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	RATING
	PRICE (6/9/26)
	12-MONTH TARGET
	IMPLIED RETURN
	BASE WACC

	UNDERWEIGHT
	$243.81
	$148
	−39%
	10.5%


Thesis
Amazon is an excellent business priced for a capital-spending payoff its cash flows do not yet show. Revenue compounded to $716.9 Billion in 2025, AWS reaccelerated to 20% growth for the year, and advertising grew 22%. None of that is in dispute. The question is what the company earns on the $131.8 Billion it spent on PP&E in 2025 and roughly $200B in management guided for 2026.

Our valuation discounts 10 years of free cash flow to the firm at a 10.5% WACC. The base case assumes revenue growth tapering from 11% to 5%, EBITDA margin widening from 21% to 26% as AWS and advertising mix up, and capex normalizing from 16% to 9% of sales. As of June 9, 2026, our model projects intrinsic value of $123 per share. Probability-weighted across the three cases, the target is $148, roughly 39% below the current price.

Operating Snapshot — FY2025
	NET SALES
	AWS REVENUE
	OPERATING INCOME
	FREE CASH FLOW

	$716.9 Billion
+12% YoY
	$128.7 Billion
+20% YoY
	$80.0 Billion
11.2% margin
	$11.2 Billion
from $38.2 Billion



Key Model Drivers
	DRIVER
	BEAR
	BASE
	BULL

	Revenue growth, Years 1–3
	8%
	11%
	14%

	Terminal EBITDA margin
	22%
	26%
	30%

	Capex, Years 1–3 (% of sales)
	18%
	16%
	14%

	Terminal growth rate
	2.5%
	3.0%
	3.5%

	WACC
	12.2%
	10.5%
	9.3%



Scenario Valuation
	SCENARIO
	INTRINSIC VALUE / SHARE
	IMPLIED RETURN
	PROBABILITY

	Bear
	$40
	−84%
	20%

	Base
	$123
	−49%
	55%

	Bull
	$289
	+19%
	25%

	Probability-Weighted Target
	$148
	−39%
	100%


Only the bull case clears today’s price, and it requires terminal EBITDA margin near 30% and capex falling toward 11% of revenue. We view that outcome as possible, not probable.
Variant View
Consensus capitalizes the AI buildout as future operating leverage. We treat it as cash out the door until the return is visible. Free cash flow fell to $11.2 Billion in 2025 from $38.2 Billion a year earlier, driven almost entirely by higher property and equipment purchases. At $243.81, the price embeds a payback on that spending we cannot yet measure in the cash flows.
	
Catalysts (next 2–4 quarters)
•  AWS operating-margin trend each quarter.
•  2026 capex actuals against the ~$200 Billion guide.
•  Evidence Trainium and Bedrock convert spend into AWS share and margin.
	
Risks to the Underweight
•  Faster AWS margin expansion or advertising acceleration.
•  Capex discipline that lifts near-term free cash flow.
•  Sensitivity: 1 point of terminal EBITDA margin ≈ $25 per share.



Prepared by the Purdue SMIF for educational purposes. Figures from Amazon.com 10-K and quarterly earnings releases (FY2021–FY2025); market data as of June 9, 2026. Intrinsic values are model outputs and forward-looking estimates, not statements of fact; actual results will differ. Not investment advice. Valuation date: June 9, 2026.
