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2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 ™ Metrics
7.51 10.16 9.85 10.98 13.40 14.09 15.82 21.90 24.32 24.34 25.48 27.84 Revenue/Share
2.05 3.03 241 2.46 3.23 3.19 4.23 5.57 6.87 6.33 7.09 6.61 FCF/Share
1.62 2.32 2.09 2.32 3.00 2.99 3.31 5.67 6.15 6.16 6.11 7.49 Netlncome/Share
-0.40 -0.50 -0.62 -0.61 -0.67 -0.57 -0.42 -0.66 -0.66 -0.70 -0.62 -0.85 Capex/Share
4.58 5.19 5.86 6.42 5.41 4.90 3.77 3.78 3.12 3.95 3.71 4.93 BV/Share
24,342 M 23,014 M 21,883 M 20,869 M 19,822 M 18,471 M 17,352 M 16,701 M 16,216 M 15,744 M 15,344 M 14,949 M Wtd. Avg. Dil. Shares
166.5x 116.3x 129.1x 116.3x 89.9x 90.2x 81.5x 47.6x 43.9x 43.8x 44.2x 36.0x PE Ratio
131.6x 89.0x 112.1x 109.5x 83.4x 84.6x 63.8x 48.5x 39.3x 42.7x 38.0x 40.8x PCFC Ratio
58.9x 52.0x 46.0x 42.0x 49.9x 55.1x 71.6x 71.4x 86.3x 68.3x 72.7x 54.7x PB Ratio
35.9x 26.6x 27.4x 24.6x 20.1x 19.1x 17.1x 12.3x 11.1x 11.1x 10.6x 9.7x PSales Ratio
Capital Structure 274,515 M 365,817 M 394,328 M 383,285M 391,035M 416,161 M Revenue
2022 2023 2024 ™™ 38% 42% 43% 44% 46% 47% Gross Margin
[Total Debt 132,480 M 123,930 M 119,059 M 112,377 M 24% 30% 30% 30% 32% 32% Operating Margin
LT Debt 109,707 M 106,548 M 96,548 M 89,931 M| 11,056 M 11,284 M 11,104 M 11,519 M 11,445 M 11,698 M D&A
ST Debt 22,773 M 17,382 M 22,511 M 22,446 M| 57,411 M 94,680 M 99,803 M 96,995 M 93,736 M 112,010 M Net Income
Preferred Equity oM oM oM oM 21% 26% 25% 25% 24% 27% Net Margin
Shares Outstanding 16,216 M 15,744 M 15,344 M 14,949 M| 38,321 M 9,355 M -18,577 M -1,742 M -23,405 M -17,674 M Working Capital
107,049 M 119,381 M 109,707 M 106,548 M 96,548 M 89,931 M Long Term Debt
Working Capital 65,339 M 63,090 M 50,672 M 62,146 M 56,950 M 73,733 M Total Equity
2022 2023 2024 ™™ 323,888 M 351,002 M 352,755 M 352,583 M 364,980 M 359,241 M Total Assets
Cash, Equiv & STI 48,304 M 61,555 M 65,171 M 54,697 M 21% 26% 25% 25% 24% 27% Net Margin
Receivables 60,932 M 60,985 M 66,243 M 72,957 M 85% 104% 112% 109% 107% 116% Asset Turnover
Inventory 4,946 M 6,331 M 7,286 M 5,718 M 496% 556% 696% 567% 641% 487% Leverage Ratio
[Total Current Assets 135,405 M 143,566 M 152,987 M 147,957 M 88% 151% 195% 154% 165% 152% ROE
Payables 64,115 M 62,611 M 68,960 M 69,860 M *Fiscal year ends 09-27
Short Term Debt 22,773 M 17,382 M 22,511 M 22,446 M Comparable Peers
Deferred Revenue 7,912 M 8,061 M 8,249 M 9,055 M|  Tickers Market Cap P/E P/S Net Margin  EV/EBITDA Net Debt/EBITDA 5YR Rev CAGR
Total Current Liab 153,982 M 145,308 M 176,392 M 165,631 MMSFT 3,694,949 M 35.2x 12.6x 36% 21.9x 0.2x 15%
Annual Average Rates of Change (2014-2024) GOOG 3,438,461 M 27.7x 8.9x 32% 20.1x 0.1x 17%
10 Years 5 Years 1 Year AMZN 2,598,007 M 33.9x 3.8x 11% 17.0x 0.4x 18%
Sales 8% 8% 2% NVDA 4,579,184 M 52.9x 27.7x 52% 45.9x 0.0x 64%
Cash Flow 8% 13% 9% MSFT 3,694,949 M 35.2x 12.6x 36% 21.9x 0.2x 15%
Net Income 9% 11% -3%
Capex 0% -2% -14% IAAPL 3,986,229 M 36.0x 9.7x 27% 27.4x -0.2x 9%
Book Value 1% -9% -8%
Quarterly Sales 25th Percentile 30.8x 6.3x 0.2x 18.5x 0.0x 0.1x
Q1 Q2 Q3 Q4 FY lAverage 37.0x 13.1x 0.3x 25.4x 0.2x 0.3x
2022 123,945 M 97,278 M 82,959 M 90,146 M 394,328 M |75th Percentile 44.1x 20.1x 0.4x 33.9x 0.3x 0.4x
2023 117,154 M 94,836 M 81,797 M 89,498 M 383,285 M
2024 119,575 M 90,753 M 85,777 M 94,930 M 391,035 M Business Description
2025 124,300 M 95,359 M 94,036 M 102,466 M 416,161 M [Apple Inc. designs, manufactures, and markets smartphones, personal computers, tablets, wearables, and accessories worldwide. The
company offers iPhone, a line of smartphones; Mac, a line of personal computers; iPad, a line of multi-purpose tablets; and wearables,
Quarterly EPS home, and accessories comprising AirPods, Apple TV, Apple Watch, Beats products, and HomePod. It also provides AppleCare support and
Q1 Q2 Q3 Q4 FY cloud services; and operates various platforms, including the App Store that allow customers to discover and download applications and
2022 211 1.54 1.2 1.29 6.14 digital content, suc_h as books, ml_Js_ic, video, games, an(_i _podcasts, as well as advert\_sing services !nclude third—p_arty licensing
arrangements and its own advertising platforms. In addition, the company offers various subscription-based services, such as Apple
2023 1.89 1.53 1.27 1.47 6.16 /Arcade, a game subscription service; Apple Fitness+, a personalized fitness service; Apple Music, which offers users a curated listening
2024 2.19 1.53 1.4 0.97 6.09 lexperience with on-demand radio stations; Apple News+, a subscription news and magazine service; Apple TV+, which offers exclusive
2025 2.41 1.65 157 1.85 7.48 original content; Apple Card, a co-branded credit card; and App!e Pay, a_cashless payment servi_ce, as well as licenses its intellectual
property. The company serves consumers, and small and mid-sized businesses; and the education, enterprise, and government markets.
Quarterly Dividends PS It distributes third-party applications for its products through the App Store. The company also sells its products through its retail and
Q1 Q2 Q3 Q4 FY pnlme stores_, and direct sales _force‘, anq third-party cellular network carriers, wholesalers, retailers, and resellers. Apple Inc. was founded
in 1976 and is headquartered in Cupertino, California.
2022 0.22 0.23 0.23 0.23 0.91
2023 0.23 0.24 0.24 0.24 0.95
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AAPL (Consumer Electronics)

006 00 008 009 010 0 0 0 014 0 016 0 018 019 020 0 0 0 024 0 ge
Net Margin 103% | 14.6% | 14.9% | 19.2% | 21.5% | 23.9% | 26.7% | 21.7% | 21.6% | 22.8% | 21.2% | 21.1% | 22.4% | 21.2% | 20.9% | 25.9% | 25.3% | 25.3% | 24.0% | 26.9% | 26.9% | 21.8%
Asset Turnover 1.1x 0.9x 0.9x 0.9x 0.9x 0.9x 0.9x 0.8x 0.8x 0.8x 0.7x 0.6x 0.7x 0.8x 0.8x 1.0x 1.1x 1.1x 1.1x 1.2x 1.2x 0.9x
Assets/Equity 1.7x 1.7x 1.6x 1.5x 1.6x 1.5x 1.5x 1.7x 2.1x 2.4x 2.5x 2.8x 3.4x 3.7x 5.0x 5.6x 7.0x 5.7x 6.4x 4.9x 4.9x 3.3x
Debt/Equity 0.0x 0.0x 0.0x 0.0x 0.0x 0.0x 0.0x 0.1x 0.3x 0.5x 0.7x 0.9x 1.1x 1.2x 1.9x 2.2x 2.6x 2.0x 2.1x 0.1x 0.1x 0.8x
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1. Executive Summary

Executive Summary: Apple Inc. (AAPL)

Report Date: November 6, 2025 Subject: Analysis of Q4 Fiscal Year 2025
Performance and Strategic Outlook

Apple Inc. concluded its 2025 fiscal year with a record-breaking fourth
quarter, demonstrating robust operational execution and confirming a
strategic pivot towards artificial intelligence. The results showcased
resilient demand for the iPhone product line and a significant acceleration
in the high-margin Services division. Management issued highly confident
guidance for the upcoming holiday quarter, projecting the best quarter in
the company’s history, driven by strong early demand for the new iPhone
17.

Q4 2025 Financial Performance Highlights

Apple delivered a record September quarter, exceeding analyst
expectations and capping a record fiscal year.

¢ Record Revenue & EPS: Q4 revenue reached $102.5 billion, an
increase of 8% YoY. Adjusted EPS grew 13% YoY to $1.85, a
September quarter record.

e Record Fiscal Year: The performance capped a record fiscal year
with total revenue of $416 billion.

e Services Acceleration: The Services segment was a standout
performer, posting an all-time revenue record of $28.8 billion,
accelerating to 15% YoY growth. This pushed the segment’s full-year
revenue past $100 billion.

e iPhone Strength: iPhone revenue set a September quarter record at
$49 billion (+6% YoY), driven by the iPhone 16 family and strong
initial uptake of the new iPhone 17 models.

e Margin Expansion & Cash Flow: Company gross margin expanded
to 47.2%, driven by a favorable product mix. Operating cash flow was
a September quarter record at $29.7 billion.

