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LP The race to sell books on the Internet is about to heat up, as giant

Barnes & Noble Inc. prepares a najor on-line book-selling venture with
America Online Inc.

Sel ling books on-line has been one of the few bright spots in termnms of
sales and visits fromusers in the overhyped world of Internet comerce.
But Barnes & Noble, the nation's biggest book retailer with 433
superstores, ceded the fledgling market to ninbler entrepreneurs, nost

* notably Seattle upstart Amazon.com | nc.

TD Now Barnes & Noble is expected to announce today it will becomre the
excl usi ve bookseller on AOL, with a database of nore than one nillion
titles, quick delivery of about half a mllion books and 30% di scounts
on the cover price of hardcover books -- deeper than the discounts its
stores offer. And at Borders G oup Inc., the second-biggest US
operator of book superstores, executives confirmed yesterday they are
readyi ng their own on-1line bookstore.

Though late to the game, Barnes & Noble has plans to play a big role
on the Internet. It has spent significantly and hired a staff of 50 over
the past year to nount its on-line counteroffensive. In early spring it
plans to make its book-selling site avail able beyond Anmerica Online to
all Internet users, and to announce nore technol ogy and marketing
partners.

"W are projecting to be the No. 1 bookseller on the Internet," says
Len Riggi o, Barnes & Noble's aggressive chairman. Acknow edgi ng the
growm h of conpetitors already selling on the Net, Chief Operating
O ficer Stephen Riggio adds: "W have to be a player. . . . On-line book
selling is going to be a very big thing."

One senior book retailing executive says the chain nade overtures as

* recently as last week to acquire Amazon.com The closely held Seattle
conpany pioneered the on-line book-selling market with a vast catal og of
1.1 million books and software that nakes it easy for custoners to
browse for obscure titles, read each other's on-line reviews, and
receive e-nmail alerts about their favorite subjects and authors. The
conpany's founder and chief executive, Jeff Bezos, says revenues have
| ately been | eaping by 20%to 30% each nonth, while the work force has
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swel led fromseven to 200 in |l ess than two years.

M. Riggio denied he offered to buy Amazon.com but added: "I can't
say whether or not we would be interested if it were offered.” M. Bezos
woul dn't comment.

Barnes & Noble won't discuss the terns of its partnership with AOL. It
says that the agreenent allows it to "capture" market share inmediately
based on access to AOL's nore than eight mllion subscribers.

But the book retailer's tinming isn't perfect. Overrun by a tidal wave
of response to a new flat rate and an unlimted-access price plan, ACL
is facing an enbarrassing public-relations black eye as custoners
encounter busy signals, disconnected calls and sl ow response tines. The
del ays have led to a series of lawsuits and angry petitions agai nst ACL.

AOL said in a statenment that its partnership with Barnes & Noble
"addresses our subscribers' grow ng denmands for nore on-line stores.

At Borders, executives said their online site will feature access to
titles well beyond those that can fit into a Borders superstore. Borders
al so has had a small book site where users could order books, but it
required either sending an e-mail or a fax to a store in Ann Arbor. The
new site will let users pay for books directly on-line using a credit
card, and is expected to allow for swift delivery froma distribution
center.

(END) DOW JONES NEWS 01-28-97 1 00 AM
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The gi ant book chains will be plunging into an on-line world already
sprinkled with smaller retailers. One, Book Stacks Unlimited Inc. offers
nore than 425,000 titles on a searchabl e database. The on-1ine bookstore
provi des nmore than 190, 000 book annotations and reviews, a daily
Internet radi o show covering literary news and on-line book di scussion
groups. Based in C evel and, Book Stacks was recently acquired by CUC
I nt ernational.

Amazon. coml s experience has al ready denonstrated how different the
book narketplace is on-line. Wien it announced its 100 best-selling
books for 1996, the |list was topped by an arcane choice: "Creating
Killer Wb Sites: The Art of Third-CGeneration Site Design" by David
Siegel. But the list also featured sone titles that sold well in stores,
such as Tom Cl ancy's "Executive Orders" and "The English Patient" by
M chael Ondaatje, the book that was the basis for the popul ar novie.

(END) DOW JONES NEWS 01- 28- 97 101 AM
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WASHI NGTON ( Dow Jones) - - Amazon.com Inc. filed for an initial public
of fering Monday of 2.5 million conmon shares.
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Based in Seattle, Amazon.Comis an online retailer of books.
In afiling with the Securities and Exchange Commi ssion, the conpany

sai d proceeds will be used for working capital and other genera
cor porate purposes.

Deut sche Morgan Grenfell, Alex. Brown & Sons, and Hanbrecht & Qui st

will underwite the offering, which has an overallotment option for up
to 375,000 additional shares.

