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15 LESSONS FROM

JEFF BEZOS




1. IT'S ALL ABOUT THE LONG
TERM

When you think on the long term, you have a BIG
advantage compared to those who don't.

Bezos was willing to make investment decisions in
light of long-term market leadership rather than
short-term profitability or Wall Street reactions.

“Qur first shareholder letter, in 1997, was entitled, “It’s all about the long-term”. If
everything you do needs to work on a three-year time horizon, then you're competing
against a lot of people. But if you are willing to invest on a seven-year time horizon, you're
now competing against a fraction of those people, because very few companies are willing
to do that. Just by lengthening the time horizon, you can engage in endeavours that you
could never otherwise pursue. At Amazon we like things to work in five to seven years.
We're willing to plant seeds, let them grow — and we 're very stubborn. We say we are
stubborn on the vision and flexible on the details "
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2. A COMPETITIVE
ADVANTAGE IS ESSENTIAL

Online selling is a scale business characterized by
high fixed costs and relatively low variable costs.

This gives Amazon a huge competitive advantage as
it is very hard for smaller e-commerce companies to
compete with them. It's one of the key reasons why

Amazon is so successful.
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3. BE OBSESSED BY YOUR
CUSTOMERS

Customer obsession is the core of Amazon's success.

Amazon has always had the objective to build the
earth’s most customer-centric company.

Bezos believes that constantly lowering prices and
maximizing value for customers will result in a larger
dollar amount of free cash flow for Amazon over
time.
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4. FOCUS ON ORGANIC
REVENUE GROWTH

Topline growth is the most preferred source of
growth.

Only invest in companies which manage to grow.
their revenue organically at an attractive rate. Over
the past 15 years, Amazon grew its revenue with
26‘%3(!) per year.
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5. GOOD INVESTING AND
GOOD BUSINESS ARE
SYNONYMOUS

When you invest in good businesses, great
investment results will follow eventually.
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6. FREE CASH FLOW IS KING

‘Earnings don't determine the value of a company,
the present value of future cash flows does.

In his annual letters, Bezos stated multiple times
that free cash flow is Amazon's key financial
metric.
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To our sharcholders:

Our ultimate financial measure, and the one we most want to dnve over the long-term, is free cash flow per
share.
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7. ADVERTISING IS THE
PRICE YOU PAY FOR HAVING
AN UNREMARKABLE
PRODUCT OR SERVICE

When you have a great company, the product will
sell itself.

You want to invest in companies that produce
products or services customers LOVE.
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8. CULTURE IS EVERYTHING

In the short term, valuation is the most important
mover for the stock price.

In the long term, free cash flow growth and the
culture of the company is.
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9. BE CASH-FAVORED AND
CAPITAL EFFICIENT

Bezos stated that Amazon is fortunate to benefit
from a business model that is cash-favored and
capital efficient. They don't need physical stores nor
do they need a lot of inventory.

A low capital intensity is key for quality companies
as this allows them to grow exponentially when they
reinvest in themselves.
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10. IMPROVE EVERY SINGLE
DAY

Every annual letter, Bezos mentions it's still Day 1
for Amazon.

Operational excellence means delivering continuous
improvement in customer experience, driving -
productivity, and margin efficiency. This should be
the goal for every company.
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11. FOCUS ON RETURN ON
INVESTED CAPITAL (ROIC)

Bezos has always had the long-standing objective of
building the best, most profitable, highest return on
capital long-term franchise.

The ROIC is THE most important metric for quality
investors. The higher, the better.

ROIC o Net Operating Profit after Tax
Formula Total Invested Capital
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12. DON'T FOCUS ON THE
STOCK PRICE

Bezos stated that they don't celebrate a 10%
increase in the stock price as much as they
celebrate excellent customer experience.

In the end, the fundamentals of the company is all
what matters.
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13. SECULAR TRENDS ARE
YOUR FRIEND

Treat external trends as your friend.

If you fight them, you're probably fighting the
futgure. Embrace thgem and gou’llydo great.
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14. DON'T BE AFRAID TO
FAIL

Failures are crucial to become successful.

Plant seeds daily. Good companies should reinvent
themselves every single day.
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15. INVEST IN DURABLE
COMPANIES

A great business has four characteristics: customers
love it, it can grow to very large size, has strong
returns on capital and it’s durable in time with the
potential to endure for decades.

When you find a company that ticks all boxes, don't
just swipe right, get married.
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FOLLOW ME

If you learned
something, please
spread the word by
liking or reposting this
piece

[WWW.COMPOUNDINGQUALITY.NET]
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