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1. Introduction 

 

Financial analysis is an important part in financial management. It is very necessary for the 

manager to know the financial condition of a company. And the financial condition of a 

company can be found by different financial analysis methods. 

 

The aim of the bachelor thesis is to evaluate the financial position of Amazon by using the 

selected financial analysis methods and the pyramidal decomposition of return on equity 

during fiscal 2011 to 2015. 

 

Amazon is one of the biggest electronic business platforms in the world. Amazon has already 

become a large and complete company. Now, it owns many websites for its online business in 

14 countries and has set up a number of offices, order fulfillment center, warehousing, 

customer service center, software development center all over the world. Its products and 

services cover many areas, such as retail, consumer electronics, digital content, publishing 

business, and computing service. 

 

There are five chapters included in this thesis: introduction, general framework and concepts 

of financial analysis, general conditions of Amazon, analyzation of the company and 

conclusion. 

 

Chapter 2 describes the theory of corporate finance and concepts of financial analysis used in 

chapter 4. First, it introduces the general frameworks of financial analysis. On other words, it 

is an introduction of general frameworks of financial analysis. It tells the procedure to 

analyzing the financial condition of a company. Then, financial analysis methods are 

introduced. These financial analysis methods include vertical analysis, horizontal analysis, 

ratio analysis and pyramidal decomposition. And all of the methods are used while analyzing 

the financial condition of Amazon. There is a brief introduction of financial statements as well. 

There are many ratios that are used to analyze Amazon and all the ratios have been introduced 

in chapter 4. At the end chapter 2, the basic principle and formula used in pyramidal 

decomposition on return of equity is also introduced. 

 

Chapter 3 describes the basic situation of Amazon. The aim of this thesis is to analyze 
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Amazon, so it is very necessary to know the basic information of Amazon and the information 

helps to analysis better. As a result, basic information of Amazon is introduced in chapter 3. 

The basic information includes the developing of Amazon and so on. 

 

Chapter 4 is practical part, in which Amazon is analyzed and it is also the most important part 

of this thesis. In this part, financial condition of Amazon is analyzed by using different 

analysis methods including common-size analysis, financial ratio analysis and pyramidal 

analysis. Financial data during fiscal 2011 to 2015 are analyzed. And according to comparing 

the data in different yeas, the growth trend of Amazon can be found by these analyses. Some 

ratios of Amazon are compared with the ratio of Alibaba Group, which is another one of the 

biggest electronic business platforms in the world. 

 

Chapter 5 is conclusion the thesis. In this part, the condition of Amazon is summed up. The 

results of pyramidal analysis, which influence the return on equity, are also pointed out in this 

part. 
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2. General Framework and Concepts of Financial Analysis 

 

2.1 General frameworks of financial analysis 

 

In order to understand the financial condition of a company better, we have to use financial 

analysis. We can find that there are many framework used in financial analysis, so it is 

necessary to find appropriate method to analyze different aspect of the company’s financial 

condition. 

 

Analyzing financial condition of a company can reflect its state of operation and help 

understand its strength of company management and performance. Comparing these with 

other companies, we can make a basic judgment of the value of the company. 

 

Financial analysis is economic management activities based on accounting and reporting data 

and other related data as the basis and using a series of special analysis technology and 

method to analysis and evaluate financing activities, investment activities, business activities, 

distribution activities the profitability, operation ability, solvency and growth capacity 

situation of companies and other economic organizations.  

 

Financial analysis provides accurate and reliable information for the investors, creditors and 

owners to understand the past and current situation and helps to predict the future of the 

companies and economic organizations. 

 

Generally, financial analysis is influenced by company activities, for example, quantity and 

quality of production, marketing and selling activities and so on. 

 

Financial analysis has five steps: confirming the economic characteristics of the sector of the 

company, confirming the strategy used by the company to enhance it competitive advantage, 

understanding and simplifying the financial statement of the company correctly, evaluating 

the profitability and risk of the enterprise using financial ratios and related index, and making 

relevant evaluation for management decisions. 

 

At first, we should ensure the economic characteristics of the sector. The characteristics are an 
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important basis of analysis. There is a possibility for us to understand the economic 

significance of the financial statement only after we understand and ensure the economic 

characteristics of the sector. It is the first step of effective financial analysis. On the one hand, 

it provides us a direction to understand the economic significance of the data; on the other 

hand, it shortens the distance between financial ratios and related indicators. As a result, it 

makes the information more meaningful for management decision making. 

 

Secondly, we should make sure the strategy of the company. Financial analysis associated 

closely with company’s strategy. And the strategy can guide us to evaluate the management 

decision of a company. We should investigate the activities of the company to carry out its 

strategy and compare the strategy with the competitors’. It means we should understand how a 

company reacts to the factors that restrict the company’s development and maintains its 

strategy.  

 

Thirdly, we should understand and adjust the financial statement correctly. In this step, we 

should adjust some key items of the statement to make it more reliable and fair.  

 

Fourthly, we should evaluate the profitability and risk of the company. This step is hard for 

there is no standard of the ratios for it is associated with the market. And we cannot only 

analysis the financial data. During financial analysis, we should put the data on industry 

economy to take deeper analysis, associate financial data with company’s strategy to 

investigate the advantages and disadvantages and evaluate the profitability and risk of 

company scientifically. 

 

Fifthly, we should evaluate the management decisions. There are two types of management 

decisions: the investment decision and credit decision. Both of them are involved in 

evaluation problems.  

 

All the five steps can help analyzers find reasonable assumptions and guide financial analysis 

to service for making management decision. 
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2.2 General financial analysis methods and concepts 

 

It will show the technical analysis methods and concepts of the financial data in this section. 

Those techniques will help to analysis the present and future financial situation and the 

performances of the company. 

 

2.2.1 Financial analysis methods 

 

Vertical analysis 

 

Vertical analysis is a kind of analysis method. It can be used for the analysis of financial 

statement and helps work out a project’s position, importance and changes overall by 

comparing the data in a statement with the total. 

 

Vertical analysis is also called the common ratio analysis. It focuses on analyzing the initial 

structure of the projects within the statement. Only the current income statement and balance 

sheet are analyzed vertically. All projects are expressed by the percentage of operating 

income or total income. And all projects in balance sheet are expressed by the percentage of 

total assets, the sum of total debt and total equity. 

 

When we are using this method, we should firstly calculate the proportion of every item in 

total. Then we have to judge the position and importance of the projects in the statement 

according to the proportion. Finally, the current proportion should be compared with last 

period or the basic period and try to find out the trend of changing. When calculating the 

proportion, this formula will be used: 

 

 

                                 Proportion of an item = 
𝐚𝐦𝐨𝐮𝐧𝐭 𝐨𝐟 𝐢𝐧𝐝𝐢𝐯𝐢𝐝𝐮𝐚𝐥 𝐢𝐭𝐞𝐦

𝐚𝐦𝐨𝐮𝐧𝐭 𝐨𝐟 𝐭𝐨𝐭𝐚𝐥 𝐢𝐭𝐞𝐦𝐬
                  (2. 1) 

 

 

Horizontal analysis 

 

Horizontal analysis, called common-base-year analysis as well, focuses on comparing the data 
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in different period. It is usually used with vertical analysis. When we are using it, we should 

firstly choose a base year as a benchmark. Then compare the data of other years to the base 

year. Finally, we can find the change of the data over the years. There are two types of 

horizontal analysis: absolutely comparison and percentage comparison. 

 

                                      Absolutely comparison: It-It-1                                                                                        (2. 2) 

                                      Relative comparison: 
𝐈𝐭−𝐈𝐭−𝟏

𝐈𝐭−𝟏
                                                   (2. 3) 

 

Where It is the item of current period and It-1 is the item of basic period. 

 

It can also be used to compare the data of different companies to find out their financial 

condition over the certain period. It is important and useful for the shareholders and investors. 

 

There is a kind of horizontal analysis called trend analysis. Trend analysis refers to compare 

the same project in the different period to determine the development level and change trend. 

In fact, it is quite similar with comparative analysis. But it’s usually used to compare the data 

of recent two years to predict things may happen in the future. It can helps to find the reason 

that make the change in financial condition and insure the trend of the change in financial 

condition of the company is good to the company or not. 

 

Ratio analysis  

 

Ratio analysis is a very useful method to analysis the financial condition and performance of a 

company. Usually, it compares the data on the financial statement over the same period and 

gets some ratio. These ratios can tell the relationship between different objects and help find 

out and evaluate the financial condition and performances of the company. Practices proved it 

is a sample and rapid technical analysis method for the external information users to seize the 

financial condition of a company accurately.  

 

According to the financial aspect of the business that the ratio measured, financial ratios can 

be categorized to four types: Liquidity ratio, Profitability ratio, Turnover ratio, Financial 

stability ratio. Liquidity ratio is a kind of ratio used to measure how quickly the company can 

change its non-cash assets to cash to pay for its liability. Profitability ratio reflects the ability 
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of the company to generate a return. It also measures how the company controls its expenses. 

Turnover ratio measures how efficiently the company uses its assets. Financial stability ratio 

is used to measure if the financial condition of the company is stable or not. 

 

One advantage of ratio analysis is that it can eliminate scale effect. It can not only used to 

evaluate the financial condition of one company, but also compare companies in a same sector 

over the same period. 

 

Comparative analysis 

 

This method is usually used to explain financial information, quantitative relation and 

quantity variance. It compares the items or financial indexes in financial report with a chosen 

standard, finds out the differences and used to judge and evaluate the financial condition. 

There are some absolute figures, financial ratios and financial indexes that are useless without 

comparing with other figures, ratios and index.  

 

Comparative analysis can help find where the problem that worth to analysis is and tell the 

object need analyzed. This method can be used to compare the actual figures with the planned 

ones, the actual figures during different periods to find out the changes and trends of 

economic activities of companies. 

 

When we are using comparative analysis, we should choose the objects reasonably and pay 

attention to the comparability of the data. 

 

 

 Pyramidal decomposition 

 

It decomposed the comprehensive index into a number of factors and measure how much the 

change of a factor will affect the comprehensive index independently. It’s complicated to use 

this method for we have to split the factors first and should be careful when splitting them and 

the influences should be added again at the end.  

 

When we are using this method we should take care of the relevance of factorization and the 

order of the factors to replace. 
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2.2.2 Financial statements 

 

Financial statements are collection of a company’s financial result, financial condition and 

cash flow. the statements help to determine the ability of the firm to generate cash, and the 

source and purpose of the cash, make sure if the company owns enough money to pay for its 

debt and find out problems influence the profit of the company. 

 

Balance sheet. It is a report summarizing the assets, liabilities and interests of all entities at a 

particular point in time. It is usually used by lenders, investors and creditors to estimate the 

liquidity of an enterprise. The balance sheet is one of the documents contained in the main 

financial statements. In the financial statements, the balance sheet is the end of the reporting 

period, the income statement and the cash flow statement covering the entire reporting period. 

 

Income statement. It is a financial report that shows an entity's financial results over a specific 

period of time. The time period covered is usually for a month, quarter, or year, though it is 

possible that partial periods may also be used. This is the most commonly-used of the 

financial statements, and is the most likely statement to be distributed within a business for 

management review. 

 

Cash flow statement. It is a financial statement that shows how changes in balance sheet 

accounts and income affect cash and cash equivalents, and breaks the analysis down to 

operating, investing and financing activities. Essentially, the cash flow statement is concerned 

with the flow of cash in and out of the business. The statement includes both the current 

operating results and the accompanying changes in the balance sheet. 

 

2.2.3 Concepts of financial indexes 

 

 

Liquidity ratio 

 

Current ratio. It is the ratio of current assets to current liabilities. It measures the obligation of 

the company to satisfy its current liabilities with current assets. When the current ratio is 1, it 

means the book value of current assets and liabilities is equal. This index is used to reflect 

company’s debt-paying ability in the short-term. The higher is the ratio, the higher is level of 
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liquidity of the company’s assets. 

 

                                          Current ratio = 
 current assets

current liabilities
                                 (2. 4) 

 

Cash ratio. It is the ratio of cash and marketable securities to current liabilities. Cash includes 

cash on hand and deposits in bank. It reflects company’s debt-paying ability without 

merchandise inventory and receivables. Cash ratio is definitive to measure the solvency in the 

short-term. When cash ratio is higher, the current assets are not used fairly. And the 

profitability of cash assets is low, so company’s opportunity costs will be higher. On the other 

hand, the risk of short-term creditors is lower. 

 

                                            Cash ratio = 
cash+marketable securities

current liabilities
                     (2. 5) 

 

Quick ratio. It is the ratio of quick assets and current liabilities. Generally, Quick assets 

include those current assets that presumably can be quickly converted to cash at close to their 

book values such as cash, cash equivalent, marketable securities and account receivable. It 

reflects the ability of a company to use its quick assets to pay for its current liabilities 

immediately. If the ratio of a company is less than 1, it means the company doesn’t have the 

ability to pay back its current liabilities fully. 

