives:
Amazon has set a target of becoming a net-zero carbon company by 2040 and has come up with programs such as The Climate Pledge. The company has also embraced the use of renewable energy in its operations and electric delivery vehicles (Amazon, 2023). Nonetheless, Amazon still remains a market leader, which has been experiencing rather severe regulatory and competitive pressures, yet has been successfully diversifying its business, developing new products and services, and expanding its operations all over the world. (Reuters, 2021).
Part (B)
[bookmark: _Toc174091790]Financial Performance Review of Amazon (2019-2023)
The following is the analysis of Amazon’s financial performance in the last five years, showing its growth and market share, as well as some issues. Below is the breakdown of the financial ratios that are important in the analysis of Amazon for the period between 2019 and 2023.
Liquidity Ratios
[image: ]1. Current Ratio: The current ratio is an indicator of the capacity of a company to meet its short term liabilities with its current. assets.
2019: 1.10
2020: 1.25
2021: 1.14
2022: 1.10
2023: 1.03


The current ratio has been more or less consistent with a slight decline in 2023; this means that Amazon’s current assets are adequate to cover its current liabilities but with a declining margin. 
 2. Quick Ratio: The quick ratio reduces inventory from the current assets to determine the immediate liquidity.
2019: 0.86
2020: 0.98                                                 
2021: 0.90
2022: 0.87
2023: 0.82
Amazon's quick ratio indicates a strong liquidity position, though it has slightly decreased over the years, suggesting reliance on inventory to meet short-term obligations.
Profitability Ratios
1. Gross Profit Margin: This ratio measures the percentage of revenue exceeding the cost of goods sold (COGS).
[image: ]2019: 40.2%
2020: 40.5%
2021: 42.3%
2022: 43.8%
2023: 42.0%
Amazon’s gross profit margin has shown a positive trend, reflecting improved efficiency and cost management.
2. Net Profit Margin: This ratio measures the percentage of revenue that remains as profit after all expenses.
2019: 4.1%                  
2020: 5.5%                                 
2021: 7.1% 
2022: 2.4%                              
2023: 1.8%

The net profit margin was on the rise until 2021, and it dropped in 2022 and 2023 because of the costs and the pandemic’s aftermath. 
 3. Return on Equity (ROE): ROE on the other hand evaluates the amount of return that is being generated on shareholders’ funds.
2019: 18.8%
2020: 24.9%
2021: 27.4%     
2022: 10.5%
2023: 8.3%

The ROE was highest in the year 2021 but reduced in the subsequent years, which indicate low profitability and high equity base. 
 Efficiency Ratios: 
[image: ] 1. Inventory Turnover: This ratio indicates the frequency of turnover of inventory in a given period.
2019: 7.8
2020: 8.1
2021: 8.6
2022: 8.3
2023: 7.9





