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All of Amazon's 2017 operating income comes from AWS

Amazon had a great e-commerce quarter, but AWS' growth was strong to pad
the bottom line,
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Wall Street was looking for fourth quarter earnings of $1.85 a share on revenue of $59.83 billion.

Re:lnvent 2017: AWS all about capturing data flows via Al, Alexa, database, loT cloud services
(https://www.zdnet.com/article/reinvent-2017-aws-all-about-capturing-data-flows-via-ai-alexa-database-iot-cloud-
services/) | Alexa for Business likely to win in smart office (https.//www.zdnet.com/article/alexa-for-business-
likely-to-win-in-smart-office-leverage-aws-echo-developers-and-consumers/) | TechRepublic: Amazon Al: The
smart person's guide (http://www.techrepublic.com/article/amazon-ai-the-smart-persons-guide/) | How to
become an Alexa developer: The smart person'’s guide (http://www.techrepublic.com/article/how-to-
become-an-alexa-developer-the-smart-persons-guide/) | Cheat sheet: Alexa for Business

(https:/www.techrepublic.com/article/cheat-sheet-alexa-for-business/)

For 2017, Amazon reported net income of $3 billion, or $6.15 a share, on revenue of $177.9 billion,

up 31 percent a year ago.

ADVERTISING

LIVESTREAM LIKE A PRO WITH MEWVG

While the numbers from Amazon's e-commerce operations were impressive, the cash cow

remains Amazon Web Services. Consider:

e Amazon's North America e-commerce business delivered fourth quarter operating income of
$1.69 billion on revenue of $37.3 billion.
* International e-commerce sales were $18.04 billion with a operating loss of $919 million.

* AWS had operating income of $1.35 billion for the fourth quarter with sales of $5.11 billion.
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e For the year, Amazon's international e-commerce operating losses eclipsed the company's
North American operating profit. AWS had 2017 operating income of $4.33 billion on sales of
$17.46 billion.

In other words, on an annual basis all of Amazon's operating income derives from AWS.
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Amazon CFO Brian Olsavsky was asked about what factors were driving AWS results. He said:

AWS, yes, if you remember last year, we did have price increases in December
of last year towards the end. So ithad a partial impact on the quarter. But
generally, just strong usage growth -- usage growth continues to be strong
growing at a higher rate than our revenue growth rate, and customers
continued to add workloads and expand. And as | said, we're adding hew
services and features all the time, over 1,400 in 2017 alone. So it's a number of

factors, | would say. It's not as simple as lapping a cost error -- excuse me, price
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decrease last year, but we're very happy with the performance in the AWS

business. Now over a $20 billion run rate.

AMAZON.COM, INC.
Segment Information
(in millions)

Three Months Ended Twelve Months Ended

December 31, December 31,
2016 2017 2016 2017
(unaudited)
North America
Net sales $26,240 $37302 & 79,785 $106,110
Operating expenses 25424 35610 77,424 103,273
Operating income $ 816 $ 1692 % 2361 $ 2837
International
Net sales $13965 $18,038 $ 43933 §$ 54297
Operating expenses 14,452 18,957 45,266 57,359
QOperating income (loss) S (487) & (919) & (1,283) $§ (3,062)
AWS
Net sales $ 3536 & 513 $ 12219 § 17459
Operating expenses 2,610 3,759 9,111 13,128
Operating income $ 926 $ 1354 % 3108 $ 4331

As for the outlook, Amazon projected sales between $47.75 billion to $50.75 billion with operating
income between $300 million and $1 billion. That wide range compares to $1 billion in operating

income in the first quarter of 2017.

