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Amazon.com, Inc. (AMZN)
At $266.93, Amazon shares price in about $323 billion of annual free cash flow from 2032, 1.5
times the $213 billion our base scenario generates in 2031, which we think requires AWS
returns on capital above our assumptions; we rate the shares Underweight.

INTRINSIC VALUE

Expensive
Price 40% above the top of the
range

FAIR VALUE RANGE

$110–190
Weighted value $144; price
$266.93

1–3 MONTH DIRECTION

Sideways to lower
High volatility

RATING

Underweight
No new money; Neutral at $218
or lower

I N V E ST M E N T  V I E W

W H AT  WO U L D  C H A N G E  O U R  V I E W

UPSIDE
AWS growth above 40% in Q4 2026 and Q1 2027, a 2027 capital spending guide
at or below $250 billion, and an AWS operating margin above 38%.

DOWNSIDE
AWS growth below 33%, or a 2027 capital spending guide above $300 billion
without backlog growth, which moves weight toward our bear scenario of $81.

NEXT TEST
Q4 2026 results, expected 4 February 2027 after the close (unconfirmed).

K E Y  DATA

Price (9 Nov 2026
close)

$266.93

Day move (9 Nov) +2.9%

52-week range $196.00–287.20

Diluted shares (Q3
2026)

10.93B

Market value $2.92T

EV / operating income
(TTM)

27.3x

Q3 2026 EPS vs
estimate

$1.89 vs $1.97

Street targets (71
analysts)

$328 mean

Earnings credibility B

Next catalyst 4 Feb 2027
(unconfirmed)

Yahoo Finance; Robinhood fundamentals, earnings and
analyst ratings; Amazon Form 10-Q and Q3 2026
release; ABiS calculations.

AMZN vs S&P 500, one year

Yahoo Finance adjusted closes, through 9 November
2026

The price requires about $323 billion of annual free cash flow from 2032, 50%
above our base scenario for 2031. Our reverse DCF shows 72% of the price
pays for growth not yet earned. Our base scenario has AWS revenue of $511
billion and free cash flow of $213 billion in 2031, after stock compensation.

01

Capital spending of $220 billion in 2026 has turned free cash flow negative and
lifted debt from $69 billion to $181 billion. Free cash flow was −$42.4 billion
over twelve months, and −$113.3 billion in nine months after $55.0 billion
invested in OpenAI and Anthropic. Q3 2026 interest expense was $1.7 billion,
three times the prior year.

02

AWS growth of 39% and a $578 billion backlog support our base scenario of
24% annual AWS growth through 2031. The price equals our base scenario only
at a discount rate of 7.3%, and our bull scenario at 8.7%, against the house rate
of 10.5%. Google Cloud grew 103% in Q3 2026.

03

Reported earnings overstate the business, because $68.4 billion of nine-month
other income marks up private AI stakes. Operating income of $79.4 billion is
confirmed by cash flow, and net income of $113.6 billion is not. We count the AI
stakes at half of their $294 billion carrying value, or $13.5 per share.

04
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1. Executive Summary
KEY TAKEAWAYS

We rate Amazon.com Underweight, with a fair value range of $110–190 per share against a price of $266.93,
because the price requires about $323 billion of annual free cash flow after stock compensation from 2032,
which is 1.5 times the $213 billion in our base scenario for 2031. AWS (Amazon Web Services, the cloud unit)
grew 39% in Q3 2026 with a backlog of $578 billion, and our base scenario already assumes AWS revenue of
$511 billion in 2031. The financing of that growth is visible in trailing free cash flow of −$42.4 billion and
long-term debt of $181 billion, up from $69 billion at the end of 2025. Our valuation is sensitive to the
discount rate: the price equals our bull scenario only at a discount rate of 8.7%, against the ABiS house rate
of 10.5%.

Our three calls are set separately. Intrinsic value view: Expensive, because the price is 40% above the top of our fair value
range. 1–3 month market trading direction: Sideways to lower, with high volatility, because the Q4 2026 report (expected 4
February 2027) falls inside that window and our companion event study found a median excess return of −3.7% against the
S&P 500 over 21 trading days after past reports. Investment action: no new money, which maps to a Rating of Underweight,
and our confidence is Medium. Earnings credibility is graded B, because operating income is confirmed by cash flow while
reported net income includes $68.4 billion of non-operating gains over nine months.

Our view: the market is pricing Amazon as if returns on its $220 billion of 2026 capital spending will stay near the levels of
the last decade, and our reverse DCF (the cash flows the price implies) shows that 72% of the price pays for growth that has
not yet been earned. Over the next three months the variable we expect the market to trade first is the growth rate of AWS,
followed by the 2027 capital spending plan, because the Alphabet decline of 12.6% on 29 October moved attention to those
two variables. The expectations gap below is the core of our disagreement with consensus.

