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Abstract: 

 In the contemporary business landscape, companies must act swiftly and adapt rapidly to changes. Mergers 

and acquisitions (M&A) can serve as valuable tools for firms to accomplish their strategic objectives. In 

this post, we will delve into Amazon.com's acquisition of Whole Foods Market, which was finalized on 

August 28th, 2017. This transaction, valued at approximately $13.57 billion (equivalent to $42.00 per share 

of Whole Foods Market), emerged as a significant corporate restructuring event of that year and marked 

the largest acquisition of a brick-and-mortar business to date. 

This study is designed to shed light on the following key areas: 

 A critical analysis of the acquisition between Amazon and Whole Foods Market. 

 The signals that this acquisition sends to the market, taking into account changes in consumer 

preferences. 

 Potential future moves and strategies that Amazon may pursue. 

In conclusion, we found that Amazon's strategic objectives align well with the acquisition of Whole 

Foods Market. This acquisition not only enhances Amazon's capabilities but also expands its ecosystem. 

Furthermore, we argue that this deal may only be the beginning of an extensive and costly process for 

Amazon, which, if successful, could lead to substantial profits for the company. 

 

INTRODUCTION 

The beginnings of Amazon.com, Inc. (AMZN; NAICS1 code: 518210) may be traced back to Seattle, 

Washington, in 1994. A tiny business operating under the name Cadabra Inc. began by selling books online. 

It is currently regarded as the world's top retailer. Around 18% of online grocery sales in the US were made 

by the e-commerce behemoth at the start of 20182. Customer preoccupation (rather than competitive 

emphasis), betting on ease, and providing the greatest prices are some of the guiding principles of Amazon. 

In reality, one aspect of Amazon's success was the speedy turnaround between placing an order and 

receiving the product, which was made possible by a number of strategically placed warehouses across the 

country.  

The business is renowned for its long-term orientation as well. The creator, chairman, president, and CEO 

of Amazon, Jeff Bezos, constantly emphasizes that he invests largely in other platforms and products with 

the goal of growing market share and creating long-term value. 

The business has also made significant investments in technical advancements, including the creation of 

the voice-activated smart speaker Amazon Echo and the application of cutting-edge data analytics to 

enhance its operations. 
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In addition to its retail business, Amazon has also diversified into other areas, including cloud computing 

with Amazon Web Services (AWS), entertainment with Amazon Prime Video, and artificial intelligence 

with its Alexa virtual assistant. 

Whole Foods Market, Inc. (WFM; NAICS code: 445110) was created in 1980 as a result of the merger of 

Safer Way Natural Foods and Clarksville Natural Grocery. The first "Certified Organic" retailer in the 

nation and the first supermarket chain to successfully promote natural and organic goods on a large scale 

were both owned by Austin, Texas-based WFM. The company's motto "Whole Foods, Whole People, 

Whole Earth" encapsulates how it is successfully run. Its value-driven management strategy enabled it to 

draw in and retain a substantial number of customers. 

More specifically, the concept of a farmer-friendly brand that provides healthier products for its customers 

enabled them to increase market share and become one of the leading grocery chains in the U.S. The general 

well-being was a different strand that WFM was always interested in. One illustration of their dedication 

in this manner is the Whole Planet Foundation. But the corporation had a number of issues in the recent 

past. The company's brand was being severely harmed by the moniker "Whole Paycheck," which was given 

by social media in reference to the superior pricing policies employed by the business. Additionally, the 

business struggled to adapt to the escalating competition, which led to a loss of market share. Performance-

wise, WFM was also having trouble. Sales have essentially been steady since 2015, and investors' concerns 

about the company's financial statements "bottom line" have grown. 

The literature study will be the first portion of this paper, and it will include a summary of the pertinent 

literature on the reasons for mergers and acquisitions, the many kinds of synergies, and the valuation 

methods applied to examine the target company. 

Second, we'll provide a summary of Whole Foods and Amazon's business and financial standing as well as 

an assessment of the food and beverage sector, with an emphasis on the most recent trends and commercial 

potential. 

Details about the acquisition 

M&A currently play an important part in Amazon's growth strategy, enabling the company to increase its 

impact across new sectors while simultaneously bolstering its position in current ones and obtaining 

complementary skills (filling the gap in its current ones). To our surprise, after buying WFM in 2017, 

Amazon has quick access to 2% of the $600 billion American food market. Additionally, Amazon would 

have its first substantial exposure to "offline" retail through the partnership.  

In the months before to the announcement of the sale, there were a few "red flags" in WFM's financials. In 

essence, we highlight how far worse the firm was performing than its rivals in terms of profitability. 

Furthermore, the majority of WFM's key indicators (such as "Same-Store Sales") showed a significant 

negative variation when compared to the same time of the previous year. 

According to our research of the official proxy statement, the first contacts that WFM received or initiated 

in order to engage in a corporate restructuring operation go back two months prior to the public 

announcement of Amazon's proposal. Contrary to what was believed at the time of the announcement, 

WFM also had separate talks with Amazon during this time and received inquiries from two businesses, 

four private equity firms, and four private equity funds. 

In actuality, Amazon's offer was higher than that of its rivals. Due to its "deep pockets" and 

complementarity in both capabilities and market regions, the business was positioned as the best option to 

arrest WFM's decline and increase value. Due to this, the total consideration of Amazon's offer ($42.00 per 

share) was estimated to be roughly $13.57 billion (the acquisition's total purchase price is $14.76 billion 

after subtracting the long-term debt of WFM and the total fee paid by Amazon). 
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Amazon made the decision to pay the entire amount in cash. In order to obtain a $13.7 billion, 364-day 

senior unsecured bridge term loan, the company decided to sign a commitment letter with Goldman Sachs 

Bank USA, Goldman Sachs Lending Partners LLC, Merrill Lynch, Pierce, Fenner & Smith Incorporated, 

and Bank of America, N.A. This will enable the transaction to close quickly and arbitrarily. The company 

then made the decision to sell debt for a total of $16 billion over seven installments in order to fulfill its 

first fundraising requirements. 

We may deduce that investors believed the purchase of Amazon was good news from the market's reaction 

to the merger announcement. More precisely, on June 16, 2017, WFM and Amazon saw their stock prices 

rise by 25.54% and 2.41%, respectively. To put it another way, it is simple to conclude from looking at the 

stock prices of both parties that investors expected the acquisition to generate significant synergistic profits. 

The organic food chain merged with Walnut Merger Sub, Inc. (an indirect wholly owned subsidiary of 

Amazon that had no other activities other than its formation and the activity related to the acquisition) in a 

transaction known as a reverse triangular merger with the aim of integrating WFM into Amazon's 

ecosystem. To put it another way, the organic food chain and Walnut (the special-purpose vehicle) merged 

and both stayed in operation. As a result of this operation, WFM is now a subsidiary of Amazon. Under the 

WFM name and brand, the company continued to operate its stores, while John Mackey continued to work. 

On the other hand, the founding members of the surviving entity would be the directors of Merger Sub at 

the moment of the merger. 

 

 

LITERATURE REVIEW 

Since the middle of the 1950s, academics have been interested in mergers and acquisitions (Chatterjee, 

1986). The different reasons why businesses combine, how it impacts the returns of shareholders who are 

bidding, how much a target firm is worth, and how it affects the economy as a whole have all been discussed 

and analyzed in the current literature. 

This section will discuss the relevant literature on the motivations for mergers and acquisitions, as well as 

an analysis of the value that mergers create for both the acquiring and target shareholders, a list of the 

various types of synergies that result from mergers, and an overview of the valuation techniques that were 

used to analyze the target company, with an emphasis on the most accurate ways to calculate the cost of 

capital. 

Given the breadth of the M&A industry and the vast range of potential targets and bids, takeover reasons 

are numerous and varied. A typical criterion for assessing a merger's success looks at whether it increases 

the value of the target and acquiring corporations overall. A successful tender offer generally increases the 

value of the target and acquiring businesses by 7.4% (Bradley, Desai, & Kim, 1988). 

Mukherjee, kiymaz, and Baker(2004) polled chief financial officers of US businesses that had completed 

M&A transactions between 1990 and 2001, and they found that operating synergy was their top driving 

factor. 

Berkovitch & Narayanan discovered that 76.4% of the 330 tender offers they examined in 1993 had positive 

overall effects, indicating that synergy was the primary force for takeovers. They also suggested hubris and 

agency motivation as other causes of takeovers. The former refers to acquisitions that take place as a result 

of the acquiring management's desire to advance its wellbeing at the expense of the acquiring shareholders. 

This incentive is more prevalent and seems to be the primary motivator of value-decreasing acquisitions as 

conglomerate mergers spread out the corporate risk. According to the hubris argument, the target is 

overvalued by management and acquisitions can still happen even though there are no synergies. 
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The article "The Amazon-Whole Foods Deal: What Every Business Needs to Know" by Forbes contributor 

Pamela N. Danziger was published in 2017. This article discusses the Amazon-Whole Foods merger and 

its potential repercussions on the supermarket industry. According to the author, the merger represents a 

significant change in the retail landscape and highlights the need for companies to adapt to the changing 

industry dynamics. 