CEO Jeff Bezos in a statement talked up Alexa's ecosystem and that the company will "double
down" on the personal assistant. "We've reached an important point where other companies and
developers are accelerating adoption of Alexa. There are now over 30,000 skills from outside

developers, customers can control more than 4,000 smart home devices from 1,200 unique
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brands with Alexa, and we're seeing strong response to our new far-field voice kit for

manufacturers," said Bezos.
Other key figures:

» Technology and content expenses were $22.62 billion for 2017, up from $16.08 billon in 2016.

e AWS sales were up 45 percent in the fourth quarter.

e North America e-commerce fourth quarter sales were 62 percent of revenue with
international representing 30 percent. AWS was 8 percent.

» Subscription services, notably Prime, delivered fourth quarter revenue of $3.18 billion.

AMAZON.COM, INC,
Supplemental Financial Information and Business Metrics
(in millions, except employee data)

{unaudited)
YIY %
Q32016 G4 2016 41 2017 Q22017 Q32017 Q4 2017 Change
Net Sales:
QOnline stores (1) $21590 §20548 3522826 523754 526392 535383 20%
Online stores — ¥/Y growth, excluding FX 20% 16% 16% 18% 22% 17%  NiA
Physical stores (2) 1276 § 4522 WA
Third-party seller services (3) S 5652 §H 7456 $ 6438 S 6991 % 7928 510523 41%
Third-party seller services — Y1 growth, excluding FrX 46% 39% 36% 40% 404 38% N/A
Subscription services (4 $§1532 52130 51939 § 2165 § 2441 5 3177 49%
Subscriplion services — Y7Y growth, excluding F/X 4T7% 33% 52% 53% 5% 47% N/A
ANS $ 3,23 $ 3536 %3661 35 4100 S5 4534 5 5113 45
AWS — Y1 growth, excluding FrX 55% 47% 43% 429 429% 44% N/A
Other (5) & T0O £1071 & 850 & 945 51123 5 1,735 629
Other — Y1y growth, excluding FrX T4% 99% 58% 539 58% 60%  N/A
MORE TECH EARNINGS

Verizon Q1 solid, but wearable connections offset phone, tablet wireless declines
(https://www.zdnet.com/article/verizon-qi-solid-but-wearable-connections-offset-phone-tablet-wireless-
declines/)

Twitter Q1 stronger than expected, monetization efforts pay off
(https: /7 www.zdnet.com/article/twitter-q1-stronger-than-expected-monetization-efforts-pay-off/)

Comcast's Q1 strong as business and high-speed Internet services offset cord cutting
(https://www.zdnet.com/article/comcasts-qi-strong-as-business-and-high-speed-internet-services-offset-cord-
cutting/)

Facebook tops earnings targets despite data privacy scandal
(https://www.zdnet.com/article/facebook-tops-earnings-targets-despite-data-privacy-scandal/)

AMD Q1 rides Ryzen, Radeon, EPYC wave, ups outlook (https://www.zdnet.com/article/amd-qz1-rides-
ryzen-radeon-epyc-wave-ups-outlook/)
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PayPal adds 8 million new active users in Q1 (https://www.zdnet.com/article/paypal-adds-8-million-new-
active-users-in-q1/)

Qualcomm's Q2 better than expected, Apple dispute weighs as does NXP uncertainty
(https://www.zdnet.com/article/qualcomms-q2-better-than-expected-apple-dispute-weighs-as-does-nxp-
uncertainty/)

ServiceNow beats estimates, acquires VendorHawk (https://www.zdnet.com/article/servicenow-beats-
estimates-acquires-vendorhawk/)

Samsung's memory business leads record Q1 profits (https://www.zdnet.com/article/samsungs-
memory-business-leads-record-q1-profits/)

Equifax has spent $242.7 million on its data breach so far (https://www.zdnet.com/article/equifax-has-
spent-242-7-million-on-its-data-breach-so-far/)

Intel reports strong Q1, accelerates growth in data center business
(https://www.zdnet.com/article/intel-reports-strong-q1-accelerates-growth-in-data-center-business/)

IBM: still failing after all these years (https://www.zdnet.com/article/ibm-still-failing-after-all-these-
years/)