E X H I B I T  1 Expectations gap, market-implied against our base scenario

Driver Market-implied Our base scenario Base-rate placement Basis for difference Test and date

Revenue growth, FY2026–
31

17% a year (at an
18% free cash
flow margin)

11.5% a year Ours above the 80th
percentile; implied is
not observed at this
size

Backlog of $578B
supports ours; 17% needs
the pace to rise from 15%

AWS growth,
Q4 2026
report

Free cash flow margin,
steady state

18% on $1.8T of
revenue

15.0% in 2031 after
stock compensation

Not placed; no base-
rate series

Capital spending of $255–
275B a year through 2031

2027 capital
spending
guide

Return on new capital
after 2031

Above 14% for
longer than we
allow

14% fading to the
10.5% cost of capital
by 2036

Excess returns beyond
15–20 years are rare

Competition from Google
Cloud and Azure

AWS
operating
margin

Discount rate 8.7% (bull
scenario) or 7.3%
(base scenario)

10.5% house rate Not applicable Risk-free 4.88%, beta
1.30, equity risk premium
4.5%

10-year
Treasury yield

Net expectations gap Price above
value

Bearish

Source: ABiS model; Amazon Q3 2026 10-Q and release; Treasury par yield curve (9 November 2026); empirical base rates (Mauboussin and McKinsey long-term
studies, approximate).

The strongest points for and against our call are these.

Bull points. AWS growth has risen for five consecutive quarters to 39%, with a Q3 2026 operating margin of 38.7% and a
backlog of $578 billion with a weighted remaining life of 6.1 years. Advertising revenue grew 19.8% in the first nine months
of 2026, and the operating margin outside AWS rose to 6.7% from 5.8% in fiscal 2025. Stakes in Anthropic, OpenAI and
other private companies carry at $294 billion, and we count them at half of that, or $13.5 per share.
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Bear points. Capital spending of $215 billion over twelve months was 1.3 times operating cash flow of $168 billion, and
total purchase commitments of $884 billion exceed Amazon's entire operating cash flow for five years. Google Cloud
revenue grew 103% to $30.7 billion in Q3 2026 against AWS growth of 39% on $46.0 billion, so we think AWS is losing
share even as it accelerates. Reported net income overstates earning power, and the AI-lab investments make Amazon an
investor in some of its largest customers.

The independent-view test is met. Our largest single disagreement with consensus is the price of the growth, and the market
erred, in our view, by extrapolating the return on past capital spending to a build 2.7 times the size of 2024's. We would find
out we were wrong first through the AWS operating margin holding at or above 38% through Q3 2027 while depreciation
rises, which would show returns on the new capital above our assumptions.

2. Business Overview
Amazon earns 61% of its operating income from AWS, which is 22% of its revenue, and the remainder comes from a retail
and advertising business with a thin margin and large scale. In the first nine months of 2026 revenue was $584.1 billion, up
16.0%, and operating income was $79.4 billion, up 44%. Amazon has 1.58 million employees (Robinhood, company profile)
and is led by chief executive Andy Jassy.

E X H I B I T  2 Segment results, first nine months of 2026 ($ billions)

Segment Revenue Change Operating income Segment operating margin Share of operating income

North America 333.2 +11.3% 26.1 7.8% 32.9%

International 125.1 +12.5% 4.7 3.8% 5.9%

AWS 125.8 +35.1% 48.6 38.6% 61.2%

Total 584.1 +16.0% 79.4 13.6% 100.0%

Source: Amazon Form 10-Q for the quarter ended 30 September 2026 (filed 29 October 2026). Change is against the first nine months of 2025.

By product line, online stores contributed $203.2 billion (34.8% of nine-month revenue), third-party seller services $134.9
billion (23.1%), AWS $125.8 billion (21.5%), advertising $56.7 billion (9.7%), subscriptions $41.2 billion (7.0%), and physical
stores and other $22.4 billion (3.8%). Advertising and AWS are the profit engines, and both grew faster than the company, at
19.8% and 35.1%. Concentration data for AWS are partial. Anthropic has committed more than $100 billion over ten years to
AWS (Reuters), and Goldman Sachs cited a total commitment from OpenAI of $138 billion over eight years, which together
would equal about 41% of the $578 billion backlog if both are fully included, a point we could not confirm.

3. Business and Competitive Analysis
Cloud infrastructure demand is the dominant driver of Amazon's value, and AWS is growing quickly while its rivals grow
faster. AWS revenue of $46.0 billion rose 39% in Q3 2026, the fastest growth in nearly five years, while Google Cloud
revenue of $30.7 billion rose 103% (Alphabet Q3 2026 results, as reported by aiweekly.co), and Microsoft reported Azure
growth of about 39% for its fiscal Q2 2026 (Fortune). We could not obtain Azure growth for the latest quarter. AWS has led in
net new cloud dollars in some recent quarters (Quilter, October 2025), but its growth rate trailed Azure and Google Cloud in
July 2025, which was the weakest day-one reaction in the set studied in our event study (−9.4% against the S&P 500).
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Our moat assessment is a wide moat. Amazon's earnings power value (EPV, the value of current earnings capitalized with no
growth) supports it: EPV is 1.87 times adjusted net assets, which is the financial signature of a franchise whose earnings are
worth more than the capital invested in it.