Key Strategic Developmentis & Insights

1. Bullish Holiday Guidance Signals Strong Product Cycle
Momentum: Management projects record-breaking performance for the
December quarter (Q1 2026), with total revenue growth guided to 10-12%
YoY. This is predicated on double-digit growth in iPhone sales. This
confidence is substantiated by external reports (as of November 6, 2025)



indicating that initial iPhone 17 sales are tracking 14% above the iPhone 16
cycle, with a notable skew towards higher-margin Pro models.

2. Services Confirmed as a Core, High-Margin Growth Engine: The
15% YoY growth in Services represents a significant acceleration and
confirms the segment’s role as a critical, high-margin growth driver.
Management explicitly stated this performance was broad-based and
organic, cementing the strategy of monetizing its vast and loyal installed
base of active devices. With over a billion paid subscriptions, the Services
ecosystem provides a durable, recurring revenue stream that diversifies the
company away from hardware cyclicality.

3. Deliberate Pivot to an “Al-First” Narrative: There was a clear and
repeated emphasis on “Apple Intelligence” during the earnings call,
representing a major strategic shift in the company’s public narrative.
Management is positioning Apple’s integrated hardware-software
ecosystem as the premier, privacy-focused platform for personal Al. This
was linked to new hardware capabilities, such as the M5 chip’s “neural
accelerators,” and new software features like live translation. This narrative
justifies higher R&D spending and frames the next product cycle around Al.
Recent reports on November 6, 2025, indicating a potential $1 billion
annual payment to Google for a custom Gemini Al model for Siri, further
underscore the company’s hybrid on-device and cloud partner strategy to
accelerate its Al capabilities.

4. Robust Capital Returns Continue: Apple returned $24 billion to
shareholders in Q4, consisting of $20 billion in share repurchases and $3.9
billion in dividends. The company ended the quarter with a net cash position
of $65 billion and maintains its long-term goal of becoming net cash neutral,
signaling that substantial capital returns will remain a core part of its
financial strategy.

Conclusion & Outlook

Apple is successfully executing a transition from a hardware-centric
company to a more balanced, ecosystem-driven enterprise. The resilient
iPhone franchise continues to fuel the expansion of its high-margin Services
business, creating a powerful and profitable flywheel effect. The strategic
pivot to “Apple Intelligence” is the company’s definitive answer to the next
wave of technological innovation, and its execution on this front will be
critical for future growth. The exceptionally strong guidance for the holiday
quarter reflects deep management conviction in the current product
lineup’s resonance with consumers, positioning Apple for a record-breaking
start to fiscal year 2026.



2. Business Overview

1. Company Profile & Core Operations

Founded in 1976 and headquartered in Cupertino, California, Apple

Inc. designs, manufactures, and markets a globally recognized portfolio of
consumer electronics, software, and online services. The company’s core
objective is to create innovative products that enrich people’s lives, guided
by a deep commitment to privacy, accessibility, and environmental
responsibility. Apple operates primarily within the Technology sector,
specifically in the Consumer Electronics and Software & Services
industries.

Its primary competitive advantages stem from a vertically integrated
ecosystem where hardware, software, and services are tightly controlled to
create a seamless user experience. This integration, combined with a
powerful brand, proprietary technology like its custom silicon (A-series and
M-series chips), and supply chain mastery, creates high switching costs and
fosters intense customer loyalty. A major recent strategic initiative is the
significant investment and integration of “Apple Intelligence” across its
product lines, positioning artificial intelligence as a core driver for future
product development and user experience enhancement.

2. Core Products & Services

Apple’s offerings are categorized into two main segments: Products and
Services.

e Core Products (Hardware):

o iPhone: The company’s flagship product and primary revenue
driver, representing the high-end segment of the global
smartphone market.

o Mac: A line of personal computers, including MacBook Air,
MacBook Pro, and iMac, known for their performance powered
by Apple’s custom M-series chips.

o iPad: A line of multi-purpose tablets that bridge the gap
between smartphones and laptops.

o Wearables, Home, and Accessories: A high-growth category
that includes the Apple Watch, AirPods, Apple TV, and Beats
products, which deepen the user’s immersion in the Apple
ecosystem.

e Services: This is the company’s fastest-growing and highest-margin
segment.

o Revenue Drivers: Key offerings include the App Store,
advertising, AppleCare, iCloud+ storage, and digital content



subscriptions like Apple Music, Apple TV+, Apple Arcade, and
Apple Fitness+.

o Key Differentiators: Services are deeply integrated into
Apple’s massive installed base of over 2.2 billion active devices,
providing a recurring and predictable revenue stream. As of Q4
2025, the Services division achieved a record $28.8 billion in
quarterly revenue, pushing its full-year revenue past $100
billion for the first time.

3. Market Segments & Customer Base

Apple utilizes a hybrid model, targeting both individual consumers (B2C)
and enterprise clients (B2B).

Consumer (B2C): This is Apple’s primary market. The target
demographic is typically consumers willing to pay a premium for high-
quality design, performance, and a secure, integrated user
experience. This base is characterized by exceptionally high loyalty
and satisfaction rates, which fuel a consistent hardware replacement
cycle and strong services adoption.

Enterprise (B2B): Apple has a growing presence in the enterprise
market. Businesses are increasingly adopting Apple products for their
security, reliability, and employee satisfaction. Companies like Zoho,
Target, and American Express have deployed Macs for their
workforces, while others leverage iPhone and iPad for specialized
applications in sectors like healthcare (HCA Healthcare) and finance
(Bank of America). The launch of Apple Vision Pro has also generated
strong excitement in the enterprise sector for training and
collaborative design applications.

4. Geographic Presence & Revenue Breakdown

Apple operates on a global scale with significant revenue generated from
international markets. While a specific numerical breakdown for Q4 2025
was not provided in the context, qualitative data indicates broad-based
strength.

Key Markets: The company’s primary geographic segments are the
Americas, Europe, Greater China, Japan, and the Rest of Asia Pacific.
Performance Trends: The context notes that Apple has recently
achieved all-time revenue records in the Americas, Europe, Japan, and
the Rest of Asia Pacific. A key growth driver is the strong performance
in emerging markets, where the company has seen double-digit
growth in regions such as India, Brazil, Mexico, and Vietnam.

Regional Challenges: The company’s forward-looking guidance
assumes the global macroeconomic and tariff environment does not



worsen, highlighting its sensitivity to international trade policies and
economic conditions.

5. Competitive Landscape & Industry Positioning

Apple holds a dominant position as a leader in the premium segment of the
consumer technology market.

Market Position: While competitors in the smartphone space (e.g.,
Samsung) may have higher unit market share globally, Apple captures
a disproportionately large share of the industry’s profits due to its
premium pricing strategy.

Brand & Technological Strength: Its brand is one of the most
valuable in the world, enabling significant pricing power, as evidenced
by its Q4 2025 company gross margin of 47.2%. The vertical
integration of its custom silicon gives it a distinct performance and
efficiency edge over competitors that rely on third-party components.
Potential Threats: Key threats include intense regulatory scrutiny of
its App Store and ecosystem dominance, particularly in the U.S. and
Europe. The maturation of the smartphone market presents a
challenge for sustained high growth in its core product line.

Future Growth Drivers: Future growth is expected to be driven by
the acceleration of the high-margin Services business, the potential
for a hardware “supercycle” fueled by the integration of Apple
Intelligence, and the long-term expansion into new product categories
like spatial computing with Apple Vision Pro. Management’s bullish
guidance for the December quarter, projecting 10-12% YoY revenue
growth, underscores its confidence in these drivers.



3. Sector Analysis

Technology Sector Investment Analysis
Sector Analysis Report: Apple Inc. (AAPL)

Sector: Information Technology Subsectors: Hardware, Software &
Services, Semiconductors Analysis Date: November 6, 2025

Executive Summary

Apple Inc. stands as a dominant force in the Information Technology sector,
uniquely positioned as a vertically integrated provider of premium
hardware, software, and services. The company’s core strength lies in its
self-reinforcing “walled garden” ecosystem, anchored by an installed base
of over one billion active devices. This ecosystem fosters exceptional brand
loyalty, grants significant pricing power, and fuels the rapid growth of its
high-margin Services segment.

Financially, Apple is a powerhouse. The strategic shift towards Services—
which boast gross margins over 70%—is successfully diversifying revenue
away from the cyclicality of its mature iPhone business and providing a
powerful tailwind to overall corporate profitability (blended Gross Margin:
47.2%). This, combined with massive free cash flow generation, funds both
continuous innovation and one of the largest capital return programs in
corporate history.

However, the company is at a critical inflection point. Its premium valuation
(P/E ratio of ~35x) is no longer justified by its current mid-single-digit
growth but is instead pricing in a flawless execution of its future strategy.
The investment thesis hinges on two key assumptions: (1) that the
integration of “Apple Intelligence” will catalyze a major iPhone upgrade
supercycle, re-accelerating top-line growth, and (2) that the Services
business can withstand significant and growing regulatory pressure.

The primary risks to this thesis are substantial and external. Intensifying
regulatory scrutiny in the U.S. and E.U. directly threatens the lucrative
App Store model. Geopolitical tensions related to its deep supply chain
and market concentration in China present a constant threat of disruption.
Finally, a failure to deliver a compelling AI experience could cause the
anticipated upgrade cycle to fizzle, exposing the stock’s rich valuation.

Conclusion: Apple is a world-class company with formidable competitive
moats. However, its stock appears overvalued, reflecting a “priced for
perfection” scenario that leaves little room for error. The current valuation
is a high-conviction bet on a future of re-accelerated growth that has yet to



materialize. Given the significant execution and external risks, the
risk/reward profile appears skewed to the downside at current levels.

