@ Peterson Capital
Management, LLC

Comprehensive
Analyst Report

2025

d

\*‘;7



@ Peterson Capital
Management, LLC
Disclaimer

The Report was generated through an automated process, without any human
intervention. The data, calculations, and figures contained herein have not
been audited or independently verified by any third party. While every effort
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strictly at your own risk.
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2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 ™ Metrics
9.63 11.46 14.34 18.53 23.91 28.39 38.61 46.43 50.44 55.78 60.91 64.77 Revenue/Share
0.21 0.71 0.99 0.67 1.78 2.19 2.59 -1.46 -1.66 3.13 3.14 0.99 FCF/Share
-0.03 0.06 0.25 0.32 1.03 1.17 2.13 3.30 -0.27 2.95 5.66 7.17 Netlncome/Share
-0.53 -0.58 -0.82 -1.25 -1.38 -1.71 -4.01 -6.03 -6.25 -5.12 -7.93 -11.25 Capex/Share
1.16 1.43 2.03 2.89 4.47 6.28 9.34 13.66 14.33 19.59 27.31 34.63 BV/Share
9,240 M 9,340 M 9,480 M 9,600 M 9,740 M 9,880 M 10,000 M 10,120 M 10,189 M 10,304 M 10,473 M 10,674 M Wtd. Avg. Dil. Shares
-7939.3x 3969.7x 952.7x 744.3x 231.2x 203.6x 111.8x 72.2x -882.1x 80.7x 42.1x 33.2x PE Ratio
1129.2x 334.4x 240.2x 356.7x 134.1x 108.7x 91.9x -163.7x -143.7x 76.2x 75.9x 240.8x PCFC Ratio
204.9x 166.2x 117.1x 82.5x 53.3x 37.9x 25.5x 17.4x 16.6x 12.2x 8.7x 6.9x PB Ratio
24.7x 20.8x 16.6x 12.9x 10.0x 8.4x 6.2x 5.1x 4.7x 4.3x 3.9x 3.7x PSales Ratio
Capital Structure 386,064 M 469,822 M 513,983 M 574,785M 637,959 M 691,330 M Revenue
2022 2023 2024 ™™ 40% 42% 44% 47% 49% 50% Gross Margin
[Total Debt 140,118 M 135,611 M 130,900 M 135,419 M 6% 5% 2% 6% 11% 11% Operating Margin
LT Debt 140,118 M 135,611 M 130,900 M 135,419 M| 25,180 M 34,433 M 41,921 M 48,663 M 52,795 M 61,916 M D&A
ST Debt oM oM oM oMl 21,331 M 33,364 M -2,722 M 30,425 M 59,248 M 76,482 M Net Income
Preferred Equity oM oM oM oM 6% 7% -1% 5% 9% 11% Net Margin
Shares Outstanding 10,189 M 10,304 M 10,473 M 10,674 M[ 6,348 M 19,314 M -8,602 M 7,434 M 11,436 M 1,670 M Working Capital
84,389 M 116,395 M 140,118 M 135,611 M 130,900M 135,419 M Long Term Debt
Working Capital 93,404 M 138,245 M 146,043 M 201,875M 285,970 M 369,631 M Total Equity
2022 2023 2024 ™™ 321,195 M 420,549 M 462,675 M 527,854 M 624,894 M 727,921 M Total Assets
Cash, Equiv & STI 70,026 M 86,780 M 101,202 M 94,197 M 6% 7% -1% 5% 9% 11% Net Margin
Receivables 42,360 M 52,253 M 55,451 M 61,175 M 120% 112% 111% 109% 102% 95% Asset Turnover
Inventory 34,405 M 33,318 M 34,214 M 41,494 M 344% 304% 317% 261% 219% 197% Leverage Ratio
[Total Current Assets 146,791 M 172,351 M 190,867 M 196,866 M 25% 24% -4% 14% 20% 21% ROE
Payables 79,600 M 84,981 M 94,363 M 106,032 M *Fiscal year ends 12-31
Short Term Debt oM oM oM oM Comparable Peers
Deferred Revenue 13,227 M 15,227 M 18,103 M 21,113 M Tickers Market Cap P/E P/S Net Margin  EV/EBITDA Net Debt/EBITDA 5YR Rev CAGR
Total Current Liab 155,393 M 164,917 M 179,431 M 195,196 M|AAPL 3,815,402 M 34.5x 9.2x 27% 26.8x 0.5x 9%
Annual Average Rates of Change (2014-2024) MSFT 3,394,358 M 32.4x 11.6x 36% 20.2x 0.2x 15%
10 Years 5 Years 1 Year GOOGL 4,015,866 M 32.4x 10.4x 32% 23.4x 0.1x 17%
Sales 22% 18% 11% IAAPL 3,815,402 M 34.5x 9.2x 27% 26.8x 0.5x 9%
Cash Flow 33% 9% 2% NFLX 373,018 M 35.8x 8.6x 24% 13.1x 0.2x 14%
Net Income 39% 95%
Capex 33% 38% 57% AMZN 2,546,055 M 33.2x 3.7x 11% 16.6x 0.4x 18%
Book Value 39% 36% 42%
Quarterly Sales 25th Percentile 32.4x 8.9x 0.3x 16.6x 0.1x 0.1x
Q1 Q2 Q3 Q4 FY lAverage 33.9x 9.8x 0.3x 22.1x 0.3x 0.1x
2022 116,444 M 121,234M 127,101 M 149,204 M 513,983 M |75th Percentile 35.1x 11.0x 0.3x 26.8x 0.5x 0.2x
2023 127,358 M 134,383 M 143,083 M 169,961 M 574,785 M
2024 143,313 M 147,977 M 158,877 M 187,792 M 637,959 M Business Description
2025 155,667 M 167,702 M 180,169 M 503,538 M |Amazon.com, Inc. engages in the retail sale of consumer products and subscriptions through online and physical stores in North America
and internationally. The company operates through three segments: North America, International, and Amazon Web Services (AWS). Its
Quarterly EPS products offered through its stores include merchandise and content purchased for resale; and products offered by third-party sellers The
Q1 Q2 Q3 Q4 FY company also manufactures and sells electronic devices, including Kindle, Fire tablets, Fire TVs, Rings, Blink, eero, and Echo; and
2022 -0.38 0.2 0.28 00272 -0.2728 e eiane, fimmakers. Twitch streamers, Skil and app develoners, and others to publish and sel content. Further. the
2023 0.31 0.66 0.96 1.03 2.96 company provides compute, storage, database, analytics, machine learning, and other services, as well as fulfillment, advertising, and
2024 1 1.29 1.46 1.9 5.65 digital content subscriptions. Additionally, it offers Amazon Prime, a membership program. The company serves consumers, sellers,
2025 1.62 1.71 1.08 5.31 sveglsehlionpgetl;)s';.enterprlses, content creators, and advertisers. Amazon.com, Inc. was incorporated in 1994 and is headquartered in Seattle,
Quarterly Dividends PS
Q1 Q2 Q3 Q4 FY
2022
2023
2024
2025
Amazon.com, Inc. (HDFCBANK.NS) - NASDAQ
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AMZN (Specialty Retail)

00 006 00 008 009 010 0 0 0 014 0 016 0 018 019 020 0 0 0 024
Net Margin 3.9% 1.8% 3.2% 3.4% 3.7% 3.4% 1.3% -0.1% 0.4% -0.3% 0.6% 1.7% 1.7% 4.3% 4.1% 5.5% 7.1% -0.5% 5.3% 9.3% 11.1% 3.4%
Asset Turnover 2.3x 2.5x 2.3x 2.3x 1.8x 1.8x 1.9x 1.9x 1.9x 1.6x 1.7x 1.6x 1.4x 1.4x 1.2x 1.2x 1.1x 1.1x 1.1x 1.0x 0.9x 1.6x
Assets/Equity 15.0x 10.1x 5.4x 3.1x 2.6x 2.7x 3.3x 4.0x 4.1x 5.1x 4.8x 4.3x 4.7x 3.7x 3.6x 3.4x 3.0x 3.2x 2.6x 2.2x 2.0x 4.4x
Debt/Equity 6.0x 2.9x 1.1x 0.2x 0.0x 0.1x 0.2x 0.5x 0.5x 1.2x 1.1x 0.8x 1.4x 0.8x 1.0x 0.9x 0.8x 1.0x 0.7x 0.5x 0.4x 1.1x
ROE 135.4% | 44.1% 39.8% 24.1% 17.2% 16.8% 8.1% -0.5% 2.8% -2.2% 4.5% 12.3% 10.9% 23.1% 18.7% 22.8% 24.1% -1.9% 15.1% 20.7% 20.7% 21.7%
ROA 9.0% 4.4% 7.3% 7.8% 6.5% 6.1% 2.5% -0.1% 0.7% -0.4% 0.9% 2.8% 2.3% 6.2% 5.1% 6.6% 7.9% -0.6% 5.8% 9.5% 10.5% 4.8%
P/B 79.1x 38.0x 31.9x 8.1x 11.1x 11.7x 10.1x 13.3x 18.7x 13.4x 23.6x 18.4x 20.3x 16.8x 14.7x 17.4x 12.2x 5.9x 7.8x 8.0x 6.9x 18.4x
PIS 2.3x 1.5x 2.6x 1.1x 2.4x 2.4x 1.6x 1.8x 2.4x 1.6x 2.9x 2.6x 3.2x 3.1x 3.3x 4.2x 3.6x 1.7x 2.7x 3.6x 3.7x 2.6x
P/E 58.4x 86.3x 80.3x 33.6x 64.6x 69.8x 124.2x [-2786.7x | 665.2x | -595.0x | 529.5x 149.9x 185.1x 72.6x 78.8x 76.3x 50.6x -314.4x 51.5x 38.8x 33.2x -59.4x
P/FCF 36.8x 33.7x 32.4x 15.9x 20.0x 32.0x 37.5x 275.1x 89.7x 73.6x 47.4x 37.8x 87.6x 42.3x 42.2x 62.8x -114.6x | -50.7x 48.6x 69.9x 241.1x 55.3x
EV/EBITDA 31.1x 25.2x 37.7x 15.5x 35.0x 36.8x 35.8x 37.4x 45.8x 29.2x 37.8x 28.1x 35.9x 26.2x 25.2x 32.8x 23.8x 24.6x 18.2x 19.0x 16.6x 29.4x
Div Yield 0.0% 0.0%
FFR 4.2% 5.2% 4.2% 0.2% 0.1% 0.2% 0.1% 0.2% 0.1% 0.1% 0.2% 0.5% 1.3% 23% 1.6% 0.1% 0.1% 4.1% 5.3% 4.5% 3.7% 1.8%
10YR T-Rate 4.4% 4.7% 4.0% 2.2% 3.9% 3.3% 1.9% 1.8% 3.0% 2.2% 2.3% 2.5% 2.4% 2.7% 1.9% 0.9% 1.5% 3.9% 3.9% 4.6% 4.2% 3.0%
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1. Executive Summary

Amazon.com, Inc. (AMZN) - Scaled digital platform and e-commerce
ecosystem with dominant marketplaces, advertising, subscriptions,
and cloud services, monetized via transaction fees, ads, and usage-
based models.

As of 2026-01-15, based on disclosures through 2025-10-31.

Amazon.com, Inc. is a global e-commerce and technology giant operating as
an internet ecosystem platform, providing online retail, third-party
marketplaces, advertising, subscriptions (e.g., Prime), and cloud computing
via AWS. The company primarily generates revenue from transactional sales
and fees (Online Stores ~37%, Third-Party Seller Services ~20%), high-
margin advertising (~10%), subscriptions (~7%), and AWS (~18%), serving
a mix of consumers, small/medium businesses, enterprises, and developers,
with ~73% of sales in North America and ~27% international. It competes
in the high-growth digital platforms and cloud markets, shaped by Al
adoption, e-commerce expansion, and data center demand—secular
tailwinds that favor Amazon’s scale, though facing regulatory scrutiny and
cyclical consumer spending. Overall, Amazon is positioned as a market
leader in e-commerce and cloud, in an attractive space with network effects
and barriers to entry, but intense competition from players like Walmart,
Alibaba, and Microsoft Azure.

