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 Consulting Bureau for Studies and Financial Analyzing  
 

CBSFA 
 
 
 

 

In 2011, CBSFA was established to help its clients make strong financial decisions. 

Since then, we have helped national and international clients with intelligent 

financial solutions. Today, our primary goal is to resolve financial issues that affect 

the financial world. 

 

We provide an extensive financial analysis to identify their financially weak areas, 

and to provide with solutions that are practical to apply. We are now offering your 

company an opportunity to strengthen their capacity. 

 
Sincerely, 

 
 
 
 

 
Ikbal Abduljabbar 
Founder/CEO 
Consulting Bureau for Studies and Financial Analyzing (CBSFA) 
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Business Description  

 

Amazon.com, Inc. was founded Jeffrey P. Bezos in 1994 and headquartered in Seattle, 

Washington. It operates in field online retail in North America and also in international side. The 

company as Amazon.com, Amazon .co.uk and Amazon.ca serves consumers through its retail 

websites. It also offers programs that enable sellers to sell their products on company’s 

websites, and their own branded websites. Besides, it offers their sellers a program to sell their 

downloadable products "including kindle eBooks". In addition, the company serves developers 

and enterprises through Amazon Web Services, which provides access to technology 

infrastructure that developers can use to enable virtually various type of business. Amazon 

established long-term relationships with many important strategic partners, including America 

Online, Yahoo!, Excite, Netscape, GeoCities, AltaVista, @Home, and Prodigy. Market share has 

expanded according to distribution center capacity which it grew from 50,000 to 285,000 square 

feet, including a 70% expansion of our Seattle facilities and the launch of our second distribution 

center in Delaware. Inventories rose to over 200,000 titles at year-end, enabling us to improve 

availability for our customers. Additionally, Amazon produces and sells the Kindle e-reader. 

Finally, the company provides fulfillment services; miscellaneous marketing and promotional 

agreements, such as online advertising and co-branded credit cards. 

Please Note, This report is analytical it focuses on weakness and strength points of a 

company's performance and explains them. It gives the investors and analysts a strong 

supplementary source to take their decisions about the subject business.   It doesn't consult if 

the target business investable or not. 
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Information Sources (Data provided) 

The following sources of information were used in preparing the report  

 

1. This included data compilation from Standard and poor’s, Yahoo finance data source,  and 

annual repot of Amazon for 2011, 2010, 2009, and 2008  

2. Business financial statements and tax records of the subject business over the most recent 4 

years have been analyzed to estimate the business current performance and outlook for 

continued income generation.  

In the next pages we demonstrate the financial statements of Amazon (cash flow statement, 

income statement, and balance sheet).  
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Methodology  

This analysis is external. Practically, we study and treat the data horizontally and vertically. 

Further, we compare in horizontal analysis the financial data for three years taking in concern 

comparative statements and Trend percentages analysis as dynamic method. In vertical analysis 

we study the relationship of the various items in the financial statements in one accounting 

period taking in concern financial ratios as Static method.   Finally we end the report with 

financial keys analysis of competitors like Apple Inc. and Barnes & Noble, Inc. in Catalog & Mail 

Order Houses industry   

 

Analysis 

Description and Analysis  

In this part we are going to compare 2011 with 2009 and 2010 to extract the performance of 

each activity. We start with Dynamic Method- Comparative Statements then trend analysis. 

Cash Flow Statement  

The cash and cash equivalents have increased in 2011 about 348% from the previous year and 

121% compared to base year 2009. This action was concerning to the various performance of 

both operation and investing activities (See table1). Specifically, total cash flow from operation 

activities has about 12% more than previous year and 73% more than base year 2009. 

Furthermore, the advanced performance of the operation activities comes from the 

consolidation of all outflow funds and from increasing the inflow fund. Precisely, Depreciation, 

Deferred income taxes, and unearned revenue have contributed to push the cash flow higher. 