The article "Amazon's Purchase of Whole Foods: The New Retail Realities and Its Effect on Supply Chains" 

from Supply Chain Management Review (2018) This academic essay examines how the combination of 

Amazon and Whole Foods would impact supply chain management. The merger, according to the authors, 

highlights the need for firms to adapt to the changing dynamics of their industries and creates new 

possibilities and challenges for supply chain management. 

Synergy is the primary objective of a planned merger, as described by efficiency theory. The efficiency 

theory of mergers dominates both the field of corporate strategy and the research of the incentives for 

mergers. There is congruence between the findings of Berkovitch & Narayanan (1993), who identified 

synergy as the key factor in takeovers, and additional data that back up this notion. According to the 

monopoly hypothesis, mergers are a way to gain market dominance. 

When examining "whether corporate restructuring may best be characterised as an efficient response to 

economic shocks," Mulherin and Boone (2000) came to the conclusion that businesses can more effectively 

respond to economic changes by adjusting their size through a merger or a divestiture. 

Government regulations could also have a big influence on how M&A transaction proceeds are allocated. 

Bradley, Desai, and Kim (1988) investigated successful tender offers between 1963 and 1984 and found 

that the bulk of the gains went to target stockholders. They also described how, in a zero-sum game, rules 

like the Williams Amendment from 1968 and others transfer earnings from the acquiring shareholders to 

the target. 

Synergies 

The word "synergy" in English has its roots in the Greek word sunergos, which means "working together." 

Synergies are "the added value produced by integrating," according to Damodaran (2005).  As the "magic 

element that permits acquirers to pay billions of dollars in premiums in acquisitions," two businesses open 

doors that would not be open to these firms working alone. Usually 30% more than the market value, these 

premiums are paid for the target company. 

According to Damodaran (2005) and Devos, Kadapakkam, & Krishnamurthy (2009), the two types of 

synergies that may come from an M&A are operating and financial synergies. Operating synergies, which 

may lead to economies of scale, improved market domination, or increased growth potential, have an 

influence on the operations of the merged firm. Financial synergy is produced by increased debt tax 

sheltering, diversification, or increased debt capacity. 
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Fig:1 synergy 

Sirower and Sahni (2006) created the synergy matching concept to demonstrate that synergies also have a 

cost. They emphasized that "synergies don't come from free," and that "it is crucial to account for the 

additional capital investments or costs that will be necessary to generate any synergies." 

Valuation Techniques 

The DCF analysis emerged as the most reliable technique for evaluating business assets in the 1970s. The 

most common method for valuing target firms, whether they are public or private (49.3%), is this method, 

along with the market multiples technique (33.3%). (Baker, Mukherjee, Kiymaz, 2004). The DCF strategy 

is the most used investment assessment method, and it performs at least as well as the multiples approach 

(Kaplan & Ruback, 1995), according to Robert F., M. Eads, S. Harris, and C. Higgins (1998). Mohan, 

Ainina, Kaufman, and Winger (1991) claimed that the DCF represented the greatest price that could be 

paid for a purchase. 

A variety of ratios can be used in the context of the comparables approach to estimate the target's value, 

which can be based on either recent comparable transactions or the market prices of competitors in the same 

industry. Managers regularly use the P/E ratio, claim Mohan, Ainina, Kaufman, and Winger (1991). 

An estimation of future cash flows and a suitable discount rate are necessary when using the DCF approach. 

Due to the high sensitivity of the study to changes in the financial projections and cost of capital, 63.1% of 

the businesses do a sensitivity analysis to take these changes into account. 70% of the questioned CFOs 

utilize the results of sensitivity analysis to make decisions because of the significant financial stakes 

involved with these changes. 

BUSINESS PROFILE 

AMAZON  

 

fig:2 amazon products 
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With a focus on e-commerce, cloud computing, online advertising, digital streaming, and artificial 

intelligence, Amazon.com, Inc. is an American multinational technology company. It has regularly been 

described as "one of the most influential economic and cultural forces in the world" and is frequently 

recognized as one of the most valuable brands in the world. Jeff Bezos established Amazon on July 5, 1994, 

in his Bellevue, Washington, garage. It began as an online bookstore for books but has subsequently 

expanded to include a wide range of goods, earning the moniker "The Everything Store." 

In May 1997, Amazon went public. In 1998, it started selling music and films. In 2003, it acquired German 

and British online book retailers to launch its worldwide business. The following year, it started offering 

software, games, toys, consumer electronics, music, video games, and consumer electronics. It launched 

Amazon Web Services (AWS) in 2002, with the intended goal of giving web developers access to APIs so 

they could build web apps on top of Amazon's e-commerce platform. In 2004, AWS integrated web crawler 

data and website popularity information from the Alexa Web Information Service. Later, AWS shifted its 

attention to providing commercial services, introducing the Simple Storage Service (S3) and Elastic 

Compute Cloud (EC2) in 2006 and 2008, respectively. These services made it possible for companies to 

contract with Amazon for data processing and storage. The online retailer also launched the Fulfillment by 

Amazon program in 2006, which let "third-party sellers" (individuals and small businesses) to sell items 

utilizing its warehouses and fulfillment infrastructure. Visits to Amazon.com have grown, going from 615 

million annually in 2008 to over 2 billion monthly in 2022. The e-commerce website ranks as the 14th most 

popular website globally. 

AMAZON products and Services  

A wide range of products are available on Amazon, including (videotapes, books, DVDs, music CDs, and 

software), apparel, baby products, consumer electronics, gourmet food, groceries, health and personal care 

products, industrial and scientific supplies, jewelry and watches, lawn and garden supplies, sporting goods, 

tools, automobile supplies, and toys/games. 

The company launched amazon.com Auctions, a web auction service, in March 1999. It was unable to 

lessen eBay's substantial market share, which made it the leader in the sector. Later, the business launched 

Sothebys.amazon.com, a now-defunct partnership with Sotheby's, in November and zShops, a fixed-price 

marketplace, in September 1999. Auctions and zShops gave way to Amazon Marketplace, a program 

launched in November 2000 that allowed users to sell both new and used goods, including CDs, DVDs, 

and books. In August 2007, AmazonFresh, a grocery delivery service for both perishable and nonperishable 

goods, was launched. Orders can be delivered to customers' homes at sunrise or within a set window of 

daylight. 

In 2013, Amazon launched Amazon.in, a website just for India. Where it all started was with electronics. 

The main Indian competitor to Amazon, Flipkart, said in July 2014 that it had raised $1 billion in capital 

and that it would be investing $2 billion (Rs 12,000 crore) in India to expand its operations.Amazon sold 

40% of all books sold in 2014 and 63% of all books bought online. 

Core Competency  

The core competencies of Amazon have been described as consumer convenience and accessibility, a great 

and effective search engine for finding products of one's choosing and at a reasonable price, endless 

selection options, personalized services, and outstanding website content. Amazon is strengthening its core 

capabilities by concentrating on customer demands and capitalizing on the expansion of the online market. 

They also use online technologies to help their consumers with their financial difficulties. By financially 

working with internet technology firms like Exchange.com, Accept.com, and Alexa.com, who are 

developing solutions for the online marketplace, the new core competencies are also being built in the e-

commerce marketplaces. The emerging marketplaces of live auctions, electronics, greeting cards, and 

generating client demands are where the new core competencies are being established. 
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Strategic Advantages  

Amazon's first three main competitive advantages are cost leadership, customer uniqueness, and focus 

strategy. Competitive strategies include the first approach, which focuses on producing the same quality 

product at a lower cost than the market, the second approach, which focuses on providing more options 

than competitors, and the third strategy, which focuses on a particular market segment by utilizing one of 

the two tactics. Amazon values also have a favorable effect on competitive advantages. Customer 

satisfaction and operational frugality are the company's two guiding principles, which underpin its 

operating approach. These concepts work together to enable Amazon.com gain and keep a strong 

competitive edge while boosting the efficiency of its workforce and company. owing to its economical 

approach. 

The key sources for these possibilities are technical advancement and innovation. The competitive 

advantage is the variety of options accessible from across the world on a single, easy-to-use website with a 

strong reputation for dependability. Amazon has developed infrastructure by spending a substantial number 

of money in order to make it simple for customers to shop for any items. 

Thanks to its innovative online marketing approach, Amazon unquestionably leads the industry in terms of 

cost leadership. The company must, however, also look at different strategies for gaining the competitive 

advantages. The competitors are also searching for methods to reduce expenses in order to compete with it. 

Each employee receives a predetermined portion from the corporation to make up for the wage shortfall. 

And lastly, ongoing innovation should be the company's top focus. If Amazon adopts changes that are 

consistent with the fast expansion of the worldwide market and its competitors, it will unquestionably 

maintain its dominance of the online industry. 

Financial Performance of Amazon  

For the fiscal year 2022, Amazon Marketplace reported the highest revenue of 214.62 billion 

Indian Rupees. This was an increase from the previous year. Amazon Internet reported 

earnings of more than 89 billion Indian rupees within the same time frame. 

