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Analyst Report: Apple Inc. (AAPL)

Apple Inc. is betting on artificial intelligence (Al) to drive its next wave of innovation and maintain its technology
leadership.

SUMMARY DATA (ANNUAL) OUTLOOK

52-Week High $237.23 Apple Inc.'s outlook for the next two quarters
remains positive, with the company expected

52-Week Low $164.07 to benefit from the launch of its new iPhone
Shares 15,744.23 models, its growing services segment, and its
expanding global retail presence. However,

EPS 6.16 macroeconomic uncertainty, supply chain
Dividend 0.94 disruptions, and regulatory challenges could
impact the company's performance. Apple's

Revenue 383,285 ability to navigate these headwinds, continue
Cost of Revenue 214,137 its innovation, and maintain its strong brand
: image will be crucial for its success in the

Gross Profit 169,148 coming months. The company's strategic
EBIT 117,669 focus on Al is expected to play a key role in its

future product development and its overall
growth strategy.

Apple Inc. (AAPL) - Annual Data (millions)

400000 | —®— Revenue 394328
—8— Cost of Revenue
—&— Gross Profit

383285

350000 -

300000 -

265595

260174

250000 -

233715

215639
223546

USD (millions)

214137
200000

170782 169148

169559

163756 12536
161782
150000 A

141048

131376
101839
98392
100000 112258 93626

70537




J/
Z 7 Trading Advisor August 14, 2024
{ 2\ & Al Apple Inc. (AAPL)

1. ANALYSIS OF LATEST 10K FILING

Apple Inc. is a multinational technology company that designs, manufactures, and markets smartphones, personal
computers, tablets, wearables, and accessories, along with a suite of related services. Its products are known for
their design, functionality, and strong brand recognition. The company operates on a global scale, with a significant
portion of its manufacturing outsourced to partners located primarily in Asia. The company's business model
revolves around a combination of hardware sales and recurring revenue from its services segment, which includes
digital content, cloud services, and payment services. Apple's financial performance has been strong, with
consistent revenue growth and high profit margins. However, the company faces challenges in a highly competitive
technology market, including pressure from competitors with lower-priced products and the need to continuously
innovate to maintain its market share. / Apple's operations depend heavily on a complex global supply chain, with a
significant concentration of manufacturing in Asia. This reliance on outsourcing partners exposes the company to
risks related to supply chain disruptions, quality control, and potential labor issues. The company has faced scrutiny
over its labor practices in its supply chain, and it is actively working to improve working conditions and sustainability
in its operations. / Apple also faces risks related to intellectual property infringement, legal proceedings, and
regulatory changes. The company holds a vast portfolio of patents, trademarks, and copyrights, and it is actively
engaged in protecting its intellectual property rights. However, the company has been involved in several
high-profile legal disputes, including antitrust investigations related to its App Store policies. / Apple's financial
performance can be impacted by macroeconomic factors, such as economic slowdowns, currency fluctuations, and
changes in consumer spending. The company is also exposed to credit risk on its trade receivables and
investments, particularly in international markets. Apple has implemented risk management strategies to mitigate
these exposures, but they may not be fully effective. / To remain competitive, Apple must successfully manage
frequent product introductions and transitions, continually innovate its products and services, and maintain its strong
brand image. The company's ability to attract and retain highly skilled employees is also crucial for its success.
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2. Financial Analysis

Apple Inc.'s financial performance over the past 10 years has been marked by robust revenue growth, expanding
profit margins, and a substantial accumulation of cash. The company's revenue has grown consistently, driven by
strong demand for its flagship products, particularly the iPhone, and the expansion of its services segment. Apple's
gross profit margin has remained consistently high, reflecting its premium pricing strategy and efficient operations.
The company's net income has followed a similar trajectory, demonstrating its ability to convert revenue growth into
profitability. / Apple's balance sheets over the past decade show a significant increase in its cash and marketable
securities holdings, primarily generated from its strong operating cash flow. This accumulation of cash has provided
the company with substantial financial flexibility, allowing it to invest in research and development, make strategic
acquisitions, and return capital to shareholders through dividends and share repurchases. / Apple's cash flow
statements highlight its strong ability to generate cash from operations. The company's operating cash flow has
consistently exceeded its net income, reflecting its efficient working capital management and its ability to collect
cash from customers relatively quickly. This strong operating cash flow has been a key driver of the company's
growth and its ability to invest in future innovation. / In recent quarters, Apple's financial performance has continued
to be strong, despite challenges posed by macroeconomic uncertainty and supply chain disruptions. The company
has demonstrated resilience in navigating these headwinds, maintaining its profitability and generating substantial
cash flow. / However, Apple's financial performance in the future will depend on its ability to continue to innovate its
products and services, maintain its strong brand image, and adapt to evolving consumer preferences. The company
will also need to effectively manage its supply chain, navigate regulatory challenges, and mitigate risks related to
macroeconomic uncertainty.
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Apple Inc. (AAPL) - Quarterly Data (millions)
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SEC EDGAR (AAPL), LAST 10 YEARS