I. Business Model & Strategy

Apple’s business model is a masterfully executed hybrid of transactional
hardware sales and high-margin, recurring services, all built upon a

foundation of vertical integration.

e Core Business: Apple designs, manufactures, and markets premium
consumer electronics, software, and online services. Its strategy is to
create a seamless, intuitive, and integrated user experience across its
product portfolio, fostering a powerful ecosystem with high switching

costs.

e Revenue Segments (FY2024): The business is anchored by the

iPhone but is increasingly powered by Services.

Business Revenue
Segment (Billions USD)

Share of Total
Revenue

Key
Characteristics

iPhone $201

Services $96

Wearables, $37
Home & Acc.

Mac $30

iPad $27

Total $391

51%

25%

9%

8%

7%

100%

Mature, cyclical
hardware sales;
engine of the
ecosystem.
High-growth,
high-margin
recurring
revenue
(subscriptions,
commissions).
High-growth
hardware;
deepens
ecosystem lock-
in.

Mature
hardware;
revitalized by
custom silicon.

Mature
hardware
segment.

e Strategic Engine: The core strategy is to sell a hardware device (the
entry point) and then monetize that user over their lifetime through



services like the App Store, iCloud, Apple Music, and Apple Pay. This
creates a durable, high-margin revenue stream that smooths the
cyclicality of hardware sales.

II. Industry Landscape & Competitive Positioning

Apple operates in mature but highly lucrative markets, facing intense
competition from other tech giants. Its unique positioning, however, allows
it to dominate the most profitable segments.

e Key Industry Trends:

o Artificial Intelligence (AlI): The primary driver of innovation
and the catalyst for the next major hardware upgrade cycle.
Apple’s ability to deliver a compelling “Apple Intelligence”
experience is critical to its near-term growth.

o Geopolitical & Supply Chain Diversification: U.S.-China
tensions are forcing a strategic, long-term shift in
manufacturing away from its historical concentration in China
to new hubs like India and Vietnam.

e Competitive Landscape:

o Smartphones: Competes with Samsung in the premium
segment and Google’s Android OS at the platform level. Faces
intense local competition from Huawei in China.

o PCs: Competes with Windows-based OEMs like Dell, HP, and
Lenovo.

o Services & Ecosystem: Competes with Google (Android/Play
Store) as the only other scaled mobile ecosystem, along with
content providers like Spotify and Netflix.

e Market Position: Apple is the undisputed value leader. While its
smartphone market share by volume is typically 15-20%, it
consistently captures over 80% of the industry’s profits. This is a
direct result of its command of the premium segment, enabled by its
powerful brand and integrated ecosystem.

III. Competitive Advantages (The Moat)

Apple’s competitive position is protected by a multi-layered and self-
reinforcing moat.

1. Integrated Ecosystem & High Switching Costs: The seamless
integration of hardware (iPhone, Mac, Watch), software (i0S), and
services (iMessage, iCloud) creates a “walled garden” that is difficult
and costly for users to leave. This “stickiness” ensures high customer
retention.

2. Brand Strength & Pricing Power: Apple possesses one of the
world’s most valuable brands, synonymous with quality and

10



innovation. This allows it to command premium prices and achieve
industry-leading profitability, evidenced by its 47.2% blended gross
margin.

3. Proprietary Technology: The in-house design of its own silicon (A-
series and M-series chips) and operating systems provides a
significant performance and efficiency advantage that competitors
using off-the-shelf components struggle to match.

4. Network Effects: The App Store creates a powerful two-sided
network. A massive user base attracts developers, whose apps in turn
make the platform more valuable to users, creating a virtuous cycle.

IV. Financial & Operational Analysis

Apple’s financial profile reflects a mature, exceptionally profitable, and
cash-generative business that is successfully transitioning its growth engine
from hardware to services.

* Growth Profile (The Mix Shift): The company’s growth story is one
of strategic evolution.

o Products (Hardware): Growing at a modest ~4% YoY,
reflecting the maturity of the smartphone market.

o Services: Growing at a robust 13-15% YoY, powered by over
one billion paid subscriptions.

e Profitability: The mix shift toward services is a powerful driver of
margin expansion.

o Products Gross Margin: ~35% (High for hardware).

o Services Gross Margin: ~75% (Elite software-level).

o Blended Gross Margin: 47.2%, an exceptional figure for a
hardware-centric company.

e Cash Flow & Capital Allocation: Apple is a prodigious generator of
free cash flow. This financial firepower is allocated to:

1. Reinvestment: Funding massive R&D for future innovation (Al,
Vision Pro).

2. Shareholder Returns: Executing one of the world’s largest
capital return programs, including a ~$100 billion annual
buyback program.

* Red Flag: A notable concern is the increasing reliance on share
buybacks to drive Earnings Per Share (EPS) growth. In a recent
period, approximately 68% of EPS growth was attributable to
financial engineering rather than operational profit growth, which
could mask slowing underlying business momentum.
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V. Growth Outlook & Strategy

Apple’s strategy is focused on leveraging its existing ecosystem for near-
term growth while placing calculated, long-term bets on new technology
platforms.

1. AI-Driven Hardware Cycle (Near-Term): The primary growth

catalyst is “Apple Intelligence.” The strategy is to embed exclusive Al
features into new hardware, creating a compelling reason for its
massive installed base to upgrade their iPhones and Macs.

. Services Deepening (Medium-Term): Continue to expand and

monetize the services portfolio, driving stable, high-margin, recurring
revenue. This remains the most reliable driver of bottom-line growth.

. Spatial Computing (Long-Term): The Apple Vision Pro represents a

high-risk, high-reward bet on creating the next major computing
platform beyond the smartphone. Financial impact will be negligible
in the near term but holds immense potential over a 5-10+ year
horizon.

Supply Chain De-Risking (Defensive): Actively diversifying
manufacturing to India and Vietnam to mitigate geopolitical risk
associated with its heavy reliance on China.

VI. Key Risks

Apple’s formidable market position faces a convergence of significant
external threats.

Regulatory & Antitrust Scrutiny (High Likelihood): This is the
most immediate threat. Lawsuits in the U.S. and regulations like the
E.U.’s Digital Markets Act directly target Apple’s App Store
commissions and ecosystem control. A negative outcome could
materially impair the profitability of the high-margin Services
segment.

Geopolitical & China Dependency (Medium Likelihood, Extreme
Impact): Apple’s deep reliance on China for both manufacturing and
revenue (~17% of sales) creates a profound vulnerability. An
escalation in trade tensions or a supply chain disruption (e.g., related
to Taiwan/TSMC) would have a severe and immediate impact on
revenue and production.

Al Execution Risk (Medium Likelihood): There is a tangible risk
that “Apple Intelligence” is perceived by consumers as a “catch-up”
move rather than a revolutionary feature. A failure to catalyze a
strong upgrade cycle would leave revenue growth stagnant and
expose the stock’s premium valuation.
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VII. Valuation & Investment Thesis

Apple’s current valuation reflects a highly optimistic outlook that appears
disconnected from its near-term fundamentals.

e Current Valuation: Trading at a P/E ratio of ~35x and an
EV/EBITDA of ~26x, Apple is valued at a significant premium to
both its historical averages and the broader technology sector.

e Implied Market Expectations: This valuation is not for the current
company; it is a bet on a future one. The market is pricing in a highly
successful, multi-year iPhone supercycle driven by Al, continued
double-digit growth in Services, and the resilience of its ecosystem
against regulatory threats.

e Scenario Analysis:

o Bull Case (The “Intelligence Supercycle”): Al proves
transformative, driving a wave of upgrades that re-accelerates
revenue growth into the double digits. In this scenario, Apple
“grows into” its high multiple.

o Bear Case (The “AI Whimper”): Al fails to be a compelling
differentiator, hardware sales stagnate, and regulatory
headwinds pressure margins. This would trigger a severe
multiple compression, as investors re-rate Apple as a mature,
low-growth company, leading to significant downside.

Investment Conclusion: Apple Inc. is an exceptional company with
unparalleled brand loyalty and profitability. However, its stock is priced for
perfection. The current valuation fully discounts a best-case outcome for
its Al strategy while under-appreciating significant regulatory and
geopolitical risks. This creates an unfavorable asymmetric risk profile where
any execution misstep or external shock could lead to a substantial de-
rating of its valuation multiple. For these reasons, the stock appears
overvalued at its current price.
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Internal

External

SWOT Analysis

Strengths g

* Record Financials: Achieved record
Q4 revenue of $102.5B (+8% YoY) and a
strong 47.2% gross margin, showing
exceptional profitability.

e Dominant Services Growth: Services
division hit a record $28.8B (+15% YoY)
with over 1 billion paid subscriptions,
fueling high-margin growth.

¢ Integrated Ecosystem: Seamless
hardware and software integration
creates strong brand loyalty, high
switching costs, and enables premium
pricing.

Opportunities

e Al-Driven Upgrade Cycle: Integrating
"Apple Intelligence" into new hardware
presents a major opportunity to stimulate
a device supercycle.

¢ Emerging Market Expansion: Strong
performance in India and Latin America
highlights a vast, underpenetrated
customer base for future growth.

e New Product Categories: The Vision
Pro launch opens a new spatial
computing platform, creating long-term
ecosystem potential with enterprise
interest.

Positive
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Weaknesses e

¢ iPhone Over-Reliance: The iPhone,
making up nearly 48% of revenue, poses
significant risk from market shifts or
slowing customer upgrade cycles.

¢ Perceived Al Lag: A perceived lag in
the generative Al race necessitates
costly investments and strategic
partnerships with key competitors to
catch up.

¢ Rising Operating Costs: Rapidly
increasing OpEx (+11% YoY) from R&D
threatens to outpace revenue growth and
compress the company's profit margins.