 

 

Fig:3 revenue 

The company's current revenue (TTM) as per the most recent financial reports from Amazon is $524.89 

billion. The corporation's revenue increased to $513.98 billion in 2022 from $469.82 billion in 

2021.Revenue is the entire amount of money a company brings in from the selling of its goods or services. 
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Annual Revenue 

Year Revenue Change 

2023 (TTM) $524.89 B 2.12% 

2022 $513.98 B 9.40% 

2021 $469.82 B 21.70% 

2020 $386.06 B 37.62% 

2019 $280.52 B 20.45% 

2018 $232.88 B 30.93% 

Table 1: annual revenue  

Amazon’s Annual and Quarterly EBITDA is as follows: 

 Amazon's EBITDA increased by 23.6% year over year to $15.897 billion for the three months 

ending March 31, 2023. 

 Amazon's EBITDA was $57.204 billion for the year ended March 31, 2023, a rise of 2.51% over 

the previous year. 

 Amazon's EBITDA for the year 2022 was $54.169 billion, an 8.67% decrease from 2021. 

 EBITDA for Amazon in 2021 was $59.312 billion, up 23.36% from 2020. 

 Amazon's annual EBITDA for 2020 was $48.079 billion, up 32.34% from 2019. 

Profitability Performance 

Profitability 

Profit Margin 0.82% 

Operating Margin (TTM) 2.54% 

Table: 2 Profitability of Amazon 

Management Effectiveness  

Management Effectiveness 

Return on Assets (TTM) 1.91% 

Return on Equity (TTM) 2.98% 

Table 3: Management effectiveness of Amazon 

Stock Performance  

Exchange NASDAQ NYSE NASDAQ 

Open 129.33 85.32 2,613.98 

High 131.49 86.71 2,650.99 

Low 129.14 85.21 2,605.00 

Last 130.66 86.06 2,649.07 

Change 1.33 1.14 25.14 

% Change 1.03% 1.34% 0.96% 

Volume 1,56,85,254 40,28,426 46,968 

20-Day Average 

Volume 6,17,68,594 1,63,45,140 3,54,514 

Previous Close 129.33 84.92 2,623.93 

Table 4: Stock performance of Amazon 
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WHOLE FOODS MARKET  

 

Fig:4 Wholefoods market logo 

A major American grocery company called Whole Foods Market, Inc., which is a division of Amazon, 

provides products free of artificial colors, flavors, and preservatives as well as hydrogenated fats. Its 

headquarters are in Austin, Texas. The chain is a well-known organic grocery shop in the United States and 

has USDA Organic certification. While there are seven Whole Foods stores in the UK, there are more than 

500 in North America. 4 March 2019 is the date. Amazon acquired the company for $13.7 billion on August 

28, 2017. 

 

Whole Foods Market in early days  

John Mackey and Renee Lawson borrowed $45,000 from family and friends to open a tiny vegetarian 

natural foods store in Austin, Texas, named SaferWay in 1978 (the name was a spoof of Safeway). After 

being ejected from their apartment for storing food there, the two decided to reside at the company. Since 

the bathroom was designated for commercial use, there was no shower cubicle, so they showered using a 

hose attached to their dishwasher. 

Two years later, Mackey and Lawson collaborated with Craig Weller and Mark Skiles to incorporate 

SaferWay into their Clarksville Natural Grocery. As a consequence, the first Whole Foods Market, which 

included meat products, welcomed customers. The worst flood to hit Austin in 70 years happened on May 

25th, 1981. The merchandise of Whole Foods was destroyed, and the bulk of the equipment was damaged. 

Considering that Whole Foods Market lacked insurance, the damage was pegged at around $400,000. After 

obtaining help from creditors, vendors, and investors in the recovery, the business reopened 28 days later. 

Whole Foods Market commenced to expand from Austin in 1984, then to Houston and Dallas, then to New 

Orleans with the 1988 acquisition of The Whole Food Co. The firm opened a store in Palo Alto, California, 

in 1989 as part of its West Coast expansion.On January 23, 1992, the company launched its first public 

offering. 

Whole Foods Market Products 

Whole Foods Market offers only goods that adhere to its own set of criteria for what constitutes "natural," 

which it defines as minimally processed foods free of hydrogenated fats, artificial flavors, colors, 

sweeteners, preservatives, and a long list of other ingredients that are listed on their website under the 

heading "Unacceptable Food Ingredients." Even though the U.S. Food and Drug Administration (FDA) has 

determined that cloned animals and their progeny are safe to consume, Whole Foods Market has also stated 

that it does not intend to sell meat or milk from them or their children. Before June 2011, Whole Foods 

Market body care products may be promoted as organic even if they contained ingredients that were not 

approved by the USDA for use in organic food. Beginning in June 2011, Whole Foods Market's personal 
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care items have to adhere to the same USDA National Organic Programme criteria as its organic food. This 

mandated that goods bearing the "Organic" label must contain at least 95% certified organic components. 

Whole Foods offers a wide range of goods, such as fresh, frozen, or canned fruits and vegetables free of 

added sugars or other additives, whole grains like oats, quinoa, brown rice, and whole wheat, legumes like 

beans, lentils, and chickpeas, nuts, and seeds, as well as lean protein sources like poultry, fish, and tofu. 

They also sell dairy products made from whole milk, such as cheese and yoghurt. They also provide foods 

such sauces, marinades, breads, rolls, and bakery items, jams, jellies, and nut butters, as well as ice cream 

and frozen desserts. They also sell beverages like soda, juice, and water, vitamins and minerals, 

supplements, sauces, and marinades. Additionally, they offer dairy and eggs, meat, prepared foods, pantry 

staples, body care items, frozen foods, and snacks like chips, salsas, and dips. 

Whole Foods' Competitive Advantages 

The distinctive brand identity of Whole Foods is perhaps its largest competitive advantage. The firm has 

established itself as the industry leader in the organic and natural food market as a consequence of large 

expenditures made in store quality and customer service. Due to its distinctive selling qualities, it stands 

out from other supermarkets and has a loyal customer base. If the company wishes to maintain this image, 

it will need to continue ranking among the top businesses in the industry for facility investment. It will 

undoubtedly have to pay a significant labor expense in order to keep up its high standard of customer 

service. In some ways, these detrimental impacts on profitability and cash flow are somewhat countered by 

the strengthening of pricing power. 

Whole Foods clearly has a competitive edge due to its size and brand awareness, but it is primarily limited 

to a single area. Finally, the established and fiercely competitive grocery industry. The sustainability of 

Whole Foods' competitive advantage hinges on the unwillingness or inability of its larger competitors to 

enter the organic market.Whole Foods Market has numerous benefits over rival retailers, including: 

 Social work: Giving at least 5% of annual income to nonprofit organizations. It originates from 

both annual donations made at the store level and specific projects. 

 Involvement with the environment: Avoiding plastic bags, utilizing renewable energy sources, 

and assisting regional farmers. It got an EPA award in 2004 and 2005 and was third on the list of 

"Top 25 Green Power Partners" compiled by the US Environmental Protection Agency. In 2006 and 

2007, it won partner of the year. According to an EPA report from 2007, it was the second-largest 

buyer of green power nationwide. 

 Natural and Organic Foods: Whole Foods Market competes directly with the Fresh Market, 

Trader Joe's, and Sprouts Farmers' Markets Inc. since its primary concentration is on natural and 

organic foods. This is also advantageous because consumers like natural, healthful foods. 

 Reputable brand name: As Whole Foods Market created and grew into a leader in the organic and 

natural food sector, one of its greatest competitive advantages is its strong brand recognition. 

Few core competencies are:  

 A well-established brand: Whole items is renowned for its premium natural and organic items. 

This company's brand identification has assisted in luring in a following of devoted clients. 

 Considering the customer foremost: Whole Foods personnel are renowned for providing 

knowledgeable and amiable customer service. This emphasis on customer service aids in giving 

customers a satisfying purchasing experience. 

 Commitment to sustainability: Sustainability is something that Whole Foods is dedicated to. The 

business minimizes its environmental impact by using sustainable suppliers for its products. This 

commitment to sustainability helps in luring in environmentally conscious clients. 
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 Unique product offering: Whole Foods has a distinctive product selection that consists of a large 

range of organic and natural foods. The company can stand out from its rivals thanks to this product 

offering. 

 Strong supply chain: Whole Foods has a solid supply network that enables it to rely on reputable 

suppliers for the sourcing of high-quality items. The organization is able to uphold its high standards 

thanks to its efficient supply chain. 

 

Financial Performance of Whole Foods Market  

Amazon.com's purchase of Whole Foods Market in August 2017 caused a stir in the retail food and internet 

industries. In 2017, Whole Foods Market reported net sales of almost 16 billion dollars, according to its 

most recent annual report. The majority of their sales were made in the domestic market. After being 

acquired by Amazon, Whole Foods kept its physical presence and in 2020 added 500 locations to Amazon's 

network of physical stores. 

In 2017, Whole Foods Market generated $16.03 billion in revenue. This is an increase of 1.95% from the 

business's revenue in 2016. Several factors, such as the following, contributed to the company's revenue 

growth: 

 The demand for organic and natural foods is still expanding. 

 Whole Foods' store presence is growing. 

 The acquisition of a variety of smaller organic and natural food retailers. 