However, inventories and Accounts receivable look more negative this year so they retained 

74% and 194% from cash respectively comparing to 2010. Accounts payable didn’t change 

significantly on the cash flow table. Note that full compare to the base year will come in trend 

analysis part. Further, Sales and maturities of marketable securities have jumped about 61% 

compared to 2010 and about 248% compared the base year. Financing activities look different 

comparing to the previous (2010) years; the company repurchased common stocks from the 
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market and increased with it the treasury stock cost account by 46 %. This could obviously be 

seen from chart one and two below.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

These charts illustrate the changing of all major activities and Cash and Cash Equivalents 

between the studied years which are 2009 as base year, 2010 and 2011. So, the cash has 

increased affected by Operating Activities, but investing activities have a negative effect on the 

cash in period 2010-2009 (chart1).  The financing activities look worse because of increasing in 

treasury stock cost. This can be seen similar when we look at the comparing period 2011-2009 in 

chart 2. As conclusion, Amazon has more cash than before because of sales action and delayed 

Chart 1 

Chart 2 
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payments, but on the other hand it has recorded more retained cash in inventories and 

accounts receivable.    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 1 
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Income or Operation Statement 

 The gross profit seems better in 2011 than 2010 and 2009. Further, the change in gross profit 

(41%) between 2011-2010 is much higher than its changing (38%) between 2010-2009. 

Continually, the changing in gross profit according to the base year is 96% (2011-2009). This 

refers to the high sales of Amazon products, but we shouldn’t miss out of the eye the high sales 

costs too, which they increase 40 % annually (See table2.)   

The operation expenses have increased in all contents as marketing 58%, and fulfillment 58% 

(operating, staffing, customer service, and warehousing inventories costs). Moreover, the 

technology and development costs were much higher than previous year (2010) with 68% 

because of costs that associated with the compute, storage and telecommunications 

infrastructure used internally and supporting AWS. Even the general and administrative (payroll 

and others) expenses were higher by 45%. Obviously, this changing in general and 

administrative cost has jumped significantly compared to the prior year which was 4% (2010-

2009) see table 2. On the other side, interest expenses increased compared to the previous year 

by 67%. However, Amazon pressed the taxes compared to 2010 about 17% less. This gives it an 

advantage to compensate the high operation costs. Well, the net income in 2011 was lesser 

than 2010 and 2009. Further, it recorded down 45% and 30% regarding to period 2010 and 2009 

respectively (See table2).  
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Table 2 
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The following chats summarized the income statement performance. Further, chart 3 and 4 

indicate the main effect on the net income comes from operation expenses, especially in 2011.  

The rest charts (5 and 6) illustrate the development of the sales with cast of sales and total 

operation expenses 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The rest charts (5 and 6) illustrate the development of the sales with cast of sales and total 

operation expenses 

 

 

Chart 3 

Chart 4 
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Balance Sheet 

The reading from Amazon balance sheet shows that the current asset is at the highest level 

since 2009 affected by increasing in cash 40%, accounts receivable 62%, and inventories 56%. 

Fixed assets have increased steadily since 2009 by in average 85% (see table3). Furthermore, the 

change in total asset (2011-2010) has declined 2% compared to (2010-2009) affected by slowing 

of growth of fixed asset and Marketable securities.  

On the other hand, the increasing in accounts payable has secured cash for the company and 

contributed to push the current liabilities higher by 44% compared to 2010 and has decreased 

the working capital (see table 3 and Charts 6 ,7 to full comparison with the base year).  

 

 

Chart 5 

Chart 6 
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Table 3 
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Furthermore, long term liabilities jumped about 47% compared to 2010 pushing the total 

liabilities higher by 47% compared to 2010 and 120% compared to base year. Regarding to the 

decrease in changing total assets and increase in changing total liabilities, it indicates slowing in 

capital expenditure (this will be explained precisely later).   

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Total stockholders’ equity 

The slowing growth in stockholders’ equity 13% in 2011 compared to 2010 (31% for 2010-2009) 

backs to the increasing growth in both current and total liabilities. Note that there is no loss in 

income that calls us to deduct it from stockholders’ equity account.  