Threats H

¢ Intense Regulatory Scrutiny: Global
antitrust actions, like the EU's DMA,
directly threaten the high-margin App
Store business model.

¢ Geopolitical & Supply Chain Risk:
Heavy dependence on China for
manufacturing and sales creates
vulnerability to trade disputes and
instability.

e Market Maturation: A slowing
smartphone market and fierce
competition from Android and
established Al leaders challenge future
growth.

Negative



4. SWOT Analysis
Strengths

Record-Breaking Financial Performance and Profitability: Apple
demonstrated exceptional financial strength in its Q4 2025 results
(reported October 30, 2025), achieving a record September quarter
revenue of $102.5 billion (+8% YoY) and a record fiscal year revenue
of $416 billion. This is underpinned by superior pricing power and
operational efficiency, reflected in a strong company gross margin of
47.2% for the quarter.

Dominant and Accelerating Services Ecosystem: The Services
division is a critical, high-margin growth engine. In Q4 2025, it posted
an all-time revenue record of $28.8 billion, with growth accelerating
to 15% YoY. The platform’s scale is immense, with over 1 billion paid
subscriptions as of the latest reporting period, more than double the
number from just four years prior.

Unparalleled Brand Loyalty and Integrated Ecosystem: The
seamless integration of hardware, software, and services creates
extremely high customer switching costs. CEO Tim Cook highlighted
the “strongest iPhone lineup ever” with the iPhone 17, which drives
the expansion of the active installed base. This brand power and
ecosystem lock-in enable premium pricing and sustain best-in-class
profitability.

Weaknesses

Significant Revenue Concentration in iPhone: Despite
diversification efforts, the company remains heavily reliant on the
iPhone. For the September quarter of 2025, iPhone revenue was $49
billion, accounting for approximately 47.8% of total revenue. A
slowdown in the iPhone upgrade cycle or a shift in consumer
preferences away from smartphones poses a significant risk to overall
growth.

Perceived Lag in Generative Al Innovation: The context indicates
a market perception that Apple has been “lagging behind other tech
titans in the Al race.” The company’s recent strategic pivot to an “Al-
First” narrative and a reported plan (as of November 6, 2025) to pay
Google $1 billion annually for its Gemini Al model suggest a need to
catch up, potentially ceding ground and margin to competitors in this
critical next-generation technology.

Rising Operating Expenses and R&D Costs: Strategic
investments, particularly in Al, are driving up costs. Operating
expenses in Q4 2025 reached $15.9 billion (+11% YoY).
Management’s guidance for the December quarter projects OpEx to
be between $18.1 billion and $18.5 billion, indicating that expense
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growth may temporarily outpace the projected 10-12% revenue
growth, pressuring operating leverage.

Opportunities

AI-Driven Hardware “Supercycle”: The deep integration of “Apple
Intelligence” into the upcoming iOS and new silicon like the M5 chip
presents a compelling opportunity to trigger a major hardware
upgrade cycle. Management’s bullish guidance for the December
2025 quarter, projecting 10-12% YoY revenue growth led by double-
digit iPhone growth, is predicated on this opportunity.

Continued Monetization of Emerging Markets: Apple is
successfully expanding its global footprint. The company set an all-
time revenue record in India in Q4 2025 and achieved September
quarter records in dozens of markets, including Latin America and
South Asia. These emerging markets represent a vast,
underpenetrated opportunity for future growth in the installed base.
Expansion into New Product Categories (Spatial Computing):
The launch of Apple Vision Pro signals a strategic entry into the new
platform of spatial computing. The context notes strong early
enterprise interest from leading organizations like Walmart, Nike, and
SAP, creating a long-term opportunity to establish a new ecosystem
for developers and users, similar to the iPhone’s impact a decade ago.

Threats

Intensifying Global Regulatory and Antitrust Scrutiny: Apple
faces significant legal and regulatory pressure that threatens its
“walled garden” business model. Actions like the EU’s Digital Markets
Act (DMA) and antitrust lawsuits in the U.S. specifically target App
Store commission structures and policies, posing a direct material
threat to the growth and high profitability of the Services segment.
Geopolitical Tensions and Supply Chain Concentration: The
company has a profound dependency on Greater China for both
manufacturing and as a major consumer market. This creates
vulnerability to trade disputes, tariffs, and geopolitical instability. The
company incurred approximately $1.1 billion in tariff-related costs in
the September 2025 quarter alone, highlighting the tangible financial
impact of these tensions.

Maturation of the Smartphone Market and Intense
Competition: The global smartphone market is mature, with low
single-digit growth, making it difficult to expand the user base at
historical rates. While Apple dominates the premium segment, it faces
intense competition from Android device makers. Furthermore, in the
emerging Al space, it competes directly with established leaders like
Google and Microsoft, whose advancements could challenge Apple’s
ecosystem advantage.
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Porter’s Five Forces Analysis

.“\&/‘ Competitive Rivalry

¢ Intense Competition: The industry
features high rivalry from global players like
Samsung and Google, plus strong local
competitors in key markets like China.

¢ Differentiation Strategy: Apple avoids
price wars by focusing on its premium brand,
integrated ecosystem, and user experience,
which supports its high margins.

¢ Heavy R&D Investment: All key
competitors invest heavily in R&D, with
Apple's current strategic focus being its
proprietary "Apple Intelligence" platform.

;:?%1 Supplier Power

¢ Critical Component Dependency: Key
suppliers like TSMC, the sole producer of
Apple's advanced chips, hold significant
negotiating power.

¢ Bargaining Power at Scale: Apple's
massive production volume gives it strong
leverage over suppliers of more
commoditized components, helping control
costs.

e Geopolitical & Concentration Risks:
Heavy reliance on single suppliers and
regions like Greater China increases risk,

prompting supply chain diversification efforts.

°0
> Buyer Power

¢ High Switching Costs: The tightly
integrated ecosystem of hardware, software,
and services creates significant "lock-in,"
reducing a customer's ability to switch.
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¢ Strong Brand Loyalty: Apple's powerful
brand commands intense customer loyalty,
making its user base less price-sensitive
than its competitors'.

¢ Fragmented Customer Base: Buyers
consist of millions of individual consumers,
meaning no single entity has the leverage to
negotiate prices or terms.

[ ]
-L“‘l Threat of Substitutes & New Entrants
-

¢ Substitute Ecosystems: The Android
platform represents the most significant
substitute, with competition intensifying
around key technologies like Al.

¢ High Barriers to Entry: New entrants
face prohibitive barriers, including massive
capital investment, complex global supply
chains, and established brand loyalty.

¢ Network Effects: Replicating Apple's
mature developer community and the App
Store's network effects is a monumental
challenge for any potential new competitor.

@-» Overall Strategy & Outlook

¢ Al-Driven Growth: The primary strategy
focuses on integrating "Apple Intelligence"
to stimulate a major hardware upgrade
cycle and defend its premium positioning.

¢ Ecosystem Monetization: Continued
expansion of the high-margin Services
division is crucial for monetizing the
installed base and increasing customer
lifetime value.

¢ Navigating Key Risks: The outlook
depends on successfully managing
significant risks, including regulatory
pressures, geopolitical supply chain
disruptions, and intense Al competition.



5. Porter Five Forces

Competitive Rivalry (High)

Key Competitors and Industry Dynamics: The competitive rivalry
for Apple is high, primarily from a few large, well-funded global
players. In smartphones, its main rivals are Samsung (competing on
hardware innovation like foldables) and Google (competing via the
Android ecosystem and Al integration). Within China, a key market,
the context mentions the “China risk” which includes intense
competition from local brands like Huawei. In the PC market, Apple’s
Mac competes with Dell, HP, and Lenovo, which primarily leverage
Microsoft’s Windows OS. The industry is mature, with growth driven
by upgrade cycles and innovation, making market share gains highly
contested.

Price Competition and Differentiation: Apple avoids direct price
competition, instead focusing on differentiation through its integrated
ecosystem, premium brand, proprietary silicon (M-series chips), and
user experience. This strategy supports its premium pricing and
industry-leading gross margins, which management guided to be
between 47% and 48% for the December 2025 quarter. Competitors
often compete more aggressively on price or promotions, particularly
within the Android ecosystem.

Marketing and R&D Investment: All major players invest heavily in
marketing and R&D. Apple’s R&D is a key driver of its rising
operating expenses, which were $15.9 billion (+11% YoY) in Q4
2025 and are projected to be between $18.1 billion and $18.5
billion in the December quarter. This investment is focused on core
technologies like custom silicon and, as of late 2025, a significant
pivot to “Apple Intelligence.”

Sub-Prompts: 1. Product Roadmaps & R&D: Apple’s 1-3 year roadmap is
centered on integrating “Apple Intelligence” across its OS and hardware, as
emphasized on the October 30, 2025 earnings call. This is intended to drive
a new iPhone upgrade cycle, with the iPhone 17 showing strong initial
demand. CEO Tim Cook confirmed Apple is creating its own foundation
models and is open to M&A to advance its Al roadmap. This contrasts with
competitors like Google, which integrates its own Al (like Gemini) deeply
into Android, and Samsung, which focuses on hardware advancements like
foldable displays alongside Al features. 2. Brand Loyalty: Apple’s brand
loyalty is exceptionally high and is a core component of its competitive
strength. On the Q4 2025 call, Tim Cook stated, “We did set a September
quarter record for upgraders,” indicating a strong existing customer base
chose to purchase new devices. This loyalty allows Apple to sustain
premium pricing and is reinforced by the high switching costs of its
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ecosystem (iMessage, iCloud, App Store purchases), a key factor in its
customer retention.

Supplier Power (Moderate)

e Key Supplier Relationships: Apple’s relationship with its suppliers
is complex. For critical, technologically advanced components,
supplier power is high. TSMC is the sole manufacturer of Apple’s
cutting-edge A-series and M-series chips, giving it significant
leverage. For more commoditized components, Apple’s immense scale
($416 billion in fiscal year 2025 revenue) gives it massive bargaining
power to negotiate favorable pricing.

