ANNUAL RATES Past

Past Est'd '12-'14

of change (persh) 10 Yrs. 5Yrs. t0'18-20

Revenues 28.5% 29.0% 18.5%

“Cash Flow” 28.0% 27.5% 23.0%

Earnings -11.5% -40.0% NMF

Dividends - -- Nil

Book Value - 245% 24.0%

Cal- QUARTERLY REVENUES ($ mill.) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2012 |13185 12834 13806 21268 |61093
2013 |16070 15704 17092 25586 | 74452
2014 |19741 19340 20579 29328 | 88988
2015 22717 23185 25358 34990 [106250
2016 |27400 27870 30045 39685 [125000
Cal- EARNINGS PER SHARE A Full
endar [Mar.31 Jun.30 Sep.30 Dec.31| VYear
2012 .28 01 d23 21 29
2013 18 d02  d.09 51 59
2014 23 d27  d95 45 d.52
2015 | d.12 19 17 136 1.60
2016 .65 .95 90 2.00 450
Cal- QUARTERLY DIVIDENDS PAID Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2011

2012 NO CASH DIVIDENDS

2013 BEING PAID

2014

2015

Since our August review, shares of
Amazon.com are trading roughly 18%
higher in price. This uptick came after
the company reported better-than-
expected September-period financial re-
sults. Indeed, revenues increased more
than 23%, to roughly $25.4 billion, thanks
to a solid rise in worldwide volumes as
global active customer accounts continue
to swell. Additional benefits are stemming
from new product offerings like the recent-
ly introduced Fire tablet, and Fire TV
devices, as well as original series program-
ming. The continued rolling out of Prime
Now to eight metro areas allows members
to have tens of thousands of daily essen-
tials delivered free within two hours, or
within one hour paid. That service is now
offered in 17 different locations around the
world. At the same time, the company con-
tinues to expand its geographic footprint
for its regular services. On the profitability
front, cost of goods sold declined 500 basis
points as a percentage of the top line. This
was partially offset by a 70-basis-point rise
in operating expenses. On balance, these
factors catapulted AMZN's bottom line
back into positive territory, to $0.17 a
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475| 7.73| 837 1014| 1305| 17.16| 2041 | 2587 | 3566 | 44.78 | 5520 | 75.84 | 105.65 | 134.40 | 162.11 | 191.63 | 227.05 | 264.85 |Revenues per sh 446.30
d1.02 | d93| d21 21 60| 105| 110 95| 174 207| 28| 381 | 377 | 504 768 | 970 | 12.05| 15.30 |“Cash Flow" per sh 25.65
d1.19 | d1.19| d44| do1 40 82 79 451 112 139| 204 | 253 | 137 29 59| d52| 160 | 450 |Earnings pershA 13.85
-- -- -- -- -- -- -- -- -- -- -- -- - Nil Nil |Div'ds Decl'd per sh Nil
83 38 13 lO 11 22 49 52 54 .78 84 217 | 398 | 833 750 | 1054 | 11.75| 12.40 |Cap'l Spending per sh 15,50
J7| d271| d3.86| d3.49| d2.57 | d56 59| 104| 288| 624 | 1184 | 1522 | 17.05 | 18.02 | 21.22 | 23.13| 27.30 | 34.75 |Book Value per sh 75.10
345.16 | 357.14 | 373.22 | 387.91 | 403.35 | 403.35 | 416.00 | 414.00 | 416.00 | 428.00 | 444.00 | 451.00 | 455.07 | 454.55 | 459.26 | 464.38 | 468.00 | 472.00 |Common Shs Outst'g B | 484.00
-- -- -- --| NMF| NMF|{ NMF| NMF| NMF| NMF| 428 | NMF | NMF | NMF | NMF -- | Bold figyres are |Avg Ann'l P/E Ratio 35.0
NMF | NMF| NMF| NMF| NMF| NMF| 28| NMF | NMF | NMF | NMF Value|Line Relative P/E Ratio 2.20
-- -- -- -- -- -- -- -- -- -- -- estimates Avg Ann'l Div'd Yield Nil
CAPITAL STRUCTURE as of 9/30/15 8490 | 10711 | 14836 | 19166 | 24509 | 34204 | 48077 | 61093 | 74452 | 88988 |106250 | 125000 |Revenues ($mill) 216005
. . ) 7% | 55% | 61% | 58% | 6.6% | 58% | 40% | 46% | 54% | 55% | 6.0% | 7.0% |Operating Margin 7.5%
Total Debt $8243.0 mill. Due in 5 Yrs $3127.0mill. ™51 072050 | 246.0 | 287.0 | 378.0 | 568.0 | 10830 | 2150.0 | 3253.0 | 4746.0 | 4900 | 5100 |Depreciation ($mill 5700
LT Debt $8243.0 mill. LT Interest $450.0 mill. 337.9 | 190.0 | 476.0 | 600.0 | 902.0 | 11520 | 6310 | 130.0 | 274.0 | d241.0 750 | 2125 |Net Profit ($mill) 6710
(40% of Cap'l) | 22.0% | 49.6% | 27.9% | 26.1% | 21.8% | 235% |31.2% | NMF | 318% | 31.8% | 35.0% | 35.0% (Income Tax Rate 35.0%
40% | 18% | 32% | 31% | 37% | 34% | 13% 2% 4% | NMF 5% | 1.7% [Net Profit Margin 3.1%
Leases, Uncapitalized: $868.0 mill. 1000.0 | 841.0 | 14500 | 1411.0 | 2433.0 | 3375.0 | 2594.0 | 2294.0 | 1645.0 | 3238.0 | 4405 | 7095 [Working Cap’l ($mill) 22175
No Defined Benefit Pension Plan 1521.0 | 1247.0 | 1282.0 | 687.0 | 109.0 | 460.0 | 853.0 | 3084.0 | 3191.0 | 8265.0 | 8000 | 7800 |Long-Term Debt ($mill) 7200
246.0 | 431.0 | 1197.0 | 2672.0 | 5257.0 | 6864.0 | 7757.0 | 8192.0 | 9746.0 | 10741 | 12775 | 16415 |Shr. Equity ($mill) 36345
Common Stock 468,762,005 shs. 21.7% | 13.6% | 20.8% | 18.9% | 17.1% | 16.0% | 7.7% | 1.6% | 2.7% | NMF| 35% | 8.5% |Returnon Total Cap'l 15.5%
as of 10/14/15 NMF | 44.1% | 39.8% | 225% | 17.2% | 16.8% | 8.1% | 1.6% | 28% | NMF| 6.0% | 13.0% |Return on Shr. Equity 18.5%
MARKET CAP: $293 billion (Large Cap) NMF | 44.1% | 39.8% | 225% | 17.2% | 16.8% | 8.1% | 1.6% | 28% | NMF| 6.0% | 13.0% |Retained to Com Eq 18.5%
CUR$I$WI|ELI\ET POSITION 2013 2014  9/30/15 -- -- -- -- .- -- -- -- .- - Nil Nil [All Div'ds to Net Prof Nil
Cash Assets 12447 17416 14428 | BUSINESS: Amazon.com is a large online retailer. Sales break- PlanetAll, '98; Exchange.com, Accept.com, Alexa, '99; Zappos, '09.
Inventory (Avg Cst) 7411 8299 8981 | down (2014): media (books, music, and videos; 25% of sales), Has about 154,100 employees. Officers/directors own 18.2% of
éIR&O A er 22(7;25; 3?;%% zggjg electronics (68%); other (7%). International sales, 38% of total. common stock (including Mr. Bezos' 18.0%) (4/15 proxy). Presi-
Agggrga ssbelts 15133 16450 14437 Third-party sellers (Marketplace) account for about 18% of sales. dent, Chairman & CEQ: Jeffrey Bezos. Incorporated: Delaware. Ad-
Debt Dueya e 753 1520 " | Seasonality: Q4 accounted for 33% of '14 revenue. Acquired Inter- dress: 410 Terry Avenue North, Seattle, WA 98109-5210. Tele-
Other 7094 10110 12220 | net Movie Database, Bookpages, Telebook, '98; Junglee and phone: 206-266-1000. Internet: www.amazon.com.
Current Liab. 22980 28089 26657