Chart 7 

Chart 8 
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Working Capital Analysis 

The working capital of Amazon in compared period (2011-2010) looks discouraged compared to 

(2010-2009), it plunged 23% which were 39% up in comparison period 2010-2009. Furthermore, 

it is affected by decreasing in stock in trade -17%. On the other hand, the lightly increase in 

account payable contributed into decreasing the working capital. The decrease in working 

capital means worsen in the current financial position of the business and also an increase in 

inventory 47% may increase working capital of the business but will not be good for the 

business.  See table 4 and the chart 9.  

 

 

 

 

 

 

 

 

 

 

 

 

However, forecasting the working may maintain this negative outlook If the investing activities 

still at the lowest level and the current liabilities trending to be high. Further, using the 

exponential equation and regression line to estimate value could state the following values, see 

the table 5 and the chart 9. 

 

 

 

 

 

 

 

Table 4 

Chart 9 
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Capital Expenditure Analysis 

Capital Expenditure has a similar situation as in working capital. The slowing in capital 

expenditure growth returns to increasing in total liabilities growth and decreasing in total asset 

growth. This can clearly be seen from the following table (6). The decreasing in capital 

expenditure will affect the growth opportunities of Amazon because it is going to decline the 

used funds in order to upgrade the company’s asset. 

 

 

 

 

 

 

 Furthermore, if the contents of capital expenditure are still recording the same trends the 

capital expenditure will draw negative outlook with average 41.93% decline. See table7 and 

chart 10. 

 

 

 

 

 

 

 

 

Table 5 

Table 6 

Number Of Years Estimated CE Percentage Of Est.

2009 1 2,585,000

2010 2 1,607,000 -37.83%

2011 3 893,000 -44.43%

2012 4 478,210 -46.45%

2013 5 281,195 -41.20%

2014 6 165,348 -41.20%

2015 7 97,227 -41.20%

2016 8 57,171 -41.20%

Table 7 
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Trend Analysis 

In this analysis we choose year 2009 as base year. Furthermore, sales, stocks, and Profit before 

tax are selected to be studied and estimated. Sales has grown rapidly, this gives the investors a 

good sign to Amazon. See table 8, 

 

 

 

 

 

 

 

 

The estimated sales have 42.92% an average growth. Moreover, the high administration 

expenses and sales cost have affected the Amazon profits. In line with the prior explanation, 

profit before tax (PBT) decreases with time passes affected by high costs. The negative growth 

value of PBT would reach in average -15.09%.  Common Stock trade activities recoded no 

changes in their account. See the table 9 and chart 11, 12 below, 

 

 

 

Chart 10 

Table 8 
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Table 9 

Chart 11 

Chart 12 
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Static Method- Financial Ratio Analysis 

To check the results please see table10 and group chart A at the end of financial ratio analysis 

section.  

Liquidity Ratios 

Liquidity ratios provide information about a firm's ability to meet its short-term financial 

obligations 

 

1. Current Ratio (or working capital ratio), it means short-term creditors prefer a high 

current ratio since it reduces their risk. So, we have a relative high current ratio (1.17) 

but we should note that the current ratio in 2010 and 2009 were higher. This means 

that the risk for creditors became higher.  

2. Quick Ratio, it Includes inventory that may contain many items that are difficult to 

liquidate quickly or have uncertain liquidation values. In our case, the quick ratio is 0.84 

smaller than one; this gives the impression that the inventory makes it a little bit 

difficult to meet a quick liquidation. Note that this ratio has plunged compared with the 

last two years.  

3. Cash Ratio, This ratio excludes all current assets except the most liquid like cash and 

marketable securities. The cash ratio indicates the firm's ability to meet its current 

liabilities if for some reason immediate payment were demanded. However, Amazon 

has a low cash ratio 0.35 compared to 2010 and 2009 despite those years have also 

smaller than one cash ratio 0.84, 0.86. Seetable10 and group chart A at the end of 

financial ratio analysis part. 

  

Financial Leverage Ratios 

These ratios provide an indication of the long-term solvency of the firm. They measure the 

extent to which the firm is using long term debt. 