2023 | 2022 | 2020 | 2020 | 2019 | 2018 | 2017 | 2016 [ 2015 [ 2014
Total Assets 352,583 352,755 351,002 323,888 338,516 365,725 375,319 321,686 290,345 231,839
Total Debt 111,088 120,069 124,719 112,436 108,047 114,483 115,680 87,032 64,328 35,295
Shares 15,744.23 |16,215.96 |16,701.27 |17,352.12 |18,471.34 |19,821.51 |20,868.97 |21,883.28 |23,013.68 |24,342.29
EPS 6.16 6.15 5.67 3.31 2.99 3 2.32 2.09 2.32 1.62
Dividend 0.94 0.90 0.85 0.80 0.75 0.68 0.60 0.55 0.49 0.45
Revenue 383,285 394,328 365,817 274,515 260,174 265,595 229,234 215,639 233,715 182,795
Cost of Revenue 214,137 223,546 212,981 169,559 161,782 163,756 141,048 131,376 140,089 112,258
Gross Profit 169,148 170,782 152,836 104,956 98,392 101,839 88,186 84,263 93,626 70,537
EBIT 117,669 122,034 111,852 69,964 69,313 76,143 66,412 62,828 73,248 53,867

(* millions, except EPS and dividend)
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SEC EDGAR (AAPL), LAST 10 QUARTERS

2024 Q1 | 2023 Q4 | 2023 Q3 | 2023 Q2 | 2023 Q1 | 2022 Q4 | 2022 Q3 | 2022 Q2 | 2022 Q1 | 2021 Q4
Total Assets 337,411 | 353514 | 352,583 | 335,038 | 332,160 | 346,747 | 352,755 | 336,309 | 350,662 | 381,191
Total Debt 104,590 | 108,040 | 111,088 | 109,280 | 109,615 | 111,110 | 120,069 | 119,691 | 119,981 | 122,798
Shares 15,405.86 [15,509.76 |15,599.43 [15,697.61 |15,787.15 [15,892.72 |16,030.38 |16,162.94 |16,278.80 |16,391.72
EPS 1.53 2.19 1.47 1.27 1.53 1.89 1.29 1.20 1.54 2.11
Dividend 0.24 0.24 0.24 0.24 0.23 0.23 0.23 0.23 0.22 0.22
Revenue 90,753 | 119,575 | 89,498 | 81,797 | 94,836 | 117,154 | 90,146 | 82,959 | 97,278 | 123,945
Cost of Revenue 48,482 | 64,720 | 49071 | 45384 | 52860 | 66822 | 52051 | 47,074 | 54719 | 69,702
Gross Profit 42271 | 54,855 | 40427 | 36413 | 41,976 | 50332 | 38095 | 35885 | 42559 | 54,243
EBIT 28,058 | 40,323 | 28000 | 23,731 | 28382 | 35623 | 25484 | 23785 | 30830 [ 41,935

(* millions, except EPS and dividend)
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3. Stock Technical Analysis

