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Amazon.com has blowout quarter, prospects impressive

By ANTONIO PEREZ
Epoch Times Staff

Amazon.com, a survivor of the
dot-com era, is quickly becoming a
technology powerhouse in the new
economy.

Shares of the online retailer
reached a record high last Friday,
soaring by 277 percent, or $25.04, to
reach $118.49, after reporting im-
pressive third-quarter earnings a day
earlier.

Amazon’s Kindle e-book reader
has gained immense popularity
since its launch and is now in its
second incarnation. Aided by Kindle
sales, which the company said was
its most popular product, the Seat-
tle-based company reported third-
quarter net income of $199 million,
or a 7o percent increase from the
previous year.

Its revenues and profits both ex-
ceeded analyst expectations, and its
projections for the fourth quarter—
including the 2009 holiday shop-
ping season—were equally strong.

On Friday, investors took in all
the good news and drove up its
shares (Nasdaq: AMZN) by almost
30 percent, betting that Amazon.
com would become the dominant
online retailer in the post-recession
economy.

“I'm truly amazed at how the
growth prospects look for such an
already large and fully established
company,” said analyst Fred Moran
in a Bloomberg interview. He also
said that Amazon.com’s growth pros-
pects look “as impressive as ever.”

Amazon.com became a public
company in 1997 but did not turn
a profit until 2003, nearly six years
later.

GROWING FAST
Two years ago, Amazon.com—which

began its business as a bookseller—
realized that selling wares on the
Internet was not enough. It quickly
introduced the Kindle e-book reader
and today boasts more than 360,000
books and periodicals.

The “newest Kindle is available
to ship to customers living out-
side the U.S. Customers in more
than 100 countries around the
world and U.S. customers travel-
ing abroad can take advantage of
Kindle’s 3G wireless technology
and download a title in 6o seconds
or less,” said Thomas J. Szkutak,
Amazon’s chief financial officer
in a conference call with analysts
last week.

Forrester Research estimated
that the Kindle currently holds
around 6o percent of the U.S. e-
book reader market, with the re-
mainder going to Sony Reader. Last
week, rival Barnes & Noble intro-
duced a competing e-book reader
called NOOK, priced at $259.

The company is also seeing
growth in Amazon Prime mem-
berships. Prime members pay an
annual fee and receive unlimited
free shipping and reduced over-
night shipping options.

The growth of Prime has been
particularly strong in overseas
markets, the company said.

“When we look at the interna-
tional Prime programs, not only
in Japan but also in Europe, we are
seeing similarities in terms of sub-
scriber growth as well as renewal
rates,” Szkutak continued.

Amazon.com predicted that
fourth-quarter sales will be be-
tween $8.13 billion to $9.13
billion.

“You should see more expansion
in the categories we're in, as well as
more geographical expansion over
time,” Szkutak said.

Online retail giant Amazon.com CEO Jeff Bezos with the Kindle DX. EMMANUEL DUNAND/AFP/GETTY IMAGES
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Halloween: A harbinger for holiday shopping

By HEIDE B. MALHOTRA
Epoch Times Staff

Nervous retailers are cautiously
keeping an eye on Halloween shop-
ping as a prediction of the 2009
holiday shopping season, but the
bad news is that analysts predict
that shopping for Halloween cos-
tumes and party supplies this year
will take a 15 percent hit from 2008.

“The largest majority (88.0 per
cent) plan to spend less overall,” the
National Retail Federation (NRF),
a global retail trade organization,
said in a survey. “Others say they
will be buying less candy (46.5 per
cent), using last year’s decorations
without buying new ones (35.4 per
cent), making costumes instead of
purchasing them (16.8 per cent),
reusing last year’s costumes (15.8
per cent), and not participating in
as many Halloween activities such
as haunted houses or fall festivals
(26.4 per cent).”

Even the carved pumpkin, the
all-American Halloween symbol,
will lose out due to economic reali-
ties. Fewer Americans will buy new
pumpkins this year, NRF found.

Due to employment losses, re-
duction of pocket money, and bud-
get tightening, 18—24 year olds are
curtailing Halloween spending by
21 per cent.

“The overriding theme for Amer-
icans’ Halloween celebrations this
year will be, ‘How creative can I be,
and how little can I spend?’” Phil
Rist, vice president at BIGresearch
said in an NRF press release.

Most Americans still love witch
and even vampire costumes, but
will try to make the costume by
hand, experts said. Vampire cos-
tumes have become the hot item,
NRF claims. Most likely, the mul-
titude of vampire television shows
and movies over the past year has
a lot to do with this trend.