¢ Assembly and Manufacturing: The majority of final assembly is
handled by a few large partners, most notably Foxconn. While Apple
is Foxconn'’s largest customer, the operational complexity of moving
production for hundreds of millions of units creates high switching
costs and gives these assemblers moderate power, particularly
regarding labor and capacity management.

e Strategic Investments: To mitigate supplier power and secure
future capacity, Apple makes strategic investments. The context notes
Tim Cook’s statement that Apple is “all in, in terms of being the
largest customer for TSMC in Arizona,” indicating a long-term
commitment to secure U.S.-based advanced chip manufacturing,
which indirectly benefits Apple by ensuring supply stability.

Sub-Prompts: 1. Supplier Stability: Apple’s top-tier suppliers, like TSMC,
are financially healthy and at the forefront of innovation, which is critical
for Apple’s product roadmap. The stability of these key partners is high.
However, the reliance on a single source for its most critical component
(advanced silicon) creates a significant concentration risk, making TSMC’s
operational and financial health a key variable for Apple’s success. 2.
Geographic Risk: Supplier power is significantly amplified by geopolitical
risk. The heavy concentration of its supply chain in Greater China
(assembly) and Taiwan (TSMC) is a major vulnerability. The company
explicitly quantified this risk, incurring $1.1 billion of tariff-related costs in
the September 2025 quarter, with an estimated impact of $1.4 billion for
the December 2025 quarter. To mitigate this, Apple is actively diversifying
production to India and Vietnam, as noted by Tim Cook’s comments on
applying lessons from scaling in China to the Indian market.

Buyer Power (Low)

e High Switching Costs (Ecosystem Lock-In): The primary factor
limiting buyer power is Apple’s tightly integrated ecosystem. A
customer invested in iPhones, Macs, Apple Watches, and services like
iCloud, Apple Music, and iMessage faces significant financial and
data-related costs to switch to a competing platform like Android. The
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seamless interoperability between Apple devices creates a user
experience that is difficult to replicate, locking customers in.

e Brand Loyalty and Premium Positioning: Apple’s strong brand
commands intense loyalty, making its customer base less price-
sensitive than those of its competitors. Customers are often willing to
pay a premium for the perceived quality, design, and security of Apple
products. The strong demand for the iPhone 17 Pro models, as noted
in recent articles from November 2025, underscores this willingness
to pay for premium products.

e Fragmented Consumer Base: Apple’s primary customer base
consists of millions of individual consumers. This fragmentation
means no single buyer or group of buyers has any meaningful
leverage to negotiate prices or terms, giving Apple complete control
over pricing. While enterprise is a growing segment, it still represents
a smaller portion of the overall business.

Sub-Prompts: 1. Buyer Segmentation: Consumer price sensitivity is
relatively low in the premium segment but is a factor in emerging markets.
The context highlights Apple’s focus on making products more affordable in
India through “financing options and trade-ins.” The enterprise segment is
even less price-sensitive, focusing on security, productivity, and total cost of
ownership. The context notes strong enterprise excitement for Apple
Vision Pro from companies like Walmart, Nike, and SAP, indicating a
focus on value over price. 2. Ecosystem Lock-In: The Services division is
the clearest metric of ecosystem lock-in. In Q4 2025, this segment achieved
an all-time revenue record of $28.8 billion, growing 15% YoY. This growth
is fueled by monetizing the massive installed base of active devices,
confirming the effectiveness of using integrated services (App Store, iCloud,
Apple Pay) to retain customers and generate recurring, high-margin
revenue.

Threat of Substitutes & New Entrants (Low to Moderate)

e Threat of Substitutes (Moderate): The most significant substitute
for Apple’s ecosystem is the Android ecosystem, led by Google and
hardware partners like Samsung. While individual products have
direct substitutes (e.g., Samsung Galaxy for iPhone), the true
substitute is the entire alternative platform. The threat level rises if a
competitor offers a “killer app” or feature unavailable on iOS. The
current race in Al is a key battleground; reports from November 6,
2025, indicate Apple will pay Google $1 billion per year for its
Gemini Al model in Siri, suggesting a potential weakness and
validating the threat from a competitor’s superior Al technology.

e Threat of New Entrants (Very Low): The barriers to entry in
creating a competing, vertically integrated hardware and software
ecosystem are immense. A new entrant would need to overcome:
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o Massive Capital Investment: Billions in R&D, manufacturing,
and marketing.

o Supply Chain & Economies of Scale: Replicating Apple’s
global supply chain and securing favorable component pricing is
nearly impossible for a new player.

o Ecosystem & Network Effects: Building a developer
community and a user base to rival the iOS App Store, which
has been operating for over 15 years, is a monumental
challenge.

Startup Landscape: The context does not provide specific data on
VC funding or regional entrants. However, the startup landscape
poses virtually no direct threat to Apple’s core business. Startups are
more likely to be acquisition targets for their technology or talent, as
evidenced by Tim Cook’s statement on the Q4 2025 call that Apple is
“open to pursuing M&A if we think that it will advance our road map.”

Overall Strategy & Outlook

Best-Case Scenario (2025-2026): The “Apple Intelligence” strategy
proves highly successful, driving a massive iPhone 17 upgrade
supercycle and re-accelerating revenue growth to the 10-12% YoY
guided for Q1’26 and beyond. Services continue to grow at 15%+ as
Apple successfully monetizes its expanding installed base. Gross
margins remain elevated at 47-48%. Regulatory challenges are
successfully navigated with minimal financial impact, and supply
chain diversification in India proceeds smoothly.

Moderate Scenario (2025-2026): The iPhone 17 cycle drives solid
but not record-breaking growth, in line with historical trends.
Services growth moderates to the low double-digits due to market
saturation and minor regulatory concessions in regions like the EU.
Gross margins remain strong but face slight pressure from rising
component and diversification costs. Apple maintains its dominant
market position but does not see a significant re-acceleration in
overall growth.

Worst-Case Scenario (2025-2026): “Apple Intelligence” is
perceived as a “fast follower” effort that fails to compel upgrades,
leading to weak iPhone sales. A major adverse ruling in the U.S. DQJ
antitrust case forces Apple to open the App Store to third-party
payment systems, materially impacting the profitability of its Services
segment. Escalating geopolitical tensions with China disrupt both
production and demand in a key market, leading to revenue declines
and margin compression.
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6. Scuttlebutt Analysis
1. Market Potential for Sustained Sales Growth

Apple’s market potential remains substantial, driven by a dual-engine model
of hardware upgrade cycles and services monetization. The immediate
catalyst is the iPhone 17, which is reportedly “tracking 14% above iPhone
16 in the first 10 days,” suggesting the potential for a new “supercycle.”
This is not just about selling more units but also about a favorable mix shift,
as sales are “skewed to Pro” models. Beyond the iPhone, the Services
division has become a formidable growth engine in its own right, crossing
$100 billion in full-year revenue for fiscal 2025 and accelerating to 15% YoY
growth in Q4. With a massive installed base of active devices, the total
addressable market for services continues to expand organically. New
product categories, while not detailed in the Q4 summary, represent long-
term optionality for further market expansion. Management’s bullish
December quarter guidance for 10-12% YoY revenue growth, which would
be the “company’s best quarter ever,” underscores their confidence in near-
term market demand.

2. Management’s Commitment to Future Growth

Management demonstrates a clear and aggressive commitment to
developing future growth drivers beyond maturing product lines. The Q4
2025 earnings call marked a “deliberate shift in emphasis towards ‘Apple
Intelligence.’” This strategic pivot is backed by significant capital, with
operating expenses for the upcoming quarter guided to a high range of
$18.1 billion to $18.5 billion to fund R&D in AI and private cloud
infrastructure. This isn’t just an internal effort; recent news from November
6, 2025, reports that Apple is pursuing a deal to pay Google $1 billion
annually for its Gemini AI model to enhance Siri. This pragmatic “build and
partner” approach shows a commitment to deploying best-in-class
technology to drive the next wave of product innovation and maintain a
competitive edge.

3. Effectiveness of Research & Development

Apple’s R&D is highly effective, focusing on vertical integration to create
defensible moats. The development of its own silicon, such as the new M5
chip with “neural accelerators” and the A19 Pro, is central to its strategy.
This allows Apple to tightly integrate hardware and software to deliver
unique features like “Apple Intelligence” with a privacy-centric, on-device
processing model. The output of this R&D is not just theoretical;
management directly links these technological advancements to consumer
benefits, as seen in CEO Tim Cook’s comments about the iPhone 17 Pro
being the “most pro phone we’ve ever done.” While R&D spending is

22



increasing, its effectiveness is measured in the premium features that drive
product differentiation, pricing power, and ecosystem lock-in.

4. Sales Organization Quality

Apple possesses a world-class, multi-channel sales and distribution network
that is exceptionally effective. Its direct-to-consumer channels (retail and
online stores) build the brand and command high margins, while its vast
network of third-party carriers and resellers ensures global reach. The Q4
2025 results, with a record $102.5 billion in revenue, prove the
organization’s ability to execute a major product launch at a global scale.
The strength is geographically diverse, with the Services segment noting
“double-digit growth in both developed and emerging markets.” CEO Tim
Cook’s assertion that the new iPhone lineup is “resonating around the
world” is a testament to the sales organization’s ability to effectively market
and deliver products across varied economic and cultural landscapes.

5. Profit Margin Attractiveness

Apple’s profit margins are best-in-class and a clear indicator of its pricing
power and operational efficiency. For the holiday quarter, management
guided to an exceptional gross margin between 47% and 48%, a level
virtually unheard of for a hardware-centric company of its scale. This is
supported by the highly profitable Services division, which posted an all-
time revenue record of $28.8 billion in Q4. The strategic shift toward this
higher-margin revenue stream continues to provide a powerful tailwind to
the company’s blended margin profile.