 

Quick ratio = 
cash and equivalent+marketable securities+account receivable

current liability
 

 (2. 6)         

 

 

Financial stability ratio 

 

Debt to assets. It is the ratio of total liabilities and total assets. It reflects how much assets are 

raised by borrowing in the total assets and it can also be used to measure the degree of safety 

for a creditor to loan. The index is a comprehensive index to evaluate liabilities level of a 

company. Company with high debt ratio is said to be highly leveraged. The higher is the ratio, 

the greater risk is associated with the operation of the company. When the debt to assets ratio 
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is 100% or higher than 100%, it means the company owns no assets or the company is 

insolvency. 

 

                                                    Debt to assets = 
 total liabilities

total assets 
                           (2. 7) 

 

Long-term debt-to-assets ratio. It is the ratio of long-term debt and total assets. It indicates the 

percentage of the company’s assets financed with long-term debt. When it was used to 

calculate the company’s financial leverage, the debt usually includes only the long-term debts. 

The higher this ratio is, the lower liquidity and weaker solvency the company owns. It also 

means that the company is more dependent on debt when it grow its business. 

 

                                    Long-term debt-to-assets ratio = 
long−term debt

total assets
                   (2. 8) 

 

Debt-to-equity ratio. It is the ratio of total liabilities to total shareholder’s equity. It reflects 

the relationship of capital provided by creditors and capital provided by investors or 

shareholders. It can measure if the basic financial structure of financial company is stable and 

indicates how much the capital of creditors and investors is ensured by shareholders’ equity. 

When this ratio is high, it means the debt capital is high in total capital, so the guarantee 

degree of debt capital is weak. In other words, the debt paying ability of the company is weak. 

 

                                      Debt to equity ratio = 
total debts

total shareholders′equity
                 (2. 9) 

 

 

Cash-flow-to-debt ratio. It is the ratio of operating cash flow (OCF) and total debt. It reflects 

the ability of company to pay for its current liabilities from the perspective of cash flow. The 

higher is the ratio, the better ability the company owns to meet its total current debt. 

 

                                                          Cash-flow-to-debt ratio = 
OCF

total debt
                  (2. 10) 

 

Capitalization ratio. It is a ratio of long-term debt to long-term debt and equity. It reflects the 
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ability of a company to pay for its long-term debt and tells investors the extent to which a 

company is operating on its equity. The companies with high capitalization ratio are 

considered to be risky because they are at a risk of insolvency if they fail to repay their debt 

on time. Usually, company with high capitalization ratio is hard to find loans in the future.  

 

                Capitalization ratio = 
long−term Debt

Long−term debt + total shareholders′ equity
      (2. 11) 

 

Interest coverage ratio. It is the ratio of earnings before interest and tax to interest expenses. It 

reflects the ability of the company to pay for its debt. In detail, it tells the relationship of 

earnings before interest and tax and the interest the company should pay. It helps to find if the 

company earns enough money to pay for interests. 

 

                        Interest coverage ratio = 
Earning before interest and tax

interest expenses
               (2. 12) 

 

Financial leverage. It is the ratio of total assets and equity. It reflects how efficiently the 

company use the money it borrowed. The companies with high financial leverage are thought 

to be with high possibility to go bankrupt. So it is hard for these companies with high 

financial leverage to get loan from banks. But it can also bring an increase in return of 

shareholders. 

 

                                          Financial leverage = 
total assets

equity
                                  (2. 13) 

 

Net working capital. It is the difference of current assets and current liability. It reflects the 

liquidity of company’s assets. It is a part of operating capital. A company can be endowed 

with assets and profitability but short of liquidity if its assets cannot readily be converted into 

cash. Positive working capital is required to ensure that a firm is able to continue its 

operations and that it has sufficient funds to satisfy both maturing short-term debt and 

upcoming operational expenses. If current assets are less than current liabilities, an entity has 

a working capital deficiency. 

 

                      Net working capital = current assets − current liability                 (2. 14) 
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Turnover ratio 

 

Receivable premium ratio. It is the ratio of premium receivable and premium income. It 

reflects the amount of premium that is not received yet. If this ratio is high, it will inflect the 

cash flow and the financial stability of company. So this ratio should be controlled within the 

standard.  

 

               Receivable premium ratio=
premium receivable in the period

premium income in the period
  100%        (2. 15) 

 

Receivable turnover ratio.  This ratio is called debtor’s turnover ratio as well. It is the ratio of 

average net receivables and net receivable sales. It reflects the average number of company 

accounts receivable turning to cash. It is an accounting measure used to measure how 

effective a company is in extending credit as well as collecting debts. The receivables 

turnover ratio is an activity ratio, measuring how efficiently a firm uses its assets. The days of 

receivable turnover is influenced by the company’s credit policy. The close is the days to 

credit period, the better it if for the company. 

 

                          Receivable turnover ratio = 
total ravenue

average net receviables
                    (2. 16) 

 

Account receivable turnover. It is the average days of account receivable to turnover once. 

 

               Number of days of receivables = 
 average net receviable

total revenue
  365                    (2. 17) 

 

Working capital turnover. It is the ratio of total revenue and average working capital. It shows 

the number of times the working capital is converted into revenue in an accounting period, or 

how efficient the management is in using its working capital to generate sales revenue. If the 

ratio is high, it means that management is very efficient in using the company's short-term 

assets and liabilities to support sales. In contrast, a low percentage indicates that companies 

are investing too much in receivables and inventory assets to support their sales, which could 

eventually lead to excessive bad debt and outdated inventory. 
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                        Working capital turnover = 
total revenue

averege working capital
                     (2. 18) 

 

  Average working capital = 
beginning workingcapital−endding working capital 

2
     

(2. 19) 

 

Assets turnover. It is the ratio of total revenue and average total assets. It reflects the 

efficiency of a company’s use of its assets in generating sales revenue or sales income to the 

company. Companies with low profit margins tend to have high asset turnover, while those 

with high profit margins have low asset turnover. Companies in the retail industry tend to 

have a very high turnover ratio due mainly to cutthroat and competitive pricing. 

 

                                              Assets turnover = 
total revenue

average total assets
                      (2. 20) 

 

Inventory turnover. It is the ratio of total revenue and average inventory. It reflects how many 

times a company's inventory is sold and replaced in a certain period of time such as a year. 

When this ratio of a company is low, it means the company is selling its goods inefficiently. 

And it also means the company purchases too much inventory for demand and this may lead 

to that the company sells its goods in discount. 

 

                                             Inventory turnover =  
total revenue

average inventory
                   (2. 21) 

 

Profitability ratio 

 

Gross profit margin. It is the ratio of different between revenue and cost of goods sold and 

revenue. It reflects the as a percentage of difference between selling price and cost on a per-

unit basis. It is used to determine the value of incremental sales, and to guide pricing and 

promotion decision. 

 

         Gross profit margin = 
revenue−cost of goods sold

net sale
 = 

gross profit

revenue
              (2. 22) 
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Net profit margin. It is the ratio of net profit and revenue. This ratio can reflect the profit level 

of a company in a certain period. And it can also be used to compare the management level 

during different period to improve the economic benefits of the company. 

 

                                      Net profit margin = 
net income

net sale
  100%                                     (2. 23) 

 

Operating profit margin. It is the ratio of operating income and revenue. In business, it is also 

known as operating income margin and operating profit margin. It uses to measure how much 

operating income can be brought by each dollar of premium and it can reflect the 

underwriting results of a company. 

 

                                Operating profit margin = 
operating income

revenue
  100%                     (2. 24) 

 

Pretax profit margin. It is the ratio of earning before tax and revenue. It reflects the 

profitability of the company. And the higher is this ratio, the profit of this company is higher. 

And the trend of this ratio is as important as the ratio for it tells the direction of the company 

to make profit. 

 

                                        Pretax profit margin = 
earning before tax

revenue
                       (2. 25) 

 

Return on assets (ROA). It is the ratio of net income and average total assets. It reflects the 

percentage of how profitable a company’s assets are in generating revenue. Return on assets 

gives an indication of the capital intensity of the company, which will depend on the industry; 

companies that require large initial investments will generally have lower return on assets. In 

insurance company, It indicates the ability of company to make profit by using its total assets 

and the assets utilization effect of the company.  

 

                               Return on assets = 
net income 

average total assetts
  100%                            (2. 26) 
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Return on net assets (RONA). It is the ratio of net income and net assets. Net assets include 

fixed assets and net working capital. It reflects the relationship between net income and net 

assets. This ratio is a measure of financial performance of a company which takes the use of 

assets into account. Higher RONA means that the company is using its assets and net working 

capital efficiently and effectively. RONA is used by investors to determine how well 

management is utilizing assets.  

 

                       RONA = 
net income

fixed capital+net working capital
  100%                            (2. 27) 

 

Return on capital (ROC).  It is also called return on invested capital (ROIC).It is the ratio of 

earnings before interest and taxes (EBIT), taxes and invested capital. It is a ratio used in 

finance, valuation and accounting, as a measure of the profitability and value-creating 

potential of companies after taking into account the amount of initial capital invested. 

 

                                          ROC = 
EBT  ( 1 − tax rate )

invested capital
                                      (2. 28) 

 

                                         ROIC = 
net income−dividends

total capital
                                  (2. 29) 

 

Return on equity (ROE). It is the ratio of earning after tax and equity. It reflects the amount of 

return earned on the shareholders' equity invested. It is usually used by investors to evaluate 

current and prospective business investments. This ratio can be improved when a company 

purchases its own stock back from an investor, or uses more debt and less equity to fund its 

operations. 

 

                                       Return on equity = 
earning after tax 

equity
                            (2. 30) 

 

Return on deposits. It is the ratio of deposits interest income and average total deposit. It 

reflects the condition of deposits interest of a company. The deposits include current deposit 

and fixed term deposit. This ratio should not be too high for it means there is not enough 

working capital for the company to make it running normally. But if it is too low, it means the 
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structure of deposits is not reasonable or the interest rate of bank deposit is too low. 

 

                                 Return on deposits = 
deposits interest income

average total deposit
                     (2. 31) 

 

Ratio of capital market 

 

Earnings per share (EPS). It is the ratio of different between net income after tax and 

preferred dividends and average common shares. It reflects the profitability of initial share. It 

will influence the market price of stock directly. It is also an important ratio to evaluate the 

operating performance of the company and compare the operation condition of different 

companies. Many investors pay attention on this ratio of a company before they decide if they 

will make invest in this company. 

 

                                             EPS = 
net income−preferred dividends

average common shares
  100%           (2. 32) 

 

Payout ratio. It is the ratio of dividends and earning. It reflects the percentage of the fraction 

of net income a company pays to its shareholders in dividends. 

 

                                                       Payout ratio = 
dividends

net income
                                (2. 33)  

 

Dividend yield. It is the ratio of dividend per share and price per share. It reflects how much a 

company pays out in dividends each year relative to its share price.  

 

                                        Dividend yield = 
dividend per share

price per share
                             (2. 34) 

 

P/E ratio. It is the ratio of price per share and earning per share. It is used to measure its 

current share price relative to its per-share earnings. 

 

                                             P/E ratio = 
price per share

earning per share
                                  (2. 35) 
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2.2.4 Pyramidal decomposition of return on equity 

 

Pyramidal decomposition is used to analysis the factors that influences rate of return. This 

analysis method helps to find which factor influence the ROE most. 

 

            ROE = 
net income

equity
 = 

net income

total revenue
  

total revenue

total assets
  

total assets

 equity
          (2. 36) 

 

The formula of ROE can also be expressed as: 

 

                          ROE = net profit margin  assets turnover  financial leverage                 (2. 37) 

 

According to this formula, it can be find that the main factors that influence ROE is net profit 

margin, assets turnover and financial leverage. 

 

Method for quantification of influence 

In order to analysis the influence of every factor to ROE ratio, we choose method of gradual 

changes. 

 

                                       ΔXa1 = Δa1  a2,0  a3,0 

                                       ΔXa2 = a1,1  Δa2  a3,0                              (2. 38) 

                                       ΔXa3 = a1,1  a2,1  Δa3 

 

Where X is basic ratio and ΔX is absolute change in the basic ratio. a is component ratio. Δa 

is absolute change in the component ratio. ΔXa1 is absolute change in the basic ratio caused 

by the change in the first (a1) component ratio. 