Reliance Jio climbs to $3.6b revenue (https://www.zdnet.com/article/reliance-jio-climbs-to-3-6b-
revenue/)

Akamai posts strong first quarter results (https://www.zdnet.com/article/akamai-posts-strong-first-
quarter-results/)

Apple Q2 earnings top estimates on strong iPhone X sales (https://www.zdnet.com/article/apple-
earnings-second-quarter-2018/)

T-Mobile tops Q1 targets on strong customer gains (https://www.zdnet.com/article/t-mobile-tops-q1-
targets-on-strong-customer-gains/)

Juniper Networks beats Q1 estimates despite revenue declines
(https://www.zdnet.com/article/juniper-networks-beats-q1-estimates-despite-revenue-declines/)

When a redesign goes bad: Inside Snapchat's Q1 (https://www.zdnet.com/article/when-a-redesign-
goes-bad-inside-snapchats-q1/)

Seagate records $381m Q3 net income (https://www.zdnet.com/article/seagate-records-381m-q3-net-
income/)

RELATED TOPICS: AMAZON DIGITAL TRANSFORMATION DATA CENTERS CXO

INNOVATION STORAGE

https://www.zdnet.com/article/all-of-amazons-2017-operating-income-comes-from-aws/ 6/16


https://www.zdnet.com/article/paypal-adds-8-million-new-active-users-in-q1/
https://www.zdnet.com/article/qualcomms-q2-better-than-expected-apple-dispute-weighs-as-does-nxp-uncertainty/
https://www.zdnet.com/article/servicenow-beats-estimates-acquires-vendorhawk/
https://www.zdnet.com/article/samsungs-memory-business-leads-record-q1-profits/
https://www.zdnet.com/article/equifax-has-spent-242-7-million-on-its-data-breach-so-far/
https://www.zdnet.com/article/intel-reports-strong-q1-accelerates-growth-in-data-center-business/
https://www.zdnet.com/article/ibm-still-failing-after-all-these-years/
https://www.zdnet.com/article/reliance-jio-climbs-to-3-6b-revenue/
https://www.zdnet.com/article/akamai-posts-strong-first-quarter-results/
https://www.zdnet.com/article/apple-earnings-second-quarter-2018/
https://www.zdnet.com/article/t-mobile-tops-q1-targets-on-strong-customer-gains/
https://www.zdnet.com/article/juniper-networks-beats-q1-estimates-despite-revenue-declines/
https://www.zdnet.com/article/when-a-redesign-goes-bad-inside-snapchats-q1/
https://www.zdnet.com/article/seagate-records-381m-q3-net-income/
https://www.zdnet.com/topic/amazon/
https://www.zdnet.com/topic/digital-transformation/
https://www.zdnet.com/topic/data-centers/
https://www.zdnet.com/topic/cxo/
https://www.zdnet.com/topic/innovation/
https://www.zdnet.com/topic/storage/

5/9/2018 All of Amazon's 2017 operating income comes from AWS | ZDNet

Recommended For You Sponsored Links by Taboola

Sealy, Texas: This Unbelievable, Tiny Company Is Disrupting a $200 Billion Industry

EverQuote Insurance Quotes

You Should Never Shop on Amazon Without Using This Trick - Here's Why

Honey

Remember Her? Take A Deep Breath Before You See What She Looks Like Now
Miss Penny Stocks

It's Like eBay, But Everything Sells in 90 Seconds
Tophatter

If You're A Veteran In Texas, You'd Better Read This
LendingTree Mortgage Quotes

Real Reason "Check Engine Light" is On.
FIXD

This Farm Game is what everybody is talking about in America
Big Farm: Play Free Now

Say Goodbye to iPhone: This Could Be 40X Better
The Motley Fool

| Community Guidelines

Join Discussion

https://www.zdnet.com/article/all-of-amazons-2017-operating-income-comes-from-aws/

