Amazon.com was founded in 1994 as an online retailer. In its most recent filings with the U.S. Securities and Exchange Commission, the company reports $716.9 billion in net sales broken down into three segments: North America (ending in $426.3 billion), International (ending in $161.9 billion) and Amazon Web Services (ending in $128.7 billion) (Amazon.com, Inc., 2026). A SWOT analysis is a well-known strategic management technique that evaluates the internal Strengths and Weaknesses of a firm, as well as, the external Opportunities and Threats a firm faces in its operating environment. This paper will conduct a SWOT analysis on Amazon.com and prioritize the resultant strategy options.
SWOT Analysis of Amazon.com
Strengths (Internal Factors)
S1. Advertising Revenue. Amazon.com has developed an advertising business, selling sponsored products, display and video ads to third-party sellers, Amazon.com vendors, publishers and authors. In 2025, the company earned $68.6 billion in advertising revenue, up 22% from the $56.2 billion earned in the prior year (Amazon.com, Inc., 2026). The company notes this revenue stream is largely earned based on ad clicks and impressions, implying low associated costs.
S2. AWS Profitability. In its cloud computing business, Amazon Web Services (AWS), Amazon.com earned $128.7 billion in revenue and $45.6 billion in operating income in 2025. AWS represents 18% of total net sales but 57% of total operating income of $80.0 billion (Amazon.com, Inc., 2026).
S3. Multiple Channels for Data. Amazon.com operates numerous touch points with customers, including their website, apps, Alexa and device ecosystem, streaming services, physical stores. This gives the company a wealth of first-party data on consumer purchases (Amazon.com, Inc., 2026).
Weaknesses (Internal Factors)
W1. Low-margin Retail Business. In North America, the company reported $29.6 billion in operating income on $426.3 billion in net sales, equating to a gross margin of just 6.9%. The International segment was even less profitable, generating $4.8 billion in operating income on $161.9 billion in net sales for a margin of 2.9%. In both cases, the operating margins pale in comparison to AWS, which had a 35% operating margin in 2025 (Amazon.com, Inc., 2026).
W2. Concentrated Profitability. Amazon.com’s profitability is highly concentrated in AWS, which represents 57% of total company operating income.
W3. Labor-Intensive Operations. As of December 31, 2025, Amazon.com employed approximately 1,576,000 individuals. As part of the company’s cost-cutting efforts, it accrued $2.7 billion in estimated severance costs for planned role eliminations (Amazon.com, Inc., 2026).
Opportunities (External Factors)
O1. Off-Amazon Advertising. As noted above, Amazon.com already sells display and video ad formats to publishers and authors. The company could potentially expand its advertising business to include formats beyond its own site, such as its streaming services or other retailers’ media.
O2. International Growth. In 2025, Amazon.com’s International segment grew 13%, compared to 10% in the North American segment. Further, the International segment is now profitable (Amazon.com, Inc., 2026).
O3. Automation. Amazon.com has noted it has invested in artificial intelligence and machine learning for both customer and internal use. Further, the company has noted constrained labor markets have increased its competition for labor. Both of these factors point to a potential opportunity for automation of the company’s network to help cap the low-margin retail business (Amazon.com, Inc., 2026).
Threats (External Factors)
T1. Antitrust Litigation. In the third quarter of 2025, Amazon.com reported a $2.5 billion charge as part of the settlement of a lawsuit with the U.S. Federal Trade Commission (FTC). Further, the company noted $2.4 billion in settlements and tax disputes in the fourth quarter (Amazon.com, Inc., 2026; Federal Trade Commission, 2026).
T2. Competition. Amazon.com has noted “cross-border competition” in its risk factors. Further, competitors could choose to compete in a single category where they can be profitable, rather than attempt to match Amazon.com’s breadth (Amazon.com, Inc., 2026).
T3. Privacy. Amazon.com has noted increasing regulation around the world in areas of privacy, use of customer data, data protection and data localization (Amazon.com, Inc., 2026).
Prioritized Strategy Options for Amazon.com
Strategy Option 1: Leverage Strengths to Seize Opportunities
Leverage its first-party purchase data (S3) to sell off-Amazon commerce media (S1) to companies interested in advertising on Amazon.com’s streaming and other publishers’ sites (O1). This is a high-effectiveness strategy, as the company can monetize existing data at low incremental cost.
Leverage AWS’s infrastructure (S2) and the company’s merchandising and advertising tooling (S3) to localize the company’s operations in its International segment (O2). This is a moderate-effectiveness strategy, as there are potential headwinds from foreign exchange and local competitors.
Strategy Option 2: Leverage Strengths to Overcome Threats
Shift profitability away from the first-party retail business and toward advertising (S1) and AWS (S2) to lower the impact of potential antitrust remedies (T1). This is a high-effectiveness strategy.
Leverage its multiple channels of data (S3) to compete with cross-border competitors (T2) on service and selection, rather than unit price. This is a moderate-effectiveness strategy, as consumers shopping on the basis of unit price are likely to be transient.
Strategy Option 3: Overcome Weaknesses to Seize Opportunities
Invest in AI and automation (O3) and set margin targets for the North America segment to increase the relatively low retail margins of 6.9% (W1). This is a high-effectiveness strategy.
Improve flexibility in staffing and safety to support scaling of operations in the International segment (O2) and lower risks of scaling labor (W3). This is a moderate-effectiveness strategy.
Strategy Option 4: Overcome Weaknesses to Mitigate Threats
Improve data governance around limiting data use, transparency and consent to lower the risk of increased regulation on privacy and customer data (T3) impacting the relatively low-margin retail business (W1). This is a high-effectiveness strategy.
Further develop the company’s non-AWS profit pools, including advertising and International (W2), to lower the impact of price wars in cloud or the retail business (T2). This is a moderate-effectiveness strategy, as the advertising and International businesses already have competition.
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