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1. Introduction
Analysing financial performance allows one to understand how a company is efficiently using its resources to create a return, manage operations, and grow its business over time (Tracy, 2012). Through financial ratios, one can assess indicators of Amazon's resilience, efficiency, and competitiveness in a rapidly changing market as a global technology and retail leader. Amazon was established by Jeff Bezos in 1994 as an online bookseller. Over the last 29 years, Amazon has evolved into one of the largest companies in the number of services it provides across the e-commerce, logistics, cloud computing (AWS), advertising, and artificial intelligence technologies. Over the years, Amazon has shown an ability to provide and adapt to changing consumer habits and market conditions. However, 2022 was a year like no other for Amazon, experiencing a fluctuation in the stock market, indicating potential changes, Amazon's first net loss since 2014, and implementing a strategic reallocation of its workforce. 
On the positive side of things, there was a quick recovery towards the end of financial year 2023 with a positive change in financial profitability and operational metrics from the previous year. This report, will assess the financial performance of the company Amazon, using financial data from the fiscal years of 2022 and 2023 and employing ratio analysis in a real time manner. The objective of the report is to determine the financial position of Amazon, the trending of financial performance over time, the components that impacted that performance, and make recommendations going forward.



2. Overview of Financial Position
The table shows Amazon's key financial information for 2022 and 2023 from its most recent public financial statements (Amazon Annual Reports, 2022-2023):
	Metric
	2023
	2022

	Revenue
	$574.8B
	$513.9B

	Cost of Goods Sold
	$344.4B
	$330.0B

	Gross Profit
	$230.4B
	$183.9B

	Operating Income
	$36.0B
	$12.2B

	Net Income
	$30.4B
	-$2.7B

	Total Assets
	$527.0B
	$462.7B

	Total Liabilities
	$320.0B
	$302.0B

	Equity
	$207.0B
	$160.7B

	Current Assets
	$143.3B
	$134.5B

	Current Liabilities
	$137.4B
	$127.8B



Amazon faced significant difficulties in 2022, including high inflation, major supply chain challenges, and the write-down of its Rivian investment. By 2023, the macroeconomic environment was much more stable, and with the execution of cost-cutting initiatives, Amazon was able to return to profitability.
3. Ratio Analysis
3.1 Profitability Ratios
a. Gross Profit Margin
2022 = 35.8%
2023 = 40.1%
The increase stems from better cost containment and a shift toward higher-margin growth revenue streams (AWS and advertising) (Charles & Uford, 2023).

