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In follow up to recent Ocado notes, we briefly summarise our visit to Amazon’s Hemel Hempstead fulfillment center (FC). 

Amazon offers public tours, hosted by their ‘ambassadors’ (six of whom escorted us round). Presumably this is part of a public 

relations exercise to distance themselves from the negative press coverage on companies such as Sports Direct, and other 

zero hour contractors in the UK. 

Exhibit 1: Amazon Public Tour 

Source: The Analyst Lens; Male Model: Mark Hiley 

Key points 

• The centre is large, but the complexity and automation is minimal. It is a scale and range game, with a heavy emphasis on

customer service.

• Amazon appears to be a good employer with numerous programmes in place to make this a better place to work.

• Amazon are adding capacity in the UK.

• Traditional retail is severely challenged and the high street will disappear in its current form.
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• Ocado has much more complexity and is a completely different type of logistics operation.

Details 

• Amazon has 100 FCs worldwide, and has 10 FCs in the UK, typically around 500,000 square feet in size. They are adding

two more in Manchester and Leicester.

• The largest FC is in Dunfermeline, where they have around 1m square feet to handle all the returns processing.

• Most of the UK FCs are ‘Generation 7’. The company has two ‘Generation 8’ FCs at Dunstable and Doncaster. Generation

8 has more robotics, including the Kiva system. Amazon fulfill the ‘Pantry’ offer from Doncaster and use the robotics to

move heavy products to the pick station, thereby reducing the amount carried and distance walked by the associate. A 

‘Pantry’ order has more items in, often including heavy products such as boxes of washing powder.

• Grocery is picked in Bow, East London, for select postcodes – this is a dedicated grocery facility. Our guide did not know

whether they had plans to open more grocery or larger grocery facilities.

• Hemel Hempstead is fairly typical of an FC (450,000 square feet), employing around 1,000 permanent staff and handling

five million items under one roof. Additional staff are hired for peak seasons such as Christmas and Prime Day.

o We didn’t note anything unexpected in the FC. There were many conveyor belts dedicated to moving totes

containing items to be packed towards the boxing stations. Packed boxes also move on conveyor belts

towards the outbound locations, after sealing and address/barcode stamping. Most of the inventory is held

randomly in simple aisles with pigeon holes. Items are placed by hand in empty holes, with the location

registered on a handheld scanner.

o The pictures below give a reasonable overview of the setup of the facility. We did not see significant

complexity or unique software and hardware components.

Exhibit 2: Hemel Hempstead FC 

Source: The Analyst Lens 
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Conclusion 

Ocado’s CFCs are completely different logistics operations to the Amazon FC we toured. It will be difficult for Amazon to 

transition any of these warehouse configurations to grocery, or to upgrade a Gen 7 to a Gen 8. In fact, they would have to build 

something large from scratch to get anywhere near the scale and technical aspects of Ocado.  

However, Amazon can place ‘large fridges and freezers’ into these centers in the meantime and offer a limited range of grocery 

and fresh product that could be picked by hand and packed into a third party courier for rapid delivery to the customer. They 

can lose money doing this while they test the market and decide on a bigger strategy.  

Amazon is fundamentally a different product to Ocado. A typical Amazon order is two-to-three items, non-perishable, packed 

in a cardboard box and then onto a van for next day delivery, usually by a third party courier. An Ocado order is 50 items across 

ambient, chilled and frozen areas, packed into plastic bags, and then onto a van for a dedicated one-hour delivery slot by 

Ocado.  

Although Amazon represents a real challenge to Ocado in the online grocery market, we think Amazon’s presence may actually 

accelerate the adoption of online grocery in the UK, and is ultimately a killer product for the offline incumbents, who rely on 

their local stores for much of their profitability. We are still short Sainsbury’s in the UK.  

As discussed in previous notes, Amazon is likely to do £20-40 orders for same day, whereas Ocado is doing £110 weekly 

family shops – these are different products.  

Ocado remains a Strong Buy-rated stock with a £6.80 target share price. 

http://www.theanalyst.co.uk/
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