The ROE was highest in the year 2021 but reduced in the subsequent years, which indicate low profitability and high equity base. 
There has been a slight reduction in asset turnover ratio in the recent past which indicates a slowdown in the rate at which sales are being generated out of assets. 
 Leverage Ratios 
 1. Debt to Equity Ratio: This ratio established how much shareholders’ funds and borrowed funds were used to fund assets.
2019: 1.07
2020: 0.98
2021: 0.91
2022: 1.02
2023: 1.15
The financial leverage is a major issue of concern based on the debt to equity ratio that shows the dependence on debt financing in 2022 and 2023. 
 Analyzing Amazon’s financial data of the last five years it is possible to conclude that the company is characterized by rather high growth rates and effective functioning, though it has some problems. Whereas the profitability ratios have reached their highest levels in the period 2020-2021, the recent years have demonstrated the decline caused by certain economic factors. Liquidity ratios indicate that Amazon has a good capacity to pay short-term liabilities, although it is declining slightly. The efficiency ratios reveal a good control of inventory and assets and the leverage ratios show a growing dependence on debts. All in all, it can be concluded that Amazon is still a financially sustainable company that is able to respond to the changes in the environment.
[bookmark: _Toc174091791]Critical Evaluation of Amazon's Financial Ratios (2019-2023)
Current ratio:
Amazon's current ratio normally remains robust, yet it may suffer pressure owing to rapid expansion and greater current liabilities as a result of global economic uncertainties. The constant ratio demonstrates Amazon's solid business management, but any rapid fall might signify economic troubles.
[image: ]
[image: ]The current ratio of Amazon has not changed much and has oscillated only a little from 1. 10 in 2019 to 1. 03 in 2023. If the ratio is above 1, it means that Amazon can meet its current obligations with its current assets, but the slight deterioration in the last years shows that the buffer is shrinking. This could be an indication that Amazon’s liquidity is deteriorating, and may affect its capacity to meet short-term liabilities effectively if the trend persists.
Quick Ratio: The quick ratio which does not include inventory in current assets has been below 1 and has reduced from 0. 86 in 2019 to 0. 82 in 2023. This means that, in case of no sales of inventories, Amazon might be in a position to meet its near-term obligations, thus pointing to a possible significant dependence on inventory turnover. The gradual decline indicates that Amazon should enhance its liquid asset base to support a higher level of immediate liquidity.
Profitability Ratios
Gross Profit Margin: The gross profit margin of Amazon has been in the upward trajectory from 40. 2% in 2019 to 43. 8% in 2022 and a slight decline to 42. 0% in 2023. This increase shows that there is better control of costs of production and the pricing strategies that are in place. The slight decline in 2023 may be due to rising costs or shifts in product portfolio, which should be watched to ensure that they do not erode profitability. 
 Net Profit Margin: The net profit margin was slightly higher and rose from 4. 1% in 2019 to 7. 1% in 2021, which shows good improvement in the bottom line. However, the drop to 2. 4% in 2022 and to 1. 8% in 2023 looks quite worrying. This decline points to an increase in the cost, which may be due to the hike in the cost of labour, transportation and other post COVID-19 changes. These cost pressures are the key reasons why Amazon has to get back and sustain profitability. 
 Return on Equity (ROE): ROE reached its maximum of 27,4% in 2021, which indicates high profitability and effective use of equity. The decline to 8. 3% in 2023 implies lower profitability and higher equity base which can be attributed to retained earnings or additional equity fund. This decline shows that Amazon has to increase its net income to enhance the returns for its shareholders.
[image: ]Efficiency Ratios
Inventory Turnover: The inventory turnover has been moderate with the record high of 8. 6 in 2021 and reduced to 7. 9 in 2023. Fluctuating turnover means that there is a good control of inventory since it has not changed much lately, but the recent decrease might mean slow sales growth or overstocking, which will lead to working capital being tied up. 
 Asset Turnover: The asset turnover ratio was lower in 2023 at 1. 38 as compared to 1. 55 in 2021, which shows the company’s inefficiency in utilising assets to generate sales. This could be due to more capital investments or lower sales growth, which requires a reassessment of how effectively assets are being used.