 

This method can be used regardless of positive or negative of the values in component ratio or 

basic ratio. However, there is also disadvantage that the order of component ratio may change 

the eventual result of the analysis. This means when we change the order of component ratio 

we used in calculation, the ratio that we find is the main factor influencing the ROE ratio may 

change. So we should calculate the influence of every ratio in different ratio to make sure the 

final result. 
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3. General condition of Selected Company 

 

Amazon.com, also called as Amazon, is an American electronic commerce and cloud 

computing company. Amazon was started as an online bookstore when this company was 

founded in 1994 by Jeff Bezos and based in Seattle, Washington. As time goes on, this 

company is keeping developing. And now, this company is not only an online bookstore 

anymore and it owns the largest total revenue and market capitalization among all the 

internet-based retailers in the world. 

 

At first, Amazon was founded on July 5, 1994 by Jeff Bezos with the name Cadabra. A year 

later, the company was renamed by one of the biggest river in the world, Amazon, for people 

may mistake Cadabra for Cadaver. And there is another reason that people can find this 

company in first few ones in a list in alphabetical order. Amazon was started as online 

bookstore and during this time, Amazon was competing with local bookseller and Barner & 

Noble mostly and decided to be the biggest bookstore on earth. In order to achieve this aim, 

Amazon adopted a large-scale expansionary policy and use huge loss to exchange for business 

scale. In first 2 months, the goods of Amazon had been sold to all 50 states of the United 

States and another 45 countries with a weekly sale of $ 20,000.  

 

In 1996, Amazon was reorganized and on May 15, 1997, it preceded an initial public offering 

in the Nasdaq Stock Market at a price of $ 18 per share with AMZN as its stock code. This 

helps it raising $ 54 million for its developing.  

 

From 1998 to 2004, Amazon paid attention on expanding its business. Amazon tried to 

expands its services beyond books and expand its market worldwide. In 1998, Amazon 

acquires the Internet Movie Database, a comprehensive repository for movie information on 

the Internet. Then Amazon tried to entrance Chinese online retail market. But Jack Ma had 

founded Alibaba and Alibaba provided an obstacle to Amazon’s attempts to expand in China. 

In 2002, Amazon launched Free Super Saving Shipping that allows customers to get free 

shipping for order above $ 99. This means if a person is purchasing in Amazon’s online store 

and the total price of the goods that the person chose is more than $ 99, the person will need 

to pay for the goods only its price and without shipping fees. Later in 2003, Amazon launches 

A9.com, a subsidiary of Amazon.com based in Palo Alto, California that develops search and 
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advertising technology. This means Amazon expanded its services to search and advertising 

technology. And in 2004, Amazon acquires Joyo, an online bookstore in China, for $75 

million, which then becomes the 7th regional website of Amazon.com. joyo later becomes 

Amazon China. 

 

During 2005 to 2010, Amazon had moved into the cloud computing area with Amazon AWS 

and get into crowdsourcing area with Amazon Mechanical Turk.  

 

In 2005, Amazon preceded Amazon Prime, this provides every membership a free tow-day 

shipping when the membership in purchased within the contiguous the United States and the 

customer should pay for the membership an annual fee of $ 79. Later, Amazon provided 

Amazon Mechanical Turk to customers. Amazon Mechanical Turk is an application 

programming interface (API) that allows any internet user to perform ‘human-intelligence’ 

tasks such as transcribing podcasts and the fees for use it is very low.  

 

In 2006, Amazon preceded Amazon Elastic Compute Cloud (Amazon EC2), a virtual site 

farm allowing users to use the Amazon infrastructure to run applications ranging from 

running simulations to web hosting. And then, Amazon launches Fulfillment by Amazon, 

giving small businesses to use its own order fulfillment and customer service infrastructure - 

and customers of Amazon.com shipping offers when buying from 3rd-party sellers.  

 

In 2007, Amazon preceded Amazon Simple Storage Service (Amazon S3), which allows 

others to store computer files on Amazon's servers. Then, CreateSpace announces launch of 

Books on Demand service, which makes it easy for authors who want to self-publish their 

books to distribute them on Amazon. And Amazon launched Amazon Fresh that worked as 

grocery and provided perishable and nonperishable foods to its customers and Amazon Music 

that worked as an online music store. These meant that Amazon had expanded into food area 

and music area. And in book area, Amazon is still developing and provided a special machine 

that used to read books called Kindle. 

 

In later two years, Amazon is facing big challenge. In 2009, Barnes & Noble announced the 

Nook, an eReader, as a competitor with Kindle. In 2010, Apple introduces its own virtual 

bookstore, called iBooks, and then partners with five major book publishers and it convinces 

them to raise the price of ebooks later. In the same year, Microsoft launches Microsoft Azure, 
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a cloud computing platform that competed with Amazon AWS over cloud services.  

 

During 2011 to 2015, Amazon starts offering streaming services like Amazon Music and 

Amazon Video. Amazon kept expanded its service area and provided new products to 

customers. 

In 2011, Amazon acquires Lovefilm, which is a DVD rental service known as the Netflix of 

Europe. Then Amazon rebrands its Amazon Video service as Amazon Instant Video and adds 

access to 5,000 movies and TV shows for Amazon Prime members. In the same year, 

Amazon also provided other products. It provided the Amazon Appstore for Android devices 

and the service was made available in over 200 countries and announces the Kindle Fire, a 

tablet computer that takes aim at Apple's iPad with a smaller device that sells at $199. 

 

In 2012, Amazon announces the Kindle Fire HD series of touchscreen tablet computers.  

 

In 2014, Amazon launches the Amazon Fire and unveiled Amazon Echo, a wireless speaker 

and voice command device that can take commands and queries, and be used to add items to 

the Amazon.com shopping cart, among other things. The Alexa Voice Service that is built 

into Amazon Echo can also be used in other Amazon devices. 

 

In 2015, Alibaba announces that it will invest $1 billion into its Aliyun cloud computing arm, 

some of which would be used to build new Aliyun international data centers. This would 

allow Aliyun to compete with Amazon Web Services outside of China. And Amazon 

launches Amazon Underground, an Android app that can be used by customers to get gaming 

and other apps for free, or they would have to pay for it, and also get in-app purchases for free. 

Then Amazon opened its first physical retail store, a bookstore in the University Village 

shopping center in Seattle. The store, known as Amazon Books, has prices matched to those 

found on the Amazon website and integrates online reviews into the store's shelves. 

 

Now, Amazon has already become a large and complete company. It owns many websites for 

its online business in 14 countries and has set up a number of offices, order fulfillment center, 

warehousing, customer service center, software development center all over the world. Its 

products and services cover many areas, such as retail, consumer electronics, digital content, 

publishing business, and computing service. 
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At its retail area, it covers books, audio and video products, software, consumer electronics, 

household appliances, kitchen utensils, food, toys, maternal and child supplies, cosmetics, 

daily chemicals, sports equipment, clothing shoes and hats, jewelry and other categories at 

present. In 1999, Amazon had posted online auctions at Amazon.com, but this function failed 

after meeting eBay's competition. In September, Amazon releases zShop where the goods are 

sold in a fixed price. In November of the next year, the Amazon auction and zShop were 

combined to the Amazon market, which provided a platform for people to sell second-hand 

goods. 

 

In 2007, Amazon launched Amazon Fresh, which allows customers to buy fresh food online 

and the food can be send to customers’ home on certain time that designed by customers.  

 

In 2012, Amazon released Vine.com that sells green goods including household items, 

costumes and department stores. Vine.com is owned by Quidsi which has been acquired by 

Amazon in 2010 and it is a company focuses on e-commerce in the segment, with 

Diapers.com for selling baby supplies, Wag.com for selling pet supplies, and YoYo.com for 

sale. In addition, the Amazon also owns other e-commerce companies such as Zappos.com, 

Shopbop.com, Woot. 

 

At consumer electronics area, Amazon launched the e-book reader Kindle, which can used to 

buy and download e-books online. The Kindle has low power consumption and provides 

people a more suitable way for people to read. In 2011, Amazon announced the entry of the 

Tablet PC market and provides Kindle Fire, a tablet using Android system. 

 

At digital content area, Amazon announced its second quarter of 2010, e-book sales for the 

first time was more over the hardcover book sales. At that time, each sold 100 hardcover 

entity book that has sold 143 e-books. And this ratio to the end of June to early July when the 

further disparity, up to 100 to 180. 

At publishing business, Amazon acquired the independent publishing house Createspace in 

2007. The department is under the management of the Amazon Company and is operated 

independently by Mr. Libby Johnson McKee. The Createspace helps self-publishing units 

print out their books on the Amazon platform. Amazon seems to be cultivating its relationship 

with agents and writers. On November, 2007, Kindle Direct Publishing was released and it 

helped expanding the Amazon content supply diversification channels. In 2014, Amazon 



25 
 

registered Amazon Publishing (apub.com), further optimized the quality of content delivery 

channels. 

 

Amazon's online music store Amazon MP3 was launched on September 25, 2007, selling 

downloadable MP3 format music. This item used agreement to restrict the use of musics 

purchased and downloaded. The music that Amazon selling online are from EMI, Universal 

Music, Warner Brothers record, Sony Music Entertainment World's four major record 

companies, but also contains some independent production of music. Since 2008, Amazon has 

gradually started to launch its MP3 music purchase service in the rest of the world. 

 

At computing service, Amazon introduced the Amazon Web Services System to provide 

remote Web services for developers' websites and clients in 2001. In March 2006, the 

Amazon Simple Storage service was launched, a service that supports storing data to the 

server via HTTP and BitTorrent protocols. 

 

In the difficult days of e-commerce, Amazon launched an innovative, bold promotional 

strategy to provide customers with free delivery service, and continue to reduce the threshold 

of free shipping service. So far, Amazon has three times to take such promotions. The first 

two free shipping service thresholds were $ 99 and $ 49 respectively. In August 2002, 

Amazon lowered the free shipping threshold by half and started free delivery for customers 

with a total price of more than $ 25 in order to promote the growth of sales. Free shipping has 

greatly stimulated people's enthusiasm for consumption, so that those who worry about e-

commerce, worried that online shopping expensive Internet users who quickly joined the 

ranks of Amazon consumers, so that the Amazon customer base expanded to 40 million 

people. Resulting in huge economic benefit: in the third quarter of 2002, books, the selling of 

music and film and television products  increase by 17% over the same period last year. 

Logistics on the promotion and impact of sales, "logistics is the tool of enterprise 

competition" in the Amazon's business practice has been the best interpretation. 

 

Over the years, the reality of expensive online shopping is the main reason for consumers to 

abandon e-commerce and insist on choosing physical store shopping, which is also an 

important reason for e-commerce companies to lose their customers and fail. In the e-

commerce business in the "high days rolling cold" urgent times, Amazon inventive, boldly as 

a means of promotion of logistics, small profits but quick turnover, low-cost competition to 
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the cost of logistics to capture the market, attract customers, expand market share. Obviously 

this strategy is correct because it captures the substance of the problem. According to a 

consumer survey conducted by a market research firm, online customers believe that the 

discount on delivery discounts during the holidays is far more attractive than any other 

promotions. At the same time this strategy has also been proved to be successful, since 2001, 

the Amazon price of online goods generally reduced by about 10%, so that its customer base 

reached 40 million people, including online consumption of about 30 million people The To 

this end, Amazon founder Bezuo Si to self - confidence to declare: "Maybe consumers will go 

to the physical store shopping, but definitely not because of the price reasons. 

 

The managing and selling of Amazon are also very special. Amazon has paid lots of attention 

on marketing. This has been fully reflected on Amazon’s online bookstore. The Amazon 

bookstore uses 24 cents in 1 dollar income to engage in marketing to attract customers while 

the traditional retail store uses only 4 cents on marketing. 

 

Amazon has three main marketing strategies: 

 

Product Strategy 

 

Amazon divided its goods into different categories according to the type of goods sold online 

and each category owns a special website page. And at the same time, it is also very easy for 

customers to find the content and message of other pages. It divided goods into different 

categories and use different marketing strategies and promotional tools to goods in different 

categories. 

 

Pricing Strategy 

 

Amazon uses a discount price strategy.  The discount strategy is that the enterprise makes a 

discount on good in its original price in order to stimulate customers to increase the purchase. 

It compensates for discounts and increase profits by expanding sales. Amazon for most of the 

goods is given a considerable amount of discount. For example, in the music category, the 

store promises: "You'll enjoy wide savings of up to 40% on CDs, including up to 30% off 

Amazon.com com's 100 best-selling CDs. 
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Promotion Strategy 

 

Common promotions, that is, business and customers and the public communication tools are 

four. They are advertising, staff marketing, public relations and business promotion. In the 

Amazon online store’s website, except personnel sales, the rest are reflected. 

Take Amazon bookstore as an example, The location of the ads on the home page is also very 

reasonable, the first is the best book of the day, followed by the recent bestseller introduction, 

as well as reading club recommendations, as well as the famous author's recent books and so 

on. Not only in the Amazon bookstore pages have a lot of multimedia ads, but also in other 

related network sites can often see its ads. 

