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Review of Financial Ratios
a. Describe how and why each of the ratios has changed over the three-year period
	The current assets ratio has remained relatively unchanged over the three years at 1.04:1, 1.04:1, and 1.05:1 in 2017, 2016, and 2015 respectively. Unchanged current ratio measures the ability of a company to cover its short-liabilities using its current assets. The reason for unchanged current asset implies that the company has not incurred additional short-term obligations.
	The debt-equity ratio is the measure of the relationship between the capital-contributed by the creditor and the capital-contributed by shareholders (Griffin, 2015). The company has experienced variation in its debt-equity ratio over the past three years. The company recorded the highest contribution in 2015 (0.90:1) that reduce in 2016 (0.45:1) and further rises in 2017 (0.63:1). The rise and fall of the equity-debt ratio is dependent on the changes in the debt accrued. 
	The free cash flow ratio is equal to cash from operation minus capital expenditure (Griffin, 2015). The free cash flow has continuously reduced from -127,465,000 to -181,017,000 in 2017 and 2016 respectively. The primary reason that has led to a reduction in the free cash flow is the increases in the net cash from operation activities from $17,292,000 in 2016 to $18,434,000 in 2017. 
	The earning per share ratio represents the efficiency of a management to utilize the outstanding ordinary shares by generating an income (Griffin, 2015). Therefore, the Amazon Company had an improved efficiency in the three years because the EPS increased in six-fold from 2015 to 2017. The EPS increased from 119.20 to 474.20 then to a high 606.60 in 2017. 
[bookmark: _GoBack]	The price/earnings ratio is a market analysis measure that compares the current market-price value to the EPS of a particular security. Amazon has recorded a continuous decline in the P/E margin over the three years because it falls from $567.02 in 2015 to $192.79 in 2017. Multiple systematic and idiosyncratic risks contribute toward volatility of the price per earnings ratio (Griffin, 2015).
	The Return on Equity is another efficiency ratio that compares the management’s ability to capitalize on the shareholders’ equity to generate the net income. The company has recorded mixed outcomes because it recorded a rise from 4.5% in 2015 to 12.3% in 2016. However, the ROE declined in 2017 to 10.95%. 
	The net profit margin is a profitability metric that determines the percentage changes in net profit to the sales revenue (Griffin, 2015). The company has recorded a marginal increment in the net-profit margin from 0.56% in 2015 to 1.71% in 2017. 
b. Describe how three of the ratios you calculated for your company compare to the general industry. 
Table 1: Industry Financial Ratios comparison
	Metric ratio
	Amazon.com (AMZN)
	INDUSTRY

	Net Profit Margin
	1.71%
	0.83%

	Debt-equity
	0.63
	0.72

	Current ratio 
	1.04:1 
	1.62:1


(Sources, NASDAQ)
	Table 1 above reflects a relative underperformance of the Amazon.com compared to the industry’s average over the three years. Notable, Amazon.com underperformed in relation to the management of debt-equity because it differs with a margin of -0.09. 
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