E X H I B I T  3 Moat scorecard

Source of
advantage Present Strength Evidence

Switching costs Yes Strong Remaining performance obligations (RPO) of $578B with a weighted life of 6.1 years; data
gravity in AWS

Scale and cost Yes Strong Cash capital spending of $215B over twelve months, which few competitors can match; custom
AI chips

Network effects Yes Medium-
strong

Third-party seller services of $134.9B in nine months; Prime benefits such as Uber Eats

Intangible assets Yes Medium Brand and advertising reach; advertising revenue of $56.7B in nine months

Overall Yes Wide EPV is 1.87 times adjusted net assets

Source: Amazon Q3 2026 10-Q; ABiS calculations.

Growth engines are the AWS backlog, advertising, and margin expansion in retail logistics. The point that would disprove our
moat score is a sustained decline in AWS operating margin below 30% with growth above 35%, which would show that scale
alone no longer earns excess returns. The main competitive risk is the capacity race: the four large cloud providers plan
combined capital spending above $700 billion in 2026 (Reuters, cited by Investing.com), and returns on a build of that size
are unproven.

4. Management, Governance, and Capital Allocation
Governance risk is moderate and mainly legal. We found no restatement, auditor issue or short-seller report in our searches,
and we did not obtain the audit opinion or the internal-control assessment. The Federal Trade Commission (FTC) has a
monopolization case set for trial on 29 March 2027 (MLex) and filed a separate complaint in August 2026 with 22 state
attorneys general over reserve prices in sponsored advertising auctions (Amazon Form 10-Q, Q3 2026). Founder and
chairman Jeff Bezos may sell up to 15 million shares under a plan that runs to 26 February 2027, which is about $4 billion at
the 9 November close. Senior departures in AI included Rohit Prasad in December 2025 and David Luan in February 2026,
and Amazon announced about 14,000 corporate job cuts in October 2025 and about 16,000 in January 2026.
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E X H I B I T  4 Capital allocation scorecard

Dimension Record Score Basis

Repurchases None in the first nine months of 2025 or 2026; $6.1B left of a $10B
authorization

Not
scored

No purchases to compare with
value

Acquisitions Goodwill of $22.8B (2023) and $23.3B (2025) Good No large acquisitions or
impairments in the data we
retrieved

Reinvestment Cash capital spending of $215B over twelve months, 128% of operating
cash flow; net property and equipment up 41% in 2025 against revenue
up 12%

Medium Returns on the new capital are
not yet visible

Dividends None Not
scored

Not applicable

Dilution Stock compensation of 2.5% of revenue; diluted shares up 0.8% year on
year

Medium Cost counted in our free cash
flow

Customer
investments

$55.0B invested in OpenAI and Anthropic in nine months of 2026 Not
scored

Too early; see section 5

Overall Medium No category scored poor

Source: Amazon Form 10-K for fiscal 2025 and Form 10-Q for Q3 2026; ABiS calculations.

5. Financial Analysis and Earnings Quality

5.1 Financial trend
Operating income more than doubled between fiscal 2023 and the latest twelve months, while free cash flow moved from
$32 billion to −$47 billion as capital spending quadrupled. Operating margin rose from 6.4% to 13.1%, and the cost of that
margin is now in capital spending, which reached 128% of operating cash flow over the latest twelve months.

E X H I B I T  5 Five-year trend, fiscal years and latest twelve months ($ billions)

Measure FY2023 FY2024 FY2025 TTM to Q3 2026

Revenue 574.8 638.0 716.9 797.5

Operating income 36.9 68.6 80.0 104.4

Operating margin 6.4% 10.8% 11.2% 13.1%

Net income (includes gains) 30.4 59.2 77.7 134.8

Operating cash flow 84.9 115.9 139.5 168.3

Capital spending (cash) 52.7 83.0 131.8 215.2

Free cash flow (operating cash flow minus capital spending) 32.2 32.9 7.7 −46.9

Stock compensation (SBC) 24.0 22.0 19.5 19.9

SBC / revenue 4.2% 3.4% 2.7% 2.5%

Source: Amazon Form 10-K (fiscal 2025) and Form 10-Q (Q3 2026) via SEC filing data; ABiS calculations. Amazon's own free cash flow definition nets proceeds from
sales of equipment and incentives, which gives $11.2B for fiscal 2025 and −$42.4B for the twelve months. We did not retrieve fiscal 2021 and 2022 data.
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Amazon does not split its capital spending between maintenance capex and growth capex. We use depreciation of $79.4
billion over twelve months (37% of capital spending) as a proxy for maintenance, which leaves about $136 billion of growth
capital spending. Amazon also invests in the customers of its cloud unit, so free cash flow needs to be read before and after
those outflows. In the first nine months of 2026 free cash flow was −$58.3 billion, and it was −$113.3 billion after $55.0 billion
of purchases of OpenAI and Anthropic stock.

E X H I B I T  6 Free cash flow before and after customer investments ($ billions)

Measure FY2025 9M 2026 TTM to Q3 2026

Free cash flow (Amazon definition) 11.2 −58.3 −42.4

Purchases of OpenAI and Anthropic stock Not obtained 55.0 Not obtained

Free cash flow after customer investments Not obtained −113.3 Not obtained

Receivables (days sales outstanding) 34.5 days 45.0 days 45.0 days

Purchase commitments, property and equipment Not obtained 159.6 159.6

Source: Amazon Form 10-Q for Q3 2026; Amazon Q3 2026 release; Yahoo Finance (fiscal 2025 free cash flow). Days sales outstanding (DSO) uses receivables of
$67.7B (31 December 2025) and $98.2B (30 September 2026) against fiscal 2025 and trailing revenue. Off-balance-sheet guarantees were not obtained.

