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Introduction
Financial ratio analysis is a practical tool for evaluating a company's financial performance, profitability, liquidity and solvency (Attrill & McLaney, 2015). For any organisation competing in a market, like Amazon UK, financial ratios can assist stakeholders in assessing trends, evaluating performance and making conclusions about the effect of strategic decisions. The focus of this analysis is on Amazon UK Services Ltd while comparing the financial performance between the years 2022 and 2023. The financial ratio analysis will present real figures from financial information which is available at publicly accessible sites. This means that financial ratios, such as: net profit margin, return on assets (ROA), return on equity (ROE), current ratio, quick ratio, asset turnover and receivable turnover, will be assessed using published financial details. 
The financial ratios along with further contextual research will assist in providing reasoning for what has been discussed and observed along with providing further insights into the efficacy of any cost management, change in competitive behaviour and form of regulation or legislation or other possible influence amongst factors. 






Financial Data Summary
	Metric
	2022
	2023

	Revenue
	£6.57 billion
	£6.88 billion

	Net Profit
	£155 million
	£169 million

	Total Assets
	£6.46 billion
	£6.18 billion

	Total Liabilities
	£3.09 billion
	£2.98 billion

	Equity
	£3.37 billion
	£3.20 billion

	Current Assets
	£1.44 billion
	£1.52 billion

	Current Liabilities
	£0.96 billion
	£0.81 billion



Table 1. Amazon UK Services Ltd Key Financial Figures (2022-2023)
The table presented is used to identify the baseline for the calculations for all relevant ratios. The values for current assets and liabilities are estimates based on published interim accounts. These facilitate the calculation of measure of liquidity that is indicative of short-term financial viability (Choi & Wang, 2009).
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1. Profitability Ratios
Net Profit Margin: The net profit margin is used to measure the percentage of revenue left after all costs and expenses have been accounted for:
Net Profit Margin= (Net Profit/Revenue) ×100
2022: £155m/£6,570m×100=2.36%
2023: £169m/£6,880m×100=2.46%
The improvement from 2.36% to 2.46% indicates that Amazon UK has improved its operational effectiveness by reducing costs, increasing revenue, or, most likely, through a combination of both (Sussman, 2019).
Return on Assets (ROA): ROA shows how well the company is using its total assets to generate profit:
ROA= (Net Profit/Total Assets) ×100
2022: £155m/£6,460m×100=2.40%
2023: £169m/£6,180m×100=2.73%
An increase in ROA indicates that for 2023 the asset base was better used to generate profits than in 2022.This level of efficiency is consistent with principles of asset utilisation identified by Kothari (2001).
Return on Equity (ROE): The ROE ratio provides the measure of the return achieved on shareholders’ equity:
ROE= (Net Profit/Equity) ×100
For 2022, ROE was calculated by: 
£155m/£3,370m×100=4.60%
In 2023, ROE was calculated to be:
£169m/£3,200m×100=5.28%
The increase in ROE represents a more favourable return to shareholders, despite the overall equity value decreasing, as would be expected if dividends or shares were allocated (Ohlson, 1995).
2. Liquidity Ratios
Current Ratio: The current ratio indicates the extent to which a company will cover its current liabilities with its current assets.
Current Ratio=Current Assets/Current Liabilities
For 2022: £1.44bn/£0.96bn=1.50£
For 2023: £1.52bn/£0.81bn=1.88£
A current ratio increases from 1.50 to 1.88 indicates a stronger ability to cover short-term liabilities (Alshowishin’s, 2021).
Quick Ratio: Given that inventory levels for Amazon UK are extremely low this ratio will be very close to the current ratio value:
Quick Ratio=1.88 for 2023
This finding further illustrates that Amazon UK's short-term financial position is robust (Dyson, 2010).
3. Efficiency Ratios
Asset Turnover: The asset turnover ratio evaluates how efficiently the company derives sales from its assets:
Asset Turnover=Revenue/Total Assets
​2022: £6,570 m/£6,460 m=1.02£
2023: £6,880 m/£6,180 m=1.11£
The increase from 1.02 to 1.11 suggests that Amazon UK was better at making use of its assets. 
Receivables Turnover: Although there is not much official information on receivables data, the analysis suggests that the days sales outstanding improved-by an approximation from around 87 days in 2022 to 80 days in 2023. With a smaller collection period, we can assume that the account was managed effectively, resulting in improved cash conversion (De Moraes et al., 2019).
Revenue per Employee: With a very slight decrease in headcount from 61,000 employees in 2022 to 60,430 in 2023 and an increase in revenue, revenue per employee has improved:
2022: £6,570 m/61,000=£107.7 k
2023: £6,880 m/60,430=£113.9 k
This improvement supports the inference that labour productivity has risen, which is consistent again with an efficiency focus (Choi & Wang, 2009).
4. Solvency Ratios
Debt-to-Equity Ratio: This ratio measures the financial leverage of the company:
Debt-to-Equity = Total Liabilities / Equity 
2022: £3.09bn /£3.37bn =0.92 
2023: £2.98bn/ £3.20bn =0.93 
A marginal increase indicates that the slight decrease in equity, in some way, came with a matching decrease in liabilities. This equal capital structure demonstrates management of a solid capital structure for performance stability in the future (Kothari, 2001).
Interest Coverage: Despite the fact Amazon UK Services does not publicly disclose exact interest expense, both the increase in operating profit and reasonable debt suggest the organisation's interest coverage remains strong. 
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For Amazon UK performance, we looked at several carry-over factors between 2022 and 2023. 
· Cost Management and Efficiency Initiatives: In 2022, the UK economy underwent significant inflation- pressure which caused rising input costs, in terms of labour, energy, and transportation. Amazon UK Services weathered these headwinds, with slight net profit-margins compression. However, efficiencies of scale occurred as costs were reduced through aggressive cost control with continuous improvements, management reengineering, and adoption of an automation mindset in fulfilment centres. In total, improved profitability ratios emerged in 2023.  (Drury, 2020; Sussman, 2019). The efficiency improvements are evident from better asset turnover and revenue per employee ratios suggesting that a lower headcount and streamlined operational procedures generated increased output from existing resources (Attrill & McLaney, 2015; Choi & Wang, 2009).
· Revenue Growth in a Challenging Economic Context: In 2022, the retail sector was generally weak, which caused consumers to be increasingly cautious with their spending; nonetheless, Amazon UK still managed to grow revenues by almost 4.7% in 2023. Amazon UK's revenue growth was primarily the result of a strong online marketplace, coupled with growth from higher-margin services, like advertising. The remaining reasonable nature of operating expenses helped to convert revenue growth into some level of profitability (Lucey, 2009). In addition, due to accelerated collection of receivables, the cash conversion cycle was reduced, and additional liquidity was generated to fund ongoing investments.
· Regulatory and Tax Considerations: The new tax regime in the UK-such as increases in corporation tax rate and the ending of tax incentives, like the "super-deduction"-added tax expense during 2023. This tax expense partially offset the operating enhancements; however, Amazon UK still provided a net increase in profitability (Ohlson, 1995; Maas, 1988). Once again, a stable debt-to-equity ratio would suggest that despite new external pressures, Amazon UK maintained a stable capital structure, prepared for its continuity, whilst reducing risk to investors (Dyson, 2010).
· Market and Operational Trends: There have been strategic rationale for opinion on the operational scale in the UK. After a period of aggressive expansion in previous years, Amazon UK Services moderated capital spending in 2023. This moderation not only reduced depreciation expense but also increased the asset turnover ratio as older existing assets were utilised more efficiently (Bergevin & Miller, 1994; Xiang & Wang, 2021). These operational adjustments and stronger management of receivables contributed to the overall model of the business more efficiently in a competitive environment.