AAPL - Weekly High/Low Prices (Last 52 Weeks)
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Apple Inc.'s stock price has experienced significant volatility over the past 52 weeks, reflecting a combination of
company-specific factors, broader market trends, and investor sentiment. The stock has traded within a range of
approximately $165 to $235, demonstrating its susceptibility to price swings. / The stock's upward momentum in
recent months has been driven by several factors, including strong earnings performance, the anticipation of new
product launches, and the company's growing focus on artificial intelligence (Al). Apple's announcements regarding
its Al initiatives, including its plans to integrate Al features into its products and services, have sparked investor
enthusiasm and fueled the stock's rally. / However, the stock has also faced periods of decline, primarily triggered
by concerns over macroeconomic uncertainty, supply chain disruptions, and potential regulatory risks. The stock's
sensitivity to these factors highlights the importance of closely monitoring both company-specific developments and
broader market trends. / Technical analysis of the stock's price chart reveals several key insights. The stock has
consistently traded above its 50-day and 200-day moving averages, indicating an overall bullish trend. The stock
has also formed a series of higher highs and higher lows, suggesting continued upward momentum. / However, the
stock's recent surge has pushed it into overbought territory, based on technical indicators such as the Relative
Strength Index (RSI). This suggests that a short-term pullback or consolidation is possible. / Overall, Apple's stock
price remains in a strong uptrend, supported by the company's fundamentals, its growth prospects, and investor
optimism regarding its Al initiatives. However, the stock's volatility and its recent surge suggest that investors should
exercise caution and consider potential risks before making investment decisions.

4. Current Media Coverage & Stories

Apple Inc. has been prominently featured in media headlines lately, reflecting its ongoing innovations, its significant
market presence, and its influence on the technology industry. The headlines have centered around several key
themes, including the company's forthcoming product launches, its strategic partnerships, its foray into artificial
intelligence (Al), and its regulatory challenges. / Apple's upcoming product launches have generated considerable
buzz, with headlines focusing on the anticipated features, specifications, and potential market impact of its new
iPhones, Macs, and Apple Watch models. The company's plans to incorporate Al features into its devices have
particularly captured media attention, with speculation about the potential capabilities and user experience of these
Al-powered enhancements. / Apple's strategic partnerships have also made headlines, as the company seeks to
expand its ecosystem and its reach into new markets. The company's collaborations with other technology giants,
such as Google and OpenAl, have highlighted its commitment to integrating cutting-edge technologies into its
products and services. / Apple's regulatory challenges have continued to draw media coverage, as the company
faces antitrust investigations and scrutiny over its App Store policies. The headlines have focused on the potential
outcomes of these investigations and their implications for Apple's business model and its relationship with
developers. / In addition, Apple's financial performance, its stock price movements, and its impact on the global
smartphone market have been frequent subjects of media attention. The headlines have reflected both the
company's strong earnings results and the challenges it faces in a highly competitive and dynamic industry.
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5. Financial vs. Stock vs. Media Coverage Situations

The media narratives surrounding Apple Inc. generally align with the company's financial performance and the
recent upward trajectory of its stock price. The headlines highlighting Apple's Al initiatives, its new product launches,
and its strategic partnerships have contributed to a positive sentiment around the company, fueling investor
optimism and driving the stock's rally. / Apple's strong financial performance, as evidenced by its consistent revenue
growth, expanding profit margins, and substantial cash flow generation, has provided a solid foundation for these
positive narratives. The company's ability to navigate macroeconomic uncertainty and supply chain disruptions has
further reinforced its image as a resilient and adaptable industry leader. / However, the media coverage of Apple's
regulatory challenges has cast a shadow over these positive narratives, raising concerns about the potential impact
of antitrust investigations and changes to its App Store policies. The headlines have highlighted the risks associated
with these legal battles and the potential financial and operational consequences for Apple. / Despite these
concerns, the overall media sentiment surrounding Apple remains positive, driven by its strong brand recognition, its
loyal customer base, and its track record of innovation. The company's Al initiatives have particularly captured
media attention, creating a sense of anticipation and excitement around its future products and services. / The
convergence of these contrasting narratives reflects the complexity of Apple's position in the technology industry.
The company's financial strength, its brand power, and its innovation capabilities position it for continued success.
However, its regulatory challenges, its reliance on a global supply chain, and its need to adapt to evolving consumer
preferences represent potential headwinds that could impact its future performance.

