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Course Project on Amazon Performance Analysis 
 

1. Introduction 
Amazon.com, Inc. is an e-commerce and technology company comprising three primary divisions: national, 
international, and AWS. The national and international segments focus on providing online retail services to 
both suppliers and consumers, with online retailers serving as the primary suppliers who sell their products 
through Amazon’s platform. In addition to facilitating these transactions, Amazon also offers marketing and 
advertising services to support its third-party suppliers. The third division, Amazon Web Services (AWS), 
delivers cloud computing, storage, and related services to a diverse client that includes start-ups, large 
enterprises, government agencies, and academic institutions. 

2. Cost of Capital 

Amazon’s company-wide Weighted Average Cost of Capital (WACC) is calculated at 8.60%. Given that 
Amazon operates through three primary divisions—U.S., International, and AWS—individual WACC values 
were also computed for each division. The divisional WACCs are 7.47% for the U.S. segment, 9.50% for the 
international segment, and 9.21% for AWS. The detailed computation is presented in the table below. 

For the U.S. and AWS divisions, the pure play method was applied to estimate their respective WACCs. The 
selected pure play companies used for each division are listed below. 

Segment 1 – National: Walmart & Ebay.com 

Segment 2: International (Germany, UK, Japan, Others) 

Segment 3 – AWS: Equinix Inc. & Digital Ocean 

For the purpose of calculating divisional WACCs using the pure play method, comparable companies were 
identified for each Amazon business segment. For Segment 1 – National, Walmart and eBay.com were 
selected as representative pure play firms due to their significant presence in the U.S. retail market. Segment 
2 – International includes operations in key regions such as Germany, UK, Japan, and other countries, 
where regional risk adjustments were made instead of using direct pure play comparisons. For Segment 3 – 
AWS, Equinix Inc. and DigitalOcean were chosen as pure play companies, reflecting their alignment with 
cloud infrastructure and services similar to Amazon Web Services.  

The International divisional WACC was calculated using resources provided by Aswath Damodaran (see 
notes in sheet below) and approximated by adding the default spread ratings for Amazon’s primary countries 
of operation to the national WACC (division 1). These international WACCs by region were then weighted 
against their overall contribution (in percent sales) to the international division as a whole and summed 
together to provide the international division WACC.  
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As shown in the table above, the company-wide WACC was calculated to be 8.60%, while the weighted 
average of the divisional WACCs, based on each division’s contribution to total sales, was 8.22%. The 
difference of 0.38% between the company-wide WACC and the weighted divisional WACC lends additional 
confidence to the accuracy and reliability of the divisional WACC estimates. 

 

3. Stock Performance  
When evaluating the stock performance of Amazon.com, Inc., it is evident that the company has 
underperformed its primary national competitor, Walmart. Between 2022 and the present, Walmart’s 
stock has grown by 76.86%, whereas Amazon’s stock has increased by only 19.69%. In comparison to the 
Nasdaq Composite Index, Amazon has also slightly underperformed, with the index showing an overall 
growth of 21.98% during the same period. However, when measured against one of its major international 
competitors, Alibaba.com, Amazon has outperformed, indicating stronger relative performance in the 
global arena. 
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Figure 2: Stock Performance Comparison of AMZN, WMT, BABA, & Nasdaq Composite Index over a three-year time frame. 
Source: MarketWatch.com 
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Company Wide Book Value EVA 

 

EVA for Amazon.com, Inc. was calculated using the two equations below:  

EVA = [(NOPLAT/Invested Capital) – Cost of Capital] * Invested Capital 

NOPLAT = EBIT – Taxes on EBIT 

Since the book value EVA is $13.4 billion the company has historically generated positive returns for their 
investors. This is reflected in the competitively increasing stock price over the last three years for the 
company.  

 

Company Wide Market Value EVA 

 
With a positive EVA based on the market value of $236 billion, the company has outperformed investors’ 
expectations right now. Amazon is greatly surpassing its book value EVA of $13.4 billion. This signals a 
strong current performance of the company and increases investor confidence since the company can create 
substantial value in its operations and provide a high return on capital.  
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Divisional EVAs 

 

When calculating the book value EVA for each division of Amazon, it is assumed that the invested capital can 
be weighted against the percent of revenue each division creates against the total revenues of AMZN. As 
shown above, we can see that both the national and international divisions of Amazon.com, Inc. have 
historically destroyed value while the AWS segment has created value.  

 

4. Overall Company Performance  
Amazon has demonstrated overall operational efficiency, particularly when assessed through the lens of its 
company-wide Economic Value Added (EVA). A positive book value EVA of $13,426.43 million and a 
significantly higher market value EVA of $235,991 million indicate that Amazon is generating returns well 
above its cost of capital—signifying strong financial discipline and effective capital utilization. 

However, efficiency levels vary notably across divisions: 

• AWS (Amazon Web Services) stands out as the primary driver of value, delivering a substantial EVA 
of $24,109.97 million, which underscores its critical role in Amazon’s overall financial performance. 

• In contrast, the National and International retail segments reported negative EVAs of –$1,785.62 
million and –$7,091.85 million, respectively. These figures suggest that both divisions are failing to 
cover their cost of capital and are currently eroding value. 

Among all business units, only AWS contributes positively to value creation—and it does so at a scale 
significant enough to offset the losses from Amazon’s retail operations. 

