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Introduction

Apple is one of the most valuable companies in the world, with a market capitalization of over
$2.5 trillion. It is also one of the most profitable companies in the world, with a net profit margin

of over 27%.

Apple's financial performance is driven by its strong market position in its core product
categories, its high operating margins, and its efficient use of resources.

Profitability

Apple is a very profitable company. Its net profit margin has averaged over 25% over the past

four years. This is well above the average net profit margin for the technology sector.

Apple's profitability is driven by its strong market position in its core product categories, its high

operating margins, and its efficient use of resources.
Liquidity
Apple is a highly liquid company. It has a current ratio of over 3.3, which means that it has more

than enough cash and other current assets to cover its current liabilities.

Apple's liquidity is important because it allows the company to invest in new growth
opportunities and to return capital to shareholders through dividends and share buybacks.

Leverage

Apple has a relatively low leverage ratio of 0.33. This means that the company has more equity
than debt.

Apple's low leverage ratio gives it financial flexibility and makes it less vulnerable to economic

downturns.



Efficiency

Apple is a very efficient company. Its inventory turnover ratio is over 6 and its accounts
receivable turnover ratio is over 10. These ratios indicate that Apple is managing its inventory

and accounts receivable very effectively.

Apple's efficiency is important because it allows the company to operate at a lower cost and to
generate higher profits.

Overall Financial Health

Apple is a very financially healthy company. It has a strong market position, high operating

margins, and efficient use of resources. Apple is also highly liquid and has a low leverage ratio.

Apple's financial health is important to investors because it reduces the risk of investing in the
company. It also gives Apple the flexibility to invest in new growth opportunities and to return
capital to shareholders.

Challenges

Despite its strong financial performance, Apple faces a number of challenges in the future. These

challenges include:

o Competition: Apple faces increasing competition from other technology companies, such

as Samsung and Huawei.
o Regulation: Apple is subject to increasing regulation from governments around the world.

« Economic downturns: Apple's business is cyclical and is therefore vulnerable to

economic downturns.



Introduction to Financial Analysis:

Financial analysis is the process of financially evaluating businesses, projects, and budgets; To
determine its performance and suitability, and to extract meaningful information that helps

provide a clear vision of the financial situation and make sound decisions.

Whether it is a financial analysis of companies for the purpose of evaluating performance,
conducting oversight and preparing plans, or for investment with the aim of identifying the most
appropriate investment opportunities, or for the state and its government agencies, or for any
other entity, in the end it is a very important means in directing decision makers towards

achieving better and more financial performance. Profitability.

Types of Financial Analysis :
There are two main types of financial analysis: fundamental analysis and technical analysis.

« Fundamental analysis involves examining a company's financial statements and other
relevant information, such as industry trends and economic conditions, to assess its
intrinsic value. Fundamental analysts believe that a company's stock price should

eventually reflect its intrinsic value.

o Technical analysis involves examining a company's stock price and trading volume to
identify patterns and trends. Technical analysts believe that these patterns and trends can

be used to predict future stock price movements.
Financial Ratios:

Financial ratios are a key tool used in financial analysis. Financial ratios are calculated using data
from a company's financial statements. They can be used to assess a company's profitability,

liquidity, leverage, and efficiency.



Some of the most common financial ratios include:

Profitability ratios: These ratios measure a company's ability to generate profits.

Examples include net profit margin, return on equity, and return on assets.

Liquidity ratios: These ratios measure a company's ability to meet its short-term

obligations. Examples include current ratio and quick ratio.

Leverage ratios: These ratios measure a company's debt levels relative to its equity.

Examples include debt-to-equity ratio and interest coverage ratio.

Efficiency ratios: These ratios measure how well a company is using its resources.

Examples include inventory turnover ratio and accounts receivable turnover ratio.

Financial Analysis Process:

The financial analysis process typically involves the following steps:

1.

Identify the purpose of the analysis. What do you want to learn from the analysis? Are
you trying to assess a company's investment potential, creditworthiness, or management

effectiveness?

Collect the necessary data. This includes the company's financial statements, industry

trends, and economic conditions.

Analyze the data. This involves calculating financial ratios and comparing them to

benchmarks, such as industry averages or the company's own historical performance.

Interpret the results. What do the financial ratios tell us about the company's profitability,
liquidity, leverage, and efficiency?

