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Amazon (AMZN US)

1Q earnings beat; pace of earnings growth to
enter a healthy stage

Amazon announced (2 May HKT) 1Q25 results: revenue was US$155.7bn, up
8.6% YoY (1Q24: 12.5%), inline with both our forecast and Bloomberg
consensus estimate, and total operating profit was US$18.4bn, up 20% YoY,
2/5% better than our estimates/consensus, mainly driven by OPM margin beat
in AWS segment, thanks to ongoing operating efficiency improvement.
Management guided for US$159.0-164.0bn revenue for 2Q25E (consensus:
US$161.4bn), implying 7-11% YoY growth, and US$13.0-17.5bn operating
profit (consensus: US$17.8bn) after accounting for regular impact from step-up
in share-based compensation annually, and additional Project Kuiper related
expenses to be booked. We lower 2025-2027E revenue/OP forecast by 0.5-
0.8%/3.2-5.1% to factor in additional Kuiper expenses, and our target price is
lowered by 8% to US$247.0 (was US$268.0), based on 18.3x EV/EBITDA (was
18.5x), inline with the two-year trading average. We are looking for 18% YoY
growth in OP in 2025E aided by optimization in cost to serve and improvement
in scale effect, which we believe could be the key stock price driver in 2025E.
Maintain BUY.

B AWS: revenue growth fluctuated while margin expansion continued.
In 1Q25, AWS inked revenue of US$29.3bn, up 16.9% YoY (1Q24: 17.2%;
40Q24: 18.9%), in line with consensus, while management attributed the
fluctuation in revenue growth to sales cycle. Management highlighted that
Al-related cloud revenue still saw triple-digit YoY growth in 1Q25, noted that
supply constraints still persist, and is expecting for a relaxation in the coming
months. Operating profit for AWS segment was US$11.5bn in 1Q25, up
23% YoY, and was 11% ahead of consensus, translating into a 39.5% OPM
(1Q24: 37.6%; 4Q24: 36.9%), driven by ongoing operating efficiency
improvement aided by enhancement in infrastructure capability and scale
effect. Pace of margin expansion for AWS could fluctuate in the coming
quarters, in our view, as Al-related cloud services currently have relatively
a lower-than-segment average margin, and is ramping up quickly. Cash
capex plus finance leases was US$24.3bn in 1Q25 (4Q24: US$26.3bn).

B NA and international business segments delivered ongoing margin
expansion. The ongoing improvement in cost to serve continued to help
drive operating margin expansion for both North America (NA) and
international segments in 1Q25. In 1Q25, Amazon’s NA business recorded
revenue of US$92.9bn, up 7.6% YoY, inline with consensus, while OPM
expanded by 0.5ppt YoY to 6.3% (consensus: 6.5%). For international
segment, revenue was US$33.5bn, up 4.9% YoY, 1% ahead of consensus,
and operating margin improved by 0.2ppts YoY to 3.0%, 0.1ppts ahead of
consensus. Management noted that it has recorded one-time charges
related to some historical customer returns that have not yet been resolved,
and some costs to receive inventory that was pulled forward into 1Q25
ahead of anticipated tariffs. Without these charges, OPM for
NA/international segment would have been 7.2%/3.7%, respectively.

B Assessing tariff impact. Regarding impact from tariffs on store business,
management noted that it has seen some heightened buying in certain
categories that may indicate stocking up in advance, but has not seen any
attenuation of demand yet. It believes, compared with peers, Amazon has
a broader base of product selection and global sellers, and should be better
positioned to weather the uncertainties.
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Earnings Summary
(YE 31 Dec) FY23A FY24A FY25E FY26E FY27E
Revenue (US$ mn) 574,785 637,959 699,039 762,940 828,219
YoY growth (%) 11.8 11.0 9.6 9.1 8.6
Net profit (US$ mn) 30,425.0 59,248.0 69,642.3 81,559.8 98,202.2
YoY growth (%) na 94.7 175 17.1 20.4
EPS (Reported) (US$) 2.90 5.61 6.52 7.55 9.00
Consensus EPS (US$) na na 6.16 7.37 9.06
P/E (x) 64.3 33.2 28.6 24.7 20.7
P/B (x) 9.7 7.1 54 4.2 34
Source: Company data, Bloomberg, CMBIGM estimates
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Figure 1: Amazon quarterly results review and comparison with consensus

