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“Amazon’s growth continues, but is it déjà vu to Walmart of the late 90’s?” 

Amazon sent shock waves through the retail sector last week with its surprise $13.7B buyout offer for Whole 

Foods. This was by far the largest acquisition to date for the retail sector’s public enemy no. 1. Grocery 

competitors sold off aggressively on the news in anticipation of expected investments and margin 

compression necessary to compete with such a fierce competitor.  

Most often a large buyout will send the acquirer’s stock down commensurate with the cost of the acquisition. 

The optimism around the price paid and growth opportunity from a new addressable market actually sent 

Amazon’s stock up over $23, adding nearly $11B in market cap value, just shy of the acquisition cost.  

The acquisition will actually be funded with debt, but the math behind the market’s reaction shows just how 

much faith shareholders have in Jeff Bezos’ vision for Amazon’s growth opportunities and ability to control 

its own destiny. Amazon stock closed the week at $987, up just shy of 32% for the year and an astounding 

73,978% since the pre-split IPO price of $16 in 1997. A $10,000 investment in 1997 would be worth over 

$7.4MM today.  

Those numbers seem almost unmatchable for such a large company in a short span, but it may surprise some 

that they almost exactly echo the trajectory of Walmart before the turn of the century. Walmart incorporated 

in 1968 and turned public in 1978. After a choppy couple years amidst a bear market in stocks, the stock 

went on to gain over 59,508% from 1980 through the end of 1999, assuming the reinvestment of dividends.  

 

During that time Walmart’s sales grew from $900MM to over $137B, right in line with Amazon’s 2016 sales 

of $136B. Fast forward to today and Walmart’s sales have ballooned to an even more impressive $487B in 

the most recent fiscal year. So although a quadruple in sales is a large deceleration from Walmart’s 30%+ 

annualized average its first 30 years, surely investors should still have fared ok since 2000, right?  

Wrong. 

 

Company Walmart Amazon

Time Period
01/01/1980 - 

12/31/1999

05/15/1997 - 

06/16/2017

Total Return 59508% 73978%

Annualized Return 37.6% 39.1%

Walmart

Time Period
01/01/2000 - 

05/31/2017

Total Return 54.7%

Annualized Return 2.5%



Since the turn of the century, Walmart has returned just its dividend payment to shareholders. Despite sales 

and profits growing 355% and 436% over that time, respectively, the stock has been dead money. So how is 

that possible if markets are efficient in tracking a company’s value? 

That is where valuation comes into play. In 1979, investors were offered a bargain when Sam Walton’s 

company was trading at just 13x earnings and 1.8x sales despite sales growth of between 32% and 44% the 

previous five years. That was because the broader equity market was trading at cyclically low valuations in 

the single digits and the market likely underappreciated the growth story unfolding. Fast forward to the end 
of 1999 and Walmart commanded a P/E ratio of 55x earnings and 2.24x sales. At that point, conventional 

thought was that no one would be able to compete with Walmart’s pricing and distribution model and as 

soon as Walmart entered a town, retail competitors would shut down. Sound familiar? 

Today, Walmart trades at 17x earnings and 0.47x sales.  

 

Amazon has been consistent with its investing for growth mantra since the inception of Jeff Bezos’ “Day 1” 

agenda laid out in the very first Amazon annual letter. It is not that Wall Street is ignoring the 186x earnings 

multiple on the stock, it just appears to be rewarding a company that has kept its promise to invest for growth 

and succeeded in just that mission.  

Walmart commanded a very similar image in the mid to late-90’s in the eye of investors who thought the vast 

majority of retail would be unable to compete. That same affinity torch has now been passed to Amazon. It 

started with books, grew to broader retail, and now to the $700B grocery industry. It is very likely that 

prescription drugs are next on the agenda.  

Brick-and-mortar retailers have to be at a loss watching Amazon now make its foray into brick-and-mortar 

bookstores and grocery establishments following 20 years of price gouging that forced such stores to shutter. 

How do you compete with a company that doesn’t care to make money? Unfortunately, competitors are most 

often not able to match Amazon’s pricing and shipping model and would likely see their stocks crater if 

margins were to compress commensurate with incremental costs to match such an experience. It is a catch-

22 that brick-and-mortar stalwarts have yet to figure out.  