7/16


https://www.zdnet.com/user/registration/?appId=1109&redirectUrl=https%3A//www.zdnet.com/article/all-of-amazons-2017-operating-income-comes-from-aws/%23comments-af9074a4-1418-4388-a678-8123349e8299&showUserName=1
http://cbsi.force.com/CBSi/zdnetcommunityfaq
https://popup.taboola.com/en/?template=colorbox&utm_source=cbsinteractive-zdnet&utm_medium=referral&utm_content=alternating-thumbnails-a:ZDNETarticleDesktop/Tablet-Below%20Article%20Thumbnails:
https://popup.taboola.com/en/?template=colorbox&utm_source=cbsinteractive-zdnet&utm_medium=referral&utm_content=alternating-thumbnails-a:ZDNETarticleDesktop/Tablet-Below%20Article%20Thumbnails:
https://popup.taboola.com/en/?template=colorbox&utm_source=cbsinteractive-zdnet&utm_medium=referral&utm_content=alternating-thumbnails-a:ZDNETarticleDesktop/Tablet-Below%20Article%20Thumbnails:
https://article.everquote.com/?h1=startup&h2=brilliant_company&auuid=ec3af220-41df-4432-9e48-1dfbeaa0fc90&&tid=584&id=584&subid=9999&dt=dup&utm_medium=cbsinteractive-zdnet&utm_thumbnail=https%3A%2F%2Fstatic.evq1.com%2Fdf3ebf10-2beb-49bf-b444-263250460854.jpg
https://www.joinhoney.com/r/TB_US_LAL_Top100K_18-65_All_Amazon_Multi_GhostAmazon2_NA?url=https%3A%2F%2Fwww.joinhoney.com%2Fg-blog%2Foutsmart-amazon&utm_source=taboola&utm_medium=referral
http://misspennystocks.com/career/child-stars-grown-up-trust-fund-financial-advisor?utm_source=taboola&utm_medium=cbsinteractive-zdnet&utm_campaign=1073063&utm_term=Remember+Her%3F+Take+A+Deep+Breath+Before+You+See+What+She+Looks+Like+Now&utm_content=http%3A%2F%2Fcdn.taboola.com%2Flibtrc%2Fstatic%2Fthumbnails%2F1203d9f87ecf73ebcb8740d76fa69fbe.jpg
https://tophatter.com/?categories=electronics&ad_id2=4ceb63&ad_creative_id=acl0001&ad_image=square1.jpg&ad_title=%7B%7BTITLE%7D%7D&source=taboola&campaign=924407&ad_group=Desktop_Tophatter_ElectrnoicsShopCategory_cat_cat_9_app_th_pltfm_web_cntry_us_&ad_content=62615163&ad_widget=cbsinteractive-zdnet
https://www.lendingtree.com/info/federal-va-benefits-save-veterans-thousands-a-year-on-mortgages/?ccreative=refi37&cname=va83&cchannel=content&esourceid=6208386&csource=taboola&cproduct=valoan&ccontent=0390_VALOAN&cterm=cbsinteractive-zdnet
http://verified.secure-clicker.com/e2e08c32-178c-4a35-a279-8e9a95772bc3?lp=c&utm_platform=Desktop&utm_title=Real+Reason+%22Check+Engine+Light%22+is+On.&utm_thumnail=http%3A%2F%2Fcdn.taboola.com%2Flibtrc%2Fstatic%2Fthumbnails%2F0bee564f66f56e90853fba8a723e7ca2.jpg&utm_campaign=1144278&utm_medium=cbsinteractive-zdnet&utm_campaign_item_id=82994515
https://lp.bigfarm.goodgamestudios.com/?country=us&pid=7039&gid=15&gci=4940&cid=cbsinteractive-zdnet&tid=76403067
https://www.fool.com/ecap/rule-breakers/rb-it-vecap-nf-ts/?utm_source=taboola&utm_medium=contentmarketing&utm_campaign=super-iphonetsunami-pwl&paid=9041&waid=9041&psource=erbtab7410000094&wsource=erbtabwdg0000078&utm_term=cbsinteractive-zdnet

5/9/2018

ZDNet Comment Policy

All of Amazon's 2017 operating income comes from AWS | ZDNet

Do not post advertisements, offensive material, profanity, or personal attacks. Please be

considerate of others.