share. This was well above our earlier call.
Consequently, we have raised our
2015 earnings estimate by $0.55, to
$1.60 a share. This would represent a
vast improvement over 2014's easy com-
parison, thanks to geographic expansion
and new product offerings.

The balance sheet is in decent shape
at this time. Although cash and equiv-
alents have declined 17% so far this year,
that financial cushion still sits at roughly
$14.4 billion. At the same time, the long-
term debt load has remained relatively un-
changed, and represents a manageable
40% of the capital structure.

Interested investors may have to
patiently await a more attractive
entry point into timely Amazon
shares. The recent bottom-line improve-
ments have sent the stock price sharply
higher. However, we remain cautious
given the company’s difficulties with
regard to sustainable earnings growth in
the past. At its recent quotation, AMZN is
trading above our Target Price Range,
which assumes traditional valuation
measures will eventually take hold here.
Bryan J. Fong November 13, 2015

(A) Diluted earnings. Excludes goodwill: '02,
(1¢). Includes stock-based compensation: '02,
(19¢); '03, (21¢); '04, (14¢); '05, (20¢); '06,
(24¢); '07, (44¢); '08, (64¢); '09, (77¢).
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cludes merger/acquisition costs: '02, (11¢); '03,
(32¢). Excludes equity in losses: '02, (01¢). Ex-
cludes other nonrecurring items: '04, 54¢; '05,
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(B) In millions.
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