The balance sheet has changed quickly. Cash and marketable securities were $114.2 billion at 30 September 2026, and the
face value of long-term debt was $180.9 billion, up from $68.8 billion at 31 December 2025 after $115.1 billion of debt
issuance in nine months. Finance leases add $14.5 billion and operating leases $100.3 billion, which we exclude from debt.
Net debt is $81.2 billion before our stakes, interest expense was $1.7 billion in Q3 2026 against $0.5 billion a year earlier, and
operating income covers it 16.6 times. Gross debt is 1.1 times trailing EBITDA (earnings before interest, taxes, depreciation and
amortization), which is manageable, and Moody's affirmed the A1 rating with a stable outlook in February 2026 while
expecting external funding to be needed. Total commitments, including purchase obligations, are $883.6 billion. Peer
comparison data (multiples and margins of Microsoft and Alphabet) were not obtained for this report.

5.2 Earnings quality
Amazon's operating earnings are confirmed by cash, and its reported net income is not. We grade earnings credibility B.
Operating cash flow of $168.3 billion over twelve months is 1.6 times operating income, and the accrual ratio is negative
(−7.6% for fiscal 2025, net income less operating cash flow over total assets). Net income, however, includes other income of
$68.4 billion in the first nine months of 2026, of which $62.9 billion is upward adjustments to private investments after
Anthropic funding rounds, so we value operating earnings only.
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E X H I B I T  7 Earnings quality checks

Check Result Verdict Evidence

Accruals and cash
conversion

Accrual ratio −7.6% (fiscal 2025); operating cash flow 1.6 times
operating income

Pass 10-K and 10-Q cash flow statements

Beneish M-Score Not computed in full; gross profit, SG&A and total liabilities not
retrieved. Partial indices: receivables-to-revenue 1.09, sales
growth 1.12, asset quality 0.98

Not
obtained

Fiscal 2025 against fiscal 2024

Revenue
recognition

Receivables up 45% since December against trailing revenue up
11%; DSO 45.0 days against 34.5

Mild flag Vendor receivables $28.8B (from
$15.9B); other $9.3B (from $4.5B)

Expense
capitalization

Capital spending 2.7 times depreciation; net property and
equipment up 41% in 2025

Flag Growth build with backlog support;
margin pressure as depreciation
catches up

Recurring non-
operating gains

$62.9B upward adjustments in nine months of 2026; $9.5B
Anthropic gains in Q3 2025

Flag We exclude them from normalized
earnings

Governance and
audit

No restatement or short report found; audit opinion not obtained;
two FTC matters

No severe
flag

Section 4

Credibility grade B Operating income confirmed by
cash; net income is not

Source: Amazon Form 10-K and Form 10-Q; ABiS calculations.

6. Valuation
KEY TAKEAWAYS

Four methods place Amazon's value below its price, and the fair value range we use is $110–190 per share.
Our scenario DCF gives a weighted value of $144, with a bear scenario of $81, a base scenario of $140 and a
bull scenario of $191, and no cell of the base-scenario sensitivity grid exceeds $187. The result depends on
the house cost of capital of 10.5%: the price equals our base scenario at a discount rate of 7.3% and our bull
scenario at 8.7%. All figures use a price of $266.93 (9 November 2026 close, Yahoo Finance), 10.929 billion
diluted shares, and net cash of $65.9 billion after counting the AI stakes at half of carrying value.

The football field shows that every method sits below the price and that only Street targets, which are not a method, reach it.

E X H I B I T  8 Valuation football field ($ per share)

Source: ABiS model outputs; Robinhood analyst ratings (7 November 2026) for Street targets; price from Yahoo Finance close of 9 November 2026.

ABiS Capital Research · Equity Research · AMZN · 10 November 2026 7 / 15



6.1 What the price implies
At a discount rate (WACC, the weighted average cost of capital) of 10.5%, the price of $266.93 implies an enterprise value of
$2,851 billion, which is the market value of $2,917 billion plus net debt of $81.2 billion less $147.1 billion for our half-value
count of the AI stakes. After the $236 billion present value of our base-scenario free cash flow for 2027–31, the price requires
steady free cash flow of about $323 billion a year from 2032, growing 3% a year. At an 18% free cash flow margin that is
revenue of $1.8 trillion, or a revenue growth rate of 17% a year from fiscal 2026 (estimated at $827.6 billion); at 14% it is $2.3
trillion and 23%; and at 10% it is $3.2 trillion and 31%.

E X H I B I T  9 Reverse DCF, what the price requires from 2032

Steady free cash flow margin
Revenue required

($B) Implied revenue growth, FY2026–31 Our base scenario

10% 3,232 31% a year Revenue $1,425B; 11.5% a year

14% 2,308 23% a year Free cash flow $213B in 2031

18% 1,795 17% a year Margin 15.0% in 2031

Source: ABiS reverse DCF at WACC 10.5% and terminal growth 3.0%; fiscal 2026 revenue estimate is nine-month actual of $584.1B plus the Q4 guidance midpoint of
$243.5B.