 

fig: 5 whole foods market revenue 

 

 

 

 

 

 

 

Table 5: EBITDA of WFM 

Year EBITDA 

2017 $1.3 billion 

2016 $1.22 billion 

2015 $1.3 billion 

2014 $1.1 billion 

2013 $1.0 billion 
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Profitability Performance of Whole Foods 

Particulars 2017 2016 2015 2014 2013 

Revenue $16.03 billion $15.73 billion $15.43 billion $14.47 billion $13.37 billion 

Net income $245 million $507 million $544 million $462 million $420 million 

Gross margin 34.50% 35.20% 35.40% 35.00% 34.90% 

Operating margin 6.00% 7.10% 7.30% 6.80% 6.60% 

Net margin 1.50% 3.20% 3.50% 3.20% 3.10% 

Table 6: Profitability of WFM 

As you can see, Whole Foods Market has become less profitable lately. Since 2016, the company's net 

income has decreased by about 50%, and its net margin has decreased from 3.2% to 1.5%. 

In recent years, the eCommerce sector has seen significant growth, revolutionizing both the retail 

environment and how people shop. Electronic commerce, or e-commerce, is the term used to describe the 

online purchasing and selling of goods and services. Due to its ease, broad product selection, affordable 

prices, and availability for on-the-go shopping at any time, it has experienced tremendous growth in 

popularity. 

The development of the eCommerce sector has been greatly aided by the development of the internet and 

technological improvements. More and more people have access to online shopping platforms thanks to the 

expansion of smartphones and the internet's accessibility. As a result, there has been a major change in 

consumer behavior, with people now preferring the ease of browsing and making purchases from home. 

The wide variety of products that are readily available to consumers is one of the main benefits of 

eCommerce. Customers may discover practically anything they need in one spot because to the wide 

selection of products available on online marketplaces like Amazon, eBay, and Alibaba that represent a 

variety of sellers. The opportunity to compare costs and read customer reviews, along with the great variety 

available, enables consumers to make well-informed purchasing decisions. 

Additionally, eCommerce has democratized entrepreneurship by giving individuals and small firms a 

platform to connect with a worldwide clientele. With the help of online marketplaces and platforms, 

vendors may create digital storefronts, doing away with the necessity for physical stores and cutting down 

on overhead expenses. This has made it easier for ambitious entrepreneurs to launch their own enterprises 

by lowering entrance barriers. 

One cannot exaggerate how convenient eCommerce is. Customers are not restricted by the limitations of 

regular store hours and can shop whenever they choose. People with busy schedules or limited mobility 

will especially benefit from this flexibility. Furthermore, trustworthy shipping services and doorstep 

delivery have increased the convenience of online shopping by bringing goods right to customers' doors. 

The application of data and analytics is a crucial part of the eCommerce sector. Online sellers have access 

to a multitude of consumer information, such as past purchases, browsing habits, and preferences. This 

information can be used to tailor the shopping experience, suggest appropriate products, and develop niche 

marketing strategies. eCommerce companies may continuously enhance their offerings and streamline their 

operations by analyzing client data. 

The eCommerce sector is not without difficulties, though. One of the main problems experienced by both 

businesses and customers is security and privacy concerns. Sensitive financial and personal information is 

needed for online transactions, which increases the risk of data breaches and cyberattacks. The eCommerce 

sector needs to establish confidence and ensure secure transactions if it is to continue expanding over time. 

Additionally, firms face difficulties as a result of the fierce rivalry in the eCommerce market. Businesses 

must distinguish themselves from their competitors by offering high-quality products, responsive customer 
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service, and competitive pricing. To stay ahead in this cutthroat environment, maintaining a strong online 

presence and offering a flawless customer experience is essential. 

The eCommerce sector is not without difficulties, though. One of the main problems experienced by both 

businesses and customers is security and privacy concerns. Sensitive financial and personal information is 

needed for online transactions, which increases the risk of data breaches and cyberattacks. The eCommerce 

sector needs to establish confidence and ensure secure transactions if it is to continue expanding over time. 

Industry Environment Of Ecommerce 

Additionally, firms face difficulties as a result of the fierce rivalry in the eCommerce market. Businesses 

must distinguish themselves from their competitors by offering high-quality products, responsive customer 

service, and competitive pricing. To stay ahead in this cutthroat environment, maintaining a strong online 

presence and offering a flawless customer experience are essential. 

In conclusion, the eCommerce industry has transformed the way we shop, offering convenience, variety, 

and accessibility to consumers worldwide. The industry's rapid growth is driven by advancements in 

technology, shifting consumer behavior, and the ability of businesses to adapt to changing market demands. 

As eCommerce continues to evolve, it will be exciting to witness how it further integrates with emerging 

technologies and reshapes the future of retail. 

The eCommerce sector operates in a dynamic, constantly changing environment that is influenced by 

different factors. Businesses must comprehend their industry's environment in order to adapt, develop, and 

succeed. The environment of the eCommerce sector includes the following important factors: 

 Technological developments: Technology is a key factor in the expansion and development of the 

eCommerce sector. Online transactions have been facilitated and the whole shopping experience 

has been enhanced by technological advancements including mobile devices, high-speed internet, 

secure payment gateways, and advanced logistical systems. By bringing new forms of interaction 

and personalisation, emerging technologies like artificial intelligence, virtual reality, and voice 

commerce continue to transform the market. 

 Internet Permeation and Connectivity: The success of eCommerce depends on how widely 

accessible and available the internet is. More consumers can use online shopping platforms and 

conduct purchases thanks to higher internet penetration rates and better connectivity. Global internet 

connection growth creates new markets and economic prospects for eCommerce companies. 

 Consumer Expectations and Behaviour: The growth of e-commerce has caused a dramatic change 

in consumer behaviour. Consumers now demand comfort, a large product selection, affordable 

prices, quick shipment, and individualised service. To be competitive in the market, businesses need 

to comprehend and adjust to these shifting consumer expectations. 

 Regulatory Environment: distinct areas and nations have distinct regulatory environments when it 

comes to eCommerce. Governments put policies and rules into place to safeguard consumer rights, 

guarantee fair competition, and handle issues with taxation, data security, and privacy. To operate 

lawfully and preserve customer trust, eCommerce enterprises must adhere to certain regulations. 

 Competitive Environment: There are many businesses seeking for market share in the fiercely 

competitive eCommerce sector. Established behemoths like Amazon, Alibaba, and eBay compete 

for customers' attention with smaller niche businesses. To acquire a competitive advantage, rivals 

use a variety of methods, including pricing, product differentiation, marketing, and customer 

service. 

 Logistics and supply chain management: Successful supply chain and logistics operations are 

essential for online retailers. Meeting client expectations and keeping a competitive advantage need 

careful consideration of order fulfilment, inventory management, and quick and dependable 

delivery services. Businesses who can optimise their processes and provide speedy, affordable 

delivery frequently have an advantage in the market. 
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 Globalisation and Cross-Border Trade: The eCommerce sector has made it possible for companies 

to extend beyond local markets and do international commerce. Businesses now have more access 

to global client bases thanks to globalisation. However, navigating foreign laws, traditions, and 

cultural disparities presents difficulties that need to be properly considered. 

 Data Security and Privacy: Data Security and Privacy are important issues since eCommerce 

involves the transmission of financial and personal information. To build confidence and preserve 

consumer data, businesses must make significant security investment, safeguard customer data, and 

adhere to privacy laws. 

In conclusion, the eCommerce sector operates in a complex and dynamic environment that is influenced 

by technological advancements, customer behaviour, laws, rivalry, logistics, and societal issues. 

Businesses must adjust to these variables if they want to succeed in this ever changing market. 

 

Current trends and challenges of ecommerce industries: 

 Businesses in this sector need to be aware of current trends and problems because the eCommerce 

market is always changing. Here are some important developments and issues in the online retail 

sector: 

 With the widespread usage of smartphones and other mobile devices, mobile commerce, or 

ECommerce, has grown in popularity. Online shopping and browsing are becoming more and more 

popular among consumers utilising their mobile devices. For eCommerce firms, it has become 

crucial to design mobile-specific websites and platforms, create specialised mobile apps, and offer 

a seamless mobile buying experience. 

 The blending of offline and online channels has emerged as a significant trend in the eCommerce 

sector. To offer a consistent shopping experience across several channels, such as physical stores, 

online, mobile apps, and social media platforms, many businesses are implementing omnichannel 

strategy. Customers may interact with brands in many ways and switch between channels with ease 

thanks to this. 

 Personalization and AI: As businesses strive to offer customised buying experiences, 

personalization has become a primary focus in eCommerce. Machine learning and artificial 

intelligence (AI) technology are used to analyse customer data, forecast preferences, and provide 

tailored product suggestions. Artificial intelligence-powered chatbots and virtual assistants are also 

being utilised to improve customer service and offer immediate assistance. 

 Sustainability and ethical behaviour: The eCommerce sector is placing more and more focus on 

sustainability and ethical behaviour. Customers are become more and more concerned with the 

environmental effects of their purchases and the ethical standards of the businesses they do business 

with. Businesses may draw in environmentally aware customers and set themselves apart from the 

competition by putting a high priority on sustainable sourcing, eco-friendly packaging, and fairtrade 

practises. 

 Social media platforms have developed into effective distribution tools for eCommerce. Social 

media platforms are used to advertise and sell goods to customers directly through social commerce. 

The ability to create shoppable posts and integrate eCommerce capabilities is now widely available 

on platforms, making it simpler for customers to find and buy things on social media. 