1Q25  nigroy,
1Q24 2Q24 3Q24 4Q24 1Q25 Consensus
Online Stores 54.7 55.4 61.4 75.6 57.4 56.8 1.0%
YoY Growth 7.0% 4.6% 7.2% 7.1% 5.0%
Third-Party Seller Services 34.6 36.2 37.9 47.5 36.5 37.0 | -1.3%
YoY Growth 16.0% 12.0% 10.3% 9.0% 5.5%
AWS 25.0 26.3 275 28.8 29.3 29.4  -0.3%
YoY Growth 17.2% 18.7% 19.1% 18.9% 16.9%
Subscription Services 10.7 10.9 11.3 11.5 11.7 11.6 0.6%
YoY Growth 11.0% 9.8% 10.9% 9.7% 9.3%
Advertising Services 11.8 12.8 14.3 17.3 13.9 13.8 1.1%
YoY Growth 24.3% 19.5% 18.8% 18.0% 17.7%
Physical Stores 5.2 5.2 5.2 5.6 55 54 2.3%
YoY Growth 6.3% 3.6% 5.4% 8.3% 6.4%
Other (New) 13 13 13 1.6 13 1.1 @ 15.0%
YoY Growth 22.9% -6.3% 7.1% 16.8% 4.0%
Total revenue 143.3 148.0 158.9 187.8 155.7 155.2 0.3%
YoY Growth 12.5% 10.1% 11.0% 10.5% 8.6%
Gross profit 70.7 74.2 77.9 88.9 78.7 7.7 1.3%
Operating profit 15.3 14.7 17.4 21.2 18.4 17.5 5.1%
Net profit 10.4 13.5 15.3 20.0 17.1 14.7
Revenue breakdown by
segment
North America 86.3 90.0 95.5 115.6 92.9 92.6 0.3%
YoY Growth 12.3% 9.1% 8.7% 9.5% 7.6%
% of total revenue 60.2% 60.8% 60.1% 61.6% 59.7%
International revenue 31.9 31.7 35.9 43.4 335 33.1 1.4%
YoY Growth 9.7% 6.6% 11.7% 7.9% 4.9%
% of total revenue 22.3% 21.4% 22.6% 23.1% 21.5%
AWS 25.0 26.3 275 28.8 29.3 29.4  -0.3%
YoY Growth 17.2% 18.7% 19.1% 18.9% 16.9%
% of total revenue 17.5% 17.8% 17.3% 15.3% 18.8%
OP breakdown by segment
North America 5.0 51 5.7 9.3 5.8 6.0 -2.5%
-0.2
OPM 5.8% 5.6% 5.9% 8.0% 6.3% 6.5% ppt
International 0.9 0.3 13 13 1.0 1.0 6.1%
OPM 2.8% 0.9% 3.6% 3.0% 3.0% 2.9% 0.1ppt
AWS 9.4 9.3 104 10.6 115 104 10.8%
OPM 37.6% 35.5% 38.1% 36.9% 39.5% 35.5% 4.0 ppt
YoY Growth 83.9% 74.0% 49.8% 48.3% 22.6%
Margins (%)
GPM 49.3% 50.1% 49.0% 47.3% 50.6% 50.1% 0.5 ppt
OPM 10.7% 9.9% 11.0% 11.3% 11.8% 11.3% 0.5 ppt
NPM 7.3% 9.1% 9.6% 10.7% 11.0% 9.5% 1.5 ppt