The price decomposition tells the same story. Normalized earnings (operating income of $104.4 billion over twelve months,
taxed at 19%) are $7.74 per share, and capitalized at 10.5% without growth they are worth $73.67 per share. PVGO, the share
of the price that pays for growth not yet earned, is therefore $193.26, or 72% of the price. Growth must come from AWS
capacity that Amazon is paying for with debt, and our reverse DCF places the required growth beyond what the base-rate
studies show for companies of this size, where more than 15% a year for five years has almost never been observed above
$100 billion of revenue (empirical base rates, approximate).

6.2 Scenario DCF
The three scenarios are internally consistent sets of assumptions, built from AWS and non-AWS revenue, segment margins,
capital spending, and depreciation that follows capital spending with a lag. Free cash flow is after stock compensation, taxes
are 19%, and the explicit forecast covers fiscal 2027–31 (the stub of fiscal 2026 is excluded). From 2032 to 2036 growth
fades to 3.0%, the operating margin is held, and returns on new capital converge to the 10.5% cost of capital. The bear
scenario's revenue growth of 4.7% a year sits near the 30th percentile of the base-rate distribution, our base scenario's
11.5% sits above the 80th percentile, and the bull scenario's 14.4% is above the 90th, so the structural reasons for both are
the $578 billion backlog and management's guidance of AWS growth above 40% in 2027 and 2028.
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E X H I B I T  1 0 Scenario assumptions and values

Item Bear scenario Base scenario Bull scenario

AWS revenue growth, 2027 to 2031 22% falling to 2% 36% falling to 14% 42% falling to 18%

AWS revenue in 2031 ($B) 261 511 666

Revenue growth a year, FY2026–31 4.7% 11.5% 14.4%

AWS operating margin in 2031 25% 33% 37%

Operating margin in 2031 10.8% 17.3% 21.1%

Capital spending in 2027 ($B) 260 275 300

Free cash flow in 2031 ($B, after stock compensation) 179 213 269

Evidence grade Medium Reference case Medium-strong

Weight 20% 50% 30%

Value per share ($) 81 140 191

Source: ABiS scenario model; Amazon Q3 2026 10-Q and release.

Scenario weights follow from our evidence grades. We grade the bull scenario Medium-strong, on five consecutive quarters
of AWS acceleration to 39% with a 38.7% margin, the $578 billion backlog, and management's guide of more than 40% for
2027 and 2028. We grade the bear scenario Medium, on trailing free cash flow of −$42.4 billion, $883.6 billion of
commitments, and peer declines of 10% to 14% when capital spending rose without a matching acceleration, but without
direct evidence yet of falling AWS demand. The bull scenario is stronger by one step, which gives weights of 20% bear, 50%
base and 30% bull. At the next weights on either side the weighted value is $138 (25 / 50 / 25) and $149 (15 / 50 / 35).

E X H I B I T  1 1 Base-scenario sensitivity, value per share ($)

WACC and terminal growth 2.0% 3.0% 4.0%

9.5% 151 166 187

10.5% 130 140 154

11.5% 113 121 131

Source: ABiS scenario model, base scenario at 20 / 50 / 30 weights for the weighted value. Terminal value is 64% of enterprise value in the base scenario, and the
implied exit multiple is 13.7 times free cash flow.

6.3 Earnings power and economic profit
Earnings power value (EPV) gives $79.70 per share with no growth and $87.07 with growth of 3% at a 14% return on new
capital, and economic profit (EVA) gives $62.69. EVA is the value of invested capital plus the present value of returns above
the cost of capital. Amazon's return on invested capital is 21.1% (normalized operating profit after tax of $84.5 billion on
operating invested capital of $400.6 billion), 10.6 percentage points above the cost of capital, and we fade that spread to zero
over ten years. Both checks sit below the scenario DCF because they give little credit for the growth that the backlog
supports.
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6.4 Summary and conclusion

E X H I B I T  1 2 Valuation summary

Method
Range per share
($) Versus price

Weight in our
view Key assumption

Scenario DCF, WACC and terminal
growth

113–187 (weighted
144)

−58% to −30% High Base scenario; WACC 9.5–11.5%; terminal
growth 2–4%

Scenario DCF, bear to bull 81–191 (base 140) −70% to −29% High Weights 20 / 50 / 30; evidence grades above

Earnings power value 80–87 −70% to −67% Floor check 14% return on new capital

Economic profit (EVA) 63 −77% Floor check Return fades to the cost of capital in ten
years

Fair value range 110–190 −59% to −29% Weighted value $144; expected return
−46%

Source: ABiS model; price $266.93 (9 November 2026 close).

We rely most on the scenario DCF because it models the capital spending and the backlog directly, and the other methods
act as a floor. The methods agree on direction, and their range from $63 to $191 reflects the disagreement over whether
returns on the new capital persist. We apply the pre-registered rule to the range of $110–190: the price is above 1.15 times the
top of the range ($219) and below 1.5 times ($285), which gives the label Expensive. Street targets average $328 and are
shown for reference only. We could not obtain peer multiples, so we did not run a relative valuation.