b. Operating Profit Margin
2022 = 2.4%
2023 = 6.3%
The improvement is attributed to reduced headcount and restructuring logistics that improved efficiency.
c. Net Profit Margin
2022 = -0.5% 
2023 = 5.3%
The overall return to net profit margin is representative of completing the losses from Rivian and reductions in expenses incurred during the pandemic (Cruz Lopez, 2023).
3.2 Efficiency Ratios
a. Return on Assets (ROA)
2022 = -0.6% 
2023 = 5.8%
This illustrates that the company's asset utilisation was significantly better in 2023 as the company restructured its supply chain and made investments in automation (Antonopoulos, 2023).
b. Return on Equity (ROE)
2022 = -1.7% 
2023 = 14.7%
The increase indicates a strong improvement in return on equity, which shows the management is now providing adequate return levels on investment to shareholders, leading to improved investor confidence (Ohlson, 1995).
3.3 Liquidity and Leverage
a. Current Ratio
2022: 1.05 
2023: 1.04
Amazon's liquidity position has remained consistent despite a narrow margin that reflects tight cash constraints.
b. Debt to Equity Ratio
2022: 1.88
2023: 1.55
This factor demonstrates enhanced capital structure, thus decreasing reliance on external debt and subsequently lowering financial risk (Kapoor et al., 2015).
4. External Context and Business Segments
In 2022, the global context was characterised by a range of post-pandemic supply and logistics issues, inflation, and increased geopolitical uncertainty. Rising costs in areas such as fuel, labour, and shipping began to affect Amazon's logistics-heavy model of business. Before the pandemic, the company had demonstrated a leadership position in operating and selling products from various sources but during 2020-2021, aggressively expanded its efforts resulting in an overcapacity of warehouses and technology infrastructure (Cruz Lopez, 2023).  
In 2023 the company re-focused its efforts and initiated targeting measures to adjust to the current business context. The main measures included: 
· Layoffs impacting more than 27,000 employees. 
· Reduction in capital expenditures. 
· Slower expansion of warehouses. 
· Re-focusing on AWS, advertising and subscription services through Prime. 
· AWS drove $90.8B of revenue and maintains high margins. 
· Digital advertising, which is the fastest growing area for Amazon, utilised its vast pool of consumer data to generate nearly $46B of revenue in 2023 (Charles & Uford, 2023).
5. Strategic Recommendations
Considering Amazon's financial performance and changing global economic environment, the following strategic initiatives are recommended to ensure the company sustains its momentum and long-term growth. The recommendations are based on improving profitability, operational efficiency, and competition in the marketplace regarding different competitive pressures. 
5.1 Invest in AWS and AI Capabilities
Amazon Web Services (AWS) continues to be the business segment that provides the most scale and profitability for Amazon. As digital transformation continues to pick up speed globally, the amount of cloud computing, data analytics, and AI services appears to remain an upward trajectory. Allocating resources towards AWS's infrastructure towards a portfolio of offerings that focus on generative AI, machine learning, or cloud-based cybersecurity will ultimately create safeguards against losing Aspire's position at the top of the enterprise technology stack (Greiner, 1967). As AI continues to disrupt different industries, the AWS portfolio will be able to include advanced models and solutions that will unlock new capabilities across a wider range of clients and new efficiency in the company's own supply chain.
5.2 Improve Working Capital Efficiency
While Amazon has demonstrated impressive capital growth in sales and very effective management of its asset base, the conservative current ratio above 1.0, which reflects its liquidity position, leaves the company relatively exposed to financial risks should anything unexpectedly disrupt the organisation in the short-term. The company should adopt measures to expedite accounts receivable and make more productive use of its inventory level, including negotiating better credit terms with vendors. All those practices will add to the organisation’s financial cushion and improve operational flexibility for the company overall (Garman & Forgue, 2003).
5.3 Strengthen ESG Initiatives
Environmental, social and governance (ESG) practices are also becoming more instrumental in stakeholder’s decision-making. While Amazon is making shifts with its Climate Pledge and carbon neutral agenda, there is so much more to be done. Many steps can help develop the ESG reputation for Amazon, such as expanding its e-fleet, investing into renewable energy, investing in sustainable packaging and reporting practices. Effective ESG adoption practices will not only assist the organisation with internal sustainability targets but may also attract a certain style of investor and provide long-lasting reputation opportunities with consumers in mind (Walls et al., 2012).


5.4 Grow into Emerging Markets
Africa, Southeast Asia, and Latin America, among others, present considerable growth opportunities with increasing internet penetration, younger populations, and emerging middle classes. Amazon can use its large logistics network and AWS capabilities to anchor its presence in these markets. Adapting its products and services to local cultures and economies will be an important part of their success (Edison et al., 2002).
5.5 Mitigate Reliance on Long-Term Debt
While Amazon made improvements to its debt-to-equity ratio in 2023, Amazon should reduce reliance on long-term debt. Steps such as refinancing current obligations on debt, using internal cash flow to fund capital expenditures, and increasing retained earnings will support a more stable financial condition. Having less debt in the capital structure will allow more resilience in the business in times of economic uncertainty (Gupta & Huefner, 1972).









Conclusion
Amazon’s performance from a financial perspective in 2022 to 2023 is an excellent example of corporate perseverance, ESG, and financial repositioning due to changing economic conditions. The business experienced a significant financial slump in 2022, including its first year of net loss since 2014. While many factors contributed to the decline, we would note inflation, write-downs of prior investments, labour-time inefficiencies, and overexpansion post-COVID-19 pandemic. Increased operational costs and global supply chain disruptions affected profitability, increasing strain on certain financial ratios (especially return on assets and return on equity). 
In 2023, performance ensured Amazon was able to decisively show financial improvement. By streamlining operations, letting go of unnecessary workforce, optimising warehouse space, and decreasing capital expenditures, Amazon was able to renew focus on its most profitable parts of the business, AWS and advertising. Performance demonstrated a bounce-back in its financial performance, efficiency, and financial stability ratios, including net profit margin, ROE, and gross profit margin. Ratio analysis was also important in analysing trends and understanding the financial health of Amazon. Ratio analysis signified sectors of strengths in Amazon’s performance (high returns, improved margin), with liquidity management and debt optimisation remaining challenges. 
Additionally, the analysis highlighted the need for Amazon to keep repositioning for the future (flexible) with sectors of ESG aware of and exploring for investment: artificial intelligence (AI), sustainable logistics, and global expansion. In conclusion, Amazon’s 2023 performance was a victory of specific and targeted financial reformation and operational reforms. To sustain growth will take perseverance in innovation, responsible governance, environmental sustainability, and tactical investments. However, given all the context and circumstances, Amazon has positioned itself well for any uncertainties likewise ahead in the digital economy in the future and to maintain its leadership position.
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