Amazon’s overall value creation is evident in its large, positive EVA, particularly when assessed on a market 
value basis. This reflects strong investor confidence in Amazon’s long-term growth potential, driven by AWS’s 
leadership in cloud computing and the company’s broader technological capabilities. Nonetheless, the 
negative EVA in retail segments points to value destruction, likely resulting from rising input costs, logistical 
challenges, and the pressure of operating in highly competitive, low-margin retail environments. 

Historically, Amazon’s performance has been fueled by AWS’s rapid growth, strong margins, and scalability. 
Additional drivers include sustained investments in logistics, R&D, global market expansion, and strong brand 
equity that supports customer loyalty. However, narrow retail margins and high costs associated with 
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international expansion have contributed to underperformance in those areas, as reflected in their negative 
EVA figures. 

To enhance its overall value, Amazon could consider several strategic initiatives: 

• Enhance Retail Efficiency: Optimize logistics and cost structures in national and international 
markets, shift the focus from scale to profitability in global operations, and leverage automation and 
AI to reduce operational overhead. 

• Realign Divisional Strategy: Prioritize capital allocation toward high-return segments such as AWS, 
advertising, and Prime services, where growth potential and margin profiles are stronger. 

• Reassess Underperforming Segments: Evaluate international markets that consistently 
underperform, reduce exposure to unprofitable regions, and reallocate resources to higher-margin 
products and geographies with stronger demand potential. 

 

Appendix 

(1) https://www.marketwatch.com/investing/stock/amzn 
(2) https://finance.yahoo.com/quote/AMZN/ 
(3) eBay (EBAY) Balance Sheet - Investing.com 
(4) https://www.wsj.com/market-data/quotes/WMT/financials/annual/balance-sheet 
(5) https://finance.yahoo.com/quote/EQIX/balance-sheet/ 
(6) https://www.marketwatch.com/investing/stock/eqix?mod=mw_quote_recentlyviewed 
(7) https://www.marketwatch.com/investing/stock/docn/financials/balance-sheet/quarter 
(8) https://finance.yahoo.com/quote/DOCN/balance-sheet/ 
(9) Country Risk Premium for calculating International WACC ctryprem.xlsx 
(10) Amazon Country wise market Amazon top markets net sales 2024| Statista 
(11) ValueLine for Beta - Value Line - Research - Dashboard  
(12) US Treasury for Risk Free Rate - Resource Center | U.S. Department of the Treasury 
(13) Corporate and Agency Bonds | FINRA.org 
(14) S&P Global Ratings affirms Walmart at "AA" (Local Currency LT credit rating); outlook stable 
(15) S&P Global Ratings affirms eBay at "BBB+" (Foreign Currency LT credit rating); outlook stable 
(16) Amazon 10K -  0001018724-25-000004 
(17) Amazon Latest Quarterly Results- Amazon.com, Inc. - Amazon.com Announces Fourth Quarter 

Results 
(18) 2025 Golden Slide from course lecture  

https://www.marketwatch.com/investing/stock/amzn
https://finance.yahoo.com/quote/AMZN/
https://www.investing.com/equities/ebay-inc-balance-sheet
https://www.wsj.com/market-data/quotes/WMT/financials/annual/balance-sheet
https://www.marketwatch.com/investing/stock/eqix?mod=mw_quote_recentlyviewed
https://finance.yahoo.com/quote/DOCN/balance-sheet/
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fpages.stern.nyu.edu%2F~adamodar%2Fpc%2Fdatasets%2Fctryprem.xlsx&wdOrigin=BROWSELINK
https://www.statista.com/statistics/672782/net-sales-of-amazon-leading-markets/#:~:text=Net%20sales%20of%20Amazon%20in%20leading%20markets%202014%2D2024&text=With%20438%20billion%20U.S.%20dollars,with%2037.9%20billion%20U.S.%20dollars
https://research.valueline.com/secure/dashboard
https://home.treasury.gov/resource-center/data-chart-center/interest-rates/TextView?type=daily_treasury_yield_curve&field_tdr_date_value=2025
https://www.finra.org/finra-data/fixed-income/corp-and-agency
https://cbonds.com/news/2887367/
https://cbonds.com/news/2375451/
https://s2.q4cdn.com/299287126/files/doc_financials/2024/q4/e42c2068-bad5-4ab6-ae57-36ff8b2aeffd.pdf
https://ir.aboutamazon.com/news-release/news-release-details/2025/Amazon-com-Announces-Fourth-Quarter-Results/
https://ir.aboutamazon.com/news-release/news-release-details/2025/Amazon-com-Announces-Fourth-Quarter-Results/
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(19) Damodaran rating spread sheet 
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(20) Amazon 10k Consolidated Statements of Operations 
 

 
 

(21) Amazon 10k Consolidated Balance Sheets 
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(22) Quarterly Balance Sheet for Amazon 
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(23) Quarterly Balance Sheet for Walmart 
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(24) Quarterly Balance Sheet for eBAY 
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(25) Quarterly Balance Sheet for Equinix Inc 
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(26) Quarterly Balance Sheet for Equinix Inc for referring Non-Current Deferred Tax Liability 
 

 
 

(27) Quarterly Balance Sheet for DigitalOcean Holdings Inc. 
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(28) Quarterly Balance Sheet for DigitalOcean Holdings Inc for referring Non-Current Deferred Tax Liability 
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