“Pop culture always influences
Halloween costumes, and it will
be interesting to see how creative
Americans can get this year,” said
Tracy Mullin, president and CEO
at NRF.

HOLIDAY SHOPPING LESS
GLOOMY THAN IN 2008
Consumers will continue to spend
their hard-earned dollars in 2009,
but will be far more frugal, spend
at a lesser rate than in 2008, and
be highly selective in what they buy.
“Americans will focus primar-
ily on practical gifts and shop on a
budget this holiday season,” Rosa-
lind Wells, chief economist at NRF,
said in a statement.

Halloween shopping is predicted to
drop 15 percent from last year, worrying
retailers. DAVID MCNEW/GETTY IMAGES

NRF predicts less than one per-
cent decline in holiday shopping,
from $442 billion to $438 billion,
compared with 2008. But retailer
discounts won’t lure custom-
ers to the stores for early holiday
shopping.

According to a recently published
report by American Express Co.,
69 per cent of those surveyed said
a department store discount would
not motivate them to shop early for
the holidays.

Retailers are less willing to re-
duce merchandise to levels seen in
2008. To reduce cost, retailers ex-
pect shoppers to find less customer
friendliness, a smaller sales force,
less holiday decorations, a smaller
merchandise selection, and defi-
nitely fewer or no discounts.

In 2008, retailers hired 63 per
cent less holiday sales people than
in 2007, and the lowest since be-
fore 1998. Even in 2003 and 2005,
more than 450,000 seasonal work-
ers were hired, according to the NRF
“2009 Holiday Survival Kit.”

“Don’t bank on deep discounts,”
NRF quoted the Saks Inc. CEO on
its Web site.

HOLIDAY SHOPPING

PREDICTIONS ABOUND

“Americans continue to save at his-
torically high rates while also paying
down debt, and these factors com-
bined suggest another chilly holi-
day season for retailers,” Carl Steidt-
mann, chief economist at Deloitte
Services LLP said in a statement.

The Deloitte survey suggests “flat
sales,” with total holiday revenues
hovering around $810 billion.

In the same survey, Deloitte dis-
covered that retailers are reducing
inventories, keeping strict control
over pricing and expenses, and
holding advertising to a minimum.

Retailers that sell electronic mer-
chandise can expect improvement
in their sales, while others with gen-
eral consumer products will see a
decline, leaving the total year-end

financial receipts at an unexciting
level.

Deloitte advises retailers to take
advantage of social networking,
including Twitter and Facebook,
Classmates.com, Vox, and many
others that have sprung up over the
past years.

Clothing retailers will see a 2 per
cent decline, but still an improve-
ment over last year’s 9 percent de-
cline. Also, mass product retailers
will see a 2.5 per cent increase in
merchandise sales, according to Re-
tail Forward, a retail research firm.

Just as Deloitte, Burst Media,
Nielsen Company, and Retail For-
ward all predict somewhat flat sales
for the holiday shopping season, the
NPD Group found in its survey that
sales will probably drop by a steep
4 percent.

“Perhaps the biggest X-mas X-
factor [the number of variables
affecting the holiday sales] is the
overall state of U.S. consumers'
psyche. Will they be feeling frugal
or will they have a case of frugal
fatigue and unleash some pent-up
demand?” Marshal Cohen, chief
industry analyst of the NPD Group
Inc., explained in a statement.

Holiday sales increased by 8.2 per
cent between 1998 and 1999 and
nosedived to 2.2 per cent by 2001,
moving up again to between 6 and
7 per cent from 2003 to 2005 and
nose diving again starting with
2000, with the worst in 2008 (a
negative 4.5 per ent).

More than Go per cent of Ameri-
cans live from paycheck to pay-
check, CareerBuilder.com deter-
mined from a recent survey, putting
increasing pressure on retailers to
hit their sales targets.

“The results of this study do not
bode well for any retailers other
than supermarkets, gas stations
or discount specialists and mass
merchandisers,” suggested Career-
Builder in a recent press release.

The younger generation will con-
tinue to spend on their wardrobe,
dining out, and taking a trip, while
the older generation will maintain
the same level of spending as in
prior months.

“There has been a shift in how
consumers are expressing their
wants and needs ... I don't think
anyone expects the American con-
sumer to quickly return to the
spending levels of the last few years,
but amid their cautiousness, we are
seeing some areas where people are
willing to increase spending,” Pa-
mela Codispoti, senior vice presi-
dent and general manager at Ameri-
can Express, said in a statement.