Leverage Ratios
Debt to Equity Ratio: The debt to equity ratio was 0. 91 in 2021 and it increased to 1. 15 in 2023 meaning that the company relied more on debts to finance its operations. As for the ratio of leveraging, it means that it is possible to improve the returns, but at the same time, the financial risk increases. Amazon has to be very cautious when it comes to its debt because high levels of debt can be very damaging to its financial health especially in a period of economic downturn. 
 Amazon’s financial ratios show that it has had a good past in terms of profitability and efficiency but has deteriorated in the recent past in terms of margins and leverage. Reducing cost, enhancing sources of fund, and managing assets and liabilities effectively will be key to maintaining long-term profitability and stability.
[bookmark: _Toc174091792]Comparative Financial Analysis: 
Amazon and Major Competitors:
Amazon faces stiff competition from other firms such as Walmart, Alibaba, and Microsoft in the case of AWS. This comparison uses financial ratios for the past five years (2019-2023) to give a clear view of Amazon’s financial position in comparison to the competitors.
Liquidity Ratios
Current Ratio:
· Amazon: 1.10 (2019), 1.25 (2020), 1.14 (2021), 1.10 (2022), 1.03 (2023)
· Walmart: 0.81 (2019), 0.79 (2020), 0.86 (2021), 0.93 (2022), 0.95 (2023)
· Alibaba: 1.39 (2019), 1.45 (2020), 1.48 (2021), 1.56 (2022), 1.61 (2023)
Comparing the current ratio, Amazon has a better position than Walmart but not as good as Alibaba in terms of short-term liquidity management. The current ratio of Alibaba is also high, which indicates a good capacity of meeting the short-term obligations with the existing assets.
Quick Ratio:
· Amazon: 0.86 (2019), 0.98 (2020), 0.90 (2021), 0.87 (2022), 0.82 (2023)
· Walmart: 0.19 (2019), 0.21 (2020), 0.23 (2021), 0.25 (2022), 0.26 (2023)
· Alibaba: 1.18 (2019), 1.22 (2020), 1.26 (2021), 1.30 (2022), 1.35 (2023)
Amazon’s quick ratio is higher than Walmart’s which means it has better immediate liquidity but lower than Alibaba’s which means Alibaba has better ability to pay its short term liabilities without selling inventory.
Profitability Ratios
Gross Profit Margin:
· Amazon: 40.2% (2019), 40.5% (2020), 42.3% (2021), 43.8% (2022), 42.0% (2023)
· Walmart: 24.1% (2019), 24.3% (2020), 24.8% (2021), 25.1% (2022), 25.3% (2023)
· Alibaba: 45.0% (2019), 45.7% (2020), 47.6% (2021), 47.3% (2022), 46.5% (2023)
Amazon’s gross profit margin has been increasing over the years but is still below Alibaba’s level, which suggests that Alibaba is more cost-efficient. Walmart’s lower margins are the result of its cost leadership retail strategy.
Net Profit Margin:
· Amazon: 4.1% (2019), 5.5% (2020), 7.1% (2021), 2.4% (2022), 1.8% (2023)
· Walmart: 2.8% (2019), 2.9% (2020), 3.1% (2021), 3.2% (2022), 3.3% (2023)
· Alibaba: 25.8% (2019), 26.3% (2020), 23.0% (2021), 20.4% (2022), 18.9% (2023)
Amazon’s net profit margin was at its highest in 2021 but declined sharply in the subsequent periods, suggesting increasing cost. Walmart has maintained a stable margin of cost while Alibaba has a higher margin of cost for its e-commerce and cloud services though it has reduced in the recent past.
Return on Equity (ROE):
· Amazon: 18.8% (2019), 24.9% (2020), 27.4% (2021), 10.5% (2022), 8.3% (2023)
· Walmart: 19.4% (2019), 19.8% (2020), 20.4% (2021), 20.8% (2022), 21.0% (2023)
· Alibaba: 23.7% (2019), 24.2% (2020), 20.9% (2021), 18.1% (2022), 16.3% (2023)
Amazon’s ROE was highest in 2021, and its decline is evident in 2022, as is the case with the net profit margin. Walmart has a relatively stable and a slight increase in the ROE indicating that the company has been profitable. Alibaba’s ROE has been on the decline and this shows that the company is struggling to sustain high profitability levels..
Efficiency Ratios
Inventory Turnover:
· Amazon: 7.8 (2019), 8.1 (2020), 8.6 (2021), 8.3 (2022), 7.9 (2023)
· Walmart: 8.7 (2019), 8.8 (2020), 8.9 (2021), 8.6 (2022), 8.5 (2023)
· Alibaba: 5.3 (2019), 5.6 (2020), 5.8 (2021), 6.0 (2022), 5.9 (2023)
The inventory turnover ratio of Amazon is 5. 03 which is almost equal to Walmart’s inventory turnover ratio of 4. 98, which shows proper management of inventory. Alibaba has a lower turnover because of the difference in the business model and longer inventory holding period.
Asset Turnover:
· Amazon: 1.43 (2019), 1.49 (2020), 1.55 (2021), 1.47 (2022), 1.38 (2023)
· Walmart: 2.30 (2019), 2.27 (2020), 2.21 (2021), 2.18 (2022), 2.15 (2023)
· Alibaba: 0.67 (2019), 0.69 (2020), 0.72 (2021), 0.74 (2022), 0.75 (2023)

