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Security Update Report

Amazon.com, Inc. 

Prepared by Allison Ikeda

Presented on September 30, 2008

Recent Company Development

Amazon.com, Inc., incorporated in 1994, operates retail Websites, which enable its consumers to buy and sell products, as well as discover new things they want to buy online, ranging from digital downloads to toys to apparel to auto and industrial.  It is organized into two principal segments: North America and International (UK, France, Japan). They sell a range of products worldwide.  They are expanding into the fabric network by setting up online fabrics store and improving the social network for booklovers through Shelfari. One of their most groundbreaking products is the Amazon Kindle, which they designed, manufacture, market, and sell.  The Kindle represents a significant opportunity for the company to grow. Amazon’s international exposure should yield results over the next few years as emerging economies continue to grow. 

Industry Information 

Current growth for this year is 38.4%, with growth estimated for fiscal year 2009 at 36%. Due to the introduction, and thus far surprising success, of the Kindle, it is entirely possible that next year estimates could reach 38-39%, an extraordinary growth rate for a veteran company. Analyst estimates of $2.11 EPS for fiscal year 2009, assuming the current multiple of 51.38, put the price of AMZN at 106.00/share by December of 2009. Second Quarter operating cash flow was $1.09 billion for the trailing twelve months, compared with $0.89 billion for the trailing twelve months ended June 30, 2007. Full Year 2008 expectations suggest net sales between $19.35 billion and $20.10 billion, or to grow between 30% and 35% compared with 2007. Operating income is expected to be between $745 million and $920 million, or to grow between 14% and 40% compared with 2007. This guidance includes approximately $295 million for stock-based compensation and amortization of intangible assets, and it assumes, among other things, that no additional business acquisitions or investments are concluded and that there are no further revisions to stock-based compensation estimates. 

Security Information
Ticker Symbol:  AMZN


Exchange:  NASDAQ

Price (9/26/08):  70.70

52-Week Range:  61.20-101.09

10-Day Average Trading Volume:  7,710,000

Beta:  2.46
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Competitors

Among its competitors Amazon is better positioned to survive the financial crisis (its main rivals are Ebay and Barnes and Noble.) Ebay is not really comparable because it is an auction house and it has been facing problems, which is good for Amazon. Barnes and Noble is obvious with the competition for book sales. Amazon will do better because it has lower cost for shipping than Barnes, and it taking away from their book consumers.

Conclusion

After the down turn of the market, I would say wait on buying Amazon until the market stabilizes.  Amazon is a good stock and has great potential for growth.  Over the next few months, it should be watched.  
