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Every generation has its heroes.  From Babe Ruth to Nolan 

Ryan, Audie Murphy to Norman Schwarzkopf, Thomas Edison 

to Albert Einstein, George Washington to Ronald Reagan, 

people are familiar with myriad larger than life leaders who 

became the most prominent people in their respective 

fields.  Over the past half century as media coverage of every 

facet of life has intensified, there are more famous people 

than ever.  Celebrity cupcake chefs, Instagram models, and 

teenagers who are really good at playing Fortnite (if you don’t 

know what that is, consider yourself fortunate) can command 

seven-figure salaries in 2018.  The celebrity CEO is even a 

category.  And for the younger folks out there who think Elon 

Musk invented that notion, when I was studying finance in the 

1990s and starting my career thereafter, there was only one 

CEO who mattered: Jack Welch. 

A chemical engineer by training, Welch rose through the 

ranks of General Electric (GE) in the 1960s and 1970s and 

became the company’s youngest ever CEO in 1981.  At that 

time, GE was a publicly traded manufacturing conglomerate 

with a market capitalization of $12 billion and an unmatched 

history of innovation over the previous century.  Well-known 

for consumer products like the first commercially produced 

washing machines, toaster ovens, and air conditioners, GE 

by the early 1980s generated most of its revenues through 

large applications such as power plants, jet engines, and 

sophisticated medical equipment.

During the twilight of his career and through the decade that 

followed his retirement, Welch had a sterling reputation as 

a brilliant manager and unequaled dealmaker.  GE’s stock 

appreciated 4,000 percent during his tenure as revenue 

exploded and 600 separate global acquisitions were 

absorbed into the company.  Fortune Magazine named Welch 

“Manager of the Century” in 1999.  There was little doubt that 

he was the single most respected corporate leader in America 

when he retired in 2001.  For a time, that was the one and 

only viewpoint on Jack Welch the CEO.
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While Welch will always be known as a successful 

corporate leader, GE’s fortunes over the past 17 

years give investors a more complete perspective 

regarding just how fruitful his two decades in the 

corner suite were.  Because of Welch’s prowess 

as a manager, GE’s earnings under his leadership 

marched consistently higher.  But by the early 

2000s the former equipment manufacturer had 

morphed into a vast holding company housing 

scores of unrelated businesses.  From banking 

and insurance to television and media to oil 

and gas services, the GE footprint came to 

encompass industries that were impossible to lash 

together in a coherent manner.  Wall Street, once 

enamored by Welch’s deal prowess, eventually 

soured on a company that had impossibly 

complicated financials and no clear sense of 

direction.  As a result, GE’s stock value has barely 

moved since Welch’s retirement.  

Welch’s successor, Jeff Immelt, retired in 2017, 

conceding to pressure surrounding the overly 

complicated structure, mounting debt concerns, 

and general underperformance of the company.  

Immelt initially shouldered much of the blame for 

GE’s issues, but in the past couple of years more 

questions have been raised as to whether the 

far-flung acquisition strategy under Welch was ever 

a good idea to begin with.  Many think the answer 

is no, and in late June 2018 GE formally announced 

that it will divest everything but its core aviation, 

power, and renewable energy lines of business.  

The resulting company will look much more like the 

General Electric of 1981 than that of 2001.

There is another two-decade period that makes 

for an interesting comparison to Jack Welch’s CEO 

run at General Electric: that of the first 20 years of 

Amazon’s life as a public company.  While Welch’s 

4,000% return sounds impressive, Amazon’s stock 

appreciation since the 1997 IPO is more like 8,000 

percent*.  The company was founded by Jeff Bezos 

in 1994 as an online book seller and is known today 

by Americans as the largest online retail presence 

in existence.  It commands a market capitalization 

of $825 billion and has made Bezos the wealthiest 

person on earth.
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The intrinsic value of Amazon stock has been a 

source of incessant debate among professional 

money managers since the initial IPO.  With the 

benefit of hindsight Amazon’s path does not seem 

so improbable, but few companies in history have 

compounded value for shareholders like Amazon.  

The company has reaped huge rewards because 

it has taken huge risks, and at several points in 

its life the risks have seemed to outweigh the 

potential upside.  Since its IPO Amazon’s stock 

has fallen over 50 percent on four occasions, and 

it lost 94 percent of its value between December 

1999 and September 2001.  Other than Bezos 

himself it is difficult to imagine investors who have 

been willing to stomach that volatility.  