The higher asset turnover ratio of Walmart means that it is more efficient in using its assets in generating sales than Amazon. This is due to Alibaba’s lower asset turnover because of the capital intensity of its e-commerce and cloud services business..
Leverage Ratios:
Debt to Equity Ratio:
· Amazon: 1.07 (2019), 0.98 (2020), 0.91 (2021), 1.02 (2022), 1.15 (2023)
· Walmart: 0.79 (2019), 0.78 (2020), 0.77 (2021), 0.76 (2022), 0.75 (2023)
· Alibaba: 0.12 (2019), 0.10 (2020), 0.11 (2021), 0.13 (2022), 0.14 (2023)

Another financial analysis showing that Amazon is experiencing a higher level of risk is the leverage which has been on the rise as shown by the debt to equity ratio. Walmart’s stable and lower ratio indicates that the firm has conservative financial policies. Alibaba has a very low value, which means that it has little use of debt funding, which is a major advantage in terms of financial health. 
 Comparing Amazon’s financial ratios with Walmart and Alibaba reveals both strengths and areas needing improvement and Comparing Amazon’s financial ratios with Walmart and Alibaba reveals both strengths and areas needing improvement: 
· Liquidity: Liquidity is better in Amazon than Walmart but not as good as Alibaba’s.ratios.
· [image: ]Profitability: Amazon has high gross margins but has issues with net profitability and ROE, particularly when compared to Alibaba’s high and slightly decreasing profitability. 
· Efficiency: As for the efficiency of inventory management, Amazon is quite efficient, on the same level with Walmart, but asset utilization could be better. 
· Leverage: Higher leverage ratios imply higher financial risk at Amazon than Walmart and relatively low debt usage by Alibaba. 
· In conclusion, Amazon is still a competitive force to reckon with, but there is a need to contain costs, optimize on assets, and rein in on the debt burden in order to maintain the competitive advantage against some of the toughest rivals.
[bookmark: _Toc174091793]Recommendations for Improving Amazon's Financial Management
Here are specific recommendations to improve Amazon’s financial management based on the financial review and comparison with Walmart and Alibaba.
Enhance Liquidity Management
1. Improve Cash Reserves and Current Assets: The current and quick ratios portray the fact that Amazon needs to improve its immediate liquidity. Another way is to build up cash reserves and manage current assets to ensure they can offer a better protection against short-term obligations. This can be achieved by:This can be achieved by: 
2. Reducing Days Sales Outstanding (DSO): Reducing the days’ sales outstanding to enhance cash received from the customers. 
3. Managing Payables and Receivables Efficiently: Improving the payment terms with the suppliers and on the other hand, improving the collection of the monies from the customers. 
4. Optimize Inventory Management: Despite the fact that Amazon has efficient inventory turnover, the following ways can still be implemented to increase efficiency: 
5. Adopting Advanced Inventory Management Systems: Applying AI and machine learning techniques to forecast demand so that excess inventory is minimized and stock-outs are avoided. 
6. Streamlining Supply Chain Operations: Improving cooperation with suppliers and logistics to achieve the concept of just-in-time inventory, so as to minimize holding costs and maximize the turnover rate.
Increase Profitability
1. Control Operating Expenses: This shows that operating expenses need to be controlled better, and this is evident from the declining net profit margins of Amazon. Strategies include: 
2. Cost Optimization Programs: Eliminating waste in different business processes, especially in supply chain and distribution, storage, and clerical processes. 
3. Energy Efficiency Initiatives: Cutting down on energy expenses through the use of renewable energy and improving energy efficiency in warehouses and data centers. 
4. Diversify Revenue Streams: In order to reduce the effects of cost increase and economic instability, the following strategies should be implemented at Amazon.
5. Expanding High-Margin Services: Expanding its AWS, advertising and subscription services, which are normally more profitable than its retail business. 
6. Investing in New Technologies and Innovations: New business development through the identification of new markets in areas like artificial intelligence, quantum computing, advanced robotics etc.
Enhance Efficiency
1. Improve Asset Utilization: The asset turnover has also reduced for Amazon, which means there is a requirement for improving the effectiveness of assets. This can be achieved by:This can be achieved by: 
2. Asset Performance Management (APM) Systems: Applying APM systems in order to control and improve the usage of tangible assets to their full potential. 
3. Regular Asset Review and Rationalization: Regular portfolio rebalancing and restructuring of the inefficient assets, selling off non-strategic assets to enhance the operating effectiveness. 
4. Invest in Workforce Efficiency: Increasing the productivity of the workforce can improve operation efficiency: 
5. Training and Development Programs: Providing for regular training and education to ensure that the employees are up to date with the modern knowledge and skills. 
6. Automation and AI Integration: Replacing traditional employees with automation and AI to decrease expenses on employees and increase efficiency.
Manage Financial Leverage
1. Optimize Debt Levels: The increase in the debt to equity ratio implies that Amazon needs to be careful of the amount of leverage it takes to minimize on financial risk. Strategies include: 
 Debt Refinancing: Debt restructuring to be able to leverage on lower interest rates and thus cut on interest costs. 
 Balancing Debt and Equity Financing: Optimal capital structure that ensures that the proportion of debt and equity is in the right ratio to avoid high cost of capital. 
 2. Enhance Cash Flow Management: It is therefore important to maintain a good cash flow position to meet its obligations and finance its expansion plans: 
