Amazon sees strong third-quarter growth across segments
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Amazon.com Inc., one of the world's leading e-commerce and cloud computing companies, has shown impressive results in its third-quarter earnings, leading to positive analyses and projections from various financial institutions. Analysts have noted significant growth in Amazon Web Services (AWS), retail, and advertising segments, which collectively enhance the company's market value and potential.
Among the analysts, Bank of America's Justin Post has reiterated a Buy rating on Amazon shares and increased the price target from $210 to $230. This upward revision is echoed by multiple analysts, including Eric Sheridan from Goldman Sachs, who raised the price target to $240, and Youssef Squali from Truist, who increased it to $270. RBC Capital Markets analyst Brad Erickson and BMO Capital Markets analyst Brian Pitz also updated their price targets to $225 and $236, respectively, maintaining positive outlooks on Amazon's future performance.
A major highlight of Amazon's third-quarter performance is the growth of AWS, its cloud computing arm. According to Bank of America's Post, AWS experienced a 19% year-over-year growth, drawing favourable comparisons with competitors like Google. Post notes that AWS appears to be at the "early innings" of a significant wave of artificial intelligence (AI) deployment, potentially catalysing further growth. Wedbush's Scott Devitt also pointed out AWS's burgeoning AI business as a multi-billion dollar segment experiencing triple-digit year-over-year growth.
Additionally, Amazon's North American retail segment has shown considerable strength, bolstered by increased Prime membership following the Prime Day sales event in July. This segment's growth is attributed to Amazon's strategic focus on enhancing product offerings, particularly lower-cost daily essentials. Joseph Feldman from Telsey Advisory Group commented on Amazon's tactics, including concentrating on grocery and pharmacy, which are contributing to profitable market share gains.
In the international arena, Amazon's revenues climbed to $35.9 billion, marking a 12% year-over-year growth. Key markets like Germany and the UK displayed robust trends, and there is optimism about achieving comparable profit margins internationally as those in the North American markets.
Another thriving segment is Amazon's advertising business, which some analysts regard as the company's "fastest-growing hidden asset." During the third quarter, advertising revenues surged 19% year-over-year to reach $14.3 billion. With a projected operating profit margin of 40%, analysts are optimistic about this segment's potential. Laura Martin from Needham and Brian Pitz from BMO Capital Markets both highlighted the attractiveness of Amazon's advertising growth and its potential future upside due to initiatives like Prime Video and AI bidding tools.
Amazon's shares have reacted positively to the news, climbing to $197.79, representing a 6.07% increase from earlier. The stock has seen a 33% rise year-to-date, illustrating investor confidence in Amazon's strategic growth initiatives across its multiple business segments.
As Amazon continues to leverage its strengths in AWS, retail, and advertising, analysts maintain an optimistic outlook on its market trajectory, reinforcing investor interest and setting a robust stage for the company's future.
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