6. Strategies to Maintain or Improve Margins

Management employs a multi-pronged strategy to protect and enhance its
elite margins. The primary driver is the continued mix shift towards the
high-margin Services business. Second, within hardware, the company
successfully steers customers towards higher-priced “Pro” models, as
evidenced by the early sales data for the iPhone 17. Third, disciplined
operational execution, including “managing component cost,” is a key focus
discussed during the Q4 earnings call. By controlling the entire technology
stack from silicon to software, Apple can optimize for performance and cost,
protecting its profitability even amidst inflationary pressures.

7. Labor and Personnel Relations

The provided context does not contain specific metrics on employee
turnover or labor relations. However, with 164,000 employees globally,
Apple’s ability to consistently innovate and execute suggests it successfully
attracts and retains top-tier talent in engineering, design, and operations.
The company’s culture of secrecy and product excellence is well-
documented, and its strong financial performance enables it to offer

23



competitive compensation. While like any large corporation it faces public
scrutiny on labor practices, its status as a premier technology destination
remains a key intangible asset.

8. Executive Relations

The leadership team, helmed by CEO Timothy D. Cook, projects a stable,
unified, and confident front. The Q4 2025 earnings call transcript shows
Cook and CFO Kevan Parekh presenting a cohesive and “exceptionally
bullish” message. Their narrative is tightly aligned, emphasizing product
strength, the Al pivot, and financial discipline. There is no public evidence
of friction or discord among the senior executive team, suggesting a strong
and collaborative working relationship focused on long-term strategic
execution.

9. Management Depth

While the provided materials primarily feature the CEO and CFO, a
company of Apple’s size, complexity, and consistent success inherently
relies on a deep bench of management talent. The flawless execution of
global product launches, the simultaneous management of complex supply
chains and software development, and the growth of a $100 billion services
business are impossible without highly capable leaders across all key
divisions, including hardware engineering, software development,
operations, and marketing.

10. Cost Analysis and Accounting Controls

Apple exhibits rigorous financial discipline and sophisticated accounting
controls. This is evident in the detailed and specific financial guidance
provided for the upcoming quarter, which includes precise ranges for
revenue (10-12% growth), gross margin (47-48%), operating expenses
($18.1B-$18.5B), OI&E (~$150M), and the tax rate (~17%). This level of
forecasting demonstrates a deep understanding of business drivers and
robust internal systems for cost management and financial planning.

11. Industry-Specific Competitive Factors

Apple’s most powerful competitive advantage is its vertically integrated
ecosystem, creating a “walled garden” with extremely high switching costs.
A secondary, but increasingly important, factor is its branding around
privacy. In the Q4 Q&A, Tim Cook reiterated that “privacy is a basic
fundamental human right.” This stance is being strategically leveraged as a
key differentiator for “Apple Intelligence,” positioning its on-device and
private cloud approach as a more secure alternative to competitors, a
crucial factor in an Al-driven era.
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12. Profit Outlook: Short vs. Long Term

Management masterfully balances short-term execution with long-term
vision. The short-term focus is evident in the record-breaking Q4 2025
results and bullish holiday guidance, designed to meet investor
expectations. Simultaneously, the significant increase in guided operating
expenses and the strategic narrative shift to “Apple Intelligence”
demonstrate a clear focus on investing for long-term, sustainable profit
growth. The company is leveraging the immense profits from its current
product cycle to fund the R&D that will define its future.

13. Future Capital Needs and Dilution Risk

There is virtually no risk of shareholder dilution from equity financing.
Apple is a prodigious generator of free cash flow, making it entirely self-
funding. The company’s capital allocation strategy is the opposite of
dilutive; it is aggressively anti-dilutive. In Q4 2025 alone, the company
returned over $30 billion to shareholders, which included the repurchase of
100 million shares for $23.3 billion. This massive capital return program is
a core tenet of its financial strategy and will continue to reduce the share
count over time.

14. Management Transparency in Adversity

Management demonstrates a high degree of transparency, framing
challenges constructively. When questioned about iPhone channel inventory
during the Q4 call, Tim Cook was direct, stating they “exited below our
target inventory range.” Rather than treating this as a failure, the
leadership team consistently frames supply constraints as a positive signal
of overwhelming demand, a narrative that reflects confidence and maintains
investor trust even when discussing operational challenges.

15. Integrity of Management

The provided information suggests a management team with high integrity.
Leadership’s public-facing statements, particularly CEO Tim Cook’s
consistent and strong stance on user privacy as a “human right,” form a
core part of the company’s identity and brand promise. While Apple faces
external regulatory scrutiny, its internal governance and executive
communication appear disciplined, consistent, and focused on delivering
value to customers and shareholders, reflecting a high ethical standard.
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7. Risk Analysis
Overview of Major Risks

Intensifying Regulatory and Antitrust Scrutiny: Apple faces
significant and escalating legal challenges in key markets, particularly
the U.S. and E.U., targeting its “walled garden” ecosystem. These
actions directly threaten the high-margin Services business model,
which is a primary growth driver.

Geopolitical and Supply Chain Concentration: The company
maintains a profound operational dependency on Greater China for
both manufacturing and sales. Escalating U.S.-China trade tensions
and regional instability, particularly concerning Taiwan (home to key
chip supplier TSMC), pose a material risk to production continuity and
revenue.

Technological Disruption in Artificial Intelligence (AI): While
investing heavily, Apple is perceived by the market as playing catch-
up in the generative Al race. A failure to deliver a compelling Al-
integrated user experience could weaken the incentive for hardware
upgrades, threatening the core iPhone product cycle which remains
the engine of the entire ecosystem.

Legal and Regulatory Challenges

Antitrust Lawsuits: Apple is confronting major antitrust actions,
including a lawsuit from the U.S. Department of Justice and
enforcement actions under the E.U.’s Digital Markets Act (DMA).
App Store Policies Under Fire: Scrutiny is intensely focused on the
App Store’s 30% commission rate, anti-steering provisions that limit
how developers can communicate with users, and the lucrative default
search engine agreement with Google.

Potential for Forced Business Model Changes: Adverse rulings
could force Apple to allow third-party app stores (sideloading) and
alternative payment systems, which would directly erode the high-
margin revenue and profitability of the Services segment.

Financial and Operational Exposures

Supply Chain Vulnerability: The majority of iPhone assembly occurs
in China, creating significant concentration risk. Any disruption,
whether from geopolitical events, trade policy shifts, or health crises,
could severely impact product availability and sales, as seen with
prior “supply constraints.”

Rising Operating Costs: Operating expenses are increasing,
projected to be between $18.1 billion and $18.5 billion for the
December quarter, driven by aggressive R&D investment in Al. This
near-term OpEx growth is expected to exceed revenue growth.
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Persistent Tariff Headwinds: The company continues to absorb
significant tariff-related costs, which amounted to approximately $1.1
billion in the September 2025 quarter and are estimated to be $1.4
billion for the December 2025 quarter.

Foreign Exchange Risk: Management has explicitly guided for
foreign exchange to be a revenue headwind of approximately 2
percentage points year-over-year in the upcoming quarter.

Potential Market Volatility

Macroeconomic Sensitivity: As a seller of premium consumer
goods, Apple’s revenue is highly sensitive to downturns in the global
economy and consumer confidence. The company’s forward-looking
guidance is explicitly contingent on the assumption that the
“macroeconomic outlook doesn’t worsen.”

Dependence on iPhone Cycle: Despite diversification, the
company’s performance remains heavily tied to the success of the
annual iPhone launch. While initial data for the iPhone 17 is strong
(tracking 14% above iPhone 16), any future product misstep or muted
consumer reception presents a major risk to revenue and investor
sentiment.

Competitive Pressure in Al: Competitors’ rapid advancements in Al
could shift consumer preferences if Apple’s integrated solutions are
not perceived as best-in-class, potentially leading to market share
erosion in the premium smartphone segment for the first time in
years.

Recommended Risk Mitigation

Supply Chain Diversification: Apple is actively mitigating its China
dependency by expanding manufacturing operations in other
countries, most notably India and Vietnam. This is a long-term,
capital-intensive strategy to build geographic resilience.

Aggressive R&D and Strategic Partnerships: The company is
increasing its R&D spending to accelerate its internal Al capabilities
(“Apple Foundation models”). Simultaneously, it is mitigating
immediate gaps through strategic partnerships, such as the reported
$1 billion per year deal with Google for its Gemini AI model.
Proactive Legal and Lobbying Engagement: Apple employs
extensive legal teams to challenge antitrust lawsuits and is engaged in
lobbying efforts to shape regulation. It also makes tactical, region-
specific concessions to comply with new laws like the DMA while
seeking to minimize the impact on its core business.

Maintaining a Fortress Balance Sheet: The company’s strong
financial position, with a net cash balance of $65 billion as of October
2025, provides a substantial buffer to absorb financial shocks, fund
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large-scale strategic shifts, and continue its significant capital return
program.
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@ Peterson Capital
Management, LLC

Disclaimer - Valuation

The following valuation section has been automatically generated using
pre-configured financial models, artificial-intelligence models, and available
data, without any human intervention or interpretive oversight. The calculations,
figures, and outputs presented herein have not been audited, independently
verified, or supplemented with qualitative insight.

The valuation analysis presented herein is intended to be directionally indicative
and should not be interpreted as precise or definitive. While we have employed
standard methodologies and sound judgment to frame valuation ranges, this
analysis is not based on exhaustive or fully cited sources, and certain underlying
assumptions, data inputs, and reference points may be incomplete or missing.

This report does not constitute a fairness opinion, investment recommendation,
or substitute for professional due diligence. It should be viewed solely as an
internal decision-support tool, offering a framework for strategic exploration
rather than a definitive assessment of intrinsic value.

Our models are part of an ongoing development process and are continually
being tested, refined, and re-evaluated to improve accuracy, robustness, and
contextual relevance. As such, users should expect that methodologies, outputs,
and coverage may evolve over time.