In conclusion, developments in the eCommerce sector include social commerce, omnichannel retailing, 

customization, and mobile commerce. Data security, international trade, logistics, rivalry, and regulatory 

compliance are among the difficulties.  
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Growth opportunity for Amazon after merger with Whole food: 

In 2017, Amazon and Whole Foods merged, starting up new growth prospects for the company. The 

following are some of the main expansion prospects brought about by this merger: 

 Increased Physical Presence: Whole Foods has a network of real stores all throughout the United 

States and other nations. Amazon has expanded its reach and built a stronger offline presence thanks 

to the merger, which gave them a sizable physical footprint. Amazon now has more room to 

experiment with new business ideas, such as click-and-collect services or leveraging actual 

locations as fulfillment centres for quicker delivery. 

 Enhancements to Grocery and Fresh Food Offerings: Whole Foods is renowned for its premium 

natural and organic food items. By joining forces with Whole Foods, Amazon has access to a 

reputable grocery chain and knowledge of the fresh food industry. As a result, Amazon has been 

able to increase the variety of groceries it offers and meet the growing demand for online grocery 

shopping. Additionally, Amazon has launched programmes like Prime Now delivery from Whole 

Foods stores and Amazon Fresh, giving shoppers easy access to fresh groceries. 

 Integration of Online and Offline Shopping: The merger has given Amazon the chance to connect 

its online marketplace to Whole Foods' physical locations. For instance, the integration of Amazon's 

Prime programme with Whole Foods' loyalty programme enables Amazon Prime members to take 

advantage of exclusive discounts at Whole Foods as well as earn and redeem points. By connecting 

online and offline shopping, this integration improves the user experience. 

 Data and analytics: Thanks to its loyalty programme and in-store transactions, Whole Foods has 

access to a multitude of customer information. Amazon may use this information to better 

understand customer preferences and behaviour in the grocery market by combining with Whole 

Foods. As a result, Amazon is able to tailor recommendations, enhance inventory control, and 

enhance its whole grocery operation. 

 Innovation and technological advancements: Amazon is renowned for its emphasis on innovation 

and new technology. By joining forces with Whole Foods, Amazon may use its knowledge of e-

commerce, logistics, and supply chains to improve Whole Foods' operations. To enhance 

productivity and the shopping experience for customers in Whole Foods shops, new technologies 

including automation, robotics, and data analytics are being implemented. 

 International Expansion: Prior to the merger, Whole Foods had a small international footprint, 

principally in the United States and a few other nations. The merger has given Whole Foods the 

chance to increase its footprint and promote its brand to new regions around the world thanks to 

Amazon's extensive global presence and experience in international markets. By taking advantage 

of the demand for organic and natural items among consumers abroad, this can propel growth for 

both Amazon and Whole Foods. 

 

 

 

DATA AND METHODOLOGY 

Data  

We intended to conduct more research on the topic, therefore in order to evaluate Amazon's acquisition of 

Wholefoods Market, we consulted a number of data sources. As was already said, an acquisition is a highly 

complex process, and if we continue to assess it solely on the basis of quantitative data, we risk drawing 

conclusions that are unreliable. As a consequence, we gathered information from the transaction's SEC 

filings as well as news and stories about the takeover that were published following the notification to the 

public. Likewise, according to the financial reports produced by both businesses. 
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By including non-quantitative data or "soft information" in our research, we were able to provide a 

justification for the conclusions we would give. This type of data is important since it aids in determining 

what may serve as the long-term drivers of value creation. Additionally, in the following sections, we will 

make connections between the deal's specifics and pertinent literature to improve both our analytical sense 

and our comprehension of the "sub-activities" related to Amazon's acquisition of WFM. 

We will also analyze the market's reaction to the purchase as part of our quantitative methodology, compute 

cumulative anomalous earnings (a semi-strong test), and evaluate the merits of Amazon's offer by multiple-

valuing WFM. In order to get information on the historical stock prices of both firms as well as the 

NASDAQ 100 Index, which served as the benchmark for calculating the cumulative anomalous returns, we 

used the Thompson Reuters Eikon Database. Based on the most current data available and prior to the deal's 

announcement, we also utilized a set of multiples to assess WFM's enterprise value and stock price. 

The fact that this particular purchase was not an "average case" was one of the elements that led us to make 

this particular choice. In other words, it could be valuable to grasp the fundamentals behind Amazon's 

decision and what they suggest to the market, despite the fact that it was difficult and the company's largest 

purchase to date. All things considered; it is safe to claim that the case study method is the most effective 

technique to handle the issues that this paper is intended to tackle. 

More particularly, we suggest evaluating the following topics:  

 To analyze the acquisition's essential components 

 What signals it sends to the market (while taking into account shifting consumer preferences) and 

Amazon's upcoming actions? 

Due to its emphasis on describing rather than testing, case study research is well suited for seeing emerging 

trends and behaviors (in the context of M&A, these studies can be crucial for finding possible return 

sources).  According to Yin (2003), a case study is a qualitative investigation that examines a current pattern 

occurrence in its actual context. It relies on several sources of evidence, with the data needing to converge 

in a triangulating fashion, to cope with the technically uncommon situation where there will be many more 

variables of interest than data points. 

A case study is an examination of just one specific instance (the case), or perhaps a limited number of 

examples, of the object of research, according to Dul and Hak's (2008) addition to this concept.  

Bruner (2004) asserts that it is difficult to do a deterministic analysis of an M&A transaction. These business 

dealings mainly rely on erratic human behavior. This human element will thus have a significant influence 

on how an acquisition comes out. The adage "If X is the condition, Y will be the outcome" limits our study 

or even leads us to make erroneous inferences. In other words, when the problem at hand is complex and 

full of ambiguity, this technique is the greatest option for offering solutions. We realize that a case study's 

audience will only accept it if they agree with its validity claims and "the status these claims obtain in 

dialogue with other validity claims." 

Limitations Of Case Study Methodology  

The inability to generalize the results is a problem that commonly arises while doing case studies (Yin, 

2003). Since there is no "magical formula" for M&As, it is impossible to draw generalizations about the 

success or failure of the acquisition and subsequent integration in this particular situation. Remember that 

the goal of this research is to evaluate and understand Amazon's acquisition of WFM alone; it is not assumed 

that Amazon (or any other firm) would act consistently throughout their future takeover operations. 

The methodology chosen for this study, which is more strongly associated with the early stages of the 

research process than the majority of studies in the literature, which are more focused on either testing 

hypotheses or developing theories, is another argument against case study research (Flyvbjerg, 2006). To 

be more precise, case studies typically stray from the conventional approach of formulating new hypotheses 
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and conducting follow-up tests (i.e., employing one or more statistical tests to compare one hypothesis to 

its contrapositive). Contrary to what was previously stated, some authors claim that this "division" is fluid. 

The third "limitation" that we would like to bring out is the difficulty in evaluating the data that this study 

generates as its result (Flyvbjerg, 2006). Problems may in reality develop if the researcher inserts any bias 

toward the study's validation or verification. Alternative strategies, however, might also be held equally 

responsible for this flaw. Case studies have the problem that subjectivity and arbitrary judgment are allowed 

more "freedom" in them, which is a problem that is usually attributed to them. 

Campbell's (1975) research suggests that a case study can stand on its own. A case study gives us the 

opportunity to "close in" on actual situations, which increases the likelihood that we will discover a 

plausible explanation for a specific occurrence (as opposed to other techniques, where it is frequently 

difficult to establish consensus or provide convincing evidence for a certain theory). 

 

 

 

THE ACQUISITION 

M&A Activity Framework 

Understanding the circumstances behind WFM's acquisition by Amazon is essential to completing our 

understanding of the scenario. In reality, it is apparent that the state of the economy has affected the M&A 

"world". A thriving takeover market is a surefire indicator that capital is flowing freely. There are several 

theories in the literature that seeks to link M&As with general stock market performance. For instance, 

Jovanovic and Rousseau (2001) proposed a correlation between more merger activity and periods of higher 

stock market prices. Investors tend to be more upbeat about their investments during these times. In this 

case, the general upward trajectory of the financial markets is anticipated to favor acquisitions made during 

positive periods (in the short run). However, the overvaluation of company shares is more likely to occur 

at these times. Several peaks and troughs in M&A activity can be seen when we examine the years leading 

up to the acquisition. We can attest that operations are getting even more sophisticated in contrast to the 

start of this decade. Cash trades predominated recently in terms of quantity and deal value added. McKenzie 

(2017).  

Pre-Acquisition 

When it comes to M&A, we are just seeing the "tip of the iceberg" when we consider what occurs between 

the time an offer is announced and the time the deal is closed. In light of this, we begin this part by 

examining several crucial elements that existed before the deal was made public. 