Amazon online stores do everything possible to sell their own outlets, continue to seek 

partners. Because there are many partners and brokers, so that customers enter the 

convenience of their outlets and shopping opportunities are greatly increased. 

Amazon online store specifically sets up a gift page for adults and children are prepared a 

variety of gifts. This is actually a promotional activity for promotional activities in value 

activities. It attracts customers' long-term purchases of merchandise by providing coupons or 

exquisite little gifts to customers of all ages. In addition, the Amazon online store provides 

privilege to those people who purchase on its website in long-term, which is also a business 

promotion measure. 
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4. Application of Financial Analysis Methodology and Evaluation Findings 

 

 

4.1. Horizontal and Vertical analysis  

 

In this chapter, we are going to use horizontal and vertical analysis to analyze financial 

statement of Amazon from 2010 to 2015. All data in this chapter are calculated or directly 

comes from financial statement of Amazon. Inc. Data of horizontal analysis are calculated 

with formula 2.2 and formula  2.3. 

 

4.1.1 Analysis of balance sheet 

 

Horizontal analysis 

 

Horizontal analysis of balance sheet uses the balance sheet of company and analyzes its 

absolute change and relative change to find changes and trend of the assets and capital in a 

company during fiscal 2011 to 2015. 

 

Table 4.1: Annual change in balance sheet (2011-2015) unit: US dollars million 

 

 2011-2012 2012-2013 2013-2014 2014-2015 

 Absolut

e 

change 

Relative 

change 

Absolut

e 

change 

Relative 

change 

Absolut

e 

change 

Relative 

change 

Absolut

e 

change 

Relative 

change 

TC

A 

3806 21.761% 3329 15.632

% 

6702 27.216% 5147 16.430

% TN

A 

3471 44.569% 4275 37.970

% 

7644 49.208% 5792 24.989

% TA 7277 28.788% 7604 23.357

% 

14346 35.723% 10939 20.070

% TCL 4106 27.564% 3978 20.935

% 

5109 22.232% 5810 20.684

% TNL 2736 104.229

% 

2072 38.650

% 

8242 110.884

% 

2486 15.860

% TL 6842 39.050% 6050 24.833

% 

13351 43.899% 8296 18.956

% TE 435 5.608% 1554 18.970

% 

995 10.209% 2643 24.607

% TLE 7277 28.788% 7604 23.357

% 

14346 35.723% 10939 20.070

%  

According to Table 4.1, total assets of Amazon are keeping increasing during the 2011 to 

2015 with a growth rate higher than 20%. And during 2013 to 2014, the total assets of 
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Amazon are increasing faster with a growth rate at 35.7%, the 27.2% growth rate of current 

assets and 49.2% growth rate of non-current assets contributed to this high growth rate.  

 

It is obviously that during years 2014 to 2015, the growth of total liability and total assets is 

slower and of equity is faster. In this period, absolute change of total liability is 8,296 million 

dollars which is not the lowest absolute change during the five years, but the relative change 

is only 19.0% which is the lowest relative change of total liability during the five years and 

absolute change of total assets is 10,939 million dollars which is not the lowest absolute 

change during the five years, but the relative change is only 20.1% which is the lowest 

relative change of total liability during the five years In this period, the total equity grows 

from 10,741 million dollars to 13,384 million dollars, with an absolute change in 2,643 

million dollars and 24.6% in relative change. 

 

Graph 4.1: Absolute change in balance sheet (2011-2015) unit: US dollars million 

 

 

 

According to this graph, we can find that the capital of Amazon is keeping growing during 

2011 to 2015. And it obviously that from 2013 to 2014 most part of balance sheet has the 

greatest growth during the five years. In this period, the amount of total assets had grown 

from 40,159 million dollars to 54,505 million dollars. Current assets increased 6,702 million 

dollars and non-current assets increased 7,644 million dollars. During this period, Cash and 

cash equivalents, as a part of current assets, increase 5,899 million dollars and the net increase 
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of property and land is 6,018 million dollars contributed to increase of non-current assets. In 

the same time, the amount of liability is also increase with big amount that the amount of non-

current assets increased by 8,242 million dollars with long-term debt increases 5,074 million 

dollars as a part of non-current assets and total liability growth from30,418 million dollars to 

43,764 million dollars. However, total equity of Amazon is not increasing with its greatest 

absolute change during the five years which is 2,643 million dollars and during 2013 to 2014, 

the growth of equity id only 995 million dollars, or 10.2%. 

 

During the increasing of last five years, assets of Amazon grow from 25,278 million dollars to 

65,444 million dollars and each of cash and cash equivalents, property and equipment, fixture 

and equipment has a growth more than 10,000 million dollars. The liability grows from 

17,521 million dollars to 52,060 million dollars and accounts payable increased about 10,000 

million dollars during the 5 years. And total equity grows from 7,757 million dollars to 

13,384 million dollars. During the five years, most items are increasing and there are still 

some items decreasing.  

 

Vertical analysis 

 

Vertical analysis of Amazon in structure of assets and capital is based on its balance sheet 

during fiscal 2011 to 2015. Vertical analysis can help us find out the relationship between 

every items during the five years. 

 

Table 4.2: Assets of Amazon (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Total cash 37.88% 35.17% 30.99% 31.95% 30.27% 

Receivables 10.17% 10.33% 11.87% 10.30% 9.81% 

Inventories 19.75% 18.53% 18.45% 15.23% 15.65% 

Deferred income taxes 1.39% 1.39% ××× ××× ××× 

Property, plant and equipment, net 17.47% 21.69% 27.26% 31.13% 33.37% 

Goodwill 7.73% 7.84% 6.61% 6.09% 5.74% 

Intangible assets 2.56% 2.23% 1.61% ××× ××× 

Deferred income taxes 0.11% 0.38% ××× ××× 1.66% 

Other long-term assets 2.93% 2.45% 3.20% 5.31% 3.50% 
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According to table 4.2 and chart 4.1, we can find that the structure of total assets is quite 

stable. The main items of assets are total cash; property, plant and equipment; inventories; 

receivables; and goodwill.  

 

Chart 4.1: Assets structure of the Amazon （2011-2015） 

 

 

 

The proportions of items in assets are quite stable but the structure of assets is change slowly. 

It is obviously that the in 2011, the biggest part of asset in Amazon is cash which takes about 

37% of assets. And the second is inventories which takes about 20% in assets. The third one 

is property, plant and equipment which take about 18% in assets. These three parts hold about 

75% of total assets. However, during the five years, the structure of assets is slowly changed 

and the amount of total assets is increasing.  

 

In the fiscal 2015, it is obviously that the structure of assets is changed that the property, 

plants and equipment became the biggest part of total assets and it holds about 32% of assets. 

Then, the second one is cash which takes about 30% of the total assets. The third one is 

inventories which takes 15% of total assets. These three parts takes about 77% of total assets. 

And the proportion of non-current assets became higher than current assets. 
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The proportion of cash is decreasing and proportion of fixed assets such as property, plant and 

equipment is increasing. This means the company prefers to hold non-current assets. And 

with the decreasing of proportion of cash taken in assets, the profitability of the company is 

increasing because the profitability of cash is very low. 

 

Table 4.3: Capital of Amazon (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Total liabilities 17521 24363 30413 43764 52060 

Total equity 7757 8192 9746 10741 13384 

Total liabilities and equity 25278 32555 40159 54505 65444 

Percentage of liability 69.313% 74.836% 75.731% 80.294% 79.549% 

Percentage of equity 30.687% 25.164% 24.269% 19.706% 20.451% 

 

According to table 4.3, it can be found that most of Amazon is made up by liability, greater 

than 69%. The proportion of total liability increased from 17,521 million dollars to 52,060 

million dollars in the fiscal 2011 to 2015. And in the fiscal 2015, the absolute changes of 

liability and equity were greatest as 8,296 million dollars and 2,643 million dollars but the 

relative changes were lower than previous fiscal year. The proportion of equity decreased 

yearly, in fiscal 2011, total equity is 7,757 million dollars which takes about 30.7% but it is 

only about 20.5% in fiscal 2015 with an amount as 13,384 million dollars. 

 

4.1.2 Analysis of income statement 

 

Horizontal analysis 

 

This part is horizontal analysis of income statement of Amazon during fiscal 2011 to 2015. 

Data in this part are calculated according to income statement of Amazon and the analysis of 

income statement helps to find the changes and trend of main items of income statement 

during fiscal 2011 to fiscal 2015. 

 

According to table 4.4, some absolute changes of items in income statement are negative, 

which means the values of these items were decreasing during the period. It is obvious that 

the total revenue of Amazon was increasing during fiscal 2011 to 2015 for the absolute 
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changes of total revenue were positive. However, during fiscal year 2011 to 2012, the net 

income is decrease.  

 

Table 4.4: Annual change in income statement (2011-2015) unit: US dollars million 

 

 2011-2012 2012-2013 2013-2014 2014-2015 

 Absol

ute 

chang

e 

Relative 

change 

Absolut

e 

change 

Relativ

e 

change 

Absolut

e 

change 

Relative 

change 

Absol

ute 

chang

e 

Relative 

change 

Total 

revenue 

13016 27.07% 13359 21.87% 14536 19.52% 18018 20.25% 

Cost of 

revenue 

8683 23.29% 8210 17.86% 8571 15.82% 8899 14.18% 

Gross 

profit 

4333 40.16% 5149 34.05% 5965 29.43% 9119 34.76% 

Total 

operating 

expenses 

4519 45.52% 5080 35.17% 6532 33.45% 7064 27.11% 

Operating 

income 

-186 -21.58% 69 10.21% -567 -76.11% 2055 1154.49

% 

Interest 

expenses 

27 41.54% 49 53.26% 69 48.94% 249 118.57% 

Other 

operating 

income 

-177 -

129.20% 

-58 145.00

% 

19 -19.39% -127 160.76% 

EBT -390 -41.76% -38 -6.99% -617 -

121.94% 

1679 -

1512.61

% 

Provision 

for 

income 

taxes 

137 47.08% -267 -

62.38% 

6 3.73% 783 468.86% 

Other 

income 

-143 1191.67

% 

84 -

54.19% 

108 -

152.11% 

-59 -

159.46% 

Net 

income 

-670 -

106.18% 

313 -

802.56

% 

-515 -

187.96% 

837 -

347.30% 

 

According to the table above, it can be found that the total revenue from fiscal 2011 to fiscal 

2012 was increasing and the absolute change is 13,016 million dollars or 27.1% in relative 

change. However, the expenses of Amazon during fiscal 2011 to 2012 were also increasing 

with 8,683 million dollars as an absolute change of cost of revenue and 4,519 million dollars 

as absolute change of total operating expenses. And there were some other expenses 
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increasing.  

 

According to these numbers, it can be find that the absolute change in expenses was greater 

than absolute change in revenue and this led to the decreasing of net income although the 

revenue is keeping increasing. And the same situation happened during fiscal 2013 to 2014 

again. In this period, the absolute change of net income is negative and the amount is greater 

than it was during fiscal 2011 to 2012, because the growth of expenses was much more than 

revenue during fiscal 2013 to 2014. 

 

Graph 4.2: Absolute change in income statement (2011-2015) unit: US dollars million 

 

 

 

As it can be found in this graph, the main items of income statement changes in the same 

trend roughly. All items were increasing during fiscal 2011 to 2015 and some of the items 

were decreasing during fiscal 2011 to 2012 and fiscal 2013 to 2014.  

 

According to analysis of table 4.4 and this graph, it can be founded that the revenue of 

Amazon is keeping increasing and the absolute change is increasing year by year from 13,016 

million dollars to 18,018 million dollars. The growth of cost of revenue is quite stable, the 

absolute change of cost of revenue is around a certain amount, about 8,500 million dollars. In 

the same time, the absolute change of total operating expenses is increasing from 4,519 
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million dollars to 7,064 million dollars. And there are some other incomes and expenses that 

are changing during the years. It means sometimes the absolute change of expenses is greater 

than revenue and under this situation, the net income of Amazon decreases. In the mass, net 

income of Amazon is increasing generally and only under particular situation when absolute 

change of expenses is greater than absolute change of total revenue, net income of Amazon 

will decrease. 

 

Vertical analysis 

 

In this part, vertical analysis was used to analyze income statement of Amazon and helped to 

find the relationship between every items and the structure of cost and income of Amazon. 

 

Table 4.5: Expenses of Amazon (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Cost of revenue 78.38% 75.44% 73.21% 70.36% 67.48% 

Total operating expenses 20.87% 23.71% 26.38% 29.22% 31.19% 

Interest Expense 0.14% 0.15% 0.19% 0.24% 0.43% 

Provision for income taxes 0.61% 0.70% 0.22% 0.19% 0.89% 

 

Chart 4.2: Expenses structure of the Amazon （2011-2015） 
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operating expenses and cost of revenue. According to chart 4.2, it is cost of revenue and total 

operating expenses that take the most of the total expenses. And cost of revenue is always the 

biggest part of revenue that takes about 70% of total expenses during fiscal 2011 to 2015 and 

the proportion of cost of revenue to total expenses is decreasing gradually.  