Source: Company data, CMBIGM, Bloomberg
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Changes in forecast and valuation

Figure 2: Amazon forecast revision

Current Previous Change (%)
2026E 2026E 2026E
Revenue 699.0 762.9 828.2 702.6 769.0 832.1 -0.5% -0.8% -0.5%
Gross profit 347.1 383.6 422.2 351.2 391.3 429.3 -1.2% -2.0% -1.6%
Operating profit 81.1 98.7 120.2 83.8 104.0 124.6 -3.2% -5.1% -3.5%
Net profit 69.6 81.6 98.2 71.2 88.4 108.6 -2.2% -7.7% -9.6%
GPM 49.7% 50.3% 51.0% 50.0% 50.9% 51.6% -0.3 ppt -0.6 ppt -0.6 ppt
OPM 11.6% 12.9% 14.5% 11.9% 13.5% 15.0% -0.3 ppt -0.6 ppt -0.5 ppt
NPM 10.0% 10.7% 11.9% 10.1% 11.5% 13.0% -0.2 ppt -0.8 ppt -1.2 ppt

Source: CMBIGM estimates

Figure 3: Amazon: CMBI forecast vs consensus

Current Consensus Difference (%)
USD bn FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 699.0 762.9 828.2 694.6 763.1 839.6 0.6% 0.0% -1.4%
Gross profit 347.1 383.6 422.2 343.8 383.6 428.9 1.0% 0.0% -1.5%
Operating profit 81.1 98.7 120.2 79.1 96.2 116.8 2.5% 2.6% 2.9%
Net profit 69.6 81.6 98.2 66.8 80.9 100.2 4.3% 0.8% -1.9%
GPM 49.7% 50.3% 51.0% 49.5% 50.3% 51.1% 0.2ppt 0.0ppt -0.1ppt
OPM 11.6% 12.9% 14.5% 11.4% 12.6% 13.9% 0.2ppt 0.3 ppt 0.6 ppt
NPM 10.0% 10.7% 11.9% 9.6% 10.6% 11.9% 0.3 ppt 0.1 ppt -0.1 ppt

Source: CMBIGM estimates, Bloomberg

Figure 4: Amazon: target price of US$247.0 based on 18.3x EV/EBITDA

(USDmn) ‘
GAAP EBITDA (12-month forward) 142,160
GAAP EBITDA Margin % 20.9%
Target EV/EBITDA 18.3x]
Enterprise Value 2,601,530
GAAP EBITDA CAGR (2024-2027E CAGR) 16%)
Capital Structure Adjustments
Adjusted Net Debt - 2025E (105,868),
Shares Outstanding - 2025E 10,947
\Valuation (USD) 247.0

Source: CMBIGM estimates
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Figure 5: Amazon: EV/EBITDA band over the past two years
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Financial Summary

INCOME STATEMENT 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (US$ mn)

Revenue 513,983 574,785 637,959 699,039 762,940 828,219
Cost of goods sold (288,831) (304,739) (326,288) (351,899) (379,309) (405,980)
Gross profit 225,152 270,046 311,671 347,140 383,631 422,239
Operating expenses (212,904) (233,194) (243,078) (266,075) (284,908) (302,071)
Selling expense (42,238) (44,370) (43,907) (47,313) (50,669) (53,862)
Admin expense (11,891) (11,816) (11,359) (12,116) (12,764) (13,356)
R&D expense (73,213) (85,622) (88,544) (97,403) (105,428) (113,021)
Others (85,562) (91,386) (99,268) (109,242) (116,046) (121,833)
Operating profit 12,248 36,852 68,593 81,066 98,723 120,168
Interest income 989 2,949 4,677 3,539 4,401 3,502
Interest expense (2,367) (3,182) (2,406) (2,428) (2,437) (2,437)
Other income/expense (16,806) 938 (2,250) 2,749 0 0
Pre-tax profit (5,936) 37,557 68,614 84,926 100,686 121,232
Income tax 3,217 (7,120) (9,265) (15,288) (19,130) (23,034)
Others 3) (12) (101) 4 4 4
After tax profit (2,722) 30,425 59,248 69,642 81,560 98,202
Net profit (2,722) 30,425 59,248 69,642 81,560 98,202
BALANCE SHEET 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (US$ mn)