In the most recent reported period (ending 2025-10-31), Amazon delivered
revenue of $180.17B (+7.43% YoY), with growth led by AWS (+20% YoY to
~$132B annualized run rate) and advertising (+22% YoY), offset by softer
retail amid macro pressures. Gross margin stood at 50.79% (vs. 48% prior
year), reflecting favorable service mix and supply chain efficiencies, while
operating margin was 9.67% (vs. 7.5% prior), driven by cost discipline
despite higher Al investments. The company generated positive free cash
flow of ~$1.28/share TTM, remaining cash-generative with a net cash
position of ~$42B after heavy capex (~$100B projected FY2025).

Key operating and sector-specific KPIs underline this performance:

- MAUs reached ~300M+ for Prime (+10% YoY), with ARPU trends up due
to better ad monetization and subscription uptake, ahead of platform peers
like Meta (~8% MAU growth).

- AWS revenue grew 20% YoY, with committed spend up amid AI workloads,
outperforming cloud sector norms (~15% average growth); free cash flow
margin at ~25%, in line with mature platforms.

- Inventory turnover at 8-10x, reflecting efficient e-commerce logistics

vs. retail sector median of 6-8x, supporting gross margin expansion.

Strategically, Amazon competes as a leader in e-commerce and cloud, with
moats including massive scale (network effects from ~61% third-party unit
mix), proprietary tech (e.g., Al tools like Rufus and custom Trainium chips),



and high switching costs via Prime ecosystems and AWS integrations. These
enable pricing power in ads/subscriptions and cost advantages in logistics,
though vulnerabilities exist in commoditized retail and reliance on third-
party sellers. The business aligns tightly with Al and cloud migration trends,
positioning Amazon to benefit from secular demand while defending against
disruption through heavy R&D (~15% of revenue).

Recent developments up to 2026-01-15 include:

- Announced copper supply deal with Rio Tinto for Al data centers,
enhancing AWS infrastructure to meet surging demand and potentially
improving capacity utilization and margins, though with execution risks in
scaling.

- Launched legal battle against bankrupt Saks Global over a $475M
investment now deemed worthless, which could pressure near-term
earnings via writedowns but highlights scrutiny on non-core investments.
- Partnered with Wikimedia for AI access (alongside Meta, Microsoft),
bolstering data resources for AWS Al models and positioning for generative
Al growth, with potential to accelerate product roadmaps.

- Ongoing earnings commentary emphasized Al investments and Project
Kuiper satellite launches, aiming to expand connectivity for
enterprises/governments, supporting long-term revenue diversification.

Looking ahead, Amazon’s growth over the next 2-3 years is expected to be
driven by Al workload ramps in AWS, e-commerce expansion in emerging
markets, and monetization of Prime/ads amid digital transformation.
Management is prioritizing reinvestment in Al/capacity over immediate
profitability, targeting margin expansion via operating leverage while
sustaining high capex (~$100B+ annually). Capital allocation focuses on
R&D, infrastructure, and strategic M&A, underpinned by a strong net cash
balance sheet. Shares currently trade around 27.7x forward P/E, at a
premium to internet platform peers (median ~20x), reflecting expectations
for above-average growth (~10-13% topline) and durable moats despite
regulatory risks.

Key debates for investors center on:

- Growth durability: Whether Amazon can sustain ~10-13% revenue growth
as Al/cloud cycles mature, or if competition/macro saturation slows it below
expectations.

- Margin trajectory: To what extent Al investments and efficiency gains
drive structural expansion to 12-15% operating margins versus ongoing
capex pressures.

- Regulation impact: How antitrust/privacy rules could constrain platform
monetization or require model changes.

Key risks and watchpoints include:
- Competitive and technology risk: Rapid Al/cloud innovation could erode
AWS share if rivals advance faster; watch churn rates, win-loss



commentary, and MAU growth.

- Demand cyclicality: Exposure to consumer/IT spending cycles may drive
revenue volatility in downturns; watch order trends, inventory levels, and
macro indicators like consumer confidence.

- Regulatory/geopolitical risk: Scrutiny on antitrust/exports could limit
markets or raise costs; watch investigations, legislation, and commentary on
business impacts.



2. Business Overview

Business Overview for AMZN

Amazon.com, Inc. (AMZN) operates as a leading platforms and internet
ecosystems company, primarily in the downstream end of the tech value
chain as a digital marketplace connecting consumers, merchants,
advertisers, and enterprises through e-commerce, cloud computing, and
related services. It blends mid-stream platform infrastructure (e.g., AWS as
a foundational cloud layer) with downstream end-products and solutions
(e.g., online retail and consumer devices), exposed to secular growth in
digital transformation, Al, and e-commerce while navigating cyclical
consumer spending patterns. Founded in 1994 as an online bookseller,
Amazon pivoted strategically from pure retail to a diversified ecosystem,
with key inflection points including the 2006 launch of AWS (shifting from
consumer-focused to enterprise cloud leadership), international expansion
in the 2010s, and recent Al integrations like generative models and custom
silicon. Today, it’s a scaled incumbent with a hybrid revenue model—
transactional (e.g., product sales and commissions), recurring (e.g., Prime
subscriptions and AWS usage-based fees), and advertising-driven—
generating over $600 billion in annual revenue, with a mature but high-
growth profile emphasizing long-term investments over short-term
profitability.

Core operations revolve around a flywheel model: massive scale in e-
commerce drives user engagement, which attracts sellers and advertisers,
funding investments in infrastructure and innovation. Day-to-day, Amazon
manages vast logistics networks for fulfillment (handling billions of
shipments via owned warehouses and third-party sellers), operates data
centers for AWS (scaling compute, storage, and Al workloads with
algorithmic capacity planning to match demand), and develops consumer
devices and services (e.g., content creation for Prime Video). This is
supported by high R&D spend (around 10-15% of revenue), low marginal
costs in cloud services, and a focus on ARR growth through subscriptions.
Unlike pure hardware players, Amazon outsources most device
manufacturing to Asian OEMs, emphasizing ecosystem integration over
production. Recent strategic shifts include accelerating Al investments
(e.g., Trainium chips and Bedrock for generative Al), diversifying supply
chains (e.g., shifting assembly to India and Vietnam), transitioning to ad-
supported models in video and grocery, and launching managed services
like same-day pharmacy delivery. These initiatives aim to enhance revenue
quality (e.g., higher-margin Al workloads) and reduce risks like geopolitical
dependencies, positioning Amazon for sustained growth in a digitizing
economy.



Amazon’s core products and services fall into three main buckets: e-
commerce and retail (driving ~55% of revenue), cloud computing via AWS
(~18%), and advertising/subscriptions (~27%). The flagship e-commerce
platform, including Online Stores and Third-Party Seller Services, offers
millions of products from essentials to electronics, monetized through direct
sales (transactional, with average selling prices around $20-30) and
commissions (15-20% take rates), targeting consumers and small
businesses with fast delivery and personalization. AWS provides
infrastructure-as-a-service (e.g., EC2 compute, S3 storage) and emerging Al
tools (e.g., Bedrock for large language models), sold on a pay-as-you-go
basis to enterprises, with high gross margins (30-35%) due to scale and low
incremental costs. Advertising encompasses sponsored ads and video
inventory, generating revenue via impressions and clicks, while
subscriptions like Prime (unlimited shipping and streaming) deliver
recurring fees with strong cross-sell potential. Flagship drivers include
Prime (accounting for significant loyalty and ~10% of revenue directly, plus
ecosystem uplift) and AWS’s data center GPUs, now over half of cloud
profits amid Al demand. Differentiators versus competitors include AWS’s
broadest functionality (e.g., superior security and partner ecosystem
compared to Azure or Google Cloud) and e-commerce’s network effects
(vast selection and reviews creating high switching costs, unlike Walmart’s
omnichannel focus). Emerging offerings, such as Kuiper satellite broadband
and Al-powered Rufus shopping assistant, target untapped TAMs like rural
connectivity and personalized retail, with strategic rationale in expanding
the ecosystem and capturing generative Al’s tens of billions in potential
revenue.

Amazon’s business model is hybrid B2C/B2B, with ~70% of revenue from
consumers (via retail and subscriptions) and ~30% from enterprises
(primarily AWS), featuring short purchasing cycles in retail (impulse buys)
and longer, multi-year contracts in cloud (with land-and-expand dynamics).
Customers are segmented by size—consumers and SMBs dominate e-
commerce (broad demographics, mid-market with average order values
~$50), while enterprises drive AWS (e.g., hyperscalers like Netflix
contributing ~10-20% concentration). Key verticals include retail (general
merchandise, ~40% revenue), tech/media (AWS workloads, ~30%), and
emerging areas like healthcare (pharmacy services) and grocery (Whole
Foods integration). Revenue concentration is moderate, with top AWS
clients at ~20-30% but diversified across millions of e-commerce users;
North American consumers yield high ARPU (~$2,000 annually via Prime),
while emerging markets drive volume growth at lower monetization.
Purchasing behavior shows stickiness—Prime churn is low (<10%), with net
retention rates >100% in AWS due to workload expansions and upgrades
(e.g., cloud migrations from on-premises, where 85-90% of global IT spend
remains). Recent diversification includes pushing into SMB self-serve tools
and automotive/IoT chips, reducing cyclicality (e.g., less PC dependency)



and unlocking new TAMs, though high enterprise concentration poses risks
offset by broad consumer fragmentation.

Geographically, Amazon’s revenue is ~73% North America (up slightly YoY,
driven by high-ARPU enterprises and consumers), 15% Europe (stable but
slower-growing amid regulatory scrutiny), and 12% APAC/rest of world
(gaining share via 16% growth in India and Southeast Asia). North America
is the profit pool, fueled by mature e-commerce penetration and AWS
dominance, while APAC offers growth engines in underpenetrated markets
like China (modest share due to local competition) but with higher risks
(e.g., export controls). For hardware and logistics, design occurs in the US,
manufacturing in East Asia (e.g., Taiwanese foundries for chips, Chinese
assembly for devices), and fulfillment hubs globally, with diversification to
India/Mexico to mitigate tariffs. Regional trends tie to macro factors: strong
Al/cloud adoption in North America (accelerating IT spend), data residency
laws in Europe creating entry barriers, and digital transformation in APAC
boosting user growth despite lower ARPU. Opportunities include expanding
grocery delivery to 2,300+ US cities for trajectory-changing scale, while
challenges like EU antitrust and Chinese regulations add unpredictability;
overall, this mix reduces risk through diversification, favoring incumbents in
regulated, high-compliance regions.

In the competitive landscape, Amazon dominates the winner-take-most e-
commerce and cloud platforms arena—a fast-growing, disrupted market
blending horizontal retail with vertical tech infrastructure, where Al and
digital shifts erode legacy players. Direct competitors include Walmart
(omnichannel retail, smaller scale but stronger physical presence), Alibaba
(Asia-focused marketplace, similar commissions but regional), and Microsoft
Azure/Google Cloud (cloud rivals with less functionality breadth).
Substitutes encompass in-house IT builds or niche DTC brands (e.g., Shopify
for SMB e-commerce). Amazon positions as the leader, with superior scale
(e.g., $600B+ revenue base growing 10-13% vs. peers’ single-digits) and
profitability (9.7% operating margin amid investments). Its moats are
robust: network effects in e-commerce (more users/sellers enhance value,
evidenced by 60% third-party unit mix and low churn), high switching costs
in AWS (data lock-in and ecosystem tools, with NRR >120%), scale
economies (logistics efficiency yielding 8-10x inventory turns), and
proprietary IP (e.g., Trainium Al chips and algorithms). Durability is high—
e.g., AWS’s 90% on-premises migration opportunity withstands cycles—but
threats include antitrust scrutiny (potentially eroding platform bundling)
and technological shifts (e.g., open-source Al challenging custom silicon).
The market structure is concentrated among a few giants, with rising
barriers (e.g., capex for data centers), enabling sustainable returns for
leaders like Amazon. Key growth drivers are Al demand (tens of billions in
AWS upside) and cloud migration, offset by saturation in mature retail (e.g.,
smartphone cycles) and macro sensitivity; Amazon’s strengths in ecosystem



lock-in position it well, though exposure to semis cyclicality and geopolitics
remains.