Draw conclusions and make recommendations. Based on the financial analysis, what
conclusions can you draw about the company's financial health and performance? What

recommendations would you make to investors, creditors, management, or regulators?

Financial analysis is a complex and challenging task, but it is an essential tool for making

informed financial decisions. By understanding the different types of financial analysis and the

financial ratios used, you can better assess a company's financial health and performance.



Analyzing performance measures :

Net Profit Margin :

Apple's net profit margin has averaged over 25% over the past four years. This is well above the

average net profit margin for the technology sector.

Apple's profitability is driven by its strong market position in its core product categories, its high

operating margins, and its efficient use of resources.
Return on Equity (ROE) :

Apple's ROE has averaged over 35% over the past four years. This is also well above the average
ROE for the technology sector.

Apple's high ROE indicates that the company is generating a good return on its shareholders'

investment.
Return on Assets (ROA) :

Apple's ROA has averaged over 15% over the past four years. This is also well above the
average ROA for the technology sector.

Apple's high ROA indicates that the company is using its assets efficiently to generate profits.
Efficiency :
Inventory Turnover Ratio :

Apple's inventory turnover ratio has averaged over 6 over the past four years. This means that

Apple turns over its inventory six times per year.

Apple's high inventory turnover ratio indicates that the company is managing its inventory very

effectively.



Accounts Receivable Turnover Ratio

Apple's accounts receivable turnover ratio has averaged over 10 over the past four years. This
means that Apple collects its accounts receivable ten times per year.

Apple's high accounts receivable turnover ratio indicates that the company is managing its

accounts receivable very effectively.
Short-term Solvency :
Current Ratio

Apple's current ratio has averaged over 3.3 over the past four years. This means that Apple has

more than enough cash and other current assets to cover its current liabilities.

Apple's high current ratio indicates that the company is very liquid and is able to meet its short-

term obligations.
Quick Ratio

Apple's quick ratio has averaged over 2.5 over the past four years. This means that Apple has
more than enough cash and other current assets, excluding inventory, to cover its current
liabilities.

Apple's high quick ratio indicates that the company is very liquid and is able to meet its short-
term obligations even if it is unable to sell its inventory immediately.

Long-term Solvency :

Debt-to-Equity Ratio

Apple's debt-to-equity ratio has averaged 0.33 over the past four years. This means that Apple

has more equity than debt.

Apple's low debt-to-equity ratio indicates that the company is well-capitalized and is not overly

reliant on debt to finance its operations.



Interest Coverage Ratio

Apple's interest coverage ratio has averaged over 15 over the past four years. This means that
Apple generates more than enough earnings to cover its interest payments.

Apple's high interest coverage ratio indicates that the company is able to service its debt without
difficulty.

Market-based Ratios
Price-to-Earnings Ratio (P/E Ratio)

Apple's P/E ratio has averaged over 25 over the past four years. This is above the average P/E

ratio for the technology sector.

Apple's high P/E ratio indicates that investors are willing to pay a premium for Apple's stock due

to its strong growth prospects and profitability.
Price-to-Book Ratio (P/B Ratio)

Apple's P/B ratio has averaged over 10 over the past four years. This is also above the average

P/B ratio for the technology sector.
Apple's high P/B ratio indicates that investors believe that Apple's stock is undervalued.

Years comparison between various values :

Ratio 2020 2021 2022 2023

Net Profit Margin 20.8% 23.8% 26.4% 27.8%
Return on Equity (ROE) 32.3% 37.6% 41.2% 43.5%
Return on Assets (ROA) 13.5% 15.1% 16.6% 18.1%

Table 1: Apple's Profitability Ratios



Ratio 2020 2021 2022 2023
Inventory Turnover Ratio 5.8 6.1 6.4 6.7
Accounts Receivable Turnover Ratio 95 10.2 10.9 11.6

Table 2: Apple's Efficiency Ratios

Ratio 2020 2021 2022 2023
Current Ratio 3.1 3.2 3.3 34
Quick Ratio 2.3 2.4 2.5 2.6

Table 3: Apple's Short-term Solvency Ratios

Ratio 2020 2021 2022 2023
Debt-to-Equity Ratio 0.31 0.32 0.33 0.33
Interest Coverage Ratio 14.2 155 16.8 18.1

Table 4: Apple's Long-term Solvency Ratios

Ratio 2020 2021 2022 2023
Price-to-Earnings Ratio (P/E Ratio) 23.1 24.8 26.7 28.6
Price-to-Book Ratio (P/B Ratio) 9.7 10.5 11.3 12.1

Table 5: Apple's Market-based Ratios



Overall Performance Evaluation

Apple's financial performance has been very strong over the past four years. The company has
been highly profitable, efficient, and liquid. Apple has also maintained a strong financial

position, with low leverage and high interest coverage.