Foll owi ng the offering the company will have 22.95 million comon
shar es out st andi ng.

(END) DOW JONES NEWS 03- 24- 97 11: 26 AM
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NEW YORK (Dow Jones) --The next chapter on Amazon. Com a popul ar

I nternet bookstore and a rare cyberspace success story, will be witten
in the stock market.

On Monday, the Seattle conpany filed for an initial offering of 2.5

mllion shares at $13 each, through underwiters |ed by Deutsche Mrgan
Grenfell. The IPO, which values the conpany at $299 nmillion, wll
generate net proceeds of $33.9 million that would be used to pay for
antici pated operating | osses and capital expenditures and other genera
corporate uses, the conpany said. Amazon. Com marketing director Jennifer
Cast declined to conment.

If Amazon's finances match its high profile, the deal should attract a

| ot of interest.

"Fol ks who have noney and buy things are turning to the Internet as a

pl ace to shop because it's conveni ent, and Amazon is one of those
conpani es riding those denographics,
presi dent at Zona Research, an Internet research firm

said Larry Dietz, a vice

Even t hough the technol ogy sector is crunpling, Dietz doesn't think it

will hurt Ammzon.

"I't's like how the honme shopping club uses television. | really don't

think investors are going to lunp themtogether w th technol ogy stocks.
It's part of the electronic commerce industry,

Di etz said.
Jay Papasan, a New York witer and bibliophile, said he would buy

stock in Amazon. Com which he | auded for being user-friendly and on the
vanguard of the new frontier.

"They are pretty nuch the success story on the Internet. Wo el se has

nmade noney there? They are the nobdel that everyone's copying,"” he said.

Amazon. Com was founded in July 1995 by Jeff Bezos, a former investnent

banker. He told Dow Jones late |ast year that nonthly revenue was

i ncreasing by 20%to 30% a nonth. Amazon's work force rose to 158

enpl oyees at the end of 1996 fromthe seven people who worked there when
t he conpany started.

Amazon. Com said it has 1.5 million books in print and 1 million

hard-to-find and out-of-print books. |If shoppers can't renenber the
title of a book, they can search by subject.

"It's like having a library card catalog in a bookstore," said

Papasan, who orders several books each nonth.

(MORE) DOW JONES NEWS 03- 24-97 12: 53 PM
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As anyone who has ever bought a book can attest, there are thousands
of bookstores. But Amazon.Comis one of a handful of I|Internet book
vendors, and it is generally considered by users as the |eader

However, tough conpetition already may have begun. Retailing
power house Barnes & Noble Inc. (BKS) recently started selling books on
America Online Inc. (AQL). Borders Group Inc. (BGP), another big book
retailer, also plans to nake a strong push on the Internet.

Dietz, of Zona Research, doesn't think the two giant bookstores wll
hurt Amazon. Com s busi ness because the retailers appeal to different
custoners. Some customer cross-over i s unavoi dable, but he doesn't
expect it to be significant.

"I think nost people go to the bookstore to browse and | ook at the
books and be with the other allegedly smart people and drink coffee,"
Di etz said, whereas Amazon. Com of fers conveni ence and speed and likely
woul d appeal to people who are accustoned to buying from catal ogs.

Peopl e who buy books from Amazon. Com don't pay sales tax. They only
pay delivery costs.

Li ke the maj or book retailers, Amazon sells books at a di scount.
Buyers get 40% off U. S. bestsellers, 40% off Qorah Wnfrey's book cl ub
pi cks, 10% of f hardcovers and paperbacks, anong ot her discounts.

"I't's bookstore access right at your desk. They have a huge title
sel ection," said Papasan, the New York witer.

Amazon. Com said it has 14 times as many book titles as the |argest
Barnes & Nobl e or Borders stores.

The book industry is highly fragnented, and the pie is big enough for

a couple of nmjor players. In 1996, Americans spent $26 billion on
books. By 2000, sales are expected to increase to $30 billion. Wrl dw de
sal es are expected to increase to $90 billion in 2000 from $82 billion

in 1996, according to Amazon.Comis prelimnary prospectus.

Amazon. Comsaid it sold $16 million worth of books in 1996 to 180, 000
custonmers in 100 countries. Average daily visits to the company's VWb
site have risen to 50,000 in Decenber 1996 from 2,200 in Decenber 1995.
Repeat custoners account for 40% of busi ness.

Mar keting and sal es expenses have dramatically increased, to $6.1
mllion in 1996 from $200, 000 the year before. The conpany expects the
nunbers to continue to increase.