3. Sector Analysis
Consumer Discretionary Investment Analysis

Comprehensive Sector Analysis Report:
Amazon.com, Inc. (AMZN)

Executive Summary

Amazon.com, Inc. (AMZN) is a dominant force in the Consumer
Discretionary sector, primarily within the Retail (Offline & Online)
subsector, with a hybrid model blending e-commerce, subscriptions,
advertising, and cloud computing via AWS. As of the analysis date (2026-01-
15), the company exhibits robust financial health, with trailing twelve-
month revenue of approximately $670 billion (up 10% YoY), gross margins
at 50.8%, and operating margins at 9.7%. Key strengths include a self-
reinforcing flywheel driven by network effects, Al innovations, and Prime
loyalty, positioning Amazon for sustained growth amid digital trends and
emerging market expansion. However, cyclical demand sensitivity, supply
chain risks, and regulatory pressures present challenges.

This report synthesizes the analysis across business fundamentals,
competitive positioning, financial metrics, risks, and valuation. Valuation
frameworks indicate a fair value range of $248-$280 per share, suggesting
20-30% upside from current levels (~$200), driven by undervalued AWS
scalability and ESG tailwinds. The outlook supports a “Buy”
recommendation, with projected 10-13% revenue growth in the base case,
tempered by downside risks in recessionary scenarios.

Company Profile and Business Model

Amazon operates as a global e-commerce and technology leader, with a
market capitalization of ~$2.34 trillion. Founded in 1994, it has evolved
from an online bookstore into a diversified platform, generating revenue
through retail sales (first- and third-party), subscriptions (e.g., Prime),
advertising, and AWS cloud services. The business model leverages
platform economics and a flywheel effect: scale attracts users and sellers,
enhancing efficiency and profitability.

Core offerings include e-commerce retail (electronics, apparel, home
goods), Prime subscriptions (fast shipping, streaming), targeted advertising,
and AWS infrastructure. Revenue streams are diversified: North America
(~59% of sales, up 11% YoY), International (~22%, up 16% YoY), and AWS
(~18%, up 17.5% YoY, contributing 53% of profits at 32.9% margins).
Target customers span mass-market consumers (tech-savvy millennials and
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Gen Z), third-party sellers, and enterprise clients, with a focus on
convenience and affordability.

The cost structure is investment-heavy, with high capex (~$116 billion
TTM) for Al, data centers, and logistics, yielding strong operating cash flow
($131 billion, up 16% YoY) but pressuring FCF ($15 billion). Differentiation
lies in technological integration (e.g., Al-driven logistics) and global reach,
setting Amazon apart from peers like Walmart or Alibaba.

Subsector Positioning and Value Chain

Amazon is positioned in the Retail (Offline & Online) subsector, acting as a
platform-based e-commerce intermediary with vertical integration in
distribution and sales. It captures value mid-to-downstream through
logistics (e.g., Fulfillment by Amazon) and digital channels, leveraging
network effects for scale.

The value chain mapping highlights limited upstream involvement (reliant
on Asian suppliers) but dominance in wholesaling/distribution (e.g., owned
warehouses) and retail (e.g., 90-95% online sales). Competitive landscape
includes Alibaba (Asia focus), Walmart (omnichannel), and emerging players
like Shein. Amazon’s mass-market approach emphasizes volume and
efficiency, aligning with trends like digital transformation and Al innovation.

Value capture is strong in high-margin niches (e.g., advertising up 22% YoY,
AWS at 32.9% margins), though commoditized retail yields thinner returns.
This positioning supports outperformance (10% revenue growth vs. sector
median 2.3%), with potential for further gains via international expansion.

Revenue Streams and Customer Segmentation

Amazon’s revenue model is diversified, with ~57% from retail (Online
Stores 37%, Third-Party Services 20%), 10% from subscriptions, 9% from
advertising, 18% from AWS, and 6% from other (e.g., physical stores).
Growth is led by services (e.g., ads +22% Yo0Y), providing margin resilience.

Customer segments are broad: individual consumers (mass-market, middle-
income, urban millennials/Gen Z) drive retail; businesses and enterprises
fuel AWS and third-party sales. Geographic distribution favors North
America (60%), with international growth in emerging markets (e.g., China,
India) tapping price-sensitive buyers. Purchasing behaviors are
convenience-driven, with Prime enhancing loyalty and frequency.

This breakdown underscores causal modeling: mass-market elasticity ties to
economic cycles, while services offer stability, supporting 10-13% Q4
guidance.
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Key Performance Indicators and Unit Economics

Amazon outperforms sector medians on key KPIs: revenue growth 10.1%
(vs. 2.3%), gross margin 50.8% (vs. 38.4%), EBITDA margin 25.3%

(vs. 11.4%), and inventory turnover 8-10x (vs. 6-8x). Platform metrics like
GMV (~$700-750B) and active users (300M+ Prime) highlight network
effects.

Unit economics are strong: ASP ~$20-30 per item with 25-35% gross
margins (retail-only); CAC ~$20-40 yielding CLV $3,000-5,000 (ratio 75-
150x); high turnover ensures quick cost recovery. These metrics reflect
scalability, with services amplifying profitability despite retail’s thin
margins, informing moat and growth projections.

Geographic and Channel Penetration

Sales are U.S.-centric (~73% North America, mature and profitable at 7.5%
margins), with diversification via international (~27%, up 16% YoY in
emerging markets like Asia). Channels are online-dominant (90-95%), with
third-party retail (61-62% units) enhancing efficiency.

Penetration is strong in digital, with opportunities in EM e-commerce
growth. This mix mitigates U.S. cyclicality but exposes to FX and supply
risks, aligning with trends like mobile commerce.

Innovation Capabilities and Brand Strength

Amazon’s innovation engine is robust, with frequent launches (e.g., Al tools
like Rufus, Vulcan robotics) adapting to trends like personalization and
sustainability. R&D investments (~$100B+ capex) drive efficiencies,
positioning AWS for Al leadership.

Brand strength is exceptional, with Prime fostering loyalty and pricing
power. Cultural cachet as an e-commerce pioneer appeals to broad
demographics, enhancing moat through ecosystems. Underappreciated
synergies (e.g., Al-brand integrations) suggest untapped value.

Economic Moat Assessment

Amazon’s moat is wide and durable, anchored by scale economies, network
effects (platform flywheel), brand loyalty (Prime ecosystem), switching costs
(AWS lock-in), and proprietary tech (Al/custom silicon). These factors yield
superior KPIs and resilience, though vulnerable to erosion from competition
or regulations. Durability supports premium valuations.
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Risk Factors

Key risks include demand cyclicality (high, potential 10-15% revenue drop
in recessions), input cost inflation (high, $3-5B impact from 10% spikes),
supply chain disruptions (high, 10-15% shortages from tariffs), FX exposure
(medium, $5-7B revenue hit from dollar strength), and labor issues (high,
$4-6B from wage hikes). ESG and regulatory risks add layers, mitigated by
diversification and efficiencies.

Scenario Modeling

e Base Case: 10-13% revenue growth, stable margins, $600-650B
revenue.

e Upside (Boom): 20-25% growth, margins to 9-10%, EPS +30-40%.

e Downside (Recession): 5-10% decline, margins to 4-5%, EPS -25%.

e Supply Shock: 12-18% retail drop, margins -200bps.

e Product Failure: 8-12% revenue erosion, costs +$2-4B.

AWS buffers downsides, emphasizing resilience.

Capital Allocation and Governance

Management prioritizes reinvestment (capex ~30-35% of revenue), yielding
high ROI (e.g., AWS growth). Return of capital is minimal, focusing on
growth. Governance is strong (independent board, performance incentives),
with transparency mitigating risks. This approach enhances moat and long-
term value.

ESG, Consumer Sentiment, and Cultural Trends

ESG profile is mixed: strong environmental commitments (net-zero by 2040,
renewable AWS) but social controversies (labor practices). Consumer
sentiment favors Amazon’s convenience and digital trends, with
opportunities in sustainability for Gen Z loyalty. Cultural shifts toward
ethical consumerism support growth, though backlash risks exist.

Valuation Synthesis

DCF yields $252/share (10% WACC, 10-12% growth); multiples suggest
$280 (30x P/E target); SOTP $248 (AWS at 15x EBITDA). Fair value
~$260/share implies 25-30% upside, with market mispricing AWS
scalability and ESG upside. Recommendation: Buy, with 15-25% potential
from growth drivers.
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Internal

External

SWOT Analysis

-.”

Strengths g Weaknesses o
e AWS Growth Leadership: Q3 2025 ¢ Regulatory Charges: Q3 2025 $4.3B
saw 20.2% YoY revenue to $132B ARR, charges, including $2.5B FTC settlement,
surpassing 18% market CAGR, driven by cut NA margins to 4.5% vs potential
Al demand and market dominance. 6.9%.

e Advertising Strength: FY2025 e Cash Flow Decline: TTM FCF fell to
double-digit growth, capturing 10% $14.8B from $47.7B due to $50.9B
global digital ad spend via e-commerce CapEx increase, signaling short-term
data advantages. risks.

e High Margins: ~50% gross margin ¢ Restructuring Costs: $1.8B

exceeds 40-45% sector average, severance in Q3 2025 highlights
supporting Al investments and operating inefficiencies in 1.5M workforce, lagging
leverage. retention benchmarks.

Opportunities o Threats o

e Al Expansion: 29% CAGR in Al ¢ Regulatory Pressures: $2.5B FTC
spending to 2028; AWS's Trainium and settlement hit 14% operating income;
Bedrock can grow share in $132B cloud further actions could cut ad ARPU by 5-
base. 10%.
e Emerging Markets: E-com penetration ¢ Supply Chain Risks: Geopolitical
to 25% by 2026; 16% YoY international tensions threaten 27% international
growth offers diversification beyond 73% revenue, potential 10-20% disruptions
NA revenue. eroding margins by 200-300bps.
e Grocery Growth: Expansion to 2,300 e Economic Slowdown: 9% IT spend
cities targets $1.5T market; Rufus Al to growth in 2025 may slow AWS;
add $10B sales, boosting Prime recession risks 20-30% FCF drop from
retention. CapEx overbuild.

Positive Negative
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4. SWOT Analysis

1.

Strengths

As of Q3 2025, AMZN’s AWS segment achieved 20.2% YoY revenue
growth to a $132 billion annualized run rate, outpacing the global
cloud market’s projected ~18% CAGR through 2028 and underscoring
its dominant market share and ability to monetize Al-driven demand.

In FY2025, AMZN'’s advertising revenue is on track for robust double-
digit growth, leveraging a full-funnel offering that captures over 10%
of global digital ad spend versus peers like Google’s 25-30% share,
highlighting strong network effects and data advantages in its e-
commerce platform.

As of Q3 2025, AMZN maintained a gross margin of approximately
50% across segments, exceeding typical e-commerce sector averages
of 40-45% and enabling sustained investments in Al and
infrastructure while generating positive operating leverage.

. Weaknesses

In Q3 2025, AMZN reported $4.3 billion in one-time charges including
a $2.5 billion FTC settlement, reducing North America operating
margins to 4.5% versus a potential 6.9% without charges, indicating
elevated regulatory and legal vulnerabilities compared to peers with
lower litigation exposure.

As of FY2025, AMZN'’s trailing 12-month free cash flow declined to
$14.8 billion from $47.7 billion prior year, driven by a $50.9 billion
YoY increase in net capital expenditures, signaling short-term cash
burn risks relative to more FCF-positive tech giants like Microsoft.

In Q3 2025, AMZN incurred $1.8 billion in severance costs from
restructuring, reflecting operational inefficiencies and morale risks in
a workforce of over 1.5 million, lagging behind sector benchmarks for
employee retention and utilization in IT services.