Activism 

Major corporations are frequently targeted by one or more hackers today investor activists. Additionally, 

they are taking up more and more board seats for businesses. Along with this pattern, more businesses in 

the United States are putting themselves acting as activist investors, raising significant concerns over their 

effectiveness and the development of shareholder value. In contrast, in the past, the general response to an 

activist action from the company’s management/board was most likely defensive. However, when an 

activist approaches, they frequently overreact (much as an activist may get into a "fight" for which they are 

already prepared if they receive a negative response). Opponents of an activist's intervention claim that his 

choices are driven by narrow concerns. More specifically, many believe that these "myopic activists" 

(particularly hedge funds) are solely interested in short-term gains and ignore or put shareholder value at 

risk. Bebchuk et al. (2015) looked at a five-year span following an activist intervention in this regard.  
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At the share prices of WFM, it is clear that the announcement of Jana Partners' affiliation with WFM caused 

a significant market response. In more specific terms, the stock prices of the organic grocery chain showed 

a movement of 9.51% on April 10th (compared to the previous trading day). At the same time, speculations 

about Amazon or Albertsons Cos, Inc. possibly buying WFM's full stake began to circulate. These reasons 

led us to the conclusion that WFM's stock price may have already partially reflected (anticipated) the 

possible advantages of a future corporate restructuring operation (either an actual acquisition or any other 

sort of restructuring operation) prior to the public announcement of Amazon's bid. On the other hand, these 

evaluations can also function as a deterrent for the acquisition itself, i.e., a substantial increase in the share 

price can put away an opportunity of bidding efficiently, and consequently create value 

Buyback 

About a month before the acquisition announcement, the WFM board approved a new share repurchase 

program, enabling the company to acquire up to $1.25 billion of its outstanding stock in open market 

transactions. Under this new scheme, WFM would not be compelled to acquire a specified number of shares 

of its ordinary stock. Market conditions and current stock prices, among other considerations, might also 

have an impact on the timing, cost, and size of acquisitions. 

This kind of operation is typically carried out for one of the following reasons: managers' perceptions that 

the company's shares are undervalued; managers' attempts to increase their share of the voting ownership 

(reducing the influence of outside shareholders); compensation of shareholders (in lieu of dividend 

payments); and protection of the company from a potential takeover. 

The board of WFM indicated that this operation also provided them with an opportunity to demonstrate 

their faith in their long-term growth plan and their expectation that the company will soon resume positive 

comparative store sales and profitability growth. Positioning itself as a more appealing target and increase 

its control over the talks, as will be discussed later, was the most plausible rationale for WFM's decision. 

It's also critical to consider how the market will react to this activity.  

The literature has evidence in favor of the proposition that stock repurchases generally lead to an increase 

in stock price. But we draw attention to the fact that WFM also announced a number of board nominations 

and resignations, revised its business plan, and raised its quarterly cash dividend by 29% (to $0.18) in 

addition to this disclosure. Actually, the market barely reacted to this news. As we now recall, the 

company's equity had previously undergone a revaluation the month prior. Because of this, one explanation 

for the market's lack of reaction might be that the company foresaw these types of adjustments one month 

beforehand, i.e. at the time when Jana Partners announced that it would aggressively influence WFM's 

actions. 

Target Choices 

Initially, some might have questioned Amazon's decision to acquire Whole Foods Market (WFM) due to 

the apparent differences between the two companies in terms of distance and industries. Integrating two 

unrelated firms can indeed be challenging, as there may be minimal knowledge and skill overlap. However, 

it is essential to recognize that Amazon and WFM also possess several complementary resources and 

abilities. In our view, these three justifications demonstrate that Amazon's purchase of WFM aligns 

perfectly with its overall business strategy. 

 Rapid entry into the organic food sector: The organic food industry has been experiencing significant 

growth in the United States, making it an attractive market for Amazon. While Amazon had previously 

entered the food industry through Amazon Fresh, its presence was relatively small compared to 

established supermarket chains. To expand its product selection quickly, Amazon had two options: 

either grow organically or acquire an established business in the sector. Acquiring Whole Foods Market 

(WFM) would provide Amazon with swift access to over 460 physical locations and a wider range of 

products, requiring less time and resources compared to starting from scratch. Notably, WFM's outlets 
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already meet the demanding requirements for food warehouses, such as U.S. Food and Drug 

Administration accreditation, strict hygiene protocols, and various refrigeration systems. Moreover, 

surveys indicate a considerable overlap in customer bases, particularly among millennials, between 

Amazon and WFM. This proximity would enable Amazon to retain a significant portion of WFM's 

current customer base and facilitate the attraction of new customers. 

 Expanding Amazon's distribution networks: The acquisition of Whole Foods Market (WFM) allowed 

Amazon to fill a crucial gap in its distribution channels. Prior to the purchase, Amazon had expressed 

a clear desire to take control of its delivery network. With the addition of more than 460 physical outlets 

from WFM, Amazon significantly enhanced its ability to fulfill one of its key value propositions—

quick-delivery services. WFM's stores were strategically positioned to act as "small" warehouses, 

facilitating efficient order fulfillment for Amazon customers. Furthermore, this acquisition enabled 

Amazon to establish a physical presence closer to densely populated areas. A notable example of 

Amazon's commitment to managing the "last mile" of distribution is the integration of Amazon Lockers 

into WFM's stores. These lockers allow Amazon customers to conveniently pick up and return their 

online orders at WFM locations. 

 Gaining insights into consumers' "offline" behavior: Another perspective on the acquisition is viewing 

it as an opportunity to obtain valuable data. One of Amazon's remarkable strengths lies in its ability to 

predict the preferences of its online shoppers. However, the company has limited expertise and 

experience when it comes to understanding consumers' "offline" behavior. Consequently, the purchase 

of Whole Foods Market (WFM) can be interpreted as a strategic move to test Amazon's potential entry 

into "offline" enterprises and build capabilities in this area. Apart from the training opportunities that 

WFM can offer, particularly in in-store selling tactics, Amazon can now analyze the data from each 

purchase made at WFM locations. This valuable information can provide crucial insights into consumer 

behavior outside the online realm. 

Certainly, here are the key performance indicators (KPIs) for Whole Foods Market (WFM) during the three 

quarters leading up to the acquisition: 
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Table 7: KPIs of WFM 

Various "red-flags" in Whole Foods Market's (WFM) financial status prior to the acquisition are evident 

from the table above. These indicators could serve as a basis for understanding why WFM became an 

attractive target for Amazon. The potential undervaluation of WFM, as indicated by its trading below its 

potential value, could have made the acquisition a more cost-effective option for Amazon compared to 

pursuing organic growth. 

In summary, it is crucial to highlight that Whole Foods Market (WFM) was experiencing substantial 

underperformance compared to its competitors in terms of profitability, evident from its lower Gross Profit 

Margin or Net Margin figures. Additionally, the decline in "Same-Store Sales" reflected a significant 

challenge the company was facing before the acquisition. Finally, a clear deterioration in WFM's financial 

status is evident when comparing these indicators to the same period in the previous year. 
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Information regarding the acquisition 

The majority of analysts concurred that the offer presented by Amazon was based on a reasonable 

assessment of Whole Foods Market (WFM) and the potential synergies resulting from the acquisition. 

Moreover, it was widely agreed that accepting the offer would bring significant advantages to the current 

management of WFM and its investors. While the agreement required approval from the owners of a 

majority of WFM's outstanding shares, it did not necessitate permission from Amazon's shareholders. 

Notably, both companies' boards of directors unanimously approved and endorsed the acceptance of the 

deal. John Mackey, in particular, expressed enthusiasm about the potential merger with Amazon, referring 

to it as "love at first sight," further supporting the notion that Amazon would not undermine their loyalty 

programs and would provide assistance in their business endeavors. 

After the announcement was made, several potential synergies became apparent. Given Amazon's historical 

practice of prioritizing market share over profits, there was widespread anticipation that Amazon could 

defy the traditional trend of Whole Foods Market (WFM). Analysts and experts foresaw that Amazon could 

enhance WFM's customer base, introduce better operating discipline, significantly improve its online 

offerings, and implement various technological advancements in-store. 

On the other hand, some analysts highlighted potential challenges and risks that Amazon might encounter 

with the acquisition. One of the major difficulties was the heightened competition in the organic food sector, 

which added to the existing challenges arising from Whole Foods Market's performance. 

Adding to the list of hazards, the potential growth of "online grocery shopping" poses a significant 

challenge, with uncertainties surrounding the speed and extent of customers' preferences shifting towards 

this mode of grocery shopping. 

According to concerns raised by some businesses about the taxation of internet companies, Amazon's entry 

was anticipated to create challenges related to pricing competition. This brought the Federal Trade 

Commission, responsible for preventing anticompetitive practices and ensuring consumer protection, under 

scrutiny (the deal also required approval from the Antitrust Division of the United States Department of 

Justice and the Canadian Commissioner of Competition). The possibility of this antitrust agency objecting 

to the merger posed potential high costs for investors of both Amazon and Whole Foods Market. However, 

after careful evaluation of how the acquisition would impact the level of competition in the food industry 

and whether it would lead to unfair practices, the acquisition was ultimately approved. 

 

Financing 

In a market-based financial system like the one in the United States, it is common for businesses to seek 

funding from the bond and/or stock markets to fulfill their financial requirements. To finance the acquisition 

of Whole Foods Market (WFM), Amazon entered into a financing agreement. This agreement involved 

securing a commitment letter to obtain a $13.7 billion, 364-day senior unsecured bridge term loan from 

several financial institutions, including Goldman Sachs Bank USA, Goldman Sachs Lending Partners LLC, 

Merrill Lynch, Pierce, Fenner & Smith Incorporated, and Bank of America, N.A. This loan was crucial in 

providing the necessary speed and flexibility to facilitate the timely closure of the deal. 