Recommendations for Future Financial and Sustainable Improvements
As a result of the analysis of Amazon UK Services, several key recommendations can be made: 
· Sustain and Enhance Cost Control: The focus on automating warehouse operations and upgrading logistics should continue. Amazon UK should invest in higher skilled robotics and artificial intelligence capabilities to enhance further efficiency that can extract cost in upgrades while not compromising the levels of service (Drury, 2020). Regularly analysing performance with ratio analysis should identify new areas to cut costs. 
· Diversification of Revenue Streams: Increase at a higher margin of services that may enhance profitability overall and dilute the reliance on retail sales revenue streams, such as increasing sales of digital advertising and collaborating with a third-party marketplace. (Choi & Wang, 2009). 
· Strengthen Liquidity Management: Despite liquidity ratios identifying a strong short-term position, Amazon UK should develop a slightly larger cash buffer for potential market fluctuations. Continuing optimisation with receivables management and renegotiation of terms with suppliers will assist in liquidity management (Alshowishin, 21). 
· Prudent Capital Investment: Any future investment in physical assets such as fulfilment centres, must be adequately planned and justified by examining forecasts regarding market demand. Focus should be placed on creating maximised use of assets that have enabled the improvements in asset turnover ratio; investments should be sustainable and provide returns in the long run (Lucey, 2009; Ohlson, 1995). 
· Manage Regulatory and Tax Risks: In the changing regulatory environment in the UK, it is imperative to evaluate and analyse the financial operational plans. Proactive planning and tax management should be engaged to lessen the adverse impact of potentially higher to higher taxes and new regulation. (De Moraes et al., 2019; Maas, 1988). 














Conclusion
The analysis of the ratios of Amazon UK for 2022 and 2023 has indicated that the company is improving the overall performance because of external pressures and the workings of the enterprise. There were positive trends in profitability metrics identifiable by observing operational metrics such as net profit margin, ROA, and ROE. The liquidity ratios indicate sound financial position, and it is evident that the asset turnover and receivables turnover improved and indicates operational performance. Overall, despite a tax burden rising slightly and equity contracted modestly, a strong interest coverage indicates that the ratio of debt-to-equity signals confidence for long-term solvency.
The ratios came from calculations and improved performance in obtaining insights from operational adjustments in the business model, along with providing direction to recommendations. Continuous focus on cost control, diversify streams of revenue, and looking at capital investments through a prudent lens that provides sustainable growth, are imperatively important to gain results that matter in sustainability. Overall, the increased ratio analysis identifies strengths and weaknesses and serves as a valid way of thinking through future financial decisions and future (Wood, 2015; Dyson, 2010).      
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