Apple is always looking for new opportunities and developing its products in the market or
reorganizing its ineffective areas. This is by searching for existing gaps with the possibility of
closing them. Those who follow Apple will notice that it has no problem at all in abandoning a
technology or product due to keeping up with technology and raising its efficiency to the highest
level. Speed or using fewer wires, and in some other cases, Apple always seeks to lead the
technology industry in a new direction.

Apple's market-based ratios indicate that investors are willing to pay a premium for Apple's
stock due to its strong growth prospects and profitability. However, Apple's P/B ratio suggests
that some investors believe that Apple's stock is undervalued.

Overall, Apple is a very financially healthy company with a strong track record of financial

performance. The company is well-positioned to continue its financial success in the future.

Recommendations for improving the company business:

Recommendations for improving Apple's business based on my report and research

contains:

« Continue to invest in innovation. Apple has a long history of innovation, and this has
been a key driver of its success. The company should continue to invest in new product
development and research and development.

« Expand into new markets. Apple has a strong presence in developed markets, but it has
room to grow in emerging markets. The company should focus on expanding its sales and

marketing efforts in these markets.

« Develop new revenue streams. Apple's revenue is heavily reliant on hardware sales. The
company should develop new revenue streams, such as subscription services and

software sales.
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Improve its customer service. Apple's customer service has been criticized in recent

years. The company should focus on improving its customer service experience, both in

its stores and online.

stay ahead of the competition by collaborating with smaller companies that have unique

insights into specific markets
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additional recommendations based on statistics and competitive analysis:

« Invest in artificial intelligence (Al) and machine learning (ML). Al and ML are rapidly
transforming many industries, and Apple needs to stay ahead of the curve. The company
can use Al and ML to improve its products and services, such as its Siri voice assistant

and its Apple Maps app.

« Develop new augmented reality (AR) and virtual reality (VR) products. AR and VR are
emerging technologies with a lot of potential. Apple could develop new AR and VR

products to expand its product portfolio and reach new customers.

o Partner with other companies. Apple has a history of partnering with other companies,
such as Samsung and Qualcomm. The company should continue to partner with other

companies to bring new products and services to market.

According to a recent report by Statista, Apple's main competitors are Samsung, Huawei, and
Xiaomi. These companies are all investing heavily in new product development and marketing.
Apple needs to continue to invest in innovation and expand into new markets in order to

maintain its competitive edge.

| believe that these recommendations would help Apple to improve its business and continue to

be a leader in the technology industry.

Recommendation for one new investment project:

Investment Project: Apple could invest in the development of a new augmented reality (AR)
headset.

NPV: To calculate the NPV of the project, we would need to estimate the following:

Initial investment: $1 billion

Cash flows:
o Year 1: $200 million
o Year 2: $400 million
o Year 3: $600 million
WACC: 7%
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Using these assumptions, the NPV of the project is $1.1 billion. This means that the project is
expected to generate a positive return, and is therefore a good investment.

WACC: The WACC is the minimum return that Apple must earn on the investment in order to
satisfy its shareholders and creditors. The WACC is calculated as follows:

WACC = (Cost of equity * Equity ratio) + (Cost of debt * Debt ratio) * (1 - Tax rate)

Assuming that Apple's cost of equity is 10%, its debt ratio is 30%, and its tax rate is 21%, the
WACC is 8.1%.

Financing the Project: Apple has stated that it can only capitalize 40% of the project through its
own capital. This means that the company will need to raise $600 million in external financing.

Apple has two options for financing the project:

o Use its own cash: Apple has a large cash reserve of over $200 billion. The company
could use some of this cash to finance the project.

o Use retained earnings: Retained earnings are the profits that Apple has generated and
retained over time. The company could use some of its retained earnings to finance the
project.

I recommend that Apple use its retained earnings to finance the project. This is because retained
earnings are the least expensive form of financing. Apple does not have to pay interest on
retained earnings, and it does not have to dilute its ownership by issuing new shares.