Subsequently, to fulfill its obligations for the initial funding, Amazon opted to issue debt amounting to $16 

billion, which was divided into seven tranches. The breakdown of the debt issuance is as follows: $1 billion 

over three years, $1 billion over five years, $2 billion over seven years, $3.5 billion over ten years, $2.75 

billion over twenty years, $3.5 billion over thirty years, and $2.25 billion over forty years. The interest rates 

for these tranches were determined in basis points (bps) over U.S. T-Bonds. 
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In considering alternative funding sources for the acquisition, one could speculate that Amazon's decision 

to opt for debt issuance instead of equity or internal funding might be attributed to the company's desire to 

retain its surplus cash for potential future investments. 

Our focus is on Amazon's substantial debt capacity during the deal, which is a crucial aspect to consider. 

Furthermore, while debt may impact reported profitability negatively, it is relatively less affected by 

information asymmetries compared to stock, and it also acts as a means of management discipline. This is 

because of its repayment priority, covenants, and other factors. 

Payment Strategy 

Similar to the previous section, Amazon made a complete cash payment for WFM (Whole Foods Market). 

The literature suggests that the selection of a payment option is a critical factor influencing the completion 

of an acquisition. Additionally, this choice can directly impact how investors react when the deal is 

announced and how the gains and losses are distributed between the acquiring company and the target. 

Each available payment option comes with its own set of advantages and disadvantages in this context, and 

it is essential to assess them in relation to the specific transaction at hand 

 Acquisitions completed entirely in cash generally indicate the bidder's strong belief in the success of 

the transaction. In other words, cash payments are more prevalent when the bidder is confident about 

realizing synergistic benefits from the acquisition. Another reason for Amazon's choice may be the 

perception that its shares are undervalued. If the company's predictions for its future value are higher 

than the current market price, an exchange of shares would not be advantageous. In summary, the key 

characteristics of this payment method include the following 

 Fixed payment: Unlike other payment options, cash transactions do not depend on future performance. 

These straightforward deals enable the bidder to recover all the value created through the acquisition. 

Conversely, if the deal results in value destruction, the bidder bears responsibility for all losses. 

Additionally, this aspect may lead to fewer incentives for the target's future performance. 

 Better market response: Various data points indicate a positive correlation between cash agreements 

and post-takeover performance, resulting in larger returns upon the deal announcement. Moreover, cash 

transactions are easier to analyze, making them less susceptible to market mispricing 

 Taxability: Cash transactions accelerate capital gains taxes compared to other payment methods, where 

a portion of the payment is deferred over time. Consequently, it can be argued that cash bids often 

include a premium to maintain the interest of the target company's shareholders. 

Offer and Negotiation 

The projected total purchase price for the acquisition was $14.76 billion, which factored in WFM's long-

term debt and the total fee paid by Amazon. The estimated total consideration amounted to approximately 

$13.57billion

 

Table 8: WFM Stock price 
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The premium offered in an acquisition is often indicative of the potential synergistic benefits resulting from 

the merger of two businesses. Based on the data presented in the table above, Amazon's offering price 

represents a considerably lower premium (27.04%) compared to other M&A transactions in 2017, 

considering WFM's stock price one day prior to the announcement. It is important to highlight the 

premium's sensitivity to changes in WFM's stock price. When looking at the price at which WFM was 

trading during the negotiation period, we observe a significant decline in the implied premium of the offer. 

In the two months leading up to the announcement, WFM's stock remained stable at levels close to those 

during the initial contact with Amazon. However, there was a substantial drop in WFM's stock price the 

week before the announcement, possibly due to a general market shock. 

As part of the evaluation of Amazon's offer's fairness, we conducted a multiple valuation of WFM's 

enterprise value and price per share. 

Multiple Valuation Method 

We conducted a multiple valuation of Whole Foods Market's enterprise value and price per share at the 

nearest available moment before the announcement of the agreement. This evaluation aimed to assist us in 

determining the fairness of Amazon's offer. Multiple valuation, as described by DePamphilis (2015), 

involves valuing assets based on how comparable assets are valued in the marketplace. These techniques 

assume that the market value of a company can be estimated to some extent using value indicators from 

similar businesses, comparable transactions, or industry averages. To assess Whole Foods Market's 

enterprise value and stock price, we employed four multiples, a methodology well-documented in the 

extensive literature on multiple valuation (see Koller et al. (2010) and Damodaran (2002)). 

 Enterprise Value Multiples: Enterprise Value / 12 Months Forward EBITDA and Enterprise Value / 12 

Months Forward Sales; 

 Equity Multiples: Dividend-Yield and Price-to-Book Value of Equity 

EV/12M FWD EBITDA = Current Enterprise Value / 12 Months Forward EBITDA 

EV/ 12M FWD Sales = Current Enterprise Value / 12 Months Forward sales 

Dividend Yield = Annual Dividend per share / Share price 

Price to Book value of Equity = Market value of Equity per share /  Book value of equity per share. 

We made the decision to include certain mass merchants in the group of peers in addition to food stores 

that specialize primarily in organic goods. Specifically, we chose Walmart, Inc., Kroger, Co, Target, Corp, 

Costco Wholesale, Corp, Sprouts Farmers Market, Inc, and Ingles Markets, Inc. as our counterparts. 

 

Table 9: Comparable Company Approach 
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Table 10: Comparable Company Approach 

Additionally, using the Thompson Reuters Eikon Database, we gathered the following information about 

Whole Foods Market:  

 12M FWD EBITDA was $1,310,433,  

 12M FWD sales were $16.289.050,  

 $0.72 was paid out as an annual dividend per share,  

 and $10.80625 was the book value of equity per share. 

Lastly, we were able to determine Whole Foods Market's estimated enterprise value and share price on June 

8th, 2017 utilizing the data provided above and peers' averages for each multiple. 

It is feasible to infer from the table above that, financially speaking, Amazon's offer was reasonable. The 

implicit premium is calculated by contrasting the Amazon offer with the average implied enterprise value 

and a stock price of WFM. has a range of 16.94% to 18.44%. Numerous authors have written about this 

subject and connected higher premiums to better long-term performance. The following considerations, 

however, can help us justify the reduced premium Amazon paid. 

 The size of WFM; typically, the higher the target's size, the smaller the premium offered 

 There was little competition to purchase WFM, plus Amazon's strengths, resources, and complementary 

nature probably made them the best candidates for a merger; 

 and the weak negotiating position of WFM. Despite the modest premium, one may rationally anticipate 

that the combination of the two businesses will result in considerable wealth increases at this point 

based on the justifications provided above. 

Cumulative Abnormal- Returns (CARS) 

We also conducted a calculation of the cumulative abnormal returns (CARs) to gain further insights into 

how the acquisition will impact the returns of both companies. Although our methodology differs from the 

traditional "event study methodology," we computed the cumulative abnormal returns (CARs) for the 

following periods, using information from the Thompson Reuters Eikon Database, to better understand the 

effects of the acquisition on both companies' returns: 

From T-10 to T+10, where T=0 represents the announcement date of the deal. This time window allows us 

to closely examine the effects of the purchase announcement. 

From T-49 to T+10, starting from the point when Whole Foods Market first expressed interest in being 

acquired. This extended time frame helps us understand the effects on both companies' returns over the 

period leading up to the announcement, enabling us to identify any indications of market anticipation 

regarding a potential restructuring operation. 
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In order to get a company's abnormal returns (ARi,T), which are calculated as the difference between actual 

returns (Ri,T) and expected returns (E[Ri,T]), we first needed to determine actual returns for both firms. To 

do this, we utilised the formula below. 

 

Then, to compute the Expected Returns, and assume a constant and linear relation between a company’s 

stock returns and the returns of a market index, we used the following formula 

 

 

Additionally, Amazon's average abnormal return (often known as its "average supernormal return") for the 

20 trading days that followed the announcement was 0.088%. M&A event returns must be annualised in 

order to compare them to other rates of return that investors experience, according to Bruner (2004). 

Because of this, the Amazon's "average supernormal return" corresponds (theoretically) to a return of 

24.92%, in terms of yearly returns, given that the NASDAQ 100 Index has 253 trading days per year. 

 

Table 11: CAR  
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Graphically: 

 

Fig 6: CAR 

 

Fig 7: CAR 

Based on our analysis, we can reasonably draw the following conclusions, which align with the findings 

already discussed in this study: 

The announcement of the acquisition resulted in a substantial return for WFM's shareholders, who had 

anticipated significant wealth gains from the merger of the two companies. Furthermore, upon examining 

the second graph, we observe that the series of events leading up to the acquisition, including the pre-

announcement phase, also generated significant abnormal returns for WFM's shareholders. 

Upon examining the two graphs presented above, it becomes evident that the acquisition did not yield any 

significant abnormal returns for Amazon's shareholders, and there is no indication of deal anticipation. It is 

essential to acknowledge that comparing a percentage increase in Amazon's stock price to a similar 
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percentage change in WFM's stock price is not directly comparable due to the different sizes of the two 

businesses. 

To be more specific, the acquisition resulted in an average supernormal return of 0.088%, which might not 

appear substantial at first glance. However, it is crucial to consider that this return is applicable only to a 

short time frame (one trading day). As an alternative perspective, we speculate that a premium associated 

with Amazon's M&A activity, often termed the "serial acquirer premium," could already be embedded in 

the stock price. In other words, taking into account Amazon's track record of successful acquisitions in 

previous years and the strategic significance of acquisitions to their overall business model, it is possible 

that the company's stock price already reflects the market's expectation of potential future bids and their 

potential contribution to Amazon's continued success. 