 Cash Flow Forecasting: The use of better methods of cash flow forecasting to help in the prediction and control of cash flow. 
 Capital Expenditure (CapEx) Discipline: The following are some recommendations on how to exercise discipline in CapEx: Selecting the best projects to invest in and reviewing the ongoing projects.
Strengthen Strategic Position
1. Focus on Customer Experience: Customer experience management can be a key to sales and improved profitability
 Personalized Services: Adopting data analysis in order to provide solutions and products that will be suitable to the customers. 
 Continuous Improvement in Delivery Speed and Reliability: Paying more attention to the delivery system and structures to ensure that the delivery is made as quickly as possible. 
 2. Expand Global Presence: Amazon should enter emerging countries with strong growth rates and create specialized marketing and business strategies fit for the local nation to help to lower the market dominance in these sectors. 
 Improving market share in existing markets by means of partnerships and localized product development helps to increase market share in present markets.
Some Additional Recommendations:
Enhancing Market Positioning
Diversifying Revenue Streams: Although Amazon now has a pretty varied business model—the e-commerce sector, AWS, and advertising are the main sources of income—there is still room for improvement. Amazon would want to increase its dedication to sectors with faster rates of development, namely finance and healthcare. Building on its technical platforms to develop new health care goods or broadening its financial services offerings, for instance, would assist to diversify income streams and reduce dependency on main industries. 
 Enhancing Global Profile: Amazon is a multinational business, hence it may be wise to focus on developing areas where the e-commerce sector is still in its early years. In these fields, Amazon may strategically invest in infrastructure and logistics to acquire market share before rivals open stores. This allows Amazon to extend its offerings to satisfy local customer needs, therefore strengthening the brand image and commercial prospects in these areas...
Optimizing Cost Structures
Cost Efficiency Programs: This is a field where Amazon should keep its alertness and guarantee that its operations maximize the expenses in all their actions. This might include buying technology to enable it to be more efficient, rebidding vendors, or strengthening its supply chain. In the same manner, Amazon can choose to focus on the most lucrative goods and modify its product selection, therefore reducing the losses from the less profitable ones.
 Improving Margins in AWS: AWS is the main source of profitability, yet as the competition rises, the preservation of this margin is not easy. In this way, by concentrating on innovations, for example, an increase in AI and machine learning services or the creation of unique cloud services for particular sectors, AWS can preserve its competitive advantage and profitability.
Expanding into New Growth Areas
Exploring New Technologies: Amazon has always been a leader in terms of technology advancement. Further investment in advanced technologies like blockchain, augmented reality, and quantum computing could help Amazon find new opportunities. These technologies have the potential of disrupting various industries ranging from finance to logistics and Amazon could leverage on these opportunities by getting into the market first. 
 Sustainable and Ethical Initiatives: Since the consumers are more and more concerned about the corporate responsibility, Amazon can make its brand even more valuable by extending its CSR activities. Measures like carbon-neutral delivery, sustainable packaging, and fair labour practices not only improve the company’s reputation but can also result in cost efficiencies. These initiatives would also ensure that Amazon is in line with the global environmental policies which could create new market and customer base of environmentally conscious customers..
Strengthening Operational Resilience:
Supply Chain Resilience: The COVID-19 pandemic brought into focus the risks of supply chain disruptions. These risks can be managed by Amazon by expanding its supplier base, where possible, sourcing locally and improving its inventory control mechanisms. A better supply chain would minimize the disruptions and guarantee that Amazon can deliver its products to the customers despite the prevailing conditions. 
 Cybersecurity Investment: Since Amazon is one of the leading companies in the world of e-commerce and cloud computing, it becomes a primary focus for hackers. More investment is needed in cybersecurity to safeguard the customer data and ensure that the company remains trustworthy. Through the implementation of high security measures and frequent updates of the security measures, Amazon can protect its operations and maintain customer trust.."
Customer Trust and Brand Reputation on the Impact of Cybersecurity
· Impact of Data Breaches on Trust: A single data breach can severely damage customer trust and brand reputation, leading to loss of business and customer attrition. Amazon must ensure that its customers feel safe using its platform.
· Public Perception of Cybersecurity Efforts: Transparent communication about cybersecurity efforts and the steps Amazon takes to protect customer data can enhance customer trust. This includes issuing timely updates and reassurances during and after a security incident (Amazon.com, Inc. (2022)).
[image: Cybersecurity is Necessary To Build Customer Trust]
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(Part C):
[bookmark: _Toc174091795]Investment Appraisal of Amazon (Project A) and (Project B)
To evaluate the two investment projects, we calculated the Payback Period (PBP), Accounting Rate of Return (ARR), and Net Present Value (NPV) for both projects. Here are the detailed results and analysis:
Calculations
	Metric
	Project A (Amazon)
	Project B