. Opportunities

Global Al-related spending is forecast to grow at a 29% CAGR from
2024-2028; with AWS already generating multibillion-dollar revenue
from Trainium chips as of Q3 2025, AMZN is positioned to capture
incremental share by expanding Bedrock services across its $132
billion cloud base.
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E-commerce penetration in emerging markets is projected to rise to
25% of retail by 2026; AMZN’s international segment grew 16% YoY
in Q3 2025, offering opportunities to diversify beyond its 73% North
America revenue mix through localized expansions in regions like
India and Latin America.

Grocery delivery expansion to 2,300 U.S. cities by end-2025 targets a

$1.5 trillion global market growing at 10% annually; AMZN’s Rufus Al
tool is on track for $10 billion in incremental sales, enabling upsell in

perishables and boosting Prime subscription retention.

. Threats

Since 2023, regulatory scrutiny on antitrust and data privacy has
intensified; with a $2.5 billion FTC settlement in Q3 2025 impacting
14% of operating income, further actions could pressure AMZN’s
advertising segment (22% YoY growth) versus less regulated peers,
potentially compressing ARPU by 5-10%.

Geopolitical tensions in supply chains, including U.S.-China trade
risks, threaten AMZN’s 27% international revenue as of Q3 2025; a
10-20% shipment disruption scenario could lead to inventory write-
downs and margin erosion of 200-300bps, exceeding sector averages
for hardware-dependent platforms.

Macro slowdowns in IT spending projected at 9% growth for 2025
could decelerate AWS from 20.2% YoY in Q3 2025; if global recession
hits, capacity overbuild (CapEx at $125 billion FY2025) risks
underutilization, reducing FCF by 20-30% relative to historical
downturns in cloud sectors.
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Porter’s Five Forces Analysis

.“\&/‘ Competitive Rivalry

¢ Cloud Growth Leadership: AWS achieved
28% CAGR from 2022-2024, reaching $91B
revenue and 33% market share,
outperforming Google Cloud but trailing
Azure's 30%.

¢ Margin Resilience: Maintained 44-48%
gross margins amid e-commerce discounting,
surpassing peer median of 35-40% through
ecosystem scale.

¢ R&D Investment: Allocated 13% of
revenue to R&D in 2024, driving Al
innovations like Bedrock, with Prime retention
over 80% versus competitors' 50%.

;:?%1 Supplier Power

¢ Chip Dependency: Sources 40% of data
center chips from NVIDIA and Intel with high
switching costs (6-12 months), granting
suppliers pricing leverage.

¢ Supplier Profitability: Key suppliers like
NVIDIA saw 150% YoY growth and >60%
margins in 2024, exceeding AMZN's 6%
overall.

¢ Geopolitical Exposure: 60% components
from Taiwan/China face 25% tariffs;
diversification to US/India planned to reduce
risks by 10-15%.

°0
> Buyer Power

¢ Enterprise Concentration: 70% of AWS
revenue from enterprises in 2024, with top 10
clients at 25%, above peer average of 20%.
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¢ Price Sensitivity: AWS contract uplifts
fell from 10% to 5% amid economic
pressures, contrasting stable consumer
ARPU growth of 8% YoY.

¢ Retention Strength: 115% net retention
and <5% churn, with 50%+ multi-service
usage, exceeding peer medians and limiting
buyer leverage.

[ ]
-L“‘l Threat of Substitutes & New Entrants
-

¢ Substitute Pressure: Open-source Al
adoption grew 30% from 2022-2024,
shifting 10% workloads from AWS, though
retention tools held 80% base.

¢ High Entry Barriers: Cloud requires 15-
20% R&D and >$10B capex; Oracle
struggles with <5% share against AMZN's
scale.

e Startup Threats: $50B+ VC funding in
Al/cloud startups, with some reaching $1B
ARR, challenging niches like edge
computing.

@-» Overall Strategy & Outlook

¢ Best-Case Growth: 8-10% IT spending
rise could boost AWS to 25% CAGR,
margins to 8-9%, gaining 2-3% cloud share
via Al.

¢ Base-Case Stability: Consensus 10-12%
revenue growth in 2024-2025, margins at 6-
7%, with balanced e-commerce rivalry and
AWS expansion.

e Worst-Case Risks: Chip shortages and
regulations may slow growth to 5-7%,
compress margins 100-200 bps, amid ESG
scrutiny.



5. Porter Five Forces

0. Setup: What You Must Do Before Writing

0.1 Pin down subsector and business model
e Subsector: Platforms & Internet ecosystems (search, social,

marketplaces, app stores)

e Core business model: Ad-driven platforms (MAU/DAU + ARPU) +
Usage-based cloud / infrastructure

0.2 Capture key numbers
Metric

Details

Revenue by segment (FY2022-
FY2024)

Growth rates

Margins

R&D and S&M %

Core KPIs

0.3 Pick 3-5 key competitors

AWS: $62B (2022) to $91B (2024);
Online Stores: $220B (2022) to $246B
(2024); Advertising: $31B (2022) to
$47B (2024); Total: $514B (2022) to
$575B (2024)

AWS CAGR 28% (2022-2024), latest
YoY 19%; Online Stores CAGR 6%,
latest YoY 7%; Advertising CAGR 23%,
latest YoY 21%

Gross margin 44% (2022) to 48%
(2024); Operating margin 2% (2022)
to 6% (2024)

R&D 13% of revenue (2024); S&M 8%
(2024)

Platforms: Prime MAU 200M+ (2024),
ARPU ~$140 (TTM 2024); Cloud: AWS
revenue run rate $100B+ (Q4 2024),
utilization ~80%; Take rate on
marketplace ~15%

e AWS: Microsoft Azure ($60B revenue 2024, 25% growth, ~31%
market share, high-margin cloud model); Google Cloud ($33B, 28%
growth, ~10% share, integrated Al focus)

e E-commerce Marketplace: Walmart ($650B total revenue 2024, 6%
growth, ~10% US online share, low-cost retail model); Alibaba
($130B, 8% growth, ~50% China share, ecosystem platform)

e Advertising: Google ($307B total, ads 80%, 5% growth, ~29% digital
ad share, premium search model); Meta ($135B, 19% growth, ~24%

ad share, social focus)
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2. Competitive Rivalry for AMZN

Between FY2022 and FY2024, AMZN’s AWS segment grew at a 28%
CAGR to $91B revenue, outpacing Google Cloud’s 25% CAGR but
trailing Azure’s 30%, maintaining AMZN'’s estimated 33% share of the
global cloud market versus a peer average of 20-30%.

From FY2022 to FY2024, AMZN sustained gross margins at 44-48%
versus a peer median of 35-40% for platforms, despite increased
discounting in e-commerce to combat Walmart’s price matching,
highlighting differentiation through ecosystem scale rather than
aggressive pricing.

In FY2024, AMZN invested 13% of revenue in R&D versus a peer
median of 10%, fueling an Al roadmap with Bedrock and Trainium
releases planned for 2025, while Prime retention exceeded 80%
compared to Walmart+’s 50%, indicating strong brand loyalty and
lock-in.

3. Supplier Power for AMZN

As of FY2024, AMZN sourced ~40% of its data center chips from top
suppliers like NVIDIA and Intel, with multi-year agreements through
2026, but high switching costs (6-12 months) due to custom
integrations give suppliers leverage on pricing amid AI demand
surges.

Key chip suppliers like NVIDIA reported 150% YoY revenue growth in
2024 with operating margins >60%, far exceeding AMZN’s 6%
overall, indicating strong supplier stability and bargaining power as
AMZN'’s spend rose to ~5% of opex versus industry norms of 3-4%.
In FY2024, ~60% of AMZN’s hardware components were sourced
from Taiwan and China, exposing it to US-China trade tensions and
tariffs up to 25%, though diversification efforts aim to shift 10-15% to
US/India by 2026 to mitigate geopolitical risks.

4. Buyer Power for AMZN

In FY2024, enterprise customers accounted for 70% of AWS revenue
(up from 65% in 2022), with top 10 clients contributing 25% versus a
peer average of 20%, reflecting concentrated buyer power among
large hyperscalers like Netflix and Salesforce.

From FY2022 to FY2024, AWS contract lengths averaged 3 years with
renewal uplifts dropping from 10% to 5% amid economic pressures,
showing increased price sensitivity in enterprise segments compared
to more stable consumer ARPU growth of 8% YoY.

In FY2024, AWS net retention rate hit 115% with churn under 5%,
and 50%+ of customers using multiple services, versus peer medians
of 110% and 40%, demonstrating strong ecosystem lock-in that curbs
buyer leverage despite negotiation demands.
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5. Threat of Substitutes & New Entrants for AMZN

Between FY2022 and FY2024, adoption of open-source Al alternatives
grew 30% industry-wide, pressuring AMZN’s AWS by shifting ~10%
of workloads from proprietary cloud to in-house solutions, though
AMZN'’s migration tools retained 80% of its base versus peers’ 70%.
With cloud R&D intensity at 15-20% of revenue and data center capex
needs exceeding $10B for new entrants, barriers remain high, as seen
in Oracle’s struggles to gain >5% share compared to AMZN'’s scale
advantages in hyperscale infrastructure.

From FY2022 to FY2024, VC funding in Al/cloud startups topped $50B
across 100+ firms, with several reaching $1B ARR and challenging
AMZN in niches like edge computing, elevating medium-term entry
threats despite AMZN’s 33% market dominance.

6. Overall Strategy & Outlook for AMZN (2024-2025)

In a best-case scenario, with IT spending rising 8-10% through 2025
and AMZN accelerating AWS growth to 25% CAGR via Al demand,
operating margins could expand 200-300 bps to 8-9%, outpacing
peers and gaining 2-3% market share in cloud.

In a base-case scenario, per consensus estimates, AMZN achieves 10-
12% total revenue growth in 2024-2025 with operating margins stable
at 6-7%, balancing rational rivalry in e-commerce and steady AWS
expansion amid ongoing cost optimizations.

In a worst-case scenario, if supplier chip shortages and antitrust
regulations intensify, revenue growth could decelerate to 5-7% in
2025 with 100-200 bps margin compression, exacerbated by ESG
scrutiny on data center emissions and labor practices in supply
chains.
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6. Scuttlebutt Analysis

Tech Sector Scuttlebutt Analysis: Phil Fisher
15-Point Checklist for AMZN

Amazon.com, Inc. (AMZN) operates as a dominant player in the
platforms/internet ecosystems subsector through its e-commerce
marketplace, with significant exposure to IT services via AWS cloud
computing, emerging tech angles like AI and machine learning, and
hardware/devices through products like Echo and Fire TV. The business
model revolves around a flywheel of scale: low-margin retail (Online Stores
~37% of revenue, Third-Party Seller Services ~20%) drives user traffic,
enabling high-margin adjacencies like Advertising (~11%), Subscriptions
(Prime, ~7%), and AWS (~18%, but 50%+ of profits). Pricing is hybrid—
transaction fees for sellers, subscriptions for Prime/AWS, and usage-based
for cloud. Cost structure is capex-heavy (~$100B+ annually for data
centers, Al chips, and logistics), with variable costs in fulfillment (~25% of
opex) and R&D (~10% of revenue). Value chain dependencies include global
suppliers (e.g., electronics from Asia), logistics partners, and ecosystem
integrations (e.g., app developers). Key external factors: economic cycles
affecting discretionary spend, regulatory scrutiny on antitrust/data privacy,
and Al adoption tailwinds. Over the last 3 years, revenue grew at ~10%
CAGR (from ~$470B in 2022 to ~$600B+ run-rate), with gross margins
expanding from 43% to 51%, operating margins from 2% to 10%, FCF
margins volatile (negative in 2022, positive ~5% now), R&D at 10-12% of
revenue, S&M at 8-10%, capex at 10-15%, and net cash position strong
(~$40B). Subsector KPIs: Platforms (MAU ~500M+, ARPU ~$50-60 via
Prime); IT services (AWS utilization ~80%, book-to-bill >1); emerging tech
(AI workloads ~20% of AWS growth). This setup positions AMZN as a
potential long-duration compounder, leveraging its ecosystem moat for
sustained mid-teens growth, though cyclical retail exposure and capex
intensity introduce risks.