7. Analyst View Summary
The Street is overwhelmingly positive, and its average target sits 23% above the price. Of 71 analysts, 67 rate the shares Buy,
4 Hold and none Sell, with targets from $230 to $405 and a mean of $327.80 (Robinhood, updated 7 November 2026). After
the Q3 2026 report several firms cut targets while keeping their ratings, including Citizens to $275 from $315 and Raymond
James to $250 from $300, according to coverage we reviewed.

E X H I B I T  1 3 Street ratings and targets, 7 November 2026

Measure Value Versus price of $266.93

Buy ratings 67

Hold ratings 4

Sell ratings 0

Mean target $327.80 +22.8%

High target $405 +51.7%

Low target $230 −13.8%

Source: Robinhood analyst ratings (updated 7 November 2026); ABiS calculations.

We disagree with consensus on three points. First, the lowest Street target ($230) is above the top of our fair value range,
and reaching it requires a discount rate of about 9.4% in our bull scenario. Second, consensus earnings per share include
gains on the Anthropic stake, which made reported EPS of $5.75 in Q2 2026 against an estimate of $1.82, so earnings per
share is an unreliable anchor. Third, the Street frames the debate as AWS growth, which is not in doubt, while we frame it as
the return on $220 billion of annual capital spending. We could not obtain consensus for Q4 revenue, AWS growth, or 2027
capital spending.
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8. Recent News and Catalysts
The last three months produced four developments that bear on the thesis. Amazon reported Q3 2026 results on 29 October,
the day after Alphabet's report took Alphabet down 12.6%, and Amazon fell 4.2% before its own report and closed 1.4% lower
after it. The US midterm election on 3 November produced a Democratic Congress, and technology shares fell on 5
November on fears of AI regulation and paused data-center construction (Motley Fool). Amazon announced a Prime benefit
with Uber Eats on 5 November. In July 2026 Amazon sold $25 billion of bonds, reportedly its last debt issue of 2026
(Investing.com).

E X H I B I T  1 4 Catalyst calendar

Date Event Direction Logic Status

4 Feb 2027 Q4 2026 results Either AWS growth against 39%; 2027 capital
spending; Q1 2027 guide

Unconfirmed

Late Jan
2027

Microsoft, Alphabet and Meta
reports

Bearish
bias

Capital spending read-across; Alphabet fell
12.6% in October

Dates not obtained

26 Feb 2027 Bezos share-sale plan ends Bearish Up to 15M shares, about $4B Per filing

29 Mar 2027 FTC antitrust trial begins Bearish Legal liability and remedies Per MLex; no date in
10-Q

Late Apr
2027

Q1 2027 results Either Second test of AWS growth and capital spending Not obtained

2027 Up to $20B more for Anthropic on
milestones

Bearish Further customer investment Per Amazon
announcement

Unscheduled Federal AI regulation after the
midterms

Bearish Data-center permitting No proposal obtained

Source: Robinhood earnings feed; Amazon Form 10-Q; MLex; Reuters; Motley Fool; ABiS.

8.1 Forecast register
The register lists forecasts that can be checked on a date. We record the original forecasts and will add results and error
attribution at each validation date without rewriting them.
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E X H I B I T  1 5 Forecast register

Forecast and baseline Range or direction
Validation
date Leading indicator and threshold Invalidation Status

Q4 2026 net sales (guide $240–247B) $242–248B 4 Feb 2027 Guide midpoint of $243.5B Below $240B Open

Q4 2026 AWS revenue (Q4 2025 base $35.6B) $49.5–51.5B, growth
39–45%

4 Feb 2027 AWS growth above 39% Growth below
36%

Open

Q4 2026 operating income (guide $28.5–33.5B) $30–34B 4 Feb 2027 AWS margin near 38% Below $28.5B Open

Fiscal 2026 cash capital spending (guide about
$220B)

$215–225B Feb 2027 Q4 spending near $44B Above $230B Open

2027 capital spending guide At least $260B 4 Feb 2027 Management language
"meaningfully more"

Guide below
$240B

Open

Free cash flow, twelve months to Q4 2026
(Amazon definition; Q3 base −$42.4B)

−$65B to −$45B Feb 2027 Operating cash flow near
$160B

Better than −
$40B

Open

Long-term debt face value at 31 December 2026
(Q3 base $180.9B)

$178–190B Feb 2027 No new bond issue before
the report

Above $195B Open

AMZN against the S&P 500, 63 trading days from
10 Nov 2026

Sideways to lower
(at most +5%)

10 Feb 2027 Q4 report reaction inside
the window

Above +5% Open

Source: ABiS; Amazon Q3 2026 release; Amazon Form 10-Q.

9. Investment Conclusion, Counter-Case, and Position Sizing
KEY TAKEAWAYS

We rate Amazon Underweight, and we would not buy the shares with new money at $266.93. Our fair value
range of $110–190 and weighted value of $144 imply an expected return of −46%, and none of our three
scenarios reaches the price. The case could fail if the market is right about the discount rate or if returns on
the new AI capital stay above 20% for a decade, and we have weighted both through the bull scenario at
30%.