 

According to table 4.5, we can find that the amount of cost of revenue is keeping increase 

from 37,288 million dollars to 71,651 million dollars while the proportion of cost of revenue 

to total expenses dropping from about 78% to about 67% in chart 4.2. The proportion of total 

operation expenses is keep growing, too. And according to graph 4.2, it can be found out that 

the absolute change of total operating expenses is increasing. This causes the growth of 

proportion of total operating expenses in total expenses. And obviously that the growth of 

total expenses is caused by cost of revenue and total operating expenses and the impact of 

total operating expenses in increasing. 

 

Table 4.6: Income of Amazon (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Revenue 48077 61093 74452 88988 107006 

Other operating income  137 -40 -98 -79 -206 

Other income -12 -155 -71 37 -22 

 

The income of Amazon includes revenue, other operating income and other income. 

According to table 4.6, revenue takes the biggest part of income during fiscal year 2011 to 

2015. And revenue is keeping increasing year by year from 48,077 million dollars to 107,066 

million dollars.  

 

According to graph 4.2, it can be find that the absolute change of revenue is keeping growing, 

too. This means the growth of revenue is quite stable.  In the mass, the revenue of Amazon is 

keeping growth and the growth of income of Amazon is mainly caused by the increasing of 

revenue. 
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4.1.3 Analysis of cash flow statement 

 

Horizontal analysis 

 

This part is horizontal analysis of cash flow statement of Amazon during fiscal 2011 to 2015. 

Data in this part are calculated according to cash flow statement of Amazon and the analysis 

of cash flow statement helps to find the changes and trend of main items of cash flow 

statement during fiscal 2011 to fiscal 2015. 

 

According to table 4.7, it can be find that the net cash flow provided by operating activities of 

Amazon increased from 6,842 million dollars to 11,920 million dollars during fiscal 2011 to 

2015 with absolute change in 5,078 million dollars, which is the biggest absolute change of 

net cash flow provided by operating activities during the five years. And the net cash flow 

provided by operating activities is keeping increasing stably during last five years.  

 

Table 4.7: Cash flow of Amazon (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Net cash provided by operating activities 3903 4180 5475 6842 11920 

Net cash used for investing activities -1930 -3595 -4276 -5065 -6450 

Net cash provided by financing activities -482 2259 -539 4432 -3763 

Effect of exchange rate changes 1 -29 -86 -310 -374 

Net change in cash 1492 2815 574 5899 1333 

 

Table 4.8: Annual change in cash flow (2011-2015) unit: US dollars million 

 2011-2012 2012-2013 2013-2014 2014-2015 

 Absol

ute 

change 

Relative 

change 

Absolut

e 

change 

Relative 

change 

Absolut

e 

change 

Relative 

change 

Absolut

e 

change 

Relative 

change 

operatin

g 

activities 

277 7.097% 1295 30.981% 1367 24.968% 5078 74.218% 

investing 

activities 

-1665 86.269% -681 18.943% -789 18.452% -1385 27.345% 

financin

g 

activities 

2741 -

568.672

% 

-2798 -

123.860

% 

4971 -

922.263

% 

-8195 -

184.905

% 
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Net cash used for investing activities is increasing stably. During fiscal 2011 to 2015, the net 

cash used for investing activities increased from 1,930 million dollars to 6,450 million dollars. 

Especially, during fiscal 2011 to 2012, the net cash used for investing activities of Amazon 

changed from 1,930 million dollars to 3,595 million dollars with absolute change in 1,665 

million dollars and the relative change of net cash used for investing activities of Amazon is 

the highest during the five years. 

 

The net cash provided by financing activities is volatility. This item of cash flow statement 

changes a lot every year. During fiscal 2013 to 2014, net cash provided by financing activities 

increases 4,971 million dollars, or 992.3%. However, during fiscal year 2014 to 2015, the net 

cash provided by financing activities decreased from 4,432 million dollars to negative 3,763 

million dollars with a relative change in 184.9%, which is the biggest drop of net cash 

provided by financing activities of Amazon during the five years 

 

Graph 4.3: Change in cash flow (2011-2015) unit: US dollars million 

 

 

 

According to graph 4.3, the cash flow changes a lot every year. And in this graph, the amount 

of net cash used for investing activities is increasing and it means Amazon prefer to pay more 

money to make investment to earn money.  
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Net cash provided by financing can be negative sometimes. Sometime, Amazon financing by 

issuing long-term debt and then Amazon need to repay the debt. So it is possible that the debt 

Amazon need to payback is higher than Amazon get from other investors by issuing long-tern 

debts in some periods. Then the net cash provided by financing activities can be negative. 

This means the net cash provided by financing activities can be influenced by the change of 

long-term debt issued. 

 

Net cash provided by operating of Amazon is keeping increasing during fiscal 2011 to 2015. 

Net cash provided by operating is consisted by net income, depreciation and amortization, 

accounts receivable, inventory, accounts payable, accrued liabilities and so on. According to 

table 4.4, it can be found that net income of Amazon is negative amount sometimes. But net 

cash provided by operating is always positive. This means net income of Amazon makes little 

influence on net cash provided by operating. 

 

Chart 4.3: Cash flow structure of the Amazon （2011-2015）unit: US dollars million 

 

 

 

From chart 4.3, it can be find that the total cash hold by Amazon is increasing year by year 

and there is a growth of cash every. The liquidity condition can be seen clearly that Amazon 

was in good liquidity condition during fiscal year 2011 to 2015. 
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Vertical analysis 

 

In this part, vertical analysis was used to analyze cash flow statement of Amazon. And the 

cash flow will be divided into three parts, cash provided by operating activities, cash used for 

investing activities, cash provided by financing activities, according to the sources. 

 

As it is showed in table 4.9, cash flow provided by operating activities includes net income, 

depreciation and amortization, investments losses (gains), deferred income taxes, stock based 

compensation, accounts receivable, inventory, accounts payable, accrued liabilities, other 

working capital and other non-cash items. It can be found that the main cash inflow is 

depreciation and amortization, stock based compensation, accounts payable and accrued 

liabilities. The biggest part of cash inflow in this part is depreciation and amortization and it 

takes half of the net cash provided by operating activities. 

 

Table 4.9: Cash flow provided by operating activity of Amazon (2011-2015) unit: US dollars 

million 

 

 2011 2012 2013 2014 2015 

Net income 631 -39 274 -241 596 

Depreciation and amortization 1083 2159 3253 4746 6281 

Investments losses (gains) -4 -9 1 -3 5 

Deferred income taxes 136 -265 -156 -316 81 

Stock based compensation 557 833 1134 1497 2119 

Accounts receivable -866 -861 0 -1039 -1755 

Inventory -1777 -999 -1410 -1193 -2187 

Accounts payable 2997 2070 1888 1759 4294 

Accrued liabilities 1067 1038 736 706 913 

Other working capital 43 275 -447 741 1292 

Other non-cash items 36 -22 202 185 281 

Net cash provided by operating 

activities 

3903 4180 5475 6842 11920 

 

As it is showed in table 4.10, cash flow used for investing activities includes investments in 

property, plant, and equipment; acquisitions, net; purchases of investments and 

sales/maturities of investments. It can be found that the biggest cash inflow in this part is 

sales/maturities of investments and it is also the only cash inflow in this part. And the biggest 
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cash outflow is purchases of investments, which means that Amazon pays a lot on purchasing 

investments such as securities.  

 

Table 4.10: Cash flow used for investing activity of Amazon (2011-2015) unit: US dollars 

million 

 

 2011 2012 2013 2014 2015 

Investments in property, plant, and 

equipment 

-1811 -3785 -3444 -4893 -4589 

Acquisitions, net -705 -745 -312 -979 -795 

Purchases of investments -6257 -3302 -2826 -2542 -4091 

Sales/Maturities of investments 6843 4237 2306 3349 3025 

Net cash used for investing activities -1930 -3595 -4276 -5065 -6450 

 

As it is showed in table 4.11, cash flow provided by financing activities includes long-term 

debt issued, long-term debt repayment, excess tax benefit from stock based compensation and 

repurchases of treasury stock. According to this table, it can be found that main cash inflow 

provided by financing activities is long-term debt issued and main cash outflow provided by 

financing activities is long-term debt repayment. This means most income in financing 

activities is issuing long-term debt and these money should be paid back to investors at due 

date. 

 

Table 4.11: Cash flow provided by financing activity of Amazon (2011-2015) unit: US dollars 

million 

 

 2011 2012 2013 2014 2015 

Long-term debt issued 177 3378 394 6359 353 

Long-term debt repayment -444 -588 -1011 -1933 -4235 

Excess tax benefit from stock based 

compensation 

62 429 78 6 119 

Repurchases of treasury stock -277 -960    

Net cash provided by (used for) 

financing activities 

-482 2259 -539 4432 -3763 
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4.2 Analysis of key financial ratio 

 

 

Liquidity analysis 

 

Liquidity is used to measure how quickly a company can convert its assets into cash. When a 

company is trying to get a loan from bank or issuing long-term debt to investors, it is very 

necessary for the bank and investors to find if the company has the ability to pay their money 

back at the due date. So it is very important for investors to analyze liquid assets of the 

company. 

 

In this part, liquidity ratios are used to analysis the financial condition of Amazon. The 

change of these ratios helps to find the change of financial condition of the company and it 

can also reflect the change of some data in financial statements. Liquidity of Amazon will be 

analyzed to find if Amazon has the ability to pay for its liability and how efficiently the 

company manages its working capital resources.  

 

Table 4.12: Current ratio (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Total current assets 17490 21296 24625 31327 36474 

Total current liabilities 14896 19002 22980 28089 33899 

Current ratio 1.17 1.12 1.07 1.12 1.08 

Alibaba group 1.90 2.37 1.80 1.81 3.58 

 

Current ratio, according to formula 2.4, is used to measure the company’s ability to pay for its 

short-term liabilities. When the current ratio is 1, it means the book value of current assets and 

current liabilities is equal. If this ratio is lower than 1, it means the company has problem in 

paying its short-term liability by only using its current assets. The higher is the ratio, the 

higher is level of liquidity of the company’s assets. 

 

According to table 3.1, it can be found that the current ratio of both Amazon and Alibaba 

Group are greater than 1. This means that these two companies have the ability to pay for 

their current liability. Both of the two companies are in retail industry. In this industry, 
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business cycle is relatively short and inventory turnover is relatively higher. And these two 

factors, business cycle and inventory turnover, can influence the value of current ratio.  

 

This table shows that the current ratio of Alibaba Group is always higher than Amazon during 

fiscal 2011 to 2015. Although it means that Alibaba Group has higher ability on repaying 

current liability, it also shows that the current ratio of Amazon is more stable than Alibaba 

Group. With the current ratio of Alibaba Group is shifting between 1.80 to 3.58, the amount 

of current assets in Alibaba Group is volatile. However, current ratio of Amazon is quite 

stable and it is always around 1.10, even when total current assets of Amazon is keep 

increasing during the five years that total current assets is change from 17,490 million dollars 

in 2011 to 36,474 million dollars in 2015. The stable date also shows that Amazon is 

controlling its current assets and this activity helps Amazon increase its profitability. 

 

Table 4.13: Quick ratio (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Cash and cash equivalents 5269 8084 8658 14557 15890 

Short-term investments 4307 3364 3789 2859 3918 

Receivables 2571 3364 4767 5612 6423 

Total current liabilities 14896 19002 22980 28089 33899 

Quick ratio% 0.82 0.78 0.75 0.82 0.77 

Alibaba group% 1.75 2.01 1.59 1.63 3.46 

 

Quick ratio is calculated according to formula 2.6. This ratio reflects the relationship between 

quick assets and short-term liability. According to table 4.13, it can be found that quick assets 

in Amazon include cash and cash equivalents, short-term investments and receivables. It is 

obviously that quick assets do not include inventories and this makes the quick ratio more 

precise than current when it is used to measure the ability of the company to pay its current 

liability by using current assets. When the quick ratio is 1, it means that the company has 

enough assets to pay for its current liability immediately.  

 

According to table 4.13, the quick ratio of Amazon is lower than quick ratio of Alibaba Group. 

However, this does not mean that the financial condition of Alibaba is better than Amazon. 
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When quick ratio is too high, it means that the company holds too much quick assets and the 

profitability of quick assets is very low. So it suggests it that the higher the ratio is, the bigger 

the opportunity cost the company suffers. Under this circumstance, the opportunity cost of 

Alibaba will be higher than Amazon. 