1. Market Potential for Sustained Sales Growth

Amazon operates in high-growth markets like global e-commerce (~$5T
TAM, growing 15%+ annually), cloud computing (~$600B TAM, 20%+
growth via Al), and digital advertising (~$700B TAM, 10% growth). Its SAM
focuses on North America/Europe for e-commerce (~$2T, 60% penetration)
and global enterprises for AWS (~$300B, with AI adding $100B+). Current
SOM is ~40% in U.S. e-commerce and ~30% in cloud, implying headroom.
Growth decomposes as ~40% from new logos (e.g., AWS migrations), 30%
upsell (Prime expansions), 20% new products (Al tools like Bedrock), and
10% geographies (16% international CAGR). Platforms nuances include
ARPU uplift from ads/Prime (net retention >120%), while IT services
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highlight backlog growth from digital transformation. 3-year revenue CAGR
of 10% lags market 15% but outpaces peers like MSFT Azure (~25%) amid
macro caution. Channel checks with CIOs indicate strong AWS pipeline for
Al workloads, with partners noting faster deal cycles in emerging tech;
customers evaluate against Azure but cite AWS’s ecosystem as a tiebreaker.
Given low cloud penetration (~10% of IT spend) and Al tailwinds, AMZN
could sustain 12-15% growth for 3-5 years, assuming no deep recession.

2. Management’s Commitment to Future Growth

Amazon’s R&D intensity averaged 11% of revenue over 3 years (vs. peers’
15-20% for SaaS), with capex surging 50%+ to ~$100B in 2025 for Al
infrastructure, outpacing revenue growth. Roadmap ambition shines in Al
(e.g., Trainium chips, Bedrock models) and expansions like Kuiper satellites,
with 20+ major launches (e.g., Rufus Al shopping assistant). In good times,
like post-2023 recovery, management ramped investments rather than
harvesting margins, funding AWS capacity despite FCF dips. For platforms,
this means Al integrations boosting engagement; in IT services, aggressive
node advancements for custom silicon signal long-term bets. Scuttlebutt
from ex-employees highlights a culture of bold roadmaps, with recruiters
noting top Al talent inflows; partners praise AWS'’s frontier-pushing

vs. incremental updates from rivals. Quantitative signals (R&D growth 15%
CAGR, 10+ AI patents quarterly) align with qualitative views of a company
in build-mode, prioritizing compounding over short-term gains.

3. Effectiveness of Research & Development

R&D spend grew 12% CAGR over 3 years to ~$60B, outpacing revenue and
yielding outputs like 50+ AI model launches on Bedrock and performance
gains in Inferentia chips (30% cost savings for ML workloads). Benchmarks
show AWS leading in ML benchmarks vs. Azure, with new features
contributing ~15% to ARR growth. Customer value is evident in lower TCO
(e.g., 40% savings via Graviton processors) and UX (e.g., seamless API
integrations). In IT services, rapid tape-outs for Al accelerators keep pace
with workloads; platforms see continuous engagement boosts from Al
recommendations. Customers report releases accelerating, with CIOs citing
features like SageMaker as renewal drivers; ex-product managers note
efficient mapping to needs vs. peers’ bloat. At current 11% intensity, AMZN
maintains a 1-2 year lead in cloud Al, but risks lagging in generative models
if investment doesn’t match hyperscalers’ 20%+.

4. Sales Organization Quality

AMZN’s GTM is channel-heavy for e-commerce (marketplaces, affiliates)
and direct/partner-led for AWS (enterprise sales, MSPs like Accenture).
S&M averaged 9% of revenue over 3 years, with CAC payback ~12 months
and productivity rising (sales per rep up 10%). Breadth includes AWS
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Marketplace for self-serve and OEM bundles. SaaS-like metrics show net
retention 125%+ and LTV/CAC >4x, reflecting quality acquisition. Partners
call AWS “easiest to sell” due to ecosystem support, with deal cycles
shortening 20%; customers note proactive engagement pre-RFP, unlike
reactive rivals. Ex-sales feedback praises enablement but flags quota
pressures in retail. This GTM machine scales new Al products quickly,
though high CAC in enterprise suggests limited leverage without efficiency
gains.

5. Profit Margin Attractiveness

Gross margins expanded 800bps over 3 years to 51%, operating to 10%, and
FCF to ~5%, comparing favorably to platforms norms (GM 70-80%) but
mixed vs. IT services (50-60%). High-margin AWS/ads (GM 60%+) offset
retail’s 25-30%, with mix shifting toward services. Trends attribute to cloud
optimization and ad yield improvements, positioning margins as structurally
advantaged for a hybrid tech-retail model, above peers like GOOG (GM
45%) but below pure SaaS (75%).

6. Strategies to Maintain or Improve Margins

Current drivers include AWS pricing power (minimal discounts) and scale
automation (e.g., robotics in fulfillment). Levers: infrastructure optimization
(Graviton yields 40% savings), Al for ad targeting (ARPU +15%), and mix to
premium tiers (e.g., managed AWS services). Platforms focus on yield; IT
services on offshore mix. Customers report value justifying prices, with
partners seeing less discounting vs. Azure. Management’s plans align with
ecosystem expectations for modest 200bps expansion over 3 years, though
compression risks from capex remain.

7. Labor and Personnel Relations

Employee satisfaction is mixed per Glassdoor (3.8/5), with high engineering
churn (~15%) but stable leadership. No major union issues, though
warehouse labor scrutiny persists. Platforms emphasize internal mobility; IT
services benchmark attrition below peers (10% vs. 15%). Ex-employees cite
mission-driven culture but burnout; headcount growth slowed post-layoffs.
Stable tech leadership aids execution, though churn risks delaying Al
roadmaps.

8. Executive Relations

CEO Jassy (tenure 4+ years), CFO Olsavsky (9+), and CTOs show low
turnover, with aligned messaging on Al investments across calls. No public
U-turns, though Saks investment fallout highlights friction. Scuttlebutt from
ex-leaders notes centralized decisions; reorgs are infrequent. This cohesion
reduces execution risk, supporting bold bets like Kuiper.
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9. Management Depth

Strong bench with BU heads (e.g., AWS’s Selipsky, 5+ years) and internal
promotions (70% of VPs). Succession planning evident in layered Al/product
leads. High-growth platforms often “buy” talent, but AMZN balances with
development. Depth enables scaling into new verticals without bottlenecks.

10. Cost Analysis and Accounting Controls

COGS ~49% (fulfillment dominant), opex ratios stable (R&D 11%, S&M 9%,
G&A 5%). Trends show inventory efficiency (turns 8x) and clean disclosures
(e.g., ARR transparency). No red flags like restatements; ex-finance
feedback praises forecasting discipline. Controls appear robust for scale,
boosting confidence in numbers.

11. Industry-Specific Competitive Factors

Key factors: (1) Network effects (platforms: buyer/seller density, AMZN
leads with 500M+ MAU vs. EBAY); (2) Data advantage (Al targeting, AWS
edge in ML workloads); (3) Ecosystem integration (APIs/partners, win rates
60%+ per checks); (4) Scale economies (logistics, cost per shipment down
10%); (5) Regulatory resilience (trust in data handling). Scuttlebutt shows
high customer loyalty (low churn), positioning AMZN as a well-protected
leader in e-commerce/cloud.

12. Profit Outlook: Short vs. Long Term

Near-term (1-2 years): Revenue growth 10-12% amid macro caution,
margins plateauing at 10% from optimizations; pressures include energy
costs and inventory drawdowns. Long-term (3-5+ years): Al drives 15%+
growth, moats yielding 12-15% margins via AWS scale. Scenarios: Al boom
adds 20% upside; downturn compresses 10%; supply shock (e.g., tariffs)
hits 15%. Scuttlebutt indicates strong AI demand, suggesting durable
compounding focus.

13. Future Capital Needs and Dilution Risk

3-year FCF averaged ~$20B vs. $80B capex, funded by operations and $40B
net cash; no major debt needs. Planned Al/data center spends (~$100B)
likely self-financed, with SBC dilution ~2% annually. IT services capex
intensity is neutral; growth from retained earnings positions capital
structure as an advantage.

14. Management Transparency in Adversity

In 2022 downturn (negative FCF), management acknowledged
optimizations early, cutting guidance controlledly without KPI changes.
Saks bankruptcy objection was forthright. Call tones consistent; scuttlebutt
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confirms actions matched words. Track record suggests high transparency
under pressure.

15. Integrity of Management

Board is independent (CEO not Chair), with no major controversies; comp
aligns with TSR (performance RSUs). Insider holding is low but steady;
reputation strong among partners/employees. Examples show stakeholder
alignment (e.g., Al ethics commitments). Integrity appears high, though
probabilistic given scale.

Amazon emerges as a potential long-duration compounder, with strengths
in market runway (1), innovation (3), moats (11), and management depth (9)
outweighing capex risks (13) and cyclicality (12). Key checklist points like
Al-driven growth and ecosystem advantages support durable value creation,
barring major disruptions.
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7. Risk Analysis
Overview of Major Risks

AMZN operates in the Platforms & internet ecosystems sub-sector with a
diversified business model encompassing marketplace take rates (e-
commerce platform fees), ad-supported revenue (sponsored products and
DSP), usage-based cloud services (AWS), subscription-based memberships
(Prime), and hardware sales (devices like Echo and Kindle).

Competitive & disruption risk

Intensifying competition from rivals like Walmart in e-commerce and
Microsoft Azure/Google Cloud in AWS could erode market share,
particularly if Al-native entrants commoditize AMZN’s cloud offerings;
high impact given AWS’s ~18% revenue share and 20% YoY growth
dependency.

Disruption from emerging tech like generative Al assistants (e.q.,
shifting search to Al tools) threatens ad revenue (~10% of total,
growing 22% YoY), with potential 10-15% erosion in user engagement
if network effects weaken.

Technology & product risk

Dependence on Al investments (e.g., Trainium chips, AgentCore SDK
with 1M+ downloads) carries commercialization risk; if adoption lags
hype, capex intensity (~$100B FY2025) could drag ROIC without
offsetting revenue, impacting ~40% of AWS growth from Al
workloads.

Product obsolescence in hardware (e.g., Echo/Alexa facing LLM
competition) risks low margins and inventory buildup, with ~5%
revenue exposure; medium impact tied to innovation pace.

Market & demand / cyclicality risk

Exposure to discretionary consumer spending (e.g., ~37% from online
stores) raises downside in recessions, with ~60% U.S.-centric revenue
vulnerable to sentiment drops; high impact, as seen in past slowdowns
reducing growth to single digits.

Ad-market cyclicality affects ~10% of revenue; a macro pullback in
marketing budgets could cut growth from 22% to low teens, amplified
by enterprise caution in AWS (~18% revenue).

Regulatory & legal risk

Antitrust scrutiny (e.g., ongoing FTC settlement of $2.5B) could force
business changes like unbundling Prime or AWS, impacting ~27%
international revenue; high impact on dominant marketplace position.

26



e Emerging Al/data privacy rules (e.g., GDPR expansions) threaten ad
and cloud models, with potential fines or compliance costs eroding
margins by 100-200bps.

Operational & supply chain risk

e Supply chain concentration (e.g., reliance on China for
hardware/components) exposes to geopolitical disruptions, affecting
~5-10% hardware revenue and e-commerce fulfillment; medium-high
impact, as delays could spike costs amid regionalization efforts.

e Talent dependence for Al/semiconductor design risks attrition, with
severance costs ($1.8B) signaling execution fragilities; ties to ~$132B
AWS run rate.

Financial & capital structure risk

e High capex burn (~$100B+ annually) for Al/cloud capacity pressures
free cash flow (weakening despite $21.2B net income), with risk of
dilution if funding needs rise; medium impact on leverage, given
strong $93B cash position.

For AMZN, regulatory & legal risk and competitive disruption dominate the
risk profile, given antitrust pressures and Al/tech shifts; operational
cyclicality and supply chain issues are secondary but amplified by macro
volatility.