9.1 Conclusion
The three calls differ for a reason. Our intrinsic value label is Expensive because the price is above 1.15 times the top of the
range. The direction label is Sideways to lower, because the 4 February report is an event with a thin and two-sided history,
and Amazon has already recovered 5.5% since 27 October while the S&P 500 fell 2.2%. The rating is Underweight. Our action
rule, applied to an Expensive label with high uncertainty, is no new money, and we would turn Neutral at a price of $218 or
lower, where the price falls inside 1.15 times the top of the range, and Overweight below $93.

If today were a cash decision, we would not buy Amazon, because the price discounts our bull scenario at 8.7% against a
cost of capital we set at 10.5%, and we see no margin of safety. We rate confidence Medium: the methods agree on direction,
but their level depends on returns on capital that cannot be verified until 2028.

9.2 Counter-case and pre-mortem
If this call fails a year from now, these are the three most likely reasons. The first attacks our core thesis directly.
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E X H I B I T  1 6 Pre-mortem, why this call could fail

Failure scenario Mechanism
Evidence
strength Monitoring signal Test date

Returns on new AWS
capital stay above 20%

AI workloads earn more per dollar than
we allow, so our fade to 10.5% is too fast

Medium AWS operating margin at or above
38% through Q3 2027 while
depreciation rises

Q4 2026 to Q3
2027

The market uses a lower
cost of capital

A fall in the 10-year yield or a lower
equity risk premium moves the discount
rate toward 8.7%

Medium-
weak

10-year Treasury yield below 4.0% Continuous

AI stakes are worth far
more than half of carrying
value

Anthropic and OpenAI values rise or list
at a premium

Medium New funding rounds or an IPO 2027

Source: ABiS.

We have written the first failure into our bull scenario at a 30% weight. The third failure adds at most $13.5 per share at full
carrying value of $294 billion, which cannot close a gap of more than $75 per share, and we weight it accordingly.

9.3 Position sizing
Our expected return is −46%, computed from the weighted value of $144, and all three scenarios are below the price (bear
−70%, base −47%, bull −29%). No scenario shows a gain, so the upside-to-downside ratio is not meaningful, and the
probability of loss inside our model is 100%, which overstates our certainty because the model itself may be wrong. We do
not recommend short positions, because the Street is positive (67 of 71 analysts rate the shares Buy) and a short carries
unlimited loss. The structure supports a position of zero for new money, and holders could reduce into strength.

9.4 Monitoring list
Upside invalidation: AWS growth above 40% in both Q4 2026 and Q1 2027 with a 2027 capital spending guide at or below
$250 billion and AWS operating margin above 38%. That would indicate returns above our base scenario.

Downside invalidation: AWS growth below 33%, or a 2027 capital spending guide above $300 billion without backlog
growth, either of which would shift weight toward our bear scenario of $81.

Trailing free cash flow, with a flag below −$70 billion.

Long-term debt face value, with a flag above $200 billion.

Receivables days (DSO), with a flag above 50 days.

9.5 Confidence

E X H I B I T  1 7 Confidence self-assessment

Dimension Score Explanation

Data completeness Medium Primary filings obtained; peer multiples, consensus for Q4, and the audit opinion not obtained

Valuation convergence Medium-high All four methods fall below the price; range $63–191

Expectations-gap clarity High Falsifiable: AWS operating margin through Q3 2027

Earnings credibility B Operating income confirmed by cash flow

Overall confidence Medium The level of value depends on returns that cannot be checked before 2028

Source: ABiS.
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Appendix: supporting exhibits

Method and data notes
Industry appendix: internet-platform, saas. The report date is 10 November 2026 and the price is $266.93 (9 November 2026
close, Yahoo Finance), confirmed against the exchange close. Financial data come from SEC filings (Form 10-K for fiscal
2025 and Form 10-Q for Q3 2026) and Amazon's Q3 2026 release; no peer data, consensus for Q4, or short interest were
obtained. The explicit forecast covers fiscal 2027–31, and the stub of fiscal 2026 is excluded. Shares are the diluted
weighted-average count for Q3 2026 (10.929 billion), held flat because Amazon has no repurchases and treats stock
compensation as a cost in our free cash flow. Net debt is face value of long-term debt ($180.9 billion) plus finance leases
($14.5 billion) less cash and marketable securities ($114.2 billion), and we count the Anthropic notes ($146.2 billion), private
equity investments ($143.7 billion) and warrants ($4.3 billion) at half of their combined carrying value of $294.2 billion, which
is $147.1 billion. We did not adjust for up to $20 billion of further Anthropic investment on milestones. The cost of equity is
4.88% (10-year Treasury, 9 November 2026) plus beta 1.30 (two-year weekly regression, raw 1.46, Blume-adjusted) times an
equity risk premium of 4.5%, which is 10.73%. Net debt is below 10% of market value, so WACC (weighted average cost of
capital) equals the cost of equity and rounds to 10.5%. Terminal growth is 3.0%. Non-US revenue is 32% of the total, below
the 50% threshold for a country risk premium.

House rules H-2026-11-10.2; skill equity-research v5; inputs: price $266.93 (9 November 2026 close, Yahoo Finance), risk-
free 4.88%, beta 1.30, equity risk premium 4.5%, WACC 10.5%, terminal growth 3.0%.

