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Company Overview: 
Amazon is one of the world’s largest retailers (with a sideline in fast-growing and high-margin advertising activities) and also owns 
one of the world’s largest software businesses. Despite its current massive size, we see Amazon’s opportunities as mostly 
unconstrained based on a successful track record of capitalizing on consumer and IT department spending. 
 
 
 
Recent Highlights: 
AWS continues to demonstrate momentum (37% y/y growth) and record high operating margins (35%). While retail growth 
slowed and the slower growth was largely expected, Amazon noted a number of cost pressures (inflation and lower productivity) 
over the recent quarter. We continue to like the name because: given 1) we continued to expect solid long-term eCommerce 
growth; 2) Continued leadership and momentum in cloud; 3) robust advertising growth; and 4) expect an improving long-term 
margin profile driven by strength of high margin areas including AWS and advertising and productivity improvements for retail. 
 
Bull Case: 

• International Expansion – Incremental gross merchandise volume (“GMV”) growth for AMZN will likely come from its 
international market rather than the domestic market (domestic will continue to exhibit strong growth). India, Brazil, 
and Mexico are the top three geographies that offer the most attractive upside due to low e-commerce penetration, 
younger and tech-savvy demographic, and high mobile penetration along with cheap data to support mobile commerce. 
Overall, the international market is a very untapped market and no better company to step in and fill this void than the 
company that took e-commerce to the next level in the United States.  

• Migration of Advertising Dollars from Offline to Online - Given the amount of information AMZN has about consumers’ 
purchase behavior – the most important behavioral targeting criteria – we believe AMZN will have more sophisticated 
behavioral targeting capabilities than even FB and GOOG (AMZN is the #3 largest player in advertising behind FB and 
GOOG). Given its structure of largely keeping consumers on the AMZN website to complete purchases, advertising is 
highly complementary to AMZN’s retail business.  

• The Death of Brick-And-Mortar – There’s no arguing that there has been a slow death in the “old” brick-and-mortar 
store model - cause of death being e-commerce, a.k.a., Amazon. E-commerce has evolved in the last 20 years, but it 
was Amazon that did the most to alter how we buy, sell, and transact. It has been among the most innovative and 
claims most of the e-commerce market. In terms of value, e-commerce still makes up a fraction of overall retail 
purchases, but this should be seen as a long runway for growth at Amazon. In 2019, Amazon took in $280.52 billion in 
sales, half of the online market, and only 5% of US total retail sales. This is a growth trend that will likely continue.  

Bear Case: 
• Weakness in Global Economics and Consumer - Concerns about an economic downturn are worth considering in 

looking at Amazon. While AWS probably holds up well because of the secular growth trends it is driving and the long-
term contracts it has with many of its customers, the retail business might face risks because of the likelihood that 
consumer spending trends would probably negatively impact the company in a way they didn’t during the last recession.  

• Increased Regulations - The size of Amazon’s retail business has a meaningful impact on consumers, its competitors 
and the societies in which they operate. To the extent that governments determine that they must cause Amazon to 
behave differently, they could constrain the company’s growth opportunities or cause it to incur additional costs. 

• Increased Competition - Competition is pervasive for Amazon, and so far in its history Amazon has navigated through 
that competition in an incredibly successful manner. However, there are limited barriers to entry in selling goods or 
otherwise replicating individual aspects of Amazon’s business. Over time, efforts by manufacturers or other retailers to 
compete differently or otherwise alter the terms under which they work together could have a negative effect on 
Amazon. 
 

Overall Thesis: 
We believe that Amazon is a fundamentally sound business, the company owns one of the most powerful brands in the world, 
and it has an unparalleled logistics and distribution network setting it apart from other players in online commerce. Massive scale 
provides cost advantages in both e-commerce and cloud computing, generating an additional layer of competitive strength for 
the business. In our opinion, we believe that management has proven an exceptional track record of successful innovation and 
sustained growth over the long term.  

Name Ticker Growth Dividend D + G
Amazon.com, Inc. AMZN 15.00% 0.00% 15.00%
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Past performance is not indicative of future results. This information is for illustrative purposes only.  Investing involves 
risk including the potential loss of principal. This material is not financial advice or an offer to sell any product. The 
actual characteristics with respect to any particular client account will vary based on a number of factors including but 
not limited to: (i) the size of the account; (ii) investment restrictions applicable to the account, if any; and (iii) market 
exigencies at the time of investment. Aptus Capital Advisors, Inc. reserves the right to modify its current investment 
strategies and techniques based on changing market dynamics or client needs. Forward looking statements cannot be 
guaranteed. This is not a recommendation to buy or sell a particular security. There is no assurance that any securities 
discussed herein will remain in an account's portfolio at the time you receive this report or that securities sold have not 
been repurchased. The securities discussed may not represent an account's entire portfolio and in the aggregate may 
represent only a small percentage of an account's portfolio holdings. It should not be assumed that any of the securities 
transactions, holdings or sectors discussed were or will prove to be profitable, or that the investment recommendations 
or decisions we make in the future will be profitable or will equal the investment performance of the securities discussed 
herein. Information was obtained from third party sources which we believe to be reliable but are not guaranteed as to 
their accuracy or completeness. 
 
Advisory services are offered through Aptus Capital Advisors, LLC, a Registered Investment Adviser registered with 
the Securities and Exchange Commission. Registration does not imply a certain level or skill or training. More 
information about the advisor, its investment strategies and objectives, is included in the firm’s Form ADV Part 2, 
which can be obtained, at no charge, by calling (251) 517-7198. Aptus Capital Advisors, LLC is headquartered in 
Fairhope, Alabama. ACA-2206-27. 
 
 