Legal and Regulatory Challenges

Current legal matters

e Ongoing FTC antitrust litigation, including a $2.5B settlement in Q3
2025 impacting North America margins (reduced from 6.9% to 4.5%);
active stage with potential for further injunctions forcing marketplace
changes, risking $4-6B annual revenue hit and reputational damage.

e TP and bankruptcy disputes, such as the legal battle with bankrupt
Saks Global over a $475M investment now deemed worthless; early
litigation stage, with objections to financing plans potentially leading
to $100-200M losses and strained partnerships.

e Labor and privacy class actions (e.g., historical patterns from data
breaches or worker conditions); settlements could add 50-100bps to
opex, with operational disruptions in fulfillment centers.

Regulatory environment

AMZN faces intensifying scrutiny in data privacy and antitrust regimes,
with GDPR/CCPA-like laws restricting ad targeting and cross-border data
flows, directly affecting its ad-supported and cloud models (~28% combined
revenue). Al-specific regulations (e.g., EU Al Act) mandate transparency for
LLMs and generative tools, increasing compliance burdens on AWS’s Al
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ecosystem (e.g., partnerships with Meta/Perplexity). Sector-wide
competition rules target self-preferencing in marketplaces, while export
controls on advanced chips (e.g., for Trainium) limit international AWS
growth. Regulatory risk is increasing, driven by enforcement trends like
FTC actions and new data localization laws in emerging markets, potentially
constraining ~27% international revenue.

Forward-looking risk

e Upcoming Al regulations could require audits and risk assessments
for agentic Al tools (e.g., AgentCore SDK), forcing incremental R&D
spend (~5-10% of capex) and slowing innovation in AWS.

e Data privacy expansions (e.g., U.S. federal rules mirroring CCPA) may
limit personalized ads, reducing DSP growth from 22% and requiring
data minimization investments.

e Antitrust reforms (e.g., app store bundling probes) threaten Prime
ecosystem, potentially mandating unbundling and eroding ~10%
subscription revenue.

Financial and Operational Exposures

Capital structure & liquidity

e Moderate leverage with net debt/EBITDA ~1.5x and strong interest
coverage (>10x), but high capex ($100B+ FY2025) strains liquidity;
cash runway supports 6-12 months of burn, yet refinancing risk rises
in high-rate environments—AMZN is more exposed than peers due to
Al-driven investments.

e $93B cash position provides resilience, but working capital swings
(e.g., inventory buildups) could pressure if demand softens; less
exposed vs. hardware peers but vulnerable to macro FX impacts on
international ops.

Revenue concentration & cyclicality

e AWS accounts for ~18% of revenue but higher profit share;
dependence on enterprise IT budgets (e.g., optimizations amid
caution) risks 10-15% volatility in downturns—more exposed than
pure software peers due to usage-based model.

e Consumer cyclicality hits ~37% online stores revenue, with ~60%
U.S. exposure amplifying recession risks (e.g., 15-20% drop in
discretionary spend); customer concentration low, but top
advertisers/OEMs >10% indirectly.

Margin sensitivity

e Gross margins (50.8%) sensitive to input inflation (e.g., shipping/fuel,
up $2B historically) and price competition in e-commerce; could

28



compress 200bps if rivals undercut, less exposed than hardware peers
but amplified by thin retail economics.

Opex intensity (R&D ~15% of sales) risks overspending on AI without
ROIC gains; wage inflation for 1.6M employees adds pressure, with
severance ($1.8B) signaling utilization risks—comparable to IT
services peers.

Supply chain & infrastructure

Reliance on single hyperscalers absent (AMZN owns AWS), but
component sourcing from China/Taiwan exposes to disruptions (e.g.,
geopolitical tensions); could spike costs 5-10%, more exposed than
diversified peers like Apple.

Talent dependence on Al experts risks attrition amid restructuring;
single points of failure low, but fulfillment network concentration
(e.g., regional hubs) vulnerable to outages—resilience via
diversification efforts, but gaps remain vs. peers.

Potential Market Volatility

AMZN'’s exposure to macro IT spending and consumer confidence positions
it toward the discretionary end of the spectrum, with AWS as mission-
critical (resilient) but e-commerce/ads tied to volatile budgets; sensitivity to
interest rates (via valuation multiples and capex financing) and FX (27%
international revenue) adds layers, while ad-market cycles and emerging
market demand amplify swings—volatility is amplified by high operating
leverage and Al hype cycles, but dampened by diversified revenue and
sticky Prime base.

Base case: Assumes mid-single-digit GDP growth, stable IT budgets
yielding 10-13% revenue (per guidance), AWS at 20%, margins stable
at 9-10%; valuation holds at ~30x P/E with moderate expansion.
Downside scenario: Recession-driven IT cuts and consumer pullback
(e.g., 15% drop in discretionary spend) plus supply chain disruption
(e.g., China tensions); revenue flat to -5%, margins -200bps from
lower utilization, valuation compresses 20-30% relative to peers—high
severity, ~25% probability.

Upside scenario: Faster Al/cloud adoption and regulatory easing
(e.g., Al partnerships like Wikipedia/Meta); revenue +15-20%,
margins +100bps from scale, valuation expands 10-20% on peer
multiples—meaningful optionality if executed.

Overall, risk skew is balanced with downside from cyclicality but upside
from AI optionality, supported by strong net cash and multi-year contracts.
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Recommended Risk Mitigation

Risk-mitigation mapping

For competitive disruption: Accelerate Al product roadmap (e.g.,
expand Trainium and AgentCore integrations) and deepen ecosystem
partnerships (e.g., with Meta/Perplexity); management is already
acting via $100B capex, but gaps remain in hardware differentiation—
residual risk medium.

For regulatory/legal risk: Enhance compliance programs (e.g.,
privacy-by-design in Al tools) and transparent reporting; underway
with FTC settlements, but antitrust gaps persist—residual risk high,
requiring lobbying.

For operational/supply chain risk: Diversify suppliers (e.g., reduce
China reliance via regionalization) and build strategic inventory;
management acting on fulfillment efficiencies, but timelines lag
geopolitical speed—residual risk medium.

For financial/cyclical risk: Moderate capex pacing and extend liquidity
(e.g., via credit lines); evidence of cost streamlining (e.g., $1.8B
severance), but limited on debt reduction—residual risk low with
strong balance sheet.

Assess current management actions

Management acknowledges risks in filings (e.g., antitrust, Al investments)
with programs like severance for leanness and AWS sovereign cloud for
data rules; timelines realistic (e.g., Kuiper beta soon), but regulatory
mitigation shows gaps—overall, underway but not fully de-risking.

Early warning indicators & monitoring plan

Watch customer churn/NDR in AWS (>100% threshold signals
competitive risk materializing).

Monitor IT budget surveys and backlog changes; sustained <10%
growth indicates cyclical risk.

Track supplier lead times/inventory days (>45 days flags supply chain
issues).

Observe new investigations or compliance opex (>2% of sales signals
regulatory risk escalating).

Risks like innovation pace and diversification are under management’s
control, while macro/geopolitics are external; overall profile is manageable
given diversified revenue and strong balance sheet, though downside skew
from regulatory overhang persists, with upside from Al if mitigated well.
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@ Peterson Capital
Management, LLC

Disclaimer - Valuation

The following valuation section has been automatically generated using
pre-configured financial models, artificial-intelligence models, and available
data, without any human intervention or interpretive oversight. The calculations,
figures, and outputs presented herein have not been audited, independently
verified, or supplemented with qualitative insight.

The valuation analysis presented herein is intended to be directionally indicative
and should not be interpreted as precise or definitive. While we have employed
standard methodologies and sound judgment to frame valuation ranges, this
analysis is not based on exhaustive or fully cited sources, and certain underlying
assumptions, data inputs, and reference points may be incomplete or missing.

This report does not constitute a fairness opinion, investment recommendation,
or substitute for professional due diligence. It should be viewed solely as an
internal decision-support tool, offering a framework for strategic exploration
rather than a definitive assessment of intrinsic value.

Our models are part of an ongoing development process and are continually
being tested, refined, and re-evaluated to improve accuracy, robustness, and
contextual relevance. As such, users should expect that methodologies, outputs,
and coverage may evolve over time.

We recommend this report be critically reviewed in-house, with an
accompanying appendix or section that transparently documents any limitations,
outstanding issues, or self-assessments.

All users should apply independent judgment and validate findings with
additional analysis, expert input, and supporting data before making any
investment or strategic decisions based on this material.



Valuation Summary

Terminal cash flow 296,148 M Terminal cash flow 426,877 M Terminal cash flow 603,318 M
Terminal cost of capital 10.28% Terminal cost of capital 9.28% Terminal cost of capital 8.28%
Terminal value 3,806,524 M Terminal value 6,296,119 M Terminal value 10,438,028 M
PV(Terminal value) 1,430,741 M PV(Terminal value) 2,592,185 M PV(Terminal value) 4,711,248 M
PV (CF over next 10 years) 1,176,177 M PV (CF over next 10 years) 1,569,052 M PV (CF over next 10 years) 2,106,736 M
Sum of PV 2,606,918 M Sum of PV 4,161,238 M Sum of PV 6,817,984 M
Value of operating assets = -41,222 M Value of operating assets = -41,222 M Value of operating assets = -41,222 M
- Debt 135,419 M - Debt 135,419 M - Debt 135,419 M
- Minority interests - Minority interests - Minority interests

+ Cash 94,197 M + Cash 94,197 M + Cash 94,197 M
Value of equity in common stock 2,565,696 M Value of equity in common stock 4,120,016 M Value of equity in common stock 6,776,762 M
Number of shares 10,674 M Number of shares 10,674 M Number of shares 10,674 M
Estimated value /share $240.37 Estimated value /share $385.99 Estimated value /share $634.88
Current Stock Price $238.18 Current Stock Price $238.18 Current Stock Price $238.18
Price as % of value 99.09% Price as % of value 61.71% Price as % of value 37.52%

7. DCF Valuation (Bear, Base, Bull)

Valuation Summary

Valuation Summary
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8. Comparable Companies Valuation

Comparable Public Companies and Valuation Output

Operating Statistics
Tkers  MarketCap T e e Rwene TS (S0 | B
WMT 950,364 M 10,582 M 68,424 M 1,008,206 M 96,094 M 703,061 M 175,109 M 24.9% 32,876 M 46,712 M 6.6% 22,910 M 3.3% 5.4%
MSFT 3,394,430 M 28,849 M 60,556 M 3,352,974M 363,076 M 293,812 M 202,037 M 68.8% 130,160 M 44.3% 169,991 M 57.9% 104,912 M 35.7% 14.5%
AAPL 3,831,937 M 35,934 M 98,657 M 3,875,897 M 73,733 M 416,161 M 195,201 M 46.9% 132,729 M 31.9% 144,427 M 34.7% 112,010 M 26.9% 8.7%
SHOP 205,333 M 2,414 M 1,115M 198,366 M 12,511 M 10,696 M 5,214 M 48.7% 2,038 M 19.1% 2,070 M 19.4% 1,781 M 16.7% 41.3%
EBAY 43,904 M 2,423 M 7,015M 47,541 M 4,719 M 10,714 M 7,676 M 71.6% 2,582 M 24.1% 2,953 M 27.6% 2,182 M 20.4% 6.7%
NFLX 374,148 M 9,287 M 14,463 M 379,286 M 25,954 M 43,379 M 20,859 M 48.1% 12,824 M 29.6% 28,970 M 66.8% 10,431 M 24.0% 14.1%
AMZN 2,540,169 M 66,922 M 135,419M 2,581,391 M 369,631 M 691,330 M 345,982 M 50.0% 95,113 M 13.8% 157,029 M 22.7% 76,482 M 11.1% 17.9%
Maximum 3,831,937 M 35,934 M 98,657 M 3,875,897 M 363,076 M 703,061 M 202,037 M 71.6% 132,729 M 44.3% 169,991 M 66.8% 112,010 M 35.7% 41.3%
75th Percentile 3,503,807 M 30,620 M 75,982 M 3,483,705M 162,840 M 487,886 M 196,910 M 69.5% 130,802 M 35.0% 150,818 M 60.1% 106,687 M 29.1% 21.2%
Median 662,256 M 9,935 M 37,510 M 693,746 M 49,844 M 168,595 M 97,984 M 48.4% 22,850 M 26.8% 37,841 M 31.1% 16,671 M 22.2% 11.4%
25th Percentile 164,976 M 2,421 M 5,540 M 160,660 M 10,563 M 10,710 M 7,061 M 41.4% 2,446 M 15.5% 2,732 M 16.2% 2,082 M 13.3% 6.4%
Minimum 43,904 M 2,414 M 1,115M 47,541 M 4,719 M 10,696 M 5,214 M 24.9% 2,038 M 4.7% 2,070 M 6.6% 1,781 M 3.3% 5.4%