E X H I B I T  1 8 Base-scenario forecast, fiscal 2026 estimate and 2027–31 ($ billions)

Year AWS revenue Total revenue Operating income Operating profit after tax Depreciation Capital spending Free cash flow

FY2026E 176.2 827.6 110.4 89.4 82.4 220.0 −48.2

FY2027E 239.6 943.1 134.1 108.6 115.6 275.0 −50.8

FY2028E 309.1 1065.4 163.4 132.4 156.4 290.0 −1.3

FY2029E 380.2 1189.4 192.4 155.8 197.7 280.0 73.6

FY2030E 448.7 1310.4 218.7 177.2 235.3 265.0 147.5

FY2031E 511.5 1425.0 246.4 199.6 268.4 255.0 213.1

Source: ABiS scenario model. Fiscal 2026 is nine-month actual plus the Q4 guidance midpoint. Depreciation is prior-year depreciation less 5% plus prior-year capital
spending over 5.9 years. Free cash flow is after stock compensation, taxed at 19%.
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E X H I B I T  1 9 Sources and timestamps

Data item Source Date

Price, 52-week range, shares, market value Yahoo Finance close; Robinhood fundamentals 9 Nov 2026

Income statement, cash flow, balance sheet Amazon Form 10-K (filed 5 Feb 2026) and Form 10-Q (filed 29
Oct 2026)

To 30 Sep
2026

Anthropic, OpenAI and private stakes; backlog;
commitments

Amazon Form 10-Q, notes 30 Sep 2026

Guidance, AWS results Amazon Q3 2026 release 29 Oct 2026

Risk-free rate US Treasury daily par yield curve, 10-year 9 Nov 2026

Street ratings and targets Robinhood analyst ratings 7 Nov 2026

Reaction history ABiS event study, AMZN, adjusted closes 10 Nov 2026

Legal and news items MLex; Reuters; Motley Fool; Investing.com Oct–Nov 2026

Source: as listed.

E X H I B I T  2 0 Checker summary

Check Result Status

Valuation methods Reverse DCF with PVGO, scenario DCF, earnings power value with franchise growth, and economic
profit; assumptions saved

Complete

Terminal value tests Exit multiple 13.7 times free cash flow; terminal value 46–67% of enterprise value; returns on new
capital converge to the cost of capital

Pass

Scenario weights Set from evidence grades under the house rule; neighboring weights shown Pass

Label calibration Price of $266.93 against a range of $110–190 gives Expensive Consistent

Automated consistency
review

No critical issues; one label-wording flag (its vocabulary predates the ABiS glossary), one
acknowledged receivables flag, and three advisory notes

Reviewed

Source: ABiS model checks (outputs retained internally).

Sources
Amazon.com Form 10-K for fiscal 2025 and Form 10-Q for Q3 2026 (SEC EDGAR); Amazon Q3 2026 release
(aboutamazon.com, 29 October 2026); Robinhood fundamentals, earnings, analyst ratings and SEC filing data (9 and 7
November 2026); US Department of the Treasury daily par yield curve (9 November 2026); ABiS event study on Amazon.com
(10 November 2026); Motley Fool, 5 November 2026; aiweekly.co on Alphabet Q3 2026; Investing.com on the July 2026
bond sale; MLex on the FTC trial; Reuters via The Star on Anthropic; Yahoo Finance on OpenAI; LetsDataScience on Moody's;
Fortune on Microsoft; Quilter on AWS, October 2025; Fintool on fiscal 2025; Form 144 coverage of the Bezos plan;
Mauboussin and McKinsey long-term studies for base rates (approximate).

DISCLOSURES
Published by ABiS Capital Research, the research imprint of ABiS Capital. Independent research on US-listed companies. This document is for information only and
is not investment advice, an offer or a solicitation. ABiS Capital receives no compensation from the companies it covers. Figures are sourced and dated in the text;
estimates and judgments are ours and can be wrong. We log each call and publish how it turned out.
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https://www.fool.com/coverage/stock-market-today/2026/11/05/stock-market-today-nov-5-amazon-shares-slide-as-technology-selloff-erases-early-gains/
https://aiweekly.co/alerts/alphabet-posts-1276b-q3-with-google-cloud-up-103-to-307b-as-2027-capex-set-to
https://www.investing.com/news/stock-market-news/amazon-launches-eightpart-us-investment-grade-bond-offering-4779013
https://www.investing.com/news/stock-market-news/amazon-launches-eightpart-us-investment-grade-bond-offering-4779013
https://www.mlex.com/mlex/amp/articles/2422758
https://www.thestar.com.my/tech/tech-news/2026/04/21/anthropic-to-spend-over-100-billion-over-a-decade-on-amazon039s-cloud-tech
https://finance.yahoo.com/news/amazons-openai-tie-positive-proof-172900830.html
https://letsdatascience.com/news/amazon-affirms-a1-rating-despite-200b-investment-95271bcb
https://fortune.com/2026/01/28/microsoft-stock-drops-azure-growth-slows-capex-spending-q2/
https://media.quilter.com/search/2025/amazon-delivers-strong-q3-beat-as-aws-reclaims-cloud-leadership/
https://fintool.com/news/amazon-200b-capex-ai-spending