We recommend this report be critically reviewed in-house, with an
accompanying appendix or section that transparently documents any limitations,
outstanding issues, or self-assessments.

All users should apply independent judgment and validate findings with
additional analysis, expert input, and supporting data before making any
investment or strategic decisions based on this material.



Valuation Summary

Terminal cash flow 199,961 M Terminal cash flow 239,983 M Terminal cash flow 271,922 M
Terminal cost of capital 10.48% Terminal cost of capital 9.23% Terminal cost of capital 7.98%
Terminal value 2,505,778 M Terminal value 3,565,868 M Terminal value 4,962,085 M
PV(Terminal value) 924,924 M PV(Terminal value) 1,474,844 M PV(Terminal value) 2,302,666 M
PV (CF over next 10 years) 1,057,668 M PV (CF over next 10 years) 1,254,589 M PV (CF over next 10 years) 1,460,934 M
Sum of PV 1,982,592 M Sum of PV 2,729,432 M Sum of PV 3,763,600 M
Value of operating assets = -43,960 M Value of operating assets = -43,960 M Value of operating assets = -43,960 M
- Debt 98,657 M - Debt 98,657 M - Debt 98,657 M

- Minority interests - Minority interests - Minority interests

+ Cash 54,697 M + Cash 54,697 M + Cash 54,697 M
Value of equity in common stock 1,938,632 M Value of equity in common stock 2,685,472 M Value of equity in common stock 3,719,640 M
Number of shares 14,815 M Number of shares 14,815 M Number of shares 14,815 M
Estimated value /share $130.85 Estimated value /share $181.26 Estimated value /share $251.07
Current Stock Price $269.77 Current Stock Price $269.77 Current Stock Price $269.77
Price as % of value 206.16% Price as % of value 148.83% Price as % of value 107.45%

7. DCF Valuation (Bear, Base, Bull)

Valuation Summary

Valuation Summary
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8. Comparable Companies Valuation

Comparable Public Companies and Valuation Output

Operating Statistics
Tkers  MarketCap T e e Rwene TS (S0 | I h
MSFT 3,695,027 M 28,849 M 60,556 M 3,653,571M 363,076 M 293,812 M 202,037 M 68.8% 130,160 M . 169,991 M 57.9% 104,912 M 35.7% 14.5%
GOOG 3,443,767 M 23,090 M 33,713 M 3,378,984 M 386,867 M 385,477 M 228,095 M 59.2% 152,443 M \ 171,744 M 44.6% 124,251 M 32.2% 16.7%
AMZN 2,592,000 M 66,922 M 135,419 M 2,633,222 M 369,631 M 691,330 M 345,982 M 50.0% 95,113 M » 198,140 M 28.7% 76,482 M 11.1% 17.9%
FB 3,404,219 M 23,090 M 33,713 M 3,339,436 M 386,867 M 385,477 M 228,095 M 59.2% 152,443 M X 171,744 M 44.6% 124,251 M 32.2% 16.7%
NVDA 4,589,152 M 11,639 M 10,297 M 4,542,658 M 100,131 M 165,218 M 115,400 M 69.8% 100,896 M 61.1% 103,197 M 62.5% 86,597 M 52.4% 64.2%
TSLA 1,438,260 M 18,289 M 7,702 M 1,404,315 M 79,970 M 95,633 M 16,264 M 17.0% 7,152 M 7.5% 13,153 M 13.8% 5,271 M 5.5% 31.8%
AAPL 4,003,492 M 35,934 M 98,657 M 4,047,452 M 73,733 M 416,161 M 195,201 M 46.9% 132,729 M 31.9% 144,427 M 34.7% 112,010 M 26.9% 8.7%
Maximum 4,589,152 M 66,922 M 135,419 M 4,542,658 M 386,867 M 691,330 M 345,982 M 69.8% 152,443 M 61.1% 198,140 M 62.5% 124,251 M 52.4% 64.2%
75th Percentile 3,918,558 M 38,367 M 79,272 M 3,875,843 M 386,867 M 461,940 M 257,567 M 69.0% 152,443 M 48.5% 178,343 M 59.0% 124,251 M 39.9% 39.9%
Median 3,423,993 M 23,090 M 33,713 M 3,359,210M 366,354 M 339,645 M 215,066 M 59.2% 115,528 M 39.5% 170,868 M 44.6% 95,755 M 32.2% 17.3%
25th Percentile 2,303,565 M 16,627 M 9,648 M 2,325,995 M 95,091 M 147,822 M 90,616 M 41.8% 73,123 M 12.2% 80,686 M 24.9% 58,679 M 9.7% 16.1%
Minimum 1,438,260 M 11,639 M 7,702 M 1,404,315 M 79,970 M 95,633 M 16,264 M 17.0% 7,152 M 7.5% 13,153 M 13.8% 5271 M 5.5% 14.5%

Valuation Statistics

Tickers Market Cap En\tlearlﬁzse ;Z‘{::m E‘é{ﬁ;’x‘ P/S Multiple P/E Mu
MSFT 3,695,027 M 3,653,571 M 12.44x 21.49x 12.58x 35.22x 10.18x
GOOG 3,443,767 M 3,378,984 M 8.77x 19.67x 8.93x 27.72x 8.90x
AMZN 2,592,000M 2,633,222 M 3.81x 13.29x 3.75x 33.89x 7.01x
FB 3,404,219 M 3,339,436 M 8.66x 19.44x 8.83x 27.40x 8.80x
NVDA 4,589,152 M 4,542,658 M 27.49x 44.02x 27.78x 52.99x 45.83x
TSLA 1,438,260 M 1,404,315 M 14.68x 106.77x 15.04x 272.86x 17.98x
AAPL 4,003,492 M 4,047,452 M 9.73x 28.02x 9.62x 35.74x 54.30x
Maximum 4,589,152 M 4,542,658 M 27.49x 106.77x 27.78x 272.86x 45.83x
75th Percentile 3,918,558 M 3,875,843 M 17.89x 59.71x 18.22x 107.96x 24.95x
Median 3,423,993 M 3,359,210 M 10.60x 20.58x 10.75x 34.56x 9.54x
25th Percentile 2,303,565 M 2,325,995 M 7.45x 17.91x 7.56x 27.64x 8.35x
Minimum 1,438,260 M 1,404,315 M 3.81x 13.29x 3.75x 27.40x 7.01x

Implied Share Price

EV/LTM EV/LTM
Revenue EBITDA

P/S Multiple P/E Multiple P/B Multiple

Tickers Shares Outstanding

Maximum $ 768.10 $ 1,036.59 $ 780.24 S 2,062.96 I
75th Percentile $ 49821 $ 577.81 $ 511.90 $ 816.23 $ 124.15

Median 14,815 M $ 293.53 $ 196.43 $ 302.11 $ 261.25 $ 47.48
25th Percentile $ 205.02 $ 17032 $ 21238 $ 208.94 $ 41.57

Minimum $ 102.76 $ 12532 $ 105.32 $ 207.14 $ 34.98)




9. Net Asset Value Analysis

This analysis establishes the Net Asset Value (NAV) for Apple Inc. as of its
fiscal year-end 2025, providing a conservative, balance-sheet-derived
valuation floor. The resulting book value of equity serves as a critical
baseline for understanding the significant market premium attributed to the
company's intangible assets.

The key findings from the NAV calculation are as follows:

Basic NAV: $73,733 million, calculated as Total Assets minus Total
Liabilities. Basic NAV per Share: $4.96, based on the Basic NAV divided by
diluted shares outstanding. Total Assets: $359,241 million. Total Liabilities:
$285,508 million. Diluted Shares Outstanding: 14,863.61 million shares.
Adjustments: No quantitative adjustments were applied due to a lack of
specific appraisal data. However, the analysis qualitatively recognizes that
significant value resides in off-balance-sheet intangibles (brand equity,
intellectual property) and potentially undervalued real estate assets carried
at historical cost. Adjusted NAV & NAYV per Share: Remained $73,733
million and

496 pershare,respectively,asnoquantitativead justmentsweremade.BalanceSheetOb:
4.96) and the market trading price underscores the balance sheet's
limitations in capturing the true economic value of a technology leader like
Apple. This premium is a direct market validation of the company's powerful
brand, ecosystem, and future earnings power, which are better assessed
through cash flow-based valuation methods.
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11. Short Thesis
Short-Seller Thesis: Apple Inc. (AAPL)

1. Overvaluation Indicators

Apple’s valuation is stretched to unsustainable levels, reflecting a “priced-
for-perfection” scenario that ignores significant underlying risks. With a
Price-to-Earnings (P/E) ratio of approximately 36x, the stock trades at a
notable premium to its own 5-year average P/E of ~28.6x and above mega-
cap tech peers like Google (25x) and Meta (26x). This premium is
predicated on a flawless execution of an Al-driven hardware supercycle, yet
the company’s Q4 FY2025 revenue growth was a modest 8% YoY. The
current valuation disconnects from fundamentals, leaving the stock highly
vulnerable to a sharp contraction if the optimistic growth narrative fails to
materialize. Investors are paying a premium for future growth that is far
from guaranteed, while ignoring the company’s maturation into a slower-
growth entity.

2. Operational or Structural Weaknesses

Beneath the record revenue figures, there are clear signs of operational
strain and strategic vulnerability.

e Saturating End Markets and Over-Reliance on iPhone: Key
hardware segments are stagnant. In Q4 2025, both iPad and the
Wearables, Home, and Accessories divisions reported flat year-over-
year revenue. This demonstrates a critical over-dependence on the
iPhone to drive all meaningful growth.

e Weakness in a Critical Market: Greater China, a key growth and
manufacturing hub, saw revenue decline by 4% YoY in the September
quarter. While management attributes this to supply constraints, it
could signal eroding market share and weakening consumer
sentiment in a fiercely competitive region.

e Margin Pressure from Rising Costs: Operating expenses are
growing faster than revenue, rising 11% YoY to $15.9 billion in Q4
2025, with a forecast for further acceleration. This is compounded by
persistent tariff-related costs, which amounted to $1.1 billion in Q4
and are projected to hit $1.4 billion in the December quarter, directly
eroding profitability.

e Lagging in the Al Race: Apple is playing catch-up in the critical field
of generative Al. The reported plan to pay Google $1 billion annually
for its Gemini Al model, as noted in a November 6, 2025 article, is an
admission of an internal capabilities gap and undermines the
narrative of a unique, integrated “Apple Intelligence” ecosystem.
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3. Catalysts for Downside

Several near- to medium-term catalysts could trigger a significant re-rating
of the stock.