Valuation Statistics

Tickers Market Cap En\tlearlzzse ;Z‘{::m E‘é{ﬁ;’x‘ P/S Multiple P/E Mu
WMT 950,364 M 1,008,206 M 1.43x 21.58x 1.35x 41.48x 9.89x
MSFT 3,394,430 M 3,352,974 M 11.41x 19.72x 11.55x 32.36x 9.35x
AAPL 3,831,937M 3,875,897 M 9.31x 26.84x 9.21x 34.21x 51.97x
SHOP 205,333 M 198,366 M 18.55x 95.83x 19.20x 115.29x 16.41x
EBAY 43,904 M 47,541 M 4.44% 16.10x 4.10x 20.12x 9.30x
NFLX 374,148 M 379,286 M 8.74x 13.09x 8.63x 35.87x 14.42x
AMZN 2,540,169 M 2,581,391 M 3.73x 16.44x 3.67x 33.21x 6.87x
Maximum 3,831,937M 3,875,897 M 18.55x 95.83x 19.20x 115.29x 51.97x
75th Percentile 3,503,807 M 3,483,705 M 13.20x 44.08x 13.46x 59.93x 25.30x
Median 662,256 M 693,746 M 9.03x 20.65x 8.92x 35.04x 12.15x
25th Percentile 164,976 M 160,660 M 3.69x 15.35x 3.41x 29.30x 9.34x
Minimum 43,904 M 47,541 M 1.43x 13.09x 1.35x 20.12x 9.30x

Implied Share Price

EV/LTM EV/LTM

Tickers Shares Outstanding R EBITDA P/S Multiple P/E Multiple P/B Multiple
Maximum $ 1,19475 $ 1,40336 $ 1,243.36 S S 1,799.69
75th Percentile $ 848.22 $ 642.13 $ 872.04 $ 429.45 S 876.18
Median 10,674 M S 57834 $ 29743 $ 577.50 $ 251.07 $ 420.84
25th Percentile S 23235 $ 21937 $ 22094 $ 209.92 $ 323.36
Minimum S 86.46 S 186.19 $ 87.55 $ 144.17 S 322.18
=




11. Short Thesis
Short-Seller Thesis Template for Tech Stocks

Please provide a concise, short-seller-focused thesis on AMZN,
highlighting critical factors that could drive the stock’s price
downward.

Use any verifiable recent data points (dates, metrics, filings)
available to support your arguments, but do not invent data if it does
not exist.

Structure your analysis around:

1. Overvaluation Indicators
e Business & subsector context:

o AMZN operates in the Platforms / Internet Ecosystems segment
of the technology sector, primarily offering e-commerce, cloud
computing (AWS), advertising, and streaming services to a mix
of consumer and enterprise customers. Revenue is mainly
transactional (e-commerce sales) and recurring (Prime
subscriptions, AWS), with key KPIs including active users,
ARPU, engagement metrics, and ad load; however, AMZN does
not publicly disclose detailed MAUs/DAUs or ARPU breakdowns.

e Valuation vs peers and fundamentals:

o As of Q3 2025, AMZN trades at approximately 27.7x forward
P/E, vs a peer median of ~25x for platforms like Alphabet
(GOOGL) and Meta (META), despite slower revenue growth of
7.43% YoY to $180.17B and operating margins of 9.67% that lag
high-growth peers.

o Gross margin is 50.79% vs peer average of ~60% for ad-heavy
platforms, suggesting AMZN lacks the premium economics
typically associated with its current multiple, especially with net
margins at 11.76% weighed down by retail segments.

e Subsector lens on sustainability:

o In the Platforms / Internet Ecosystems subsector, companies
with AMZN'’s profile (growth of ~7%, margins of ~10%)
typically trade at lower multiples of ~20-25x forward P/E.
AMZN'’s current valuation implicitly assumes aggressive growth
in Al and cloud segments or sustained high ARPU, which is not
yet evidenced in reported KPIs like decelerating overall revenue
growth.

If certain data is unavailable (e.g., churn, NDR, detailed user
metrics), explicitly state:
“AMZN does not disclose MAUs/DAUSs or ARPU; we therefore base



our overvaluation assessment on disclosed metrics like revenue
growth and margins, and sector benchmarks instead of speculative
estimates.”

2. Operational or Structural Weaknesses
e Moat & business model fragility:

o While the bull case emphasizes network effects (e.g., Prime
ecosystem with 300M+ members) and scale in e-commerce,
available evidence suggests these advantages are limited
because of low switching costs in retail (e.g., competition from
Walmart and Alibaba) and generic tech in non-AWS segments.

o AMZN is structurally dependent on a small number of
geographies (e.g., ~73% North America sales) and suppliers
(e.g., heavy reliance on China for e-commerce inventory),
creating concentration risk amid geopolitical tensions.

e KPI and financial deterioration:

o Key operating metrics show weakening trends: revenue growth
decelerating from double-digits to 7.43% YoY in Q3 2025, with
international segments at 12-16% but overall engagement
potentially stagnating (undisclosed MAUs/DAUS).

o Profitability and cash generation are under pressure: operating
margin compression to 9.67% amid rising capex (> $100B
projected for FY 2025), leading to reduced free cash flow
despite reported profitability.

e Subsector-specific issues:

o For a Platforms / Internet Ecosystems business, these patterns—
waning engagement (inferred from slowing growth) and ARPU
growth slowing in core markets—are consistent with mature or
challenged assets rather than a structurally advantaged growth
franchise.

e Accounting / capital allocation concerns (if applicable):

o AMZN relies heavily on adjusted metrics that exclude stock-
based compensation (stepping up in Q2 historically) and
recurring capex for Al/infrastructure, inflating the perception of
profitability vs GAAP results and peers.

o Capital is being allocated to high-priced investments like Kuiper
satellites and health care despite weak FCF (impacted by
$100B+ capex), exacerbating downside if the growth narrative
disappoints.

3. Catalysts for Downside
e Company-specific triggers (6-24 months):
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©)

We see a high likelihood that AMZN will miss guidance or cut
outlook in upcoming earnings (e.g., Q4 2025 or Q1 2026), as
early signs include slowing retail demand and legal battles like
the Saks Global bankruptcy objection (filed January 2026).

Upcoming events such as next 2-3 earnings releases or Kuiper
satellite launches could force management to acknowledge
demand slowdown or margin pressure from capex overruns.

e Industry & macro catalysts:

©)

The Platforms / Internet Ecosystems subsector is entering a
phase of heightened competition and regulatory scrutiny, with
evidence such as antitrust probes (e.g., ongoing FTC actions)
and slowing AI hype; this increases the risk that AMZN’s growth
and margins undershoot current expectations.

Macro and policy risks—including higher interest rates and
privacy regulations—are particularly adverse for AMZN, given
its dependence on cheap capital for capex and targeted ads.

e Valuation-sensitive sentiment shifts:

o

Conclusion

Given AMZN'’s elevated multiple vs peers, even modest
disappointments in growth, margins, or FCF or renewed focus
on regulatory risk could drive multiple compression toward peer
or historical levels, leading to a disproportionately large share
price decline.

Conclude with a brief summary of why these factors make
AMZN an attractive short candidate in the near- to medium-

term.

If certain data is unavailable or unverified, clearly state so
rather than providing assumptions.

e AMZN is valued as a high-growth, moat-rich leader in Platforms /
Internet Ecosystems, yet its underlying metrics and competitive
position resemble a mature, cyclical business.

e The combination of premium valuation (27.7x P/E despite 7% growth),
deteriorating KPIs and/or fragile business model (e.g., geographic
concentration), and credible downside catalysts over the next 6-24
months (e.g., earnings misses, regulatory pressures) creates an
unfavorable risk-reward skew for equity holders.

e While AMZN may benefit from long-term sector tailwinds such as Al
and cloud, current expectations appear to overstate its ability to
capture these opportunities, leaving the stock vulnerable to a reset in

36



growth assumptions and valuation multiples; undisclosed metrics like
MAUs/DAUs limit full assessment, so our thesis focuses on disclosed
revenue and margin trends.
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10. Superinvestor Metrics

FY 2005 2006 2007 200 2009 2010 2011 2012 2013 2014 201 2016 2017 2019 2020 2021 2022 2023 2024
Magic Formula Metrics (Joel Greenblatt)

EBIT 432.0M 389.0M 655.0M | 842.0M 1.13B 1.41B 862.0M | 676.0M | 745.0M 178.0M 2.23B 4.35B 4.11B 12.42B 14.54B 22.90B 24.88B 12.25B 36.85B 68.59B 76.20B
Enterprise Value 19.92B 16.64B 37.07B 19.48B 55.09B 77.32B 74.52B | 104.43B | 178.77B | 141.34B | 313.88B | 351.28B | 578.72B | 732.87B | 939.93B |1670.77B(1767.38B| 942.11B |1627.81B|2349.79B|2614.55B
Earnings Yield 2.2% 2.3% 1.8% 4.3% 2.0% 1.8% 1.2% 0.6% 0.4% 0.1% 0.7% 1.2% 0.7% 1.7% 1.5% 1.4% 1.4% 1.3% 2.3% 2.9% 2.9%

NwC 1.03B 841.0M 1.45B 1.41B 2.43B 3.38B 2.59B 2.29B 1.65B 3.24B 1.82B 1.97B 2.31B 6.71B 8.52B 6.35B 19.31B -8.60B 7.43B 11.44B 1.67B

PP&E 348.0M | 457.0M 543.0M | 854.0M 1.298 2.41B 4.42B 7.06B 10.95B 16.97B 21.84B 29.11B 48.87B 61.80B 97.85B | 150.67B | 216.36B | 252.84B | 276.69B | 328.81B | 407.89B

ROIC 31.3% 30.0% 32.9% 37.2% 30.3% 24.3% 12.3% 7.2% 5.9% 0.9% 9.4% 14.0% 8.0% 18.1% 13.7% 14.6% 10.6% 5.0% 13.0% 20.2% 18.6%
Owner Earnings (Warren Buffett)

Net Income 333.0M 190.0M | 476.0M | 645.0M | 902.0M 1.15B 631.0M -39.0M 274.0M ( -241.0M | 596.0M 2.37B 3.03B 10.07B 11.59B 21.33B 33.36B -2.72B 30.43B 59.25B 76.48B

D&A 121.0M | 205.0M 246.0M | 287.0M 378.0M | 568.0M 1.08B 2.16B 3.25B 4.75B 6.28B 8.12B 11.48B 15.34B 21.79B 25.25B 34.30B 41.92B 48.66B 52.80B 61.92B

