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1. Preparing the Financial Statements and Information Flows
The spreadsheets contain accounting/financial statements; income statements, balance sheets, cash flow statements, and historical stock prices for the last three years for Amazon and Google. There is a worksheet with all the financial information flows for the last three years (2015- 2017 financial years). 
2. Three-Year Investment Returns
The Amazon.com has an average stock-price return of 207.63%, which indicate a high performance over the past three years. (E12,WB4). A stock price return is computed as the difference of the current stock price less (minus) the last-day market price and divides with the last-day trading price. Therefore, the market price return ratio of 207.63 portrays a consistent and high performance for an Amazon.com asset portfolio. 
Conversely, Apple, Inc. has a low stock price return of -30.77 (E5,WB8). The negative outcome indicates a decline in asset performance and potential loss-making for an investor. Importantly, a comparison analysis that evaluates the market price return for the two companies can influence the investors’ decision-making. Notably, the superior performance for an Amazon.com demonstrates consistency and possibility of profit making for the investors who buy such an asset. 
3.     Financial Calculations
a.    The rate of return on equity capital
It describes the returns per shilling of equity invested and provides a basis for comparison with the rates of return on non-farm investments (Gatti, 2012). Greater than one profitability ratios indicate that borrowed loan has generated the additional returns reflecting thereby the sound investment. The return on equity is computed as the percentage of net income generated using the shareholders’ equity. 
Evidently, the Amazon.com rate of return on equity has varied over the past three years. The company registered the highest margins of 12.29% (2371,000÷19,285,000)*100) in 2016, which manifests the most profitability recorded in the past (E16,WB1). However, the company recorded a decline in return on equity on the successive 2017 year because the profitability declined to 10.95% (3033000÷27709000)*100) (E16,WB1). The return on equity for the year 2015 was 4.45% (596,000 ÷ 13,384,000)*100 (E36,WB1). 
The Apple, Inc.’s return on equity fluctuated over the past three years. The highest profitability for the company occurred in 2015 where the company’s return on equity was 44.74% (53394,000 ÷ 119355,000)*100) (E32,WB5). However, the profitability reduced to 35.62% in 2016 (45687,000 ÷ 128249000)*100) (E21WB5). The return on equity for the 2017 rose marginally to 36.07% (48351,000 ÷ 134047,000)*100 (E9WB5). 
b.    debt-to-equity ratio = Total debt/ total shareholders’ equity
If the leverage ratio is higher, the farm operator has larger claims/debt to pay in relation to his equity (Penman, 2007). The following formula is used to calculate debt/equity ratio, debt-to-equity ratio = Total debts/Shareholders’ equity. 
The Amazon.com’s debt-to-equity for the year 2015 was relatively competitive at 0.63:1(8,465,000 ÷13,384,000), which is equivalent to 63% (E32WB1). The debt-to-equity ratio reduced to 45% (8750000÷19285000=0.45:1) in 2015 because of the increases in shareholders’ equity. The debt-to-equity margin increased to 90% (24843000 ÷27,700,000= 0.90:1) in 2017 because of the rise in the debt obligations (E12WB1).
c.    Earnings per Share= net income ÷ number of outstanding shares
The Amazon.com earnings per share margin for the past three years can be summarized as the following:
(i). EPS for the Year 2015
596,000÷5000= $119.20 (E25WB1)
(ii). EPS for the Year 2016
    2,371,000÷5000= $472.20 (E34WB1)
(iii). EPS for the Year 2017
3,033,000÷5000= $606.60 (E14WB1)
Comparatively, the Earnings per Share for the Apple, Inc. has intermitted in the last three years. For example, in 2015, the EPS for the company was $1.95 (53394000÷27416000) (E30WB8). The EPS declined to $1.35 (48351000÷35867000) in 2015 because of the increases in the number of common shares. 2017 recorded a surge in EPS to $1.95 (53394000/27416000) (E7WB8).
d. Price-per-Earnings Ratio = market price per share ÷ EPS
			The PE Ratio is a stock market analysis measures that determine the worth of a share in relation to the prevailing market prices. 
			For the Amazon.com, the company has recorded varied performance over the past three years
(i). PE for the year 2015
		675.89 ÷ 119.20 = 567.02% (E35WB1)
(ii). PE for the year 2016
		749.87÷474.20 =158.13% (E25WB1)
(iii). PE for the year 2017
			1169.47÷606.60 =192.79% (E15WB1)
		Alternatively, the Apple, Inc. recorded a significant PE margin in the three years a showed below
(i). PE for the Year 2015
			105.26÷1.95= 53.98% (E31WB5)
(ii). PE for the Year 2016
			115.82÷ 1.46 = 79.33% (E20WB5)
(iii). PE for the Year 2017
		(169.23 ÷ 1.39)*100%= 121.75% (E8WB5)
e. Profit Margin = Net Profit ÷ Sales *100%
	For the Amazon.com, the company has recorded a marginal increment in the three years
(i).Net Profit for the year 2015:
		(596,000 ÷ 107,006,000)*100%= 0.56% (E37WB1)
(ii). Net Profit Margin for the year 2016:
		(2371,000÷177,866,000)*100%= 1.74% (E27WB1)
(iii). Net Profit for the year 2017:
		(3033000÷117866000)*100%= 1.71% (E17WB1)
		Alternatively, the Apple, Inc. posted a constant net profit margin in the three years as evident in the analysis below
(i).Net Profit for the year 2015:
		(53394,000 ÷ 233715,000)*100%= 22.85% (E33WB5)
(ii). Net Profit Margin for the year 2016:
		 	(45687,000 ÷ 215639,000)*100%= 21.19% (E22WB5)
(iii). Net Profit for the year 2017:
			(48351,000 ÷ 229234,000)*100%= 21.09% (E10WB5)
f. Free-Cash Flow = net cash from operation – interest - operating expenses -principle payable 
			For the Amazon.com, the Free Cash Flow margin reveals a negative net cash balance because of the increases in operation, investment, and debt-financing activities. The Free Cash Free in 2015 was -$127,465,000 {12,039,000-2233000+104,773,000+(238000+8227000) (E33WB1). The Free Cash Flow for the 2016 was similar to the net cash balance attained the previous year. The Free Cash Flow in 2016 was -$127,465,000 = 17,272,000-(4186000+131801000 + (1056000+7694000) (E23WB1). However, the amount of free cash flow increased marginally in 2017 to -$181,017,000 18434000-(84800+173760000+(10000+247443000) (E13WB1). 
			The Apple, Inc. also recorded a negative net Free Cash Flow balances in the three years because of the increased operating, investing, and financing activities. Notably, the Free Cash Flow balance for the year 2015 was the least compared to the other successive years because it attained a net cash balance of -$111,257,000 (81,266,000- (733,000+162,485,000+ 29,309,000). Continued investment further reduced the net cash flow balance in the year 2017 to -112,897,000 (66,231,000- (1,456,000+155,615,000+22,057,000) (E18WB5). The Free Cash Flow balance in 2017 was - $135,002,000 (64,225,000- (2,323,000+167,890,000+ 29,014,000) (E6WB5). 
3. Industry Averages
(a) Financial Industry Ratios
Table 1: Apple Vs. Technology Industry Ratios for 2017
	Metric ratio
	Apple, Inc. (AAPL)
	INDUSTRY