While Amazon’s path to internet commerce 

dominance has been unprecedented, the 

trillion-dollar question for investors is whether the 

next 20 years will be anything like the last 20.  For 

GE the answer has been a strikingly clear “no.”  

Amazon and GE look almost nothing alike when 

it comes to their core businesses, which is why 

the typical Amazon comparison in the media is to 

Sears at the peak of its power in the first half of 

the 20th century (both dominant consumer retail 

companies that introduced a new way to buy 

goods: Sears with the catalog and Amazon with 

the internet).  

But the Amazon of 2018 shares much with the GE 

of 2001.  Both businesses were rewarded over the 

previous decade by Wall Street with rich equity 

valuations and virtually unlimited access to growth 

capital.  Both companies were led by a charismatic 
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Above: Jeff Bezos in 1998 shortly after Amazon’s IPO 

as an online book seller, and Jeff Bezos in 2017 as the 

wealthiest corporate executive in the world
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CEO who is universally admired (if not loved).  

Both companies owned growing media empires 

not directly related to their primary businesses 

(Amazon through its Prime Video content and 

Bezos’ direct ownership of The Washington Post, 

and GE through its previous ownership of NBC/

Universal).  Just as GE expanded in the 1980s 

and 1990s, Amazon has recently broadened its 

scope significantly with acquisitions of Whole 

Foods in 2017 and now PillPack – a $1 billion 

cash purchase announced in late June 2018.  

Whole Foods provided a large bricks & mortar 

retail presence for Amazon, and PillPack gives 

the company an immediate platform to compete 

in the $400 billion pharmacy business against the 

likes of CVS and Walgreens.

The singular failure at the end of Welch’s GE 

career was that his final acquisition – the 

purchase of Honeywell - was scuttled after 

being denied by European regulators on antitrust 

grounds.  What was meant to be the cherry on 

the sundae before his retirement became Welch’s 

most obvious black mark as CEO.  Amazon has 

yet to reach the point where regulators intervene 

on an acquisition, but its monstrous presence 

in the supply chain for consumer goods is 

becoming harder to ignore.  President Trump’s 

well-publicized tweets in early 2018 targeted 

Amazon’s advantageous relationship with the 

U.S. Postal Service.  
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Above: Amazon Robotics purchased Massachusetts robotics company Kiva Systems for $775 million in 2012. The Kiva robots 

hold 50 percent more inventory per square foot and cut Amazon’s warehouse operating costs by more than 20 percent.
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And while antitrust regulations relating to 

large technology companies can be difficult 

to understand, much less legislate, this topic 

will not be going away.  On July 17, 2018, the 

European Union levied a $5 billion fine on 

Google for certain antitrust infringements related 

to software on Android phones.  Rhetoric is 

heating up for Amazon as well, as the press 

and politicians assert that Amazon’s position as 

the dominant player in e-commerce is putting 

the company on a monopolistic path.  Lina 

Khan stated in her 2017 Yale Law Journal piece 

titled Amazon’s Antitrust Paradox, “Antitrust 

enforcers should be … concerned about the 

fact that Amazon increasingly controls the 

infrastructure of online commerce and the ways 

it is harnessing this dominance to expand and 

advantage its new business ventures.”  If this 

notion of re-writing the antitrust code to prevent 

internet dominance gains traction, Amazon faces 

material business risk.  

Amazon Market Cap 2006-2018
The current market cap for Amazon (AMZN) 

as of June 30, 2018 is $876.55B
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Above (Left): Margrethe Vestager, the European Union’s commissioner for competition, speaks about the antitrust 

infringement claims laid on Google. Google was levied the $5 billion fine a week later. Above (Right): President Trump 

denounces Amazon’s pricing deal with the US Postal Service.
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already-stratospheric stock actually rise?  The 

answer is that Amazon’s stock is priced like the 

next 20 years will be as good as the last 20.  The 

next question is whether Amazon will be the next 

Amazon, or the next General Electric? 
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Amazon may or may not face any real 

antitrust pressure in the near term.  As of 

now, the company that started as an online 

seller of books remains the darling of Wall 

Street, where growth is prized above all and 

profits are but a welcome bonus.  How else 

could one explain the fact that Amazon could 

purchase a grocer for $14 billion (Whole 

Foods) – a notoriously difficult business 

where the most successful companies sell 

rapidly expiring product to fickle consumers 

for three percent net margins – and see its 
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Above: Amazon Prime Air drone, currently in 

development by the company as a means to 

execute last-mile package delivery to customers 

in the future.
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