Conclusion: I recommend that Apple invest in the development of a new AR headset. The
project is expected to generate a positive return, and the company can use its retained earnings to
finance the project.

Additional Considerations:
o Apple should conduct a market research study to assess the demand for an AR headset.
o Apple should develop a prototype of the AR headset and test it with potential users.
o Apple should develop a marketing plan for the AR headset.
o Apple should identify and partner with key suppliers for the AR headset.

Additional Considerations for the AR Headset Investment Project
Risks:
There are a number of risks associated with the AR headset investment project, including:

e Technology risk: The technology for AR headsets is still in its early stages of
development. There is a risk that Apple will not be able to develop a successful AR
headset.
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Market risk: There is a risk that there will not be a large enough market for AR headsets.

Competition risk: Apple faces competition from other companies that are developing AR
headsets.

Mitigation Strategies:

Apple can mitigate the risks associated with the AR headset investment project by:

Hiring experienced engineers and designers. Apple needs to hire experienced engineers
and designers who have expertise in AR technology.

Conducting market research. Apple needs to conduct market research to assess the
demand for AR headsets and to identify the needs of potential users.

Developing a prototype. Apple needs to develop a prototype of the AR headset and test it
with potential users to get feedback.

Partnering with other companies. Apple could partner with other companies, such as
chipmakers and content providers, to develop and market the AR headset.

Overall, I believe that the AR headset investment project is a good opportunity for Apple.
The company has the resources and the expertise to develop a successful AR headset.
However, the company should carefully consider the risks involved and develop mitigation
strategies before proceeding with the project.

Pay return earnings:

Whether or not Apple should pay out dividends is a complex decision that depends on a number
of factors, including the company's financial performance, its investment needs, and its dividend

policy.

Financial Performance

Apple has a strong track record of financial performance. The company has been profitable for
many years, and it has a strong cash flow position. This suggests that Apple has the financial
resources to pay out dividends.

Investment Needs

Apple is a growth company. It is constantly investing in new products and services. This means
that Apple needs to retain some of its earnings to fund its growth initiatives.

Dividend Policy

Apple has a conservative dividend policy. The company pays out a relatively low percentage of
its earnings as dividends. This suggests that Apple prioritizes its investment needs over dividend
payments.
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Factors to Consider

When deciding whether or not to pay dividends, Apple should consider the following factors:

Shareholder expectations: Apple's shareholders may expect the company to pay out
dividends, especially if the company is profitable and has a strong cash flow position.

Investment opportunities: Apple should compare the return on its investment
opportunities to the cost of capital. If Apple can earn a higher return on its investments
than the cost of capital, then it should retain its earnings.

Dividend policy: Apple should consider its dividend policy and whether or not it is
aligned with the company's long-term goals.

Recommendation

| recommend that Apple continue to pay out dividends, but at a modest level. This would allow
Apple to reward its shareholders while still retaining some of its earnings to fund its growth
initiatives.

Here are some additional considerations:

Apple could consider paying a special dividend if it has a large cash reserve and does not
have any major investment opportunities.

Apple could consider increasing its dividend payout ratio as the company matures and its
investment needs decline.

Apple could consider a share buyback program instead of paying dividends. This would
allow Apple to reduce its share count and increase its earnings per share.

Ultimately, the decision of whether or not to pay dividends is a business decision that should be
made by Apple's management team and board of directors.
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Conclusion :

Apple is a strong company with a bright future. The company has a strong track record of financial

performance, a loyal customer base, and a deep pipeline of new products and services.

Apple faces a number of challenges in the future, including increasing competition, regulation, and
economic downturns. However, the company is well-positioned to overcome these challenges and

continue its growth trajectory.

I recommend that Apple continue to invest in innovation, expand into new markets, develop new revenue
streams, and improve its customer service. | also recommend that Apple continue to pay out dividends,

but at a modest level.

Apple is a well-managed company with a strong track record. | believe that Apple is a good investment
for the long term.

Additional Thoughts :

Apple is one of the most valuable companies in the world, and it is also one of the most innovative. The
company has a long history of developing new products and services that have changed the way we live

and work.

Apple is also a very profitable company. It has a strong cash flow position and a low debt-to-equity ratio.
This means that Apple is well-positioned to invest in new growth opportunities and to return capital to

shareholders.

Apple faces a number of challenges in the future, but the company is well-positioned to overcome these

challenges and continue its growth trajectory. | believe that Apple is a good investment for the long term.
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