Post Acquisition 

On August 28, 2017, as the deal approached its closure, both companies announced plans for integrating 

their businesses. WFM's brands were set to sell products on various Amazon platforms, including 

Amazon.com, Amazon Fresh, Prime Pantry, and Prime Now. Moreover, on the first day of this business 

partnership, selected groceries were to experience price reductions, while maintaining their quality. The 

following changes were expected to take place at WFM as part of this integration: Addition of "Amazon 

Lockers" in some selected WFM stores, allowing customers to conveniently pick up their Amazon.com 

orders. Integration of Amazon Prime into WFM's point-of-sale system, providing exclusive in-store 

benefits for Prime members.  Adoption of Amazon Prime as the new rewards program for WFM's 

customers, giving them the opportunity to pick up Amazon.com orders from a WFM store and also facilitate 

the return process for Amazon products. 

Amazon's stated mission is to "make high-quality, natural, and organic food accessible to everyone." The 

latter part of this mission statement became widely perceived as a natural progression after the acquisition 

of Whole Foods Market (WFM). WFM had gained a reputation for charging significantly higher prices 

compared to typical grocery stores, with Morgan Stanley reporting that its pricing was approximately 15% 

higher than its competitors. Given Amazon's renowned track record of cost reduction and efficiency, many 

expected that this capability would play a pivotal role in enabling success within the fiercely competitive 

grocery industry. 

 

After a year, one unexpected discovery was that Whole Foods Market's (WFM) increase in foot traffic had 

negatively impacted small food businesses, particularly those located near WFM stores in metropolitan 

areas. Large chains such as Walmart and Kroger, however, did not experience significant losses. 

Nonetheless, to maintain their competitive edge, these two competitors made substantial investments. As 

for Amazon, the next anticipated move was to make long-term investments that could potentially allow 

them to surpass these major supermarket chains in terms of market share. 

To generate shareholder value, a company must effectively balance short-term performance with 

investment decisions that lead to long-term cash flows and growth. This balance is crucial as the realization 

of value may take time in many M&A (mergers and acquisitions) scenarios. From our analysis, Amazon's 

acquisition of Whole Foods Market (WFM) is evidently a long-term strategic move that aligns with its 

overarching goal of becoming a dominant force by expanding its geographic reach and diversifying the 

array of goods and services it provides. 

From our perspective, Amazon's acquisition of Whole Foods Market (WFM) clearly demonstrates a long-

term strategy aligned with its goal of becoming a dominant player in the market. This move allows Amazon 

to expand its geographic reach and diversify its range of goods and services. Additionally, we anticipate 

that the synergies resulting from the deal will have an immediate impact on Amazon's cash flows. However, 

we acknowledge that one of our constraints is the lack of comprehensive information about WFM's 

operations after the acquisition. Without this data, accurately estimating the merger's influence on Amazon's 
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performance becomes challenging, particularly in terms of understanding the costs associated with 

implementing innovations at WFM. To overcome this limitation, we focused on examining major 

indications of Amazon's performance from the completion of the transaction until the present. This 

approach serves to support and corroborate our judgment about the strategic significance of the acquisition 

and its potential long-term benefits for Amazon. 

 

Table 12: KPIs 

Moreover, analyzing the financial statements of the company allows us to assess the significant impact of 

the acquisition on Amazon's revenue. In 2018, Amazon's physical stores already contributed 7.4% of its 

overall revenue, surpassing the revenue generated by its subscription services, as reported in the company's 

annual report. The 2018 annual report also indicates that Amazon's Net Sales in North America increased 
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from $106,110 million in 2017 to $141,366 million in 2018, reflecting the acquisition's positive influence 

on the company's revenue. 

 

CONCLUSION: 

The merger of Whole Foods and Amazon has undoubtedly been a transformative event in the retail sector. 

This research study aimed to explore the various aspects and consequences of the merger, providing a 

comprehensive analysis of the motivations behind the merger, the strategies employed by both companies 

and the effects on the market and stakeholders. Our examination reveals that this merger had a profound 

impact on the grocery market and has the potential to reshape the future of retail operations. 

The research report initially investigated the motivations behind Amazon's acquisition of Whole Foods. It 

was discovered that Amazon's interest in Whole Foods was mainly driven by its aspiration to expand its 

presence in the grocery industry, leveraging the well-established brand and physical store network of Whole 

Foods. Through this acquisition, Amazon gained immediate access to a robust customer base, extensive 

distribution networks, and a reputable brand image associated with high-quality organic products offered 

by Whole Foods. 

We also examined the post-merger strategies implemented by both companies. Leveraging Amazon's 

expertise in e-commerce and supply chain management, Whole Foods has experienced enhanced operating 

efficiency, a broader product selection, and competitive pricing. The integration of Amazon's technology 

has brought about improvements in the food shopping experience, with the introduction of Amazon Go 

stores and the application of member discounts serving as just two examples. These advancements have 

attracted a broader consumer base and transformed the conventional supermarket retail paradigm, 

ultimately increasing customer convenience and satisfaction. 

This research paper thoroughly analyzed the impact of the merger on various stakeholders, along with 

investigating the motivations and strategies involved. Customers have notably benefited from the merger, 

experiencing lower pricing, increased product availability, and the convenience of online ordering. 

However, concerns have been raised regarding potential job losses and the impact on local communities 

due to the growth of automation and centralization. 

For suppliers, the consequences have been mixed, with some gaining more opportunities for distribution 

and expansion, while others face increased pressure on pricing and margins. Furthermore, the disruptive 

influence of Amazon in the grocery sector has compelled competitors to innovate and adapt in order to 

remain competitive. 

The merger of Whole Foods and Amazon has undeniably had a profound impact on the market. The 

combination of Amazon's technological expertise, vast customer base, and strong logistics capabilities, 

along with Whole Foods' renowned brand and physical store presence, has revolutionized the grocery 

industry. This transformative partnership has compelled established retailers to reassess their business 

models. The overall convenience, enhanced customer experience, and growing competitiveness resulting 

from this merger have collectively contributed to an improvement in the quality and accessibility of food 

retail. 

It is essential to recognize that the long-term impacts of this merger are still unfolding. As the grocery 

business continues to evolve, it becomes crucial to regularly monitor its effects on various stakeholders, 

including small suppliers and regional communities, to ensure a fair and equitable market. Additionally, 

regulatory authorities must closely monitor for any potential anti-competitive behavior that may arise due 

to Amazon's market dominance. Undoubtedly, the merger has brought significant changes to the grocery 

market, introducing new dynamics and pressuring established stores to adapt or face obsolescence. 

Amazon's entry into the market has accelerated the trend toward online grocery shopping and the integration 

of digital technology into the shopping experience. The combination of Whole Foods' physical locations 
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with Amazon's e-commerce platform has created a hybrid business model that offers customers the 

convenience of online ordering while still allowing them to interact with products in a traditional retail 

environment. 

The merger's emphasis on convenience and customer focus has yielded significant results. Whole Foods 

has embraced Amazon's customer-centric approach, leading to improved shopping experiences through 

innovations such as cashier-free locations, online delivery options, and personalized recommendations. 

This focus on efficiency and convenience has set a higher standard for the entire grocery industry, 

compelling competitors to invest in technology and adjust their business models to maintain 

competitiveness. Furthermore, the impact of the merger extends beyond the grocery industry, influencing 

the broader retail landscape. Traditional retailers across various sectors are facing pressure to innovate and 

differentiate themselves as Amazon expands its presence and diversifies its product offerings. The 

integration of Whole Foods into Amazon's ecosystem has blurred industry boundaries, while synergies and 

cross-promotions between the two brands have created more compelling value propositions for consumers. 

This trend underscores the increasing convergence of online and offline retail and highlights the necessity 

for retailers to adopt omnichannel strategies to thrive in the digital age. 

Moving forward, the union of Whole Foods and Amazon opens up new possibilities for innovations and 

disruptions in the retail sector. With access to vast amounts of data and insights, Amazon can leverage the 

merger to enhance consumer experiences, streamline business processes, and drive further innovation. 

Automation, artificial intelligence, and last-mile delivery are likely to continue advancing, and voice 

assistants and smart home technology could be integrated into the grocery shopping experience. However, 

it is important to be mindful of the potential risks and challenges that may arise from this merger. 

Concentration of power in the hands of a few dominant players, like Amazon, could raise concerns about 

fair pricing, market competition, and the impact on small and local businesses. To ensure a fair and 

competitive market and protect consumer interests, regulators and policymakers must closely monitor 

developments in the grocery industry. 

The combination of Whole Foods and Amazon has brought about a radical transformation in the grocery 

business, introducing a new era characterized by convenience, customer-centricity, and technological 

innovation. The impact of this alliance extends beyond the grocery industry, prompting a reevaluation of 

business models by traditional retailers across the retail landscape. Despite the need to address and manage 

long-term implications and challenges, the merger signifies a paradigm shift in how consumers approach 

food shopping and sets the stage for further disruptions and transformations in the retail industry as a whole. 
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