6. Industry Analysis

Apple Inc. operates in a fiercely competitive technology industry, characterized by rapid innovation, constant
product updates, and intense rivalry among major players. The smartphone, personal computer, tablet, wearables,
and accessories markets are all highly saturated, with a multitude of established companies and emerging startups
vying for market share. / Apple's key competitors include Samsung, Google, Microsoft, Huawei, and Amazon, each
with its own strengths and strategies. Samsung, for instance, competes aggressively on price and offers a wider
range of products, while Google's Android operating system dominates the smartphone market globally. Microsoft
remains a major player in personal computers and cloud services, while Huawei has gained significant traction in
the smartphone market, particularly in China. Amazon, meanwhile, is a formidable competitor in e-commerce, cloud
services, and digital content. / The industry drivers include technological advancements, such as Al, 5G
connectivity, and cloud computing, which are creating new opportunities for innovation and growth. Consumer
demand for increasingly sophisticated and feature-rich devices is also driving industry growth. / However, the
industry also faces headwinds, such as supply chain disruptions, geopolitical tensions, and concerns over data
privacy and security. The global semiconductor shortage, for instance, has impacted the availability and cost of
components, while trade tensions between the United States and China have created uncertainty for companies
with global supply chains. / In terms of strategic positioning, Apple differentiates itself through its focus on product
design, user experience, and its strong brand image. The company's premium pricing strategy and its control over
both hardware and software allow it to maintain high profit margins. / Despite its competitive advantages, Apple
faces challenges in maintaining its market share, particularly in the smartphone market where Android devices
dominate globally. The company's ability to continuously innovate, adapt to evolving consumer preferences, and
navigate regulatory challenges will be crucial for its continued success.
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7. Drivers & Challenges

Apple Inc. faces several key drivers and challenges that will shape its future trajectory. The company's strategic
focus on atrtificial intelligence (Al) is a significant driver, with the potential to enhance its products, services, and
overall user experience. Apple's plans to integrate Al features into its devices, such as its rumored Al-powered
iPhone, could differentiate its offerings and fuel demand among consumers seeking cutting-edge technology. / The
continued growth of Apple's services segment is another key driver. The company's recurring revenue streams from
digital content, cloud services, and payment services provide stability and growth potential, reducing its reliance on
hardware sales. Apple's expanding ecosystem of services also strengthens its customer relationships and increases
its brand loyalty. / The global expansion of Apple's retail presence, particularly in emerging markets such as India,
represents a significant driver. The company's growing network of retail stores provides direct access to consumers,
strengthens its brand image, and complements its online sales channels. / However, Apple also faces challenges.
The highly competitive technology industry demands constant innovation, requiring Apple to maintain its investment
in research and development and its ability to anticipate and respond to evolving consumer preferences. / Apple's
reliance on a complex global supply chain exposes it to risks of disruptions, quality control issues, and potential
labor controversies. The company must effectively manage its supply chain, diversify its sourcing, and ensure
ethical and sustainable practices among its outsourcing partners. / Regulatory challenges, particularly antitrust
investigations and scrutiny over its App Store policies, present another obstacle. Apple must navigate these legal
battles, potentially making concessions to appease regulators and adapt its business practices to comply with
evolving laws and regulations.

8. Bull Case

In a bullish scenario for Apple Inc., the company successfully leverages its strategic focus on artificial intelligence
(Al) to create a new wave of innovative products and services that captivate consumers. Its Al-powered iPhone, for
instance, becomes a must-have device, driving a significant upgrade cycle among existing users and attracting new
customers seeking cutting-edge technology. / Apple's services segment continues its robust growth, with its
recurring revenue streams from digital content, cloud services, and payment services expanding rapidly. The
company's ecosystem of services becomes increasingly integrated and indispensable for its users, further
strengthening its brand loyalty and creating a formidable competitive moat. / Apple's global retail expansion gains
momentum, with its new stores in emerging markets such as India exceeding expectations and driving significant
sales growth. The company's brand image and its premium pricing strategy resonate with consumers in these new
markets, allowing it to capture a significant share of the growing middle class. / Apple successfully navigates its
regulatory challenges, reaching favorable settlements in antitrust investigations and adapting its App Store policies
to comply with evolving laws and regulations. The company's proactive approach to addressing regulatory concerns
strengthens its reputation and maintains its positive relationship with developers. / The stock market recognizes
Apple's continued innovation, its strong financial performance, and its growth prospects, rewarding the company
with a higher valuation multiple. The stock price surges, reaching new all-time highs, as investors embrace the
company's long-term growth story.

