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The future of Amazon shares remains a mystery 

 

Yesterday, Jeff Bezos temporarily became the 

richest person on the planet due to the 

growth in Amazon’s share price. He definitely 

deserves this, because he is a visionary who 

completely transformed not one but several 

industries. From an investment perspective, it 

is interesting that he got to the top of the 

wealth pyramid due to his ownership stake in 

a non-profit organization, which essentially is 

what Amazon has been for 20 years. The 

rocket-like growth in sales has so far not been 

reflected in the profits.  

 

Every three months, when the quarterly 

results are announced, the song remains the 

same: profit is not crucial, sales growth is 

what is important, and when the company 

gets big enough it will also start making 

money. But we have been hearing this since 

1997. When will the company in fact be big 

enough to start making respectable money? 

This year’s sales of about USD 150 billion 

make Amazon one of the world’s largest 

companies.  

 

How long will it take for the shareholders to 

receive some profit? Another 20 years? What 

is the present value of earnings obtained in 20 

years’ time? Not very large. It is reasonable 

even to ask whether this point in time will  

 

 

ever occur at all.  The current market 

capitalisation of USD 500 billion cannot be 

justified by anything but a belief in gigantic 

future profits. Imagine if Amazon were a 

private company, its shares were not traded 

on a stock exchange, and the management 

could scarcely show profits even after 20 years 

of efforts. Would such a company be 

considered successful? Twenty years is quite a 

long time, after all.  

 

Amazon is traded on an exchange, however, 

and its market capitalisation is USD 500 billion. 

Its shares have proven to provide among the 

highest investment returns of any in the past 

20 years. Now here is a question: Is it perhaps 

the very price of the Amazon share which 

influences the view of the company and lets 

us forget about its chronic inability to 

generate substantial profit (not even to 

mention its inability to cover the cost of 

capital)? Only the future will tell whether 

Amazon will be able to generate profits at 

such a level as would justify the current prices 

of its shares or whether the share price will 

instead accommodate itself to the company’s 

low profitability. It is rare that one could find 

on the markets such a wide range in future 

development scenarios. 

 

Invest with care! 

 

Daniel Gladiš, 28 July 2017 
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For more informations 

Visit  www.vltavafund.com 

Write us investor@vltavafund.com 

Follow us www.facebook.com/vltavafund 

__________________________________________________________________________________ 

Disclaimer : 

Our estimates and projections concerning the future can and probably will be 

incorrect. You should not rely upon them solely but use also your own best judgment 

in making your investment decisions. 

This document expresses the opinion of the author as at the time it was written and 

is intended exclusively for educational purposes. 

The information contained in this letter to shareholders may include statements that, 

to the extent they are not recitations of historical fact, constitute “forward-looking 

statements” within the meaning of applicable foreign securities legislation. Forward-

looking statements may include financial and other projections, as well as statements 

regarding our future plans, objectives or financial performance, or the estimates 

underlying any of the foregoing. Any such forward-looking statements are based on 

assumptions and analyses made by the fund in light of its experience and perception 

of historical trends, current conditions and expected future developments, as well as 

other factors we believe are appropriate in the given circumstances. However, 

whether actual results and developments will conform to our expectations and 

predictions is subject to a number of risks, assumptions and uncertainties. In 

evaluating forward-looking statements, readers should specifically consider the 

various factors which could cause actual events or results to differ materially from 

those contained in such forward-looking statements. Unless otherwise required by 

applicable securities laws, we do not intend, nor do we undertake any obligation, to 

update or revise any forward-looking statements to reflect subsequent information, 

events, results or circumstances or otherwise. 

This letter to shareholders does not constitute or form part of, and should not be 

construed as, any offer for sale or subscription of, or any invitation to offer to buy 

or subscribe for, the securities of the fund. 

Before subscribing, prospective investors are urged to seek independent professional 

advice as regards both Maltese and any foreign legislation applicable to the 

acquisition, holding and repurchase of shares in the fund as well as payments to the 

shareholders. 

The shares of the fund have not been and will not be registered under the United 

States Securities Act of 1933, as amended (the “1933 Act”) or under any state 

securities law. The fund is not a registered investment company under the United 

States Investment Company Act of 1940 (the “1940 Act”). 

The shares in the fund shall not be offered to investors in the Czech Republic on the 

basis of a public offer (veřejná nabídka) as defined in Section 34 (1) of Act No. 

256/2004 Coll., on Capital Market Undertakings. 

The Fund is registered in the Czech National Bank´s list in the category Foreign AIFs 

authorised to offer only to qualified investors (without EuSF and EuVECA) managed 

by AIFM. 

Historical performance over any particular period will not necessarily be indicative of 

the results that may be expected in future periods. 

Returns for the individual investments are not audited, are stated in approximate 

amounts, and may include dividends and options. 
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