Current assets 146,791 172,351 190,867 247,300 341,947 457,077
Cash & equivalents 53,888 73,387 78,779 97,411 107,905 25,023
Restricted cash 24,093 32,328 43,660 77,957 158,742 353,881
Account receivables 34,405 33,318 34,214 35,966 37,649 39,086
Inventories 34,405 33,318 34,214 35,966 37,649 39,086
Contract obtaining costs 315,884 355,503 434,027 485,087 517,022 546,650
PP&E 186,715 204,177 252,665 299,257 331,192 360,820
Deferred income tax 0 0 0 0 0 0
Goodwill 20,288 22,789 23,074 23,089 23,089 23,089
Other non-current assets 108,881 128,537 158,288 162,741 162,741 162,741
Total assets 462,675 527,854 624,894 732,387 858,968 1,003,727
Current liabilities 155,393 164,917 179,431 197,724 219,603 241,567
Account payables 79,600 84,981 94,363 105,017 116,194 127,302
Other current liabilities 13,227 15,227 18,103 19,877 21,711 23,589
Accrued expenses 62,566 64,709 66,965 72,830 81,697 90,676
Non-current liabilities 161,239 161,062 159,493 154,269 153,820 153,611
Long-term borrowings 67,150 58,314 52,623 46,872 46,872 46,872
Other non-current liabilities 94,089 102,748 106,870 107,397 106,948 106,739
Total liabilities 316,632 325,979 338,924 351,993 373,422 395,178
Share capital 108 109 111 111 111 111
Capital surplus 75,066 99,025 120,864 143,062 166,654 191,454
Retained earnings 83,193 113,618 172,866 242,508 324,068 422,270
Other reserves (12,324) (10,877) (7,871) (5,287) (5,287) (5,287)
Total shareholders equity 146,043 201,875 285,970 380,394 485,546 608,548
Total equity and liabilities 462,675 527,854 624,894 732,387 858,968 1,003,727

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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CASH FLOW 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (US$ mn)

Operating

Profit before taxation (5,936) 37,557 68,614 84,926 100,686 121,232
Depreciation & amortization 41,461 48,663 52,795 61,094 65,881 68,331
Tax paid 3,217 (7,120) (9,265) (15,288) (19,130) (23,034)
Change in working capital (20,886) (11,541) (15,541) 1,320 17,290 17,929
Others 28,896 17,387 19,274 19,931 23,596 24,804
Net cash from operations 46,752 84,946 115,877 151,983 188,324 209,263
Investing

Capital expenditure (58,321) (48,133) (77,658) (97,020) (97,020) (97,020)
Acquisition of subsidiaries/ investments (8,316) (5,839) (7,082) 48 0 0
Others 29,036 4,139 (9,602) (32,567) (79,564) (193,977)
Net cash from investing (37,601) (49,833) (94,342) (129,539) (176,584) (290,997)
Financing

Net borrowings 23,907 (11,224) (9,100) (6,023) 0 0
Share repurchases (6,000) 0 0 0 0 0
Others (8,189) (4,655) (2,712) (1,517) (1,245) (1,148)
Net cash from financing 9,718 (15,879) (11,812) (7,540) (1,245) (1,148)
Net change in cash

Cash at the beginning of the year 35,566 53,342 72,979 81,401 96,722 107,217
Others (1,093) 403 (1,301) 416 0 0
Cash at the end of the year 53,342 72,979 81,401 96,722 107,217 24,335

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 7
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