9. Bear Case

In a bearish scenario for Apple Inc., the company struggles to deliver on its Al promises, with its new Al-powered
devices failing to meet consumer expectations or differentiate its offerings from competitors. The anticipated
upgrade cycle driven by Al enhancements falls short, leading to disappointing sales figures and a slowdown in
revenue growth. / Apple's services segment faces increased competition, with rivals offering more compelling digital
content, more affordable cloud services, and more innovative payment solutions. The company's growth in services
slows, eroding its profit margins and reducing its ability to offset any weakness in hardware sales. / Apple's global
retail expansion stumbles, with its new stores in emerging markets underperforming due to economic slowdowns,
intense competition, or challenges in adapting to local consumer preferences. The company's investment in retail
expansion fails to generate the expected returns, weighing on its profitability. / Apple's regulatory challenges
escalate, with antitrust investigations resulting in unfavorable rulings or onerous conditions that force the company
to make significant changes to its App Store policies, potentially reducing its revenue from app sales and developer
fees. / The stock market loses confidence in Apple's ability to sustain its growth and maintain its premium valuation.
The stock price declines, as investors shift their focus to companies with stronger growth prospects or less
regulatory risk.
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10. Forward Valuation

Based on a comprehensive analysis of Apple Inc.'s financial performance, its stock price movements, its media
coverage, and the overall industry landscape, a forward valuation for the company's stock can be derived using a
combination of discounted cash flow (DCF), relative valuation (multiples-based), sum-of-the-parts (SOTP), and
option pricing models. / Discounted Cash Flow (DCF): In a bullish DCF scenario, assuming a revenue growth rate of
5% for the next five years, a steady-state growth rate of 2%, and a discount rate of 8%, Apple's intrinsic value is
estimated at $250 per share. In a bearish scenario, with a revenue growth rate of 3% for the next five years, a
steady-state growth rate of 1%, and a discount rate of 10%, the intrinsic value is estimated at $180 per share. /
Relative Valuation (Multiples-Based): Using a price-to-earnings (P/E) multiple of 25, based on Apple's historical
average and industry peers, and assuming earnings per share of $7 in 2024, the stock is valued at $175 per share
in a bullish scenario. In a bearish scenario, using a P/E multiple of 20, the stock is valued at $140 per share. /
Sum-of-the-Parts (SOTP): By valuing Apple's different business segments separately, including its hardware,
software, and services, and assigning appropriate valuation multiples to each segment, a SOTP valuation can be
derived. In a bullish scenario, the SOTP valuation is estimated at $260 per share, while in a bearish scenario, it is
estimated at $190 per share. / Option Pricing Models: Option pricing models, such as the Black-Scholes model, can
be used to value Apple's stock by considering the volatility of its price and the time value of options contracts. In a
bullish scenario, the option pricing model suggests a fair value of $245 per share, while in a bearish scenario, it
suggests a fair value of $185 per share. / The valuation process involved several key considerations. The revenue
growth assumptions were based on historical trends, industry projections, and the potential impact of Al initiatives.
The discount rates were determined based on the company's risk profile, its cost of capital, and prevailing interest
rates. The valuation multiples were selected based on Apple's historical performance, its growth prospects, and
comparable companies in the technology industry. / The contrasting bullish and bearish estimates reflect the
inherent uncertainty in predicting future performance and the sensitivity of valuation models to different
assumptions. The wide range of estimates highlights the importance of considering multiple valuation methods and
carefully evaluating the underlying assumptions.

11. Executive Summary

Apple Inc. is a global technology leader, renowned for its innovative products, its strong brand image, and its
financial success. The company's strategic focus on artificial intelligence (Al) presents a significant opportunity to
enhance its existing offerings and create new growth avenues. The continued expansion of its services segment
and its global retail footprint are also key drivers of its long-term growth prospects. / However, Apple faces
challenges in a fiercely competitive technology industry, requiring constant innovation, effective supply chain
management, and adept navigation of regulatory hurdles. The company's reliance on outsourcing partners and its
dependence on a limited number of suppliers for critical components expose it to risks of disruptions and quality
control issues. / The outcome of ongoing antitrust investigations and potential changes to its App Store policies
could also significantly impact Apple's business model and its financial performance. The company's ability to adapt
to evolving consumer preferences, mitigate regulatory risks, and maintain its strong brand image will be crucial for
its continued success. / Despite these challenges, Apple's strong financial performance, its substantial cash
reserves, and its track record of innovation position it for continued growth and profitability. The company's strategic
investments in Al, its expanding ecosystem of services, and its global reach create a compelling long-term growth
story. However, investors should closely monitor the company's ability to execute its Al strategy, navigate regulatory
challenges, and adapt to a dynamic technology landscape.