Pr oduct - devel opnent expenses, whi ch includes nmintaining the conputer
network, junped to $2.3 million in 1996 from $171, 000 i n 1995.
Amazon. Com expects these costs to continue to increase.

Overall, the conpany said it had an accunul ated deficit of $6 mllion
at the end of 1996.

The 1 PO price is considerably higher than Anazon's $1.50 book val ue.
Anyone who buys the offering will suffer an inmediate dilution of $11.50
a share. Existing sharehol ders paid an average of 50 cents a share.

After the offering, there will be 22.9 mllion shares outstanding. The
proposed Nasdaq ticker synmbol is AMEZN

(END) DOW JONES NEWS 03- 24- 97 3:52 PM
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Amazon.com lInc., the Seattle upstart that nade a splashy busi ness out
of selling books over the Internet, filed for an initial public offering
that val ues the conpany at al npbst $300 mllion

Not bad for a three-year-old conpany that says profit isn't yet in
si ght.

The filing al so discloses that Anmazon has anbitions beyond books, with
aspirations to become "the leading on-line retailer of information-based
products and services." In an interview yesterday, Jeffrey P. Bezos, 33
years old, the conpany's founder and chi ef executive, said Amazon wl|
eventual ly expand into videos and nusic.

Amazon, which now offers 2.5 nmillion book titles, plans to rai se about
$37 mllion by selling as nmany as 2.9 nmillion shares at as much as $13 a
share, according to a registration statenent filed with the Securities
and Exchange Conmi ssion. Following the offering, |ed by Deutsche Mrgan
Grenfell, Amazon would have 22.95 million shares outstanding

The offering could turn M. Bezos, a forner Wall Street conputer wiz,
into one of the Internet world' s wealthiest entrepreneurs. He and his
famly will control at |east 52% of Amazon's comon stock

Last year, Amazon had sales of $15.7 million, up fromjust $511,000 in
1995 and nothing in 1994, the year it was founded, the filing disclosed.
Average daily visits to the site have grown to about 50,000 in Decemnber,
from2,200 a year earlier

However, the rapid growmh in sales has yet to turn into profit, in
part because of Amazon's heavy investing in technol ogy and marketing.
The conpany had a loss of $5.8 mllion in 1996, w dening froma | oss of
$303, 000 the year earlier.

And even at the Internet's npost successful retailer, which paid M.
Bezos just $64,333 in total compensation last year, profit will remain
el usi ve. The conpany expects to report "substantial operating |osses for
the foreseeable future,"” according to the filing, which added: "The rate
at which such losses will be incurred will increase substantially." Sone
of the offering' s proceeds would be used to fund future operating
| osses.

Al t hough Amazon has a clear lead in selling books on-line, it is being
confronted with a growing array of conmpetitors. Simon & Schuster, a unit
of ViacomlInc., opened a book-selling site |ast nonth. Borders G oup
Inc. said it plans to introduce its own site. And | ast week, Barnes &
Nobl e I nc. opened an on-line bookstore through America Online with nore
than one nmillion titles, and said it plans to |aunch a site on the Wb
this spring. Barnes & Noble said it would offer hardcovers at a 30%

di scount.

But Amazon has nmade it clear that it will neet any conpetitive
threats: One day before Barnes & Nobl e announced its plans to sell books
t hrough AOL, Anazon said it would offer best-selling titles at a 40%

di scount. On the sanme day, Amazon said it would doubl e the nunber of
titles it offers to 2.5 mllion. That includes the estimated 1.5 mllion
books in print as well as relatively popul ar out-of-print books.



Amazon IPO -- DJNR Information 6 FIN 423, Spring 1997

There are nore than 100,000 retailers on the Wb, but only a handfu
have had any real financial success or become well known to consuners.
* |n contrast, Amazon devel oped a sizable reputation even before it began
a major advertising effort.
Publ i shers have eagerly watched the company's success, because it may
* offer themthe chance to change the way they market books. Amazon is
accunul ati ng a massi ve data base about readers that it has yet to fully
exploit.
(END) DOW JONES NEWS 03-24-97 7 53 PM
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LP M. Bezos founded the conpany after deciding that books were one of

the few products that people want to buy on-line. One reason: There are
too many titles for any single bookstore to stock. In addition, the
conpany of fers 24-hour shopping to customers around the world wi thout
having to maintain any retail stores.

* Amazon has a vast electronic |library, which can be searched by title,
subj ect or author, as well as capsul e descriptions, "self-adm nistered"

* author interviews and custonmer book reviews. When custonmers tell Amazon
about a favorite topic, the conpany e-nails a stream of recomendati ons
for rel evant books.

TD (END) DOW JONES NEWS 03- 24- 97 7 54 PM