	Net Profit Margin
	21.09%
	18.93%

	Debt-equity
	77%
	159.71%

	Current ratio 
	1.28:1 
	1.08:1

	Return on Equity
	36.07%
	21.76%

	EPS
	$1.35
	12.15

	PE ratio
	121.75
	6.17


(Sources, YahooFinance, 2017 & Reuters, 2017)
Table 2: Amazon and Amazon.com 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

	Return on Equity
	10.95%
	9.46%

	EPS
	$606.60
	-17.96

	PE ratio
	192.79
	63.79


(Sources, YahooFinance, 2017 & Reuters, 2017)
(b) Companies Financial Health
		    Overall, Apple, Inc. has a better financial health compared to the industry peers because of the superior net-profit margin, return on equity, and PE ratio. Evidently, the current asset ratio of 128% (E4,WB5) reveals that the company has a superior liquidity than the average industry liquidity measure of 108%. A higher liquidity performance implies that the company can offset the short-term obligation effectively. Further, a high Return on Equity is an integral profitability ratio that depicts the ability to generate additional revenue from the investors’ contribution. Apple, Inc. has a 36.07% return on equity compared to the average industry ratio of 21.76%, which facilitate the company to attract more investor because of the guaranteed returns. 
     	   On the other hand, Amazon.com has a superior financial health than the industry. The company registered a net profit margin of 1.17%, which is higher than the industry’s average of 0.83% (E5,WB5). However, Amazon.com has an inferior Return on Equity ratio compared to the industry and Apple, Inc., which implies that the former is less profitable from an investor’s point of view. Further, the Amazon.com has a smaller EPS of $1.35 to the Apple, Inc.’s $606.60. Therefore, an investor is likely to invest in favor of an Apple, Inc. stock and overlook the Amazon.com share because of the minimal return on equity as well as low earning per share. 
5. Company’s performance Over Time
a). Financial Strengths and Weaknesses of the Amazon.com
			The primary sources of financial strengths for the Amazon.com emanate from the superior performances in the stock market ratios. Notably, the Price-per-Earnings (P/E) and Earnings per Share (EPS) metrics reveal an attractiveness from the shareholders' point of view. Specifically, the EPS of $606.60 allows the investors to generate a superior profit by longing an Amazon.com portfolio and shorting unattractive assets that include the Apple, Inc. Further, the Amazon.com has a superior P/E return compared to the industry peers. The high P/E ratio reveals the security has a high profitability because of the attractive stock-price returns. 
            However, Amazon.com has profound financial limitations because of the minimal liquidity, profitability, and activity ratios. The company recorded a minimal current return in 2017, which hampers the creditworthiness in 2017. The current ratio of 104% indicates that the company can offset the short-term liabilities using the minimal current assets. A recommended current ratio is 2:1, which indicates Amazon.com is unable to meet the short-term obligations. The debt-to-equity ratio for the company portrays the company has been over-leveraged because the debt represents 63% of the capital contributed. 
b). Financial Strengths and Weaknesses of the Apple, Inc
            The Apple, Inc. has prominent financial advantages and drawbacks that are evident by the different financial ratios. The notable financial strength for an Apple, Inc. emanates from superior return on equity and net profit margin. The Apple, Inc. recorded a return on equity of 36.07% and net profit margin of 21.09%.  A return on equity is a management-efficiency model that outlines the management’s ability to capitalize on shareholders’ equity to make a profit. Moreover, the net-profit margin facilitates an organization to maximize sales activities. 
            However, Apple, Inc. has multiple financial drawbacks that include high debt-to-equity and low EPS. The debt-to-equity and EPS ratios for the Apple, Inc. are inferior to the industry as well as the Amazon.com. Therefore, the less-than industry financial performance portrays profound inadequacies because of the unattractiveness of to external investors. 
c) Differences in Financial Performance between Amazon.com and Apple, Inc,
            The six metrics that portray the differences in the financial performances between the Amazon.com and Apple, Inc. include the current ratio, debt-to-equity, net-profit margin, free cash flow, EPS, and P/E measures. Specifically, the Amazon.com recorded a net-profit margin of 1.71%, which is inferior to Apple, Inc.’s ratio of 21.09%. The Apple, Inc.’s superior net-profit margin indicates a higher profitability because of the ability to maximize the sales activities to generate profit. 
	        Another distinctive difference relates to the Free Cash Flow margin in 2017. The free cash flow is the difference of the cash from the operating activities and capital expenditures.  Amazon.com recorded a deficit-free cash flow of $181,017,000 because of the increases in operation activities, investment, and financing activities. On the other hand, Apple, Inc. posted deficit cash balance of $135,002,000 in 2017. The differences in the net cash balances between the two firms reveal Amazon.com undertook more investment, financing, and operation activities than the Apple, Inc.
6.     Investment
a).  Nature of Industries 
            The Amazon.com and Apple, Inc. companies are considered growth portfolios because of the two portfolios continues to demonstrate a better than average-industry performances. Table 1 and 2 above indicate the two companies have superior financial performance compared to the industry metrics. Notably, the industry P/E ratio of 69.79 is inferior to 192.79 for the Amazon.com and Apple, Inc.’s 121.75. The significant deficit-free cash flow that the two companies exhibit also reveals the growth-nature for the two companies. 
b). Preferred Investment Option
             An investor has an objective to generate a return on equity invested. Therefore, an Amazon.com portfolio is a strategic investment decision because of the high PE ratio 192.79 and $606.60 Earnings per Share.  The high P/E ratio influenced the company to achieve a 207.63% rate of return for the stock price. Further, a superior EPS facilitates the company to generate income using the outstanding ordinary shares. Consequently, increased revenue facilitates and high market stock value facilitates an investor to earn dividend as well as capital gains.  
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