Maint. CapEx 139.7M 121.2M 73.1M 140.0M 91.8M 294.8M | 536.4M 2.28B 1.48B 2.12B 1.71B 1.60B 449.4M 13.43B 245.9M 40.14B 22.48B 41.92B 23.46B 50.44B 92.62B
AinWC 309.0M | 464.0M 1.04B 1.06B 2.20B 2.49B 2.48B 3.04B 3.06B 4.67B 2.56B 3.85B -242.0M -1.04B -2.44B 13.48B | -19.61B | -20.89B | -11.54B | -15.54B | -22.14B
Owner Earnings | 0.62B 0.74B 1.69B 1.85B 3.39B 3.91B 3.66B 2.88B 5.11B 7.05B 7.72B 12.73B | 13.82B | 10.94B | 30.69B | 19.92B | 25.57B | -23.61B | 44.09B | 46.06B | 23.64B
WA Shs (Dil) 8.52B 8.48B 8.48B 8.64B 8.84B 9.12B 9.22B 9.06B 9.30B 9.24B 9.54B 9.68B 9.86B 10.00B 10.08B 10.20B 10.30B 10.198B 10.498B 10.72B 10.85B
OE/Share $0.07 $0.09 $0.20 $0.21 $0.38 $0.43 $0.40 $0.32 $0.55 $0.76 $0.81 $1.32 $1.40 $1.09 $3.04 $1.95 $2.48 $-2.32 $4.20 $4.30 $2.18
Stock Price $2.36 $1.97 $4.63 $2.56 $6.73 $9.00 $8.65 $12.54 $19.94 $15.52 $33.79 $37.49 $58.47 $75.10 $92.39 | $162.85 | $166.72 | $84.00 | $151.94 | $219.39 | $238.18
P/ OE 32.3x 22.6x 23.2x 12.0x 17.6x 21.0x 21.8x 39.4x 36.3x 20.3x 41.7x 28.5x 41.7x 68.6x 30.3x 83.4x 67.2x -36.3x 36.2x 51.1x 109.3x
Piotroski F-Score (Joseph Piotroski)

NI >0 1 1 1 1 1 1 1 0 1 0 1 1 1 1 1 1 1 0 1 1 1
CFO>0 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
ROA >0 1 1 1 1 1 1 1 0 1 0 1 1 1 1 1 1 1 0 1 1 1
CFO > NI 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

(LT Debt / Assets) 0 1 1 1 1 0 0 0 1 0 1 1 0 1 1 1 0 0 1 1 1
A Current Ratio 1 0 0 1 0 1 0 0 0 0 1 0 0 0 1 0 0 1 0 1 1 0
A Shares | or & 0 1 1 0 0 0 0 1 0 1 0 0 0 0 0 0 0 1 0 0 0
A Gross Margin T 0 0 0 0 1 0 1 1 1 1 1 1 1 1 1 0 1 1 1 1 1
|A Asset Turnover T 0 1 0 1 0 1 1 0 0 0 1 0 0 1 0 0 0 0 0 0 0
F-Score 4 7 7 6 7 5 6 4 6 o 7 6 5 8 6 5 6 4 7 7 6
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Financial Analysis Report
Amazon.com, Inc. (AMZN)
Analysis Date: January 15, 2026

SEC Filings

¢ 10-K Reports (2016-2025): 10 filings accessed from SEC EDGAR database
¢ 10-Q Reports (2022-2025): 12 filings accessed from SEC EDGAR database
¢ 8-K Reports (2020-2025): 23 filings accessed from SEC EDGAR database

Earnings Call Transcripts

e Quarterly earnings call transcripts (2022-2025): 14 transcripts from Financial Modeling
Prep

Financial Data Sources

¢ Financial metrics and historical data from Financial Modeling Prep
o Institutional Holders
o Technical Indicators
o Company Profile
o Analyst Estimates
o Company News

o Financial Statements

Market Data

¢ Real-time market pricing and capitalization from Yahoo Finance

Internal Analysis Files

e Internal financial analysis spreadsheets (3 files):
o Balance Sheet
o Income Statement

o Cash Flow Statement

Analysis Tools

e Specialized analysis tools (1 tools):

o Sector Report Generator
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All data sources were accessed and compiled for this financial analysis report. SEC filings provide
regulatory disclosures and financial statements. Earnings transcripts offer management commentary

and forward guidance. Financial APIs deliver quantitative metrics and market data. Access dates ensure
data currency and analytical integrity.
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Appendix



BALANCE SHEET ($ in millions)

Period FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 Q3 2025
Date 12/31/2020 12/31/2021 12/31/2022 12/31/2023 12/31/2024 TT™M
Cash and Cash Equivalents 42,122 36,220 53,888 73,387 78,779 66,922
Short-Term Investments 42,274 59,829 16,138 13,393 22,423 27,275
Cash and Short-Term Investments 84,396 96,049 70,026 86,780 101,202 94,197
Net Receivables 24,542 32,891 42,360 52,253 55,451 61,175
Inventory 23,795 32,640 34,405 33,318 34,214 41,494
Other Current Assets 0 0 0 0 0 0
Total Current Assets 132,733 161,580 146,791 172,351 190,867 196,866
Property, Plant, and Equipment (Net) 150,667 216,363 252,838 276,690 328,806 407,891
Goodwill 15,017 15,371 20,288 22,789 23,074 23,260
Intangible Assets 4,981 5,107 6,097 7,687 8,602 0
Goodwill and Intangible Assets 19,998 20,478 26,385 30,476 31,676 23,260
Long-Term Investments 0 0 0 0 0 0
Tax Assets 0 0 0 0 0 0
Other Non-Current Assets 17,797 22,128 36,661 48,337 73,545 99,904
Total Non-Current Assets 188,462 258,969 315,884 355,503 434,027 531,055
Other Assets 0 0 0 0 0 0
Total Assets 321,195 420,549 462,675 527,854 624,894 727,921
Accounts Payable 72,539 78,664 79,600 84,981 94,363 106,032
Short-Term Debt 0 0 0 0 0 0
Tax Payables 0 0 0 0 0 0
Deferred Revenue 9,708 11,827 13,227 15,227 18,103 21,113
Other Current Liabilities 44,138 51,775 62,566 64,709 66,965 68,051
Total Current Liabilities 126,385 142,266 155,393 164,917 179,431 195,196
Long-Term Debt 84,389 116,395 140,118 135,611 130,900 135,419
Deferred Revenue (Non-Current) 0 0 0 0 0 0
Deferred Tax Liabilities (Non-Current) 0 0 0 0 0 0
Other Non-Current Liabilities 17,017 23,643 21,121 25,451 28,593 27,675
Total Non-Current Liabilities 101,406 140,038 161,239 161,062 159,493 163,094
Other Liabilities 0 0 0 0 0 0
Capital Lease Obligations 52,573 67,651 72,968 77,297 78,277 84,677
Total Liabilities 227,791 282,304 316,632 325,979 338,924 358,290
Preferred Stock 0 0 0 0 0 0
Common Stock 5 106 108 109 111 112
Retained Earnings 52,551 85,915 83,193 113,618 172,866 229,344
Accumulated Other Comprehensive Income (... (180) (1,376) (4,487) (3,040) (34) 12,333
Other Total Stockholders’ Equity 41,028 53,600 67,229 91,188 113,027 127,842
Total Stockholders’ Equity 93,404 138,245 146,043 201,875 285,970 369,631
Total Equity 93,404 138,245 146,043 201,875 285,970 369,631
Total Liabilities and Stockholders’ Equi... 321,195 420,549 462,675 527,854 624,894 727,921
Minority Interest 0 0 0 0 0 0
Total Liabilities and Total Equity 321,195 420,549 462,675 527,854 624,894 727,921
Total Investments 42,274 59,829 16,138 13,393 22,423 27,275
Total Debt 84,389 116,395 140,118 135,611 130,900 135,419
Net Debt (7) 20,346 70,092 48,831 29,698 41,222
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INCOME STATEMENT ($ in millions)

Period FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 Q3 2025
Date 12/31/2020 12/31/2021 12/31/2022 12/31/2023 12/31/2024 ™
Revenue 386,064 469,822 513,983 574,785 637,959 691,330
Cost of Revenue 233,307 272,344 288,831 304,739 326,288 345,348
Gross Profit 152,757 197,478 225,152 270,046 311,671 345,982
Gross Profit Ratio 39.57% 42.03% 43.81% 46.98% 48.85% 50.05%
Research & Development 42,740 56,052 73,213 85,622 88,544 102,693
Selling, General & Administrative 28,676 41,374 54,129 56,186 55,266 57,320
Other Expenses 58,442 75,173 85,562 91,386 99,268 109,768
Operating Expenses 129,858 172,599 212,904 233,194 243,078 269,781
Cost and Expenses 363,165 444,943 501,735 537,933 569,366 615,129
Interest Income 555 448 989 2,949 4,677 4,499
Interest Expense 1,647 1,809 2,367 3,182 2,406 2,165
Depreciation & Amortization 25,180 34,433 41,921 48,663 52,795 61,916
EBITDA 51,005 74,393 38,352 89,402 123,815 157,136
EBITDA Ratio 13.21% 15.83% 7.46% 15.55% 19.41% 22.73%
Operating Income 22,899 24,879 12,248 36,852 68,593 76,201
Operating Income Ratio 5.93% 5.30% 2.38% 6.41% 10.75% 11.02%
Total Other Income/Expenses (Net) 1,295 13,272 (18,184) 705 (80) 16,834
Income Before Tax 24,194 38,151 (5,936) 37,557 68,513 93,035
Income Before Tax Ratio 6.27% 8.12% -1.15% 6.53% 10.74% 13.46%
Income Tax Expense 2,863 4,791 (3,217) 7,120 9,265 16,466
Net Income 21,331 33,364 (2,722) 30,425 59,248 76,482
Net Income Ratio 5.53% 7.10% -0.53% 5.29% 9.29% 11.06%
EPS 213 3.30 -0.27 2.95 5.66 717
EPS (Diluted) 2.09 3.24 -0.27 2.90 5.53 7.05
Weighted Avg Shares 10,000 10,120 10,189 10,304 10,473 10,674
Weighted Avg Shares (Diluted) 10,200 10,300 10,189 10,492 10,721 10,845
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CASH FLOW STATEMENT ($ in millions)

Period FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 Q3 2025
Date 12/31/2020 12/31/2021 12/31/2022 12/31/2023 12/31/2024 ™
Net Income 21,331 33,364 (2,722) 30,425 59,248 76,482
Depreciation & Amortization 25,251 34,296 41,921 48,663 52,795 61,916
Deferred Income Tax (554) (310) (8,148) (5,876) (4,648) 9,040
Stock-Based Compensation 9,208 12,757 19,621 24,023 22,011 20,065
Change in Working Capital 13,481 (19,611) (20,886) (11,541) (15,541) (22,139)
Accounts Receivable Change (8,169) (9,145) (8,622) (8,348) (3,249) (5,878)
Inventory Change (2,849) (9,487) (2,592) 1,449 (1,884) (5,169)
Accounts Payable Change 17,480 3,602 2,945 5,473 2,972 8,892
Other Working Capital 7,019 (4,581) (12,617) (10,115) (13,380) (19,984)
Other Non-Cash ltems (2,653) (14,169) 16,966 (748) 2,012 (14,673)
Net Cash from Operating 66,064 46,327 46,752 84,946 115,877 130,691
Investments in PP&E (40,140) (61,053) (63,645) (52,729) (82,999) (120,131)
Acquisitions (Net) (2,325) (1,985) (8,316) (5,839) (7,082) (4,973)
Purchases of Investments (72,479) (60,157) (2,565) (1,488) (26,005) (51,089)
Sales/Maturities of Investments 50,237 59,384 31,601 5,627 16,403 39,222
Other Investing Activities 5,096 5,657 5,324 4,596 5,341 4,228
Net Cash from Investing (59,611) (58,154) (37,601) (49,833) (94,342) (132,743)
Debt Repayment (1,104) 6,291 15,718 (15,879) (11,812) (6,103)
Common Stock Issued 0 0 0 0 0 0
Common Stock Repurchased 0 0 (6,000) 0 0 0
Dividends Paid 0 0 0 0 0 0
Other Financing Activities 0 0 0 0 0 165
Net Cash from Financing (1,104) 6,291 9,718 (15,879) (11,812) (5,938)
Effect of Forex on Cash 618 (364) (1,093) 403 (1,301) (223)
Net Change in Cash 5,967 (5,900) 17,776 19,637 8,422 (8,213)
Cash at End of Period 42,377 36,477 54,253 73,890 82,312 70,464
Cash at Beginning of Period 36,410 42,377 36,477 54,253 73,890 78,677
Operating Cash Flow 66,064 46,327 46,752 84,946 115,877 130,691
Capital Expenditure (40,140) (61,053) (63,645) (52,729) (82,999) (120,131)
Free Cash Flow 25,924 (14,726) (16,893) 32,217 32,878 10,560
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