  

1. Debt Ratio has started to increase in 2010 and jumped to 0.69. This gives the impression 

of how much contributes the borrowing in capital structure and funded the asset from 

foreign money. However, Amazon has a relative high leverage level. This could be bad 

for Amazon if it couldn’t meet the obligation on the long run.  
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2. Debt-to-Equity Ratio, it is similar to debt ratio the debt to equity ratio gives the 

indication of how much the foreign fund contribute in the shareholder’s equity. This 

ratio reaches the highest level since 2009 to 2.25 in 2011.   

3. Interest Coverage, it indicates how well the Amazon's earnings can cover the interest 

payments on its debt. Currently, Amazon has a high leverage level so it should pay 

interest more than previous years. Further, this ratio reached the lowest level since 

2009 13.26 see the table and the chart.  This means that the capability Amazon’s 

earning decreased to cover the interest payments 

  

Asset Turnover Ratios 

This ratio reflects how efficiently the firm operations or activities managed its assets.  

  

1. Receivables Turnover, it gives us the percentage of the relationship between uncollected 

money and firm’s operation. So, if the ratio is higher comparing to previous year then 

indicates that the amount of uncollected money from its operations is going to be 

lower.  On contrary, if the ratio is lower comparing to previous year then indicates that 

the amount of uncollected money (cash) from its operations is going to be higher. 

However, Amazon has in 2011 bigger amount cash inflow awaiting from its credits sales 

because of lower receivable turnover ratio 4.33% than past years. 

2. Average Collection Period, it gives the number of days that it takes to receive payments 

owed by the clients. In our case, Amazon has a lower Receivables Turnover This means it 

takes much more time to collect its payments. Furthermore, the average collection 

period for 2011 is 84.5 days more than the previous years. 

3. Inventory Turnover, it means how well a firm manages their inventory to turn it into 

sales.  In our case the inventory turnover ratio for 2011 is 7.5 lower than 2009 and 2010. 

So, the company may look at their inventory to appropriate cost cutting for enhance 

sales. 

4. Inventory Period, it gives us the number of days or other words how many days would 

stay the firm’s inventory in the warehouse till it is turned into sales. The Amazon 

inventory period in 2011 is 49 days which is much higher than the past years. Looking 

back to 2009 and 2010 we noticed that the inventory period was surging with time 
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passed. This might be a serious worry to Amazon because of high receivable account 

and high inventory should decrease the sales the ability to score more profits. 

  

Profitability Ratios 

  

1. Gross Profit Margin, it is a measure of the gross profit earned on sales. it considers the 

firm's cost of goods sold, but does not include other costs. Further, the more higher the 

gross profit margin the better reflects the firm’s Profitability. Amazon has in 2011 22% 

gross profit margin. Comparing to past years the ratio is a little bit lower than before, 

but this reflects in average a stable profit status for Amazon. 

2. Return on Assets (ROA), it is the ability of a company to use its assets to gain a net 

profit. The higher The ROA the better the company investing its asset to generate net 

profits. In 2009 and 2010 the ROA is around 6.5%, but in 2011 is 2.4% lesser than 

before. This gives us the impression that Amazon doesn’t utilize its asset good enough 

to push up the net profit higher. 

3. Return on Investment (ROI), it measures the percentage of return on a particular 

investment. Amazon maintains its ROI around 28-29% for three years. Further, Amazon 

has in 2011 ROI at 28.9% higher than 2010 (28.7%) but lower than 2009 (29.1%). 

Amazon should appreciate cutting its cost in order to expand the return on investment. 

4. Return on Equity (ROE), it measures how much profits earned for each dollar invested in 

the firm's stock. Further, the higher is the ROE the better is company status. Also, 

Amazon has 8% ROE in 2011. So, comparing to 2010 and 2009 ROE plunged to a very 

low level which was 16.7% and 17.15% respectively. However, the low ROE backs to 

increasing in liabilities that causes decreasing in shareholder’s equity. 
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 Group Chart A 
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Financial Keys Analysis 

 

Comparing to the market competitors (Bames & Noble and Apple) on the same industry (Catalog 

& Mail Order Houses), Amazon still has a middle price. The highest share outstanding amount 

belongs to Apple then goes to Amazon then goes to Bames & Noble. Furthermore, Apple 

repurchased no common stock from the market (see the float at the table) because Apple’s 

price is high and the retained profits unitized in investment.   Amazon bought some common 

stock from the market in order to invest some cash (Treasury Stock) or to support market price. 