Being that Bezos is one of the sharpest entrepreneurs and fiercest competitors we have ever seen, he knows 

to strike while the iron is hot and he will continue to use investor affinity for Amazon’s equity and debt to 

finance further expansion for his Empire. He also is slowly building a media conglomerate and the largest 

cloud storage network through Amazon Web Services, a Fortune 500 company of its own.  

With all that said, it goes in the face of prevailing consensus to doubt Amazon’s growth opportunities and 

market valuation. Investors should maintain their marvel with retail’s largest threat and benefactor while 

also monitoring for any deceleration in growth and the potential for anti-trust issues from its growing size. 

Walmart

Revenue ($ In 

Millions)

Price to 

Earnings Ratio

Price to Sales 

Ratio

1979 900.3                       13.0 1.77

1999 137,634.0              55.1 2.24

2017 487,511.0              17.3 0.47

Amazon

Revenue ($ In 

Millions)

Price to 

Earnings Ratio

Price to Sales 

Ratio

2017 135,987.0              186.0 3.40



Walmart shareholders over the past 17 years would also certainly send caution to those investors with 

unbridled enthusiasm for owning a stock regardless of fundamental valuation, especially those who enter 

late with the fear of missing out.  

For further reading, we would recommend The Everything Store: Jeff Bezos and the Age of Amazon by Brad 

Stone.  

 
 
Jack Holmes, CFA® & Todd Feltz, CFP® 

WealthPLAN Partners 
 

Sources: Bloomberg, Yahoo Finance, Company Financials 

 

The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations for any 

individual.  To determine which Investment(s) may be appropriate for you, consult your financial advisor prior to investing.  Information is based on 

sources believed to be reliable, however, their accuracy or completeness cannot be guaranteed. Statements of forecast and trends are for informational 

purposes, and are not guaranteed to occur in the future.  

Advisory services offered through Feltz WealthPLAN, DBA of WealthPLAN Partners.  Securities offered through Securities America, Inc., Member 

FINRA/SIPC. Feltz WealthPLAN and Securities America are separate entities. 

Sales ($MM) Sales Growth Sales ($MM) Sales Growth

1968 12.6                1995 0.5                     

1969 21.4                69.3% 1996 15.7                   3040.0%

1970 30.9                44.5% 1997 147.8                841.4%

1971 44.3                43.5% 1998 609.8                312.6%

1972 78.0                76.2% 1999 1,639.8            168.9%

1973 124.9             60.1% 2000 2,762.0            68.4%

1974 167.6             34.2% 2001 3,122.4            13.0%

1975 236.2             41.0% 2002 3,932.9            26.0%

1976 340.3             44.1% 2003 5,263.7            33.8%

1977 478.8             40.7% 2004 6,921.1            31.5%

1978 678.5             41.7% 2005 8,490.0            22.7%

1979 900.3             32.7% 2006 10,711.0          26.2%

1980 1,258.3         39.8% 2007 14,835.0          38.5%

1981 1,655.3         31.6% 2008 19,166.0          29.2%

1982 2,462.6         48.8% 2009 24,509.0          27.9%

1983 3,398.7         38.0% 2010 34,204.0          39.6%

1984 4,072.9         19.8% 2011 48,077.0          40.6%

1985 6,453.0         58.4% 2012 61,093.0          27.1%

1986 8,506.6         31.8% 2013 74,452.0          21.9%

1987 11,909.1       40.0% 2014 88,988.0          19.5%

1988 15,959.3       34.0% 2015 107,006.0       20.2%

1989 20,649.0       29.4% 2016 135,987.0       27.1%

1990 25,810.7       25.0%

1991 32,601.6       26.3%

1992 43,886.9       34.6%

1993 55,483.8       26.4%

1994 67,344.6       21.4%

1995 82,494.0       22.5%

1996 93,627.0       13.5%

1997 104,859.0    12.0%

1998 117,958.0    12.5%

1999 137,634.0    16.7%

…

2017 485,873.0    

AmazonWalmart