	Initial Investment
	£80 million
	£75 million

	Year 1 Cash Flow
	£25 million
	£50 million

	Year 2 Cash Flow
	£25 million
	£20 million

	Year 3 Cash Flow
	£20 million
	£20 million

	Year 4 Cash Flow
	£55 million
	£20 million

	Payback Period (PBP)
	3.818 years
	2.75 years

	Cumulative Cash Flow
	-£10 million (end of Year 3)
	-£5 million (end of Year 2)

	ARR (Average Annual Profit)
	£31.25 million
	£27.5 million

	ARR (%)
	39.06%
	36.67%

	Net Present Value (NPV)
	£16.57 million
	£16.08 million



Payback Period (PBP)
Project A (Amazon):
Initial Investment: £80 million
Year 1 Cash Flow: £25 million
Year 2 Cash Flow: £25 million
Year 3 Cash Flow: £20 million
Year 4 Cash Flow: £55 million
Cumulative Cash Flow at the end of Year 4= −£80+£25+£25+£20=−£10 million.
Cumulative Cash Flow at some time in Year 4:
                       [image: ]
[image: ]Payback Period (PBP):
                                      [image: ]
Project B:
Initial Investment: £75 million
Year 1 Cash Flow: £50 million        
Year 2 Cash Flow: £20 million
Year 3 Cash Flow: £20 million
Year 4 Cash Flow: £20 million
Accounting Rate of Return (ARR)
Cumulative Cash Flow at end of Year 2: −£75+£50+£20=−£5 million
Cumulative Cash Flow at some time in Year 3:
[image: ]
Payback Period (PBP): PBP=2+520=2.75 years
Project A (Amazon):
[image: ]Average Annual Profit:
[image: ]  = £31.25 million.

ARR:
[image: ]  = 0.3906=39.06%



Project B:
Average Annual Profit:
[image: ] = £27.5 million
ARR
[image: ]= 0.3667=36.67%
Net Present Value (NPV):
Project A (Amazon):
[image: ]
  NPV     = 22.80+20.83+15.24+37.71−80=16.57 million
Project B:
[image: ]
NPV   =   45.57+16.62+15.14+13.74−75=16.08 million
[image: ]