Moreover, the main competitor to Amazon is Apple because it has the highest trading volume, 

employees, and market Cap. (See table 11). However, Amazon looks less risk than Apple (look at 

beta at table).  In addition, Apple has a low P/E compared to Amazon because of high price high 

and EPS, this gives Apple more opportunities to growth than Amazon because of very high 

return growth and no dividends payout policy. This comparison excludes Bames & Noble from 

investment decision point of view because its losses combined with beta risk -factor (see table 

11).  

 

 

Table 10 
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Amazon price movement fluctuated around 20% along six months.  This combined with 

harsh volatility fluctuation. Note that volatility up May started to surge indicating price 

slow down. See chart 13, 

 

 

 

 

 

 

 

 

 

 

 

 

Table 11: data were taken on 31th May 2012 

Chart 13 
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Conclusion  

 

Amazon has increased and varied its production. It has over 200,000 titles available for 

customers. The professional client's satisfaction through expanding its product policy has 

increased the sales rapidly to generate the required cash, which it grows every year, to cover 

the technology and development costs that associated with the compute, storage and 

telecommunications infrastructure used internally and supporting AWS. Increasing the cost of 

sales 40 % annually and general and administrative expenses (payroll and others) shrink the net 

income. This has affected the ability of Amazon to meet its obligation toward creditors.  

 

 However, high payroll expenses ( more employees), high  sales ( more cash) and cost of sales ( 

more products and marketing)  is a good sign on the long run because it refers to business 

expand strategy  and long stability, but  it should appropriate cost  cutting to lower inventory 

period and enhance sales. 

 

Anyway, high costs and expenses affect cash inflow. So, this can be clearly seen from 

profitability ratios, which gross profit margin, ROE, ROI, and ROA have declined over the last 

three years. This indicates that Amazon doesn’t utilize its asset good enough to push up the net 

profit higher.  Further, the plunging ROE and other return ratios to a low level backs to 

increasing in liabilities that causes sequently decreasing in shareholder’s equity, this had 

engaged too with decreasing in both capital expenditure and working capital. Further, the 

decreasing in capital expenditure will affect the growth opportunities of Amazon because it is 

going to decline the used funds in order to upgrade the company’s asset.  

 

Finally, the high leverage level affords Amazon to cover the interest rate, but gives it an 

advantage to expand because the higher the leverage, the higher the expected return on equity 

(positive leverage effect),  this requires  substantial strategic flexibility.  
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Statement of Limiting Conditions  
 

This Consultation relies upon the following contingent and limiting conditions:  

 

I. We assume no responsibility for the legal matters including, but not limited to, legal or 

title concerns. Title to all subject business assets is assumed good and marketable. 

 

II. The business interest and subject business assets have been analyzed free and clear of 

any liens or encumbrances unless stated otherwise. No hidden or apparent conditions 

regarding the subject business assets or their ownership are assumed to exit.  

 

III. All information provided by the client and others is thought to be accurate. However, 

we offer no assurance as to its accuracy. 

 

IV. Absent a statement to the contrary, we have assumed that no hazardous conditions or 

materials exist which could affect the subject business or its assets. However, we are 

not qualified to establish the absence of such conditions or materials, nor do we assume 

the responsibility for discovering the same.  

 

V. Per agreement with the client, this analysis and advisory report is limited scope.  

 

VI. The analysis and consultation of business presented in the report are for the purpose of 

this engagement only and are not to be used for any other reason, any other context or 

by any other person except the client to whom the report is addressed.  

 

VII. The opinion of analysis and consultation expressed in this report does not obligate us to 

render a comprehensive business appraisal report, to give testimony, or attend court 

proceedings with regard to the subject business assets, properties or business interests, 

unless such arrangements have been made previously.  

 

VIII. Possession of this report does not imply a permission to publish the same or any part 

thereof. No part of this report is to be communicated to the public by means of 

advertising, news releases, sales and promotions or any other media without a prior 

written consent and approval by us.  
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