 

As it is showed by this table, the quick ratio of Amazon is lower than 1, but this does not 

mean that the Amazon does not have the ability to pay for its current liability. According to 

table 4.2, it can be find that inventory is an important part of current assets. And during fiscal 

year 2011 to 2015, inventory takes more than 25% on total current assets of Amazon. 

According to the short business circle in retail industry, inventory can be converted to cash 

very quickly. And during fiscal 2011 to 2015, the quick ratio of stable and it is always around 

0.80. 

 

Table 4.14: Cash ratio (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Cash and cash equivalents 5269 8084 8658 14557 15890 

Total current liabilities 14896 19002 22980 28089 33899 

Cash ratio% 64 60 54 62 58 

Alibaba group% 167 190 139 121 318 

 

Cash ratio is calculated according to formula 2.5. This ratio is used to measure the ability of a 

company to pay for its short-term liability as well. And in this ratio, only cash and cash 

equivalents are used in calculating. So it is obviously that the value of this is lower than 

current ratio and quick ratio. It also reflects the relationship between cash and cash 

equivalents and total current liabilities. And this ratio also tells if the company can pay all of 

its current liabilities by using its cash and cash equivalents. 

 

As it is showed in the table, the amount of cash and cash equivalents, and its total current 

liabilities are increasing gradually. The amount of cash and cash equivalents grew from 5,269 

million dollars in 2011 to 15,890 million dollars in 2015. For the growth of cash assets is 

slower than the growth of current assets in Amazon, the cash ratio of Amazon is decreasing 

during fiscal 2011 to 2013. However, the cash ratio Of Amazon is still relatively stable and 

around 60% during fiscal 2011 to 2015. On the contrary, the cash ratio of Alibaba group is 
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very volatile and this ratio move from 121% in 2014 to 318% in 2015 during the five years. 

This reflects the successfully controlling of its current assets by Amazon itself.  

 

According to this table, the cash ratio of Amazon is lower than 1 which means Amazon 

cannot pay for its current liabilities by only using its cash and cash equivalents. In the same 

time, the cash ratio of Alibaba Group is higher than 1 which means that Alibaba Group can 

easily pay off its total current liabilities only with its cash and cash equivalents. According to 

table 4.12, table 4.13 and table 4.14, it can be found that the liquidity ratio of Amazon is 

relatively more stable than liquidity ratio of Alibaba Group. And the liquidity ratios of 

Alibaba Group are higher which means Alibaba Group has better ability to pay off its current 

liabilities. 

 

Graph 4.4:  Change of liquidity ratio 

 

 

 

According to graph 4.4, it can be find that the change trend of the three liquidity ratios of 

Amazon are similar that the three ratios are decreasing during fiscal 2011 to 2013, then 

increasing during fiscal 2013 to 2014 and during fiscal 2014 to 2015 the ratio decreased again. 

And as it is showed in graph 4.4, all liquidity ratios are relatively stable that the value of every 

ratio is around a certain number. 
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Solvency analysis 

 

Financial stability ratios are used to measure a company’s ability to pay off its liabilities, too. 

It is the same as liquidity ratios that financial stability ratios can also be used to estimate 

finance health of a company. But there is something different that the financial stability ratios 

are used to reflect the ability of a company to pay off its long-term liabilities while the 

liquidity ratios are used to reflecting the abilities of the company to pay for its short-term 

liabilities. 

 

In this part, financial stability ratios are used to find the financial condition of a company on 

its ability to pay for its long-term liabilities which can tells if the company worth to investing 

or not. And it can also reflect the relationships between financial items such long-term debts, 

total assets and total equity. 

 

Table 4.15: Debt to assets ratio (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Total liabilities 17521 24363 30413 43764 52060 

Total assets 25278 32555 40159 54505 65444 

Debt to assets ratio% 69.31 74.84 75.73 80.29 79.55 

Alibaba group% 51.50 33.0 100.04 73.70 43.06 

 

Debt to assets ratio is calculated according to formula 2.7. This ratio is used to measure how 

much liability takes in total assets. And it also tells financial condition of the company 

according to which investors can find if the company is safety to invest. The lower is the ratio; 

the less is the risk for investors to invest.  

 

The table shows that the amount of total liabilities and total assets of Amazon is increasing 

during fiscal year 2011 to 2015. And the growth of liabilities in Amazon is greater than the 

growth of total assets during fiscal 2011 to 2014. Although the growth of liabilities is lower 

than the growth of total assets during 2014 to 2015, the growth of assets of Amazon is stable 

and the growth of liabilities influenced a lot in growth of assets. As a result, the debt to assets 

ratio of Amazon is increasing during 2011 to 2015. 
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According to table 4.15, it can be found that during fiscal year 2011 to 2014 the debt to assets 

ratio of Amazon is keep increasing and the ratio increase from 69.31% to 80.29%. And then 

during fiscal 2014 to 2015 there is a little decrease of debt to assets ratio of Amazon from 

80.29% to 79.55%. The debt to assets ratio of Alibaba is more volatile that the change in the 

amount of the ratio is about 20% every year. And in 2013, the ratio of Alibaba Group was 

greater than 100% which means Alibaba Group did not has the ability to pay its debts. 

Comparing the debt to assets ratio of Amazon and Alibaba Group, it can be found that the 

relationship of total liabilities and total assets in Amazon is more stable than Alibaba Group. 

This means the financial condition of Amazon is healthier than Alibaba Group. 

 

Table 4.16: Long-term debt to assets ratio (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Long-term debt 255 3084 3191 8265 8235 

Total assets 25278 32555 40159 54505 65444 

Long-term debt to assets ratio% 1.01 9.47 7.95 15.16 12.58 

Alibaba group% 0 0 35.21 27.53 19.81 

 

Long-term debt to assets ratio of Amazon is calculated according to formula 2.8. This ratio 

tells the relationship between long-term debt and total assets. The assets of a company are 

used to running its business and this ratio reflects how much the company relies on the long-

term debt to keep its business. The higher is the long-term debt to assets ratio, the lower 

liquidity the company owns. 

 

According to table 4.16, the amount of long-term debt increased from 255 million dollars in 

2011 to 8,235 million dollars in 2015 and it grows more than 30 times. The amount of total 

assets grows from 25,278 million dollars in 2011 to 65,444 million dollars which is 1.5 times 

bigger. As a result, the long-term debt to assets ratio is increasing during fiscal 2011 to 2015. 

And the value of long-term debt to assets ratio increased from 1.01% to 15.16% in 2014 and 

the decreased to 12.58% in 2015. 

 

Although the long-term debt to assets ratio is increasing, the amount of this ratio in Amazon 

is still very small and this means only a little part of the capital that Amazon is using to grow 

its business is coming from long-term debt. And this table also tells the long-term debt to 
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assets ratio of Alibaba Group from fiscal 2013 to 2015. The value of long-term debt to assets 

ratio of Alibaba Group is decreasing in the three years. But its value is always higher than the 

value of Amazon. This means that Alibaba Group relies more on its long-term debt to grow 

its business than Amazon. It means the liquidity risk of Amazon is lower than Alibaba Group 

during fiscal 2013 to 2014. 

 

Table 4.17: Debt to equity ratio (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Total liabilities 17521 24363 30413 43764 52060 

Total stockholders' equity 7757 8192 9746 10741 13384 

Debt to equity ratio% 226 297 312 407 389 

Alibaba group% 106 50 -250100 280 76 

 

Debt to equity ratio of Amazon is calculated according to formula 2.9. This ratio is used to tell 

the structure of capital. In other words, it tells the relationship between total liabilities and 

total stockholder’s equity and according to this ratio how much of the capital are provided by 

creditors and how much are provided by stockholder. If this ratio is high, it means that debt 

capital takes more on total capital and this may lead to problem of a company on pay for its 

liabilities. 

According to table 4.17, total liabilities and total stockholder’s equity are increasing during 

fiscal 2011 to 2015. This means Amazon is growing in the five years. The amount of total 

liabilities in Amazon increases from 17,521 million dollars to 52,060 million dollars and it is 

about twice bigger than it is in 2011. The amount of total stockholder’s equity in Amazon 

increases from 7,757 million dollars to 13,384 million dollars and it is a double growth.  

 

According to the changes in amount of total liabilities and total stockholder’s equity, it can be 

predict that the value of debt to equity ratio in Amazon is increasing. In fact, the debt to assets 

ratio of Amazon is increasing from 226% to 407% during fiscal 2011 to 2014 and then 

decreasing to 389% in 2015. And the debt capital in Amazon takes lower than 80% in total 

assets mostly. 

 

When it comes to debt to equity ratio of Alibaba Group, it can be found that the ratio of 

Alibaba Group is negative. In 2013, Alibaba Group got a lot of long-term debt from bank. 
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And as a result, the total liability is higher than total assets owned by Alibaba Group and the 

total stockholder’s equity is negative. So the debt to equity ratio of Alibaba Group is negative. 

 

Comparing with the debt to equity of Alibaba Group, the ratio of Amazon is more stable and 

this means the capital of Amazon is more stable than Alibaba Group since the debt to assets 

ratio in 2013 turned to be negative number. But in most of the time, the debt to equity ratio is 

lower than 300% which means the guarantee degree of debt capital in Alibaba Group is 

stronger than Amazon. 

 

Table 4.18: Financial leverage (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Total assets 25278 32555 40159 54505 65444 

Total equity 7757 8192 9746 10741 13384 

Financial leverage% 326 397 412 507 489 

Alibaba group% 206 150 -250000 380 176 

 

Financial leverage is calculated according to formula 2.13. This ratio reflects the relationship 

between total assets and total equity and how efficiently the company used its debt capital. 

This ratio is high means the possibility that the company goes bankrupt is high for the 

company owns too much liability.  

 

According to table 4.18, it can be found that the financial leverage of Amazon is increasing 

during fiscal 2011 to 2014 and then there is a little drop in 2015. And the trend of financial 

leverage is the same as the trend of debt to equity ratio. Obviously, the financial leverage of 

Amazon is higher than 300% during the five years and this indicate that the risk is Amazon is 

higher than Alibaba Group and the solvency of Amazon is lower. 

 

According to graph 4.5, it can be found that the financial leverage of Amazon is lower than 

500% mostly. Although the ratio is relatively high, it is stable during fiscal 2011 to 2015. So 

the capital structure of Amazon is quite stable. 
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Graph 4.5: Change of financial leverage (2011-2015) 

 

 

 

Table 4.19: Interest coverage (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

EBIT 999 636 647 99 2027 

Interest Expense 65 92 141 210 459 

Interest coverage 15.37 6.91 4.59 0.47 4.42 

Alibaba group ××× 82.35 7.43 13.21 12.75 

 

Interest coverage is calculated according to formula 2.12. This ratio is a kind of solvency ratio 

and this ratio reflects the relationship between earnings before interest and tax and interest 

expenses. This ratio tell the ability of the company to pay for its debt especially tells if the 

company can earns enough to pay for its expenses in interest. When this ratio is higher than 1, 

the income of the company can pay the interest expense. But when the ratio is lower than 1, 

the company cannot pay for its interest expense by its earnings before interest and tax and this 

means the company may have problem in paying for its debt. 

 

According to table 4.19, the interest expense of Amazon is increasing from 65 million dollars 

to 459 million dollars during fiscal 2011 to 2015. But the earnings before interest and tax 

were not increasing so stable. Earnings before income and tax were increasing and in 2015 it 
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owned the maximum amount on 2,027 million dollars during the five years. However, there is 

also some decreasing in the five years and the minimum of earnings before interest and taxes 

is 99 million dollars in 2014.  

 

During fiscal 2011 to 2015, the interest coverage of Alibaba Group was changing and the 

value of the ratio is very volatile that it changed from 7.43 to 82.35. The interest coverage of 

Amazon is decreasing during fiscal 2011 to 2014 and the minimum is 0.47. These data tells 

that Amazon has the ability to pay for its interest expense generally. 

 

 

Activities analysis 

 

Activities analysis means to analysis the activities of the company to find how the company 

manages its assets. In this part, turnover ratios are used to help the analysis. 

 

Table 4.20: Working capital turnover (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Total current assets 17490 21296 24625 31327 36474 

Total current liabilities 14896 19002 22980 28089 33899 

Working Capital 2594 2294 1645 3238 2575 

Revenue 48077 61093 74452 88988 107006 

Working capital turnover 18.53 26.63 45.26 27.48 41.56 

 

Working capital turnover is calculated according to formula 2.18. Tis ratio reflects the 

relationship between working capital and revenue. This ratio tells how many times working 

capital was used and converted to revenue of the company. When this ratio is high, the 

amount of times that working capital converted to revenue was high. It means the company 

manages its working capital efficiently. 