Evaluation and Recommendations
Payback Period (PBP):
Project B has a shorter PBP (2.75 years) compared to Project A (3.82 years), indicating a quicker recovery of the initial investment.
Accounting Rate of Return (ARR):
Project A shows a slightly higher ARR (39.06%) than Project B (36.67%), indicating a better return on investment relative to the initial cost.
Net Present Value (NPV):
Project A has a slightly higher NPV (£16.57 million) compared to Project B (£16.08 million). NPV is a crucial measure as it reflects the total value added by the project, considering the time value of money.
Recommendation: Calculations show that Project A (Amazon.com) has a larger NPV and ARR, so in terms of total value creation and profitability it is more financially appealing. For risk-averse investors, Project B's shorter payback time does, however, imply a faster return on the original investment.
Assuming the business can control the longer payback time, the implementation of Project A (Amazon) ought to be considered based on the greater NPV and ARR as it is focused on optimizing profitability over the long term and shareholder value..
Critical Discussion of Techniques:
Payback Period (PBP):
Advantages:
· Simple to calculate and understand.
· Useful for assessing project liquidity and risk.
· Shortcomings:
· Ignores the time value of money.
· Does not consider cash flows beyond the payback period, potentially ignoring long-term profitability.
Accounting Rate of Return (ARR):
Advantages:
· Easy to calculate and communicate.
· Considers the overall profitability of the project.
· Shortcomings:
· Ignores the time value of money.
· Based on accounting profits rather than cash flows, which can be manipulated by accounting policies.
Net Present Value (NPV):
Advantages:
· Considers the time value of money.
· Provides a direct measure of the value added by the project.
· Considers all cash flows over the project's life.
· Shortcomings:
· More complex to calculate.
· Relies heavily on the accuracy of the discount rate used.
Non-Financial Factors:
Strategic Fit: The project's orientation toward long-term strategic objectives of the firm.
· Market Conditions: The potential impact of market dynamics and competitive landscape.
· Operational Impact: Changes in operational efficiency and potential disruptions.
· Regulatory Environment: Compliance with legal and regulatory requirements.
· Environmental and Social Impact: Sustainability and corporate social responsibility considerations.
Strategic Alignment with Amazon’s Vision
Long-Term Value Creation: Long-term wealth creation has always been more important to Amazon than short-term profits; this approach has helped it to rise to be among the most valuable firms in the world. With its greater NPV, Project A will create greater significance over time, exactly matching Amazon's strategy of funding initiatives with significant future returns. Amazon's long-term emphasis has helped it to regularly outmaneuver rivals, hence Project A fits the company's strategic objectives.
Comparative Advantage and Market Leadership: Using Project A will help Amazon maintain its leadership in a market. The initiative most certainly calls for large expenditures in infrastructure, technology, or market expansion—all of which are vital for preserving and strengthening Amazon's competitive advantage. By selecting Project A, House would be reaffirming its dedication to creativity and customer-centric solutions, therefore guaranteeing that it stays ahead of rivals in both market reach and technical capability.
Risk Management and Mitigation Strategies
Longer Payback Period Considerations: Project A possesses a longer payback time than Project B, however this is not to be seen as a drawback. Rather, it captures the kind of investments Amazon makes, which frequently take years to completely develop but eventually pay off handsomely. Amazon should, however, use strong project management techniques like frequent progress reviews, adaptive preparing, and contingency procedures to tackle unforeseen problems in order to reduce the risks that accompany a prolonged payback time.
Market and financial hazards: The results of the research may be affected by changes in how customers act and economic swings considering the dynamic character of world markets. Amazon has to evaluate any hazards that might compromise the profitability of the project like inflation, changes in financing rates, and changes in customer demand. Through extensive market research and scenario preparation, Amazon can equip itself for these hazards and modify its policies as necessary to guarantee the project stays on target.
Non-Financial Factors and Their Importance
Sustainability and Corporate Social Responsibility (CSR): Amazon has lately given sustainability and CSR projects more and more importance. Project A ought to be assessed in terms of conformity to these principles. Should the project include elements supporting environmental sustainability, including lowering carbon emissions or improving resource efficiency, Amazon's brand image and consumer loyalty may suffer. Investors and consumers are choosing businesses that show a dedication to social and ecological accountability more and more, hence this is a very important consideration in the decision-making process.
Employee Impact and Organizational Culture: The effective completion of Project A is going to probably depend on major personnel engagement from Amazon. One should take into account how the task will affect general work satisfaction, personnel morale, and output. Projects with potential for staff development, creativity, and professional advancement usually stand more likely to be successful. Project A should fit Amazon's organizational style so that staff members feel appreciated and driven to help the project to be successful.
Legal and Regulatory Concerns: Any major project also has to be seen through the prism of possible legal challenges and regulatory compliance. Project A should be assessed in regard to environmental laws, data privacy rules, and antitrust policies. By means of compliance policies and legal advice, proactive handling of these difficulties can assist Amazon evade expensive legal problems and delays throughout project execution.
In conclusion:
Although Project A's financial performance is impressive, the suggested option is Project A as it aligns with Amazon's long-term strategic objectives and takes non-financial elements into great attention. The initiative is a strong investment for the future as it can help Amazon's sustainability and CSR objectives, improve market leadership, and generate long-term value creation. Project A's success, nevertheless, will rely on Amazon's capacity to control risks, guarantee regulatory compliance, and create a positive corporate culture. These techniques will help Amazon maximize the possible advantages of The project A and keep extending its heritage of innovation and expansion.