Please read our Comment Policy before commenting.

0 Comments

[ Share

ALSO ON ZDNET

ZDNet is giving away a Google Pixel 2 XL
unlocked smartphone to one ...

— ANDROID FOR LIFE! For me it's the
operating system and, more specifically, pure
Android. Been a fan ...

Windows critical flaw: This security bug is
under attack right now, says ...

— Sure! You can stop using Internet
Explorer, conveniently Office can still use IE.
Which you missed in the ...

") Privacy

Sort by Oldest

ZDNet Pixel 2 XL Giveaway Official
Sweepstakes Rules

— The most important
thing to me is screen size. The larger the screen
the better, up to 6.2". ...

Phishing alert: Hacking gang turns to new
tactics in malware campaign

— All ISPs around the world should block
anything originating in Nigeria. even better they
shouldn't be ...

https://www.zdnet.com/article/all-of-amazons-2017-operating-income-comes-from-aws/

8/16


https://disq.us/?url=https%3A%2F%2Fwww.zdnet.com%2Farticle%2Fzdnet-is-giving-away-a-google-pixel-2-xl-unlocked-smartphone-to-one-lucky-winner%2F&key=zPw6lSceQb81tv882NmsMg
https://disq.us/?url=https%3A%2F%2Fwww.zdnet.com%2Farticle%2Fzdnet-is-giving-away-a-google-pixel-2-xl-unlocked-smartphone-to-one-lucky-winner%2F&key=zPw6lSceQb81tv882NmsMg
https://disq.us/?url=https%3A%2F%2Fwww.zdnet.com%2Farticle%2Fzdnet-pixel-2-xl-giveaway-official-sweepstakes-rules%2F&key=tU3_4VTx3wVdC-8AkvonTw
https://disq.us/?url=https%3A%2F%2Fwww.zdnet.com%2Farticle%2Fzdnet-pixel-2-xl-giveaway-official-sweepstakes-rules%2F&key=tU3_4VTx3wVdC-8AkvonTw
https://disq.us/?url=https%3A%2F%2Fwww.zdnet.com%2Farticle%2Fwindows-critical-flaw-this-security-bug-is-under-attack-right-now-says-microsoft%2F&key=copeBda6WDiEdU50PiJPxA
https://disq.us/?url=https%3A%2F%2Fwww.zdnet.com%2Farticle%2Fwindows-critical-flaw-this-security-bug-is-under-attack-right-now-says-microsoft%2F&key=copeBda6WDiEdU50PiJPxA
https://disq.us/?url=https%3A%2F%2Fwww.zdnet.com%2Farticle%2Fphishing-alert-hacking-gang-turns-to-new-tactics-in-malware-campaign%2F&key=ueCQHOVqgV_YlwScyf-T2g
https://disq.us/?url=https%3A%2F%2Fwww.zdnet.com%2Farticle%2Fphishing-alert-hacking-gang-turns-to-new-tactics-in-malware-campaign%2F&key=ueCQHOVqgV_YlwScyf-T2g
https://help.disqus.com/customer/portal/articles/466259-privacy-policy
http://cbsi.force.com/CBSi/zdnetcommunityfaq
https://www.zdnet.com/user/registration/?appId=1109&redirectUrl=https%3A//www.zdnet.com/article/all-of-amazons-2017-operating-income-comes-from-aws/%23comments-af9074a4-1418-4388-a678-8123349e8299&showUserName=1