 

According to table 4.20, working capital was the difference between total current assets and 

total liabilities. And in this table, the value of working capital is always positive during fiscal 

2011 to 2015, which means the value of total assets is greater than total current assets during 
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the five years. Working capital decreased from 2,594 million dollars in 2011 to 1,645 million 

dollars in 2013. This amount increased to 3,238 million dollars in 2014 and then dropped to 

2,575 million dollars in 2015. When working capital was changing volatilely, the amount of 

revenue was keeping growing from 48,077 million dollars to 107,006 million dollars during 

fiscal 2011 to 2015.  

 

Contract to the changing trend of working capital, the value of working capital turnover 

increased during fiscal 2011 to 2013, decreased in 2014 and increased in 2015. According to 

this numbers it can be found that the working capital turnover is obviously influenced by the 

change of working capital in Amazon. The minimum of working capital turnover during the 

five years is 18.53. Then it can be proved that Amazon managed its business efficiently and 

its current assets and current liabilities support its operating well. 

 

Table 4.21: Assets turnover (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Revenue 48077 61093 74452 88988 107006 

Total assets 25278 32555 40159 54505 65444 

Assets turnover 1.90 1.88 1.85 1.63 1.64 

Alibaba group 0.46 0.42 0.62 0.60 0.42 

 

Assets turnover of Amazon was calculated according formula 2.20. This ratio reflects how 

efficiently the company using its assets to generate revenue. In other words, the value of the 

ratio tells how many times the company converted the assets to revenue during a certain 

period. When the ratio is high, it means the company managed its assets efficiently. 

 

According to this table, the revenue and total assets of Amazon is increasing. However, the 

value of assets turnover is decreasing during fiscal 2011 to 2015. This means the ability of the 

company managing its assets is dropping yearly. Comparing the assets turnover ratio of 

Amazon and the ratio of Alibaba Group, it can be found that Amazon is doing better than 

Alibaba Group. This ratio of Amazon is greater than it of Alibaba Group, which means that 

Amazon managed its assets more efficiently and the ratio of Amazon is always bigger than 1 

during the five years. 
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Profitability analysis 

 

Profitability analysis means to measure the ability of the company to get profit and this tell if 

the company makes decisions correctly. In this part, profitability ratios are used to help the 

analysis. 

 

Profitability ratios include margins and returns, both of which can tell how efficient the 

company is in making money. There is a difference that margins measure the profit earns by 

every unit of money while returns measure how efficient the company generates profit in total 

amount. 

 

Table 4.22: Net profit margin (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Net income 631 -39 274 -241 596 

Revenue 48077 61093 74452 88988 107006 

Net profit margin% 1.31 -0.06 0.37 -0.27 0.56 

Alibaba group% 26.69 21.11 24.35 43.95 31.69 

 

Net profit margin of Amazon was calculated according the formula 2.23. Net profit margin 

reflects how much net profit takes in revenue. This ratio tells the profit level of a company in 

a certain period. The management level of the company during certain can be found by 

comparing the ratio in different periods. When this ratio is high, it means the profit level of 

the company is high and the company is well controlling its cost. 

 

According to table 4.22, it can be find that the revenue of Amazon is increasing while the net 

income of Amazon is changing volatilely during fiscal 2011 to 2015. And the value of net 

income margin is changing along with the change of net income that there are negative 

growth during fiscal 2011 to 2012 and 2013 to 2014 as a result of negative change of net 

income. And the value of net profit margin of Amazon decrease from 1.31% in 2011 to -0.06% 

in 2015 and from 0.37% in 2011 to -0.27% in 2015. In the table, the net income margin of 

Alibaba Group is higher than Amazon and this means the ability of Amazon to control its cost 

may be lower than Alibaba Group. 
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Table 4.23: Operating profit margin (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Operating income 862 676 745 178 2233 

Revenue 48077 61093 74452 88988 107006 

Operating profit margin% 1.79 1.11 1 0.2 2.09 

Alibaba group% 28.3 25 31.1 47.5 30.4 

 

Operating profit margin of Amazon is calculated according to formula 2.24. This ratio reflects 

the relationship between operating income and revenue. And it measures how much operating 

profit can be generated by every dollar of premium. 

 

According to table 4.23, it can be find that the operating income of Amazon is changing 

volatilely while revenue of Amazon is increasing stably. The operating income of Amazon is 

changing with the minimum as 178 million dollars in 2014 and maximum as 2,233 million 

dollars in 2015. And the revenue of Amazon is increasing from 48,077 million dollars in 2011 

to 107,006 million dollars in 2015. As it is known to us all that operating income equals to 

revenue minus cost of revenue and operating cost, it can be found obviously that the cost of 

Amazon is changing volatilely. And this can indicate that the ability of Amazon to control its 

cost is low as well. 

 

It can also be found in this table that the operating profit margin of Amazon is lower than 

Alibaba Group during fiscal 2011 to 2015. So operating profit takes little in revenue of 

Amazon and little profit was generated by premium. 

 

Table 4.24: Pretax profit margin (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Earnings before taxes  934 544 506 -111 1,568 

Revenue 48077 61093 74452 88988 107006 

Pretax profit margin% 1.94 0.89 0.68 -0.12 1.47 

Alibaba group% 33.3 27.63 29.3 51.05 42.42 
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Pretax profit margin of Amazon was calculated according to formula 2.25. This ratio reflects 

the relationship between earning before tax and revenue of the company. The higher is the 

ratio, the higher profitability the company owns. 

 

According to table 4.24, it can be found that the earnings before taxes is decreasing from 934 

million dollars to negative 111 million dollars during fiscal 2011 to 2015 and the ratio 

increased from negative 111 million dollars to 1,568 million dollars during fiscal 2014 to 

2014. And the amount of revenue is increasing during the five years. 

 

 It can also be found that the value of pretax profit margin of Amazon decreased from 1.94% 

to negative 0.12 % during fiscal 2011 to 2014 and increased to 1.47% in 2015. The main 

reason leads to the change of pretax profit margin of Amazon is the change of earning before 

taxes and growth of revenue. The table shows that the pretax profit margin of Amazon is 

lower than the ratio of Alibaba Group during fiscal 2011 to 2015. These data indicates that the 

profitability of Alibaba Group is higher than Amazon. 

 

Graph 4.6: Change of profitability ratio 

 

 

 

According to graph 3.3, it can be found that the profitability ratios of Amazon is changing 

rapidly and there is an obviously drop of these ratios and it happened in 2014.  And in 2015, 

there is an increase of the ratios. This indicates that the cost of Amazon is changing rapidly 
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during fiscal 2011 to 2015. 

 

Another type of profitability ratio used to analysis is return. This kind of ratio helps to find the 

profitability of a certain kind of assets. 

 

Table 4.25: Return on assets (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Net income 631 -39 274 -241 596 

Total assets 25278 32555 40159 54505 65444 

Return on assets% 2.86 -0.13 0.75 -0.51 0.99 

Alibaba group% 12.23 8.96 15.14 26.32 13.16 

 

Return on assets of Amazon is calculated according to formula 2.26. This ratio reflects the 

profitability of the company on generating revenue by its total assets. On other words, this 

ratio reflects how efficient the company is using its assets to generating profit. When this ratio 

is high, it means the company owns a high ability on generating revenue by its assets. 

 

According to table 4.25, total assets of Amazon were increasing gradually from 25,278 

million dollars to 65,444 million dollars during fiscal 2011 to 2015 while the value of net 

income was changing volatilely. As a result, the return on assets is changing volatilely during 

fiscal 2011 to 2015 with the maximum as 2.86% and minimum as negative 0.51%. The table 

shows that the return on assets of Alibaba Group is greater than the ratio of Amazon, which 

means that the profitability of Amazon is lower than Alibaba Group. 

 

Table 4.26:  Return on equity (2011-2015) unit: US dollars million 

 

 2011 2012 2013 2014 2015 

Net income 631 -39 274 -241 596 

Total equity 7757 8192 9746 10741 13384 

Return on equity% 8.13 -0.48 2.81 -2.24 4.45 

Alibaba group% 26.01 13.43 53.42 157.44 27.63 
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Return on equity of Amazon is calculated according to formula 2.30. This ratio reflects the 

profitability of company on generating profit by its equity. On other words, this ratio tells the 

efficiency of the company on making profit by its equity. When this ratio is high, it means the 

company owns a high ability on making profit by its equity. 

 

According to table 4.26, total stockholder’s equity on Amazon is increasing from 7,757 

million dollars to 13,384 million dollars during fiscal 2011 to 2015 and net income is 

changing volatilely. As a result, return on equity is changing volatilely and it changed with 

maximum as 8.13% in 2011 to minimum as negative 2.24% in 2014. And the table shows that 

return on equity of Alibaba Group is higher than the ratio of Amazon, which means that the 

profitability of Alibaba Group on equity is higher than Amazon. 

 

Graph 4.7: change of ROE and ROA during fiscal 2011 to 2015 

 

 

 

According to Graph 4.7, it can be found that the absolute value of return on equity is always 

higher than the absolute value of return on assets. The reason is that the value of total assets is 

higher than value of total equity. 
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4.3 Pyramidal decomposition of ROE 

 

Decompositions of return on equity break down then return on equity to three parts: net profit 

margin, assets turnover and financial leverage. In these three parts, net profit margin is used to 

reflect the profit level during a certain period and the ability of the company in controlling its 

cost; assets turnover is used to measure how efficient the company is in using its assets to 

generate revenue; financial leverage is used to find out how efficiently the company is in 

using its debt capital. 

 

According to formula 2.20 and 2.23, it can be found that assets turnover and net profit margin 

can be influenced by price of goods, the amount of goods sold, the cost of per unit of good 

amount of income tax and so on.  

 

According to formula2.13, it can be found that financial leverage can be influenced by debt to 

assets ratio and debt to equity ratio, both of which can be influenced by total liabilities of the 

company and reflect the capital structure of the company and tells the ability of the company 

to pay for its liabilities. And when these ratios are high, the paying ability of the company is 

weak. 

 

According to formula 2.20 and 2.23, the ability of the company on managing its assets and 

liability can be found. And the influences made by the changing of assets turnover and net 

profit margin to financial leverage can be found as well. Then the influence in return on 

equity which is done by financial can be found. 

 

Table 4. 27: ROE of Amazon (2011 to 2015)  

 

 2011 2012 2013 2014 2015 

ROE  0.0813 -0.0048 0.0281 -0.0224 0.0445 

Absolute change  -0.0861 0.0329 -0.0505 0.0669 

Relative change  -105.85% -690.54% -179.81% -298.47% 

 

According to table 4.27, it can be found that the value of ROE is changing volatilely and 

rapidly for the relative change of ROE is always greater than negative 100%. The biggest 

change in ROE was happened in 2012 with an absolute change as negative 9%, or 105.85% 
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on relative change. 

 

Table 4. 28: Ratios influence ROE (2011 to 2015) 

 

 2011 2012 2013 2014 2015 

Net profit margin 1.31% -0.06% 0.37% -0.27% 0.56% 

Assets turnover 190% 188% 185% 163% 164% 

Financial leverage 326% 397% 412% 507% 489% 

 

As it is known that the amount of ROE equals net profit margin multiple assets turnover 

multiple financial leverage. This means net profit margin, assets turn over and financial 

influent ROE directly. 

 

According to table 4.28, the change trend of net profit margin, assets turnover and financial 

leverage can be found. In the table, assets turnover was decreasing during fiscal 2011 to 2014, 

and there was a little increase in 2015. The maximum is 190% in 2011 and the minimum is 

163% in 2014. To the opposite, the value of financial turnover was increasing during fiscal 

2011 to 2014, and there was a little increase in 2015. The maximum is 507% in 2014 and 

minimum is 326% in 2011. 

 

The change of net profit margin is very volatile that it changed a lot every year. In 2012 and 

2014, the value of net profit margin is negative. Comparing with the change of ROE, it can be 

find that the changing trend of ROE is the same as the changing trend of net profit margin. It 

means the change of net profit margin influenced a lot on the change of ROE. 

 

Table 4.29 shows the change of the ratios during fiscal 2011 to 2015 and it can be found 

obviously that the change of net profit margin is changing volatilely. And the relative change 

every period is negative and greater than 100%.  
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Table 4. 29: change of the ratios (2011 to 2015) 

 

 2011-2012 2012-2013 2013-2014 2014-2015 

 Absolute 

change 

Relative 

change 

Absolute 

change 

Relative 

change 

Absolute 

change 

Relative 

change 

Absolute 

change 

Relative 

change 

Net  

profit 

margin 

-0.01376 -104.9% 0.00432 -676.5% -0.00639 -173.6% 0.00828 -305.7% 

Assets 

turnover 

-0.02532 -1.331% -0.02268 -1.208% -0.22127 -11.94% 0.00242 0.148% 

Financial 

leverage 

0.71526 21.949% 0.14656 3.688% 0.95392 23.150% -0.18476 -3.641% 

 

According to method of gradual changes, we can calculate the absolute change of influence 

made by the three ratios in a certain period. The absolute change of influence is calculated in 

6 different orders. 