Current Ratios

Current Ratio	Amazon	
2019	2020	2021	2022	2023	1.1000000000000001	1.25	1.1399999999999999	1.1000000000000001	1.03	Current Ratio	Alibaba	
2019	2020	2021	2022	2023	1.39	1.45	1.48	1.56	1.61	Current Ratio	Walmart	
2019	2020	2021	2022	2023	0.81	0.79	0.86	0.93	0.95	



Quick Ratios

Quick Ratio	Amazon	
2019	2020	2021	2022	2023	0.86	0.98	0.9	0.87	0.82	Quick Ratio	Walmart	
2019	2020	2021	2022	2023	0.19	0.21	0.23	0.25	0.26	Quick Ratio	Alibaba	
2019	2020	2021	2022	2023	1.18	1.22	1.26	1.3	1.35	



Gross Profit Margin

Gross Profit Margin	Amazon	
2019	2020	2021	2022	2023	40.200000000000003	40.5	42.3	43.8	42	Gross Profit Margin	Walmart	
2019	2020	2021	2022	2023	24.1	24.3	24.8	25.1	25.3	Gross Profit Margin	Alibaba	
2019	2020	2021	2022	2023	45	45.7	47.6	47.3	46.5	



Net Profit Margin

Net Profit Margin	Amazon	
2019	2020	2021	2022	2023	4.0999999999999996	5.5	7.1	2.4	1.8	Net Profit Margin	Walmart	
2019	2020	2021	2022	2023	2.8	2.9	3.1	3.2	3.3	Net Profit Margin	Alibaba	
2019	2020	2021	2022	2023	25.8	26.3	23	20.399999999999999	18.899999999999999	



Return on Equity

Return on Equity (ROE)	Amazon	
2019	2020	2021	2022	2023	18.8	24.9	27.4	10.5	8.3000000000000007	Return on Equity (ROE)	Walmart	
2019	2020	2021	2022	2023	19.399999999999999	19.8	20.399999999999999	20.8	21	Return on Equity (ROE)	Alibaba	
2019	2020	2021	2022	2023	23.7	24.2	20.9	18.100000000000001	16.3	



Inventory Turnover

Inventory Turnover	Amazon	
2019	2020	2021	2022	2023	7.8	8.1	8.6	8.3000000000000007	7.9	Inventory Turnover	Walmart	
2019	2020	2021	2022	2023	8.6999999999999993	8.8000000000000007	8.9	8.6	8.5	Inventory Turnover	Alibaba	
2019	2020	2021	2022	2023	5.3	5.6	5.8	6	5.9	



Asset Turnover

Asset Turnover	Amazon	
2019	2020	2021	2022	2023	1.43	1.49	1.55	1.47	1.38	Asset Turnover	Walmart	
2019	2020	2021	2022	2023	2.2999999999999998	2.27	2.21	2.1800000000000002	2.15	Asset Turnover	Alibaba	
2019	2020	2021	2022	2023	0.67	0.69	0.72	0.74	0.75	



Debt to Equity Ratio

Debt to Equity Ratio	Amazon	
1.07	0.98	0.91	1.02	1.1499999999999999	Debt to Equity Ratio	Walmart	
0.79	0.78	0.77	0.76	0.75	Debt to Equity Ratio	Alibaba	
0.12	0.1	0.11	0.13	0.14000000000000001	
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