 

Table 4. 30: Influence of every factor in ROE during fiscal 2011 to 2015 

 

 2011-2012 Order  2012-2013 Order  2013-2014 Order  2014-2015 Order  

EAT/Rev -0.08530 1 0.03221 1 -0.04880 1 0.06858 1 

Rev/A 0.00005 2 -0.00033 2 0.00247 2 0.00007 2 

A/E -0.00086 3 0.00100 3 -0.00422 3 -0.00168 3 

Sum -0.08611  0.03287  -0.05055  0.06697  

 

As it is showed by the four tables above, net profit margin is always the greatest influence 

factor during fiscal 2011 to 2015. And every time there is a drop of ROE, the absolute change 

of influence made by net profit margin is negative. This also indicates the influence made by 

net profit margin. On the other hand, the absolute change made by assets turnover and 

financial is little. This means these two ratios are quite stable during the fiscal 2011 to 2014 

while Amazon is growing its business. And it indicates that the financial condition of Amazon 

is stable. 
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4.4 Evaluation of results 

 

According to the analysis of Amazon, it can be conclude as follows. 

 

The liquidity ratios of Amazon are quite stable during fiscal 2011 to 2015 and the value of 

every ratio is around a certain period and the three ratios are decreasing during fiscal 2011 to 

2013, then increasing during fiscal 2013 to 2014 and during fiscal 2014 to 2015 the ratio 

decreased again. According to table 4.12 to table 4.14, it can be found that Amazon owns the 

ability to payback its current liabilities by current assets fully. The financial stability ratios are 

increasing during fiscal 2011 to 2014 and then there is a decrease during 2014 to 2015. The 

change reflects that Amazon is controlling its liabilities well. As a result, the financial 

condition of Amazon is stable. 

 

Profitability ratios of Amazon is changing rapidly and there is an obviously drop of these 

ratios and it happened in 2014.  And in 2015, there is an increase of the ratios. This indicates 

that the cost of Amazon is changing rapidly during fiscal 2011 to 2015. And according to 

graph 4.2 and chart 4.2, it can be find that although the revenue of Amazon is rapidly 

increasing during fiscal 2011 to 2015, the increase of its cost of revenue is stable. And the 

proportion of total operating expenses in total expenses is increasing. This means Amazon is 

controlling its cost of revenue well but its total operating expenses is increasing. 

 

With the increasing of revenue, the operating expenses and income taxes of Amazon is 

increasing. And this lead to the rapidly change of net profit margin and the change in ROE. 

 

According to pyramidal decomposition of ROE, it is found that the factor influenced ROE 

mostly is net profit margin. And the value of net profit margin is influenced by earning after 

tax and total revenue. During fiscal 2011 to 2015, total revenue and total expenses were 

increasing generally. The changing of total revenue and expenses influences the value of 

earning after tax. As a result, earning after tax influenced ROE obviously. 

 

According to the analysis and description of Amazon, it can be found that Amazon is well 

performed during fiscal 2011 to 2015. 
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5. Conclusion 

 

In this thesis, chapter 1 describes this thesis generally and it tells the main content of this 

thesis. In chapter 2, some financial concepts are introduced. It can be found that financial 

analysis methods used in chapter 4 was mentioned in chapter 2. In chapter 3, the development 

of Amazon was described in detail. And chapter 4, it is the most important part of this thesis 

and financial condition of Amazon was analyzed. It tells financial condition of Amazon 

during fiscal 2011 to 2015. 

 

According to the introduction and financial analysis in last few chapters, it can be concluded 

as follows. 

 

Amazon is an American electronic commerce and cloud computing company. Its business 

include online selling, book publishing and so on. After developing for more than 20 years, 

Amazon has become one of the biggest companies in electronic commerce.  

 

According to the items of financial statements used in chapter 4, it can be found that Amazon 

is keeping growing during fiscal 2011 to 2015 that the value of total revenue is increasing. 

Although the expenses of Amazon are increasing and the net income is changing rapidly, the 

capitalization of Amazon is keeping growing. This meant Amazon was managed well during 

fiscal 2011 to 2015. 

 

In recent few years, electronic commerce is developing and Amazon is developing as well. 

According to the analysis and description of Amazon, it can be found that Amazon is well 

performed during fiscal 2011 to 2015. As it is shown in chapter 3 and 4, the strategy is 

specific and its operation is conducted well. And this industry is developing while the 

competition is fiercer. It is obvious that the future of Amazon is promising.  
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Annex 1: 

Balance sheet 

Fiscal year ends in December. USD in 

millions except per share data. 

12-

2011 

12-

2012 

12-

2013 

12-

2014 

12-

2015 

Assets      

Current assets      

Cash      

Cash and cash equivalents 5269 8084 8658 14557 15890 

Short-term investments 4307 3364 3789 2859 3918 

Total cash 9576 11448 12447 17416 19808 

Receivables 2571 3364 4767 5612 6423 

Inventories 4992 6031 7411 8299 10243 

Deferred income taxes 351 453    

Total current assets 17490 21296 24625 31327 36474 

      

Non-current assets      

Property, plant and equipment      

Land  2966 4584 7150 9770 

Fixtures and equipment 3216 6228 9505 14213 18417 

Other properties 2570 388 720 1367 1866 

Property and equipment, at cost 5786 9582 14809 22730 30053 

Accumulated Depreciation -1369 -2522 -3860 -5763 -8215 

Property, plant and equipment, net 4417 7060 10949 16967 21838 

Goodwill 1955 2552 2655 3319 3759 

Intangible assets 647 725 645   

Deferred income taxes 28 123   1084 

Other long-term assets 741 799 1285 2892 2289 

Total non-current assets 7788 11259 15534 23178 28970 

Total assets 25278 32555 40159 54505 65444 

      

Liabilities and stockholders' equity      

Liabilities      

Current liabilities      

Accounts payable 11145 13318 15133 16459 20397 

Accrued liabilities 3751 5684 6688 9807 10384 

Deferred revenues   1159 1823 3118 

Total current liabilities 14896 19002 22980 28089 33899 

Non-current liabilities      

Long-term debt 255 3084 3191 8265 8235 

Capital leases 1160 746 1990 4224 5948 



 
 

Deferred taxes liabilities   571 1021  

Other long-term liabilities 1210 1531 1681 2165 3978 

Total non-current liabilities 2625 5361 7433 15675 18161 

Total liabilities 17521 24363 30413 43764 52060 

      

Stockholders' equity      

Common stock 5 5 5 5 5 

Additional paid-in capital 6990 8347 9573 11135 13394 

Retained earnings 1955 1916 2190 1949 2545 

Treasury stock -877 -1837 -1837 -1837 -1837 

Accumulated other comprehensive income -316 -239 -185 -511 -723 

Total stockholders' equity 7757 8192 9746 10741 13384 

      

Total liabilities and stockholders' equity  25278 32555 40159 54505 65444 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

Annex 2:  

Income statement 

Fiscal year ends in December. USD in millions 

except per share data. 

12-

2011 

12-

2012 

12-

2013 

12-

2014 

12-

2015 

Revenue 48077 61093 74452 88988 107006 

Cost of revenue 37288 45971 54181 62752 71651 

Gross profit 10789 15122 20271 26236 35355 

      

Operating expenses      

Sales, General and administrative 6864 9723 12847 16650 20411 

Other operating expenses 3063 4723 6679 9408 12711 

Total operating expenses 9927 14446 19526 26058 33122 

Operating income 862 676 745 178 2233 

Interest Expense 65 92 141 210 459 

Other income (expense) 137 -40 -98 -79 -206 

Income before income taxes 934 544 506 -111 1568 

Provision for income taxes 291 428 161 167 950 

Other income -12 -155 -71 37 -22 

Net income from continuing operations 631 -39 274 -241 596 

Net income 631 -39 274 -241 596 

Net income available to common shareholders 631 -39 274 -241 596 

      

Earnings per share      

Basic 1.39 -0.09 0.6 -0.52 1.28 

Diluted 1.37 -0.09 0.59 -0.52 1.25 

      

Weighted average shares outstanding      

Basic 453 453 457 462 467 

Diluted 461 453 465 462 477 

 

 

 

 

 

 

 

 

 

 



 
 

Annex 3: 

Statement of cash flow 

Fiscal year ends in December. USD in millions 

except per share data. 

12-

2011 

12-

2012 

12-

2013 

12-

2014 

12-

2015 

Cash Flows From Operating Activities      

Net income 631 -39 274 -241 596 

Depreciation & amortization 1083 2159 3253 4746 6281 

Investments losses (gains) -4 -9 1 -3 5 

Deferred income taxes 136 -265 -156 -316 81 

Stock based compensation 557 833 1134 1497 2119 

Accounts receivable -866 -861  -1039 -1755 

Inventory -1777 -999 -1410 -1193 -2187 

Accounts payable 2997 2070 1888 1759 4294 

Accrued liabilities 1067 1038 736 706 913 

Other working capital 43 275 -447 741 1292 

Other non-cash items 36 -22 202 185 281 

Net cash provided by operating activities 3903 4180 5475 6842 11920 

Cash Flows From Investing Activities      

Investments in property, plant, and equipment -1811 -3785 -3444 -4893 -4589 

Acquisitions, net -705 -745 -312 -979 -795 

Purchases of investments -6257 -3302 -2826 -2542 -4091 

Sales/Maturities of investments 6843 4237 2306 3349 3025 

Net cash used for investing activities -1930 -3595 -4276 -5065 -6450 

Cash Flows From Financing Activities      

Long-term debt issued 177 3378 394 6359 353 

Long-term debt repayment -444 -588 -1011 -1933 -4235 

Excess tax benefit from stock based compensation 62 429 78 6 119 

Repurchases of treasury stock -277 -960    

Net cash provided by (used for) financing activities -482 2259 -539 4432 -3763 

Effect of exchange rate changes 1 -29 -86 -310 -374 

Net change in cash 1492 2815 574 5899 1333 

Cash at beginning of period 3777 5269 8084 8658 14557 

Cash at end of period 5269 8084 8658 14557 15890 

Free Cash Flow      

Operating cash flow 3903 4180 5475 6842 11920 

Capital expenditure -1811 -3785 -3444 -4893 -4589 

Free cash flow 2092 395 2031 1949 7331 

Supplemental schedule of cash flow data      

Cash paid for income taxes 33   177 273 

Cash paid for interest 14   91 478 

 



 
 

Annex 4: 

The influence of every factor to ROE  

 

The influence of every factor to ROE during fiscal 2011 to 2012 

order 1 2 3 4 5 6 MIX MAX 

EAT/Rev -0.08530 -0.08530 -0.08417 -0.10264 -0.10403 -0.10264 -0.10403 -0.08417 

Rev/A 0.00005 0.00006 -0.00108 -0.00108 0.00006 -0.00132 -0.00132 0.00006 

A/E -0.00086 -0.00087 -0.00086 0.01762 0.01785 0.01785 -0.00087 0.01785 

sum -0.08611 -0.08611 -0.08611 -0.08611 -0.08611 -0.08611   

 

 

The influence of every factor to ROE during fiscal 2012 to 2013 

order 1 2 3 4 5 6 MIX MAX 

EAT/Rev 0.03221 0.03221 0.03182 0.03299 0.03339 0.03299 0.03182 0.03339 

Rev/A -0.00033 -0.00034 0.00006 0.00006 -0.00034 0.00006 -0.00034 0.00006 

A/E 0.00100 0.00101 0.00100 -0.00017 -0.00018 -0.00018 -0.00018 0.00101 

sum 0.03287 0.03287 0.03287 0.03287 0.03287 0.03287   

 

 

The influence of every factor to ROE during fiscal 2013 to 2014 

order 1 2 3 4 5 6 MIX MAX 

EAT/Rev -0.04880 -0.04880 -0.04298 -0.05293 -0.06010 -0.05293 -0.06010 -0.04298 

Rev/A 0.00247 0.00304 -0.00336 -0.00336 0.00304 -0.00413 -0.00413 0.00304 

A/E -0.00422 -0.00479 -0.00422 0.00573 0.00651 0.00651 -0.00479 0.00651 

sum -0.05055 -0.05055 -0.05055 -0.05055 -0.05055 -0.05055   

 

 

The influence of every factor to ROE during fiscal 2014 to 2015 

order 1 2 3 4 5 6 MIX MAX 

EAT/Rev 0.06858 0.06858 0.06868 0.06618 0.06609 0.06618 0.06609 0.06868 

Rev/A 0.00007 0.00007 -0.00003 -0.00003 0.00007 -0.00003 -0.00003 0.00007 

A/E -0.00168 -0.00168 -0.00168 0.00082 0.00082 0.00082 -0.00168 0.00082 

sum 0.06697 0.06697 0.06697 0.06697 0.06697 0.06697   

 