Intensifying Regulatory Assault: Global regulators are actively
targeting Apple’s most profitable business. The EU’s Digital Markets
Act (DMA) and antitrust lawsuits in the U.S. pose an existential threat
to the high-margin App Store commission structure and the lucrative
search engine deal with Google. An adverse ruling could permanently
impair the Services growth engine.

Geopolitical Risk Materialization: The company’s profound
dependency on China for manufacturing and sales represents a single
point of failure. Any escalation in U.S.-China trade tensions or
regional instability could cripple its supply chain and evaporate a
significant portion of its revenue base.

Failure of the iPhone 17 “Supercycle”: The entire bull case is
staked on the iPhone 17 driving a massive upgrade cycle. If “Apple
Intelligence” features are perceived as incremental rather than
revolutionary, or if macroeconomic headwinds soften demand for
premium devices, the anticipated double-digit growth will not
materialize, causing the growth narrative to collapse.

Conclusion: Apple is an overvalued, mature hardware company facing
decelerating growth in non-iPhone segments, margin pressure from rising
costs, and an unprecedented level of regulatory and geopolitical risk. The
market has fully priced in a best-case scenario for its Al initiatives while
ignoring clear structural weaknesses and external threats. This combination
of a stretched valuation and multiple, high-impact downside catalysts makes
AAPL a compelling short candidate.



10. Superinvestor Metrics

FY 2006 2007 2008 2009 2010 2011 pLi ) 2013 2014 201 2016 2017 2018 2019 2020 2021 2022 2024 2025
Magic Formula Metrics (Joel Greenblatt)

EBIT 2.45B 4.41B 6.28B 11.74B 18.39B 33.79B 55.24B 49.00B 52.50B 71.23B 60.02B 61.34B 70.90B 63.93B 66.29B | 108.95B | 119.44B | 114.30B | 123.22B | 133.05B | 133.05B
Enterprise Value 58.60B | 123.31B | 101.18B | 157.52B | 254.59B | 363.88B | 613.00B | 449.38B | 634.63B | 703.24B | 683.22B | 899.47B (1207.30B(1069.77B|2032.56B|2555.33B(2548.20B|2789.53B|3584.28B(3790.79B|3958.27B
Earnings Yield 4.2% 3.6% 6.2% 7.5% 7.2% 9.3% 9.0% 10.9% 8.3% 10.1% 8.8% 6.8% 5.9% 6.0% 3.3% 4.3% 4.7% 4.1% 3.4% 3.5% 3.4%

NwC 8.07B 12.68B 18.64B | 20.05B | 20.96B | 17.02B 19.11B 29.63B 5.08B 8.77B 27.86B | 27.83B 15.41B | 57.10B 38.32B 9.36B -18.58B | -1.74B | -23.41B | -17.67B | -17.67B

PP&E 1.28B 1.83B 2.46B 2.95B 4.778 7.788B 15.45B 16.60B 20.62B 22.47B 27.01B 33.78B 41.30B 37.38B 45.34B 49.53B 52.53B 54.38B 45.68B 61.04B 61.04B

ROIC 26.2% 30.4% 29.7% 51.0% 71.5% | 136.3% | 159.8% | 106.0% | 204.2% | 228.0% | 109.4% | 99.6% | 125.0% | 67.7% 79.2% | 185.0% | 351.7% | 217.2% | 553.2% | 306.8% | 306.8%
Owner Earnings (Warren Buffett)

Net Income 1.998 3.50B 4.83B 8.23B 14.01B 25.92B 41.73B 37.04B 39.51B 53.39B 45.69B 48.35B 59.53B 55.26B 57.41B 94.68B 99.80B 97.00B 93.74B | 112.01B | 112.01B

D&A 225.0M | 317.0M | 496.0M | 734.0M 1.03B 1.81B 3.28B 6.76B 7.95B 11.26B 10.51B 10.16B 10.90B 12.55B 11.06B 11.28B 11.108 11.52B 11.45B 11.70B 11.708B

Maint. CapEx 299.9M [ 628.0M | 558.5M | 495.2M | 489.4M 4.36B 4.64B 7.68B 8.47B 6.59B 13.55B 10.79B 7.66B 10.498B 4.94B 11.098B 6.91B 10.96B 8.54B 9.03B 12.71B
AinWC -225.0M 1.32B 2.04B -586.0M 1.24B 5.76B -299.0M 6.48B 7.05B 11.26B | 405.0M -4.92B 34.69B -3.49B 5.69B -4.91B 1.20B -6.58B 3.65B -25.00B | -25.00B
Owner Earnings | 1.69B 4.51B 6.82B 7.89B 15.79B | 29.13B | 40.07B | 42.59B | 46.03B | 69.32B | 43.05B | 42.79B | 97.47B | 53.82B | 69.22B | 89.97B | 105.20B | 90.98B | 100.29B| 89.68B | 85.99B
WA Shs (Dil) 24.57B | 24.90B 25.26B | 25.40B 25.89B | 26.23B | 26.47B 26.09B | 24.49B | 23.17B | 22.00B 21.01B | 20.00B 18.60B 17.53B 16.86B | 16.33B 15.81B 15.41B 15.00B 15.00B
OE/Share $0.07 $0.18 $0.27 $0.31 $0.61 $1.11 $1.51 $1.63 $1.88 $2.99 $1.96 $2.04 $4.87 $2.89 $3.95 $5.33 $6.44 $5.75 $6.51 $5.98 $5.73
Stock Price $3.03 $7.07 $3.05 $7.53 $11.52 $14.46 | $19.01 $20.04 $27.60 $26.32 $28.96 $42.31 $39.44 | $73.41 | $132.69 | $177.57 | $129.93 | $192.53 | $250.42 | $269.77 | $269.77
P/ OE 44.1x 39.0x 11.3x 24.2x 18.9x 13.0x 12.6x 12.3x 14.7x 8.8x 14.8x 20.8x 8.1x 25.4x 33.6x 33.3x 20.2x 33.5x 38.5x 45.1x 47.1x
Piotroski F-Score (Joseph Piotroski)

NI >0 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
CFO>0 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
ROA >0 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
CFO > NI 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 0 0

(LT Debt / Assets) 0 0 0 0 0 0 0 0 0 0 0 0 1 0 0 0 1 1 1 1 1
A Current Ratio 1 0 1 1 1 0 0 0 1 0 1 1 0 0 1 0 0 0 1 0 1 1
A Shares | or & 0 0 0 0 0 0 0 1 1 1 1 1 1 1 1 1 1 1 1 1 1
A Gross Margin T 0 1 1 1 0 1 1 0 1 1 0 0 0 0 1 1 1 1 1 1 1
|A Asset Turnover T 0 0 0 1 0 1 0 0 0 1 0 0 1 1 1 1 1 0 0 1 1
F-Score 4 6 6 7 4 6 5 6 6 = 6 5 7 7 7 7 8 8 7 8 8
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All data sources were accessed and compiled for this financial analysis report. SEC filings provide
regulatory disclosures and financial statements. Earnings transcripts offer management commentary

and forward guidance. Financial APIs deliver quantitative metrics and market data. Access dates ensure
data currency and analytical integrity.
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Appendix



BALANCE SHEET ($ in millions)

Period FY 2021 FY 2022 FY 2023 FY 2024 FY 2025
Date 09/25/2021 09/24/2022 09/30/2023 09/28/2024 09/27/2025
Cash and Cash Equivalents 34,940 23,646 29,965 29,943 33,539
Short-Term Investments 27,699 24,658 31,590 35,228 21,158
Cash and Short-Term Investments 62,639 48,304 61,555 65,171 54,697
Net Receivables 51,506 60,932 60,985 66,243 72,957
Inventory 6,580 4,946 6,331 7,286 5,718
Other Current Assets 14,111 21,223 14,695 14,287 14,585
Total Current Assets 134,836 135,405 143,566 152,987 147,957
Property, Plant, and Equipment (Net) 39,440 42,117 54,376 45,680 61,039
Goodwill 0 0 0 0 0
Intangible Assets 0 0 0 0 0
Goodwill and Intangible Assets 0 0 0 0 0
Long-Term Investments 127,877 120,805 100,544 91,479 77,723
Tax Assets 0 15,375 17,852 19,499 20,777
Other Non-Current Assets 48,849 39,053 36,245 55,335 51,745
Total Non-Current Assets 216,166 217,350 209,017 211,993 211,284
Other Assets 0 0 0 0 0
Total Assets 351,002 352,755 352,583 364,980 359,241
Accounts Payable 54,763 64,115 62,611 68,960 69,860
Short-Term Debt 17,141 22,773 17,382 22,511 22,446
Tax Payables 0 0 8,819 26,601 0
Deferred Revenue 7,612 7,912 8,061 8,249 9,055
Other Current Liabilities 45,965 59,182 48,435 50,071 64,270
Total Current Liabilities 125,481 153,982 145,308 176,392 165,631
Long-Term Debt 119,381 109,707 106,548 96,548 89,931
Deferred Revenue (Non-Current) 0 0 0 0 0
Deferred Tax Liabilities (Non-Current) 0 0 0 0 0
Other Non-Current Liabilities 43,050 38,394 38,581 35,090 29,946
Total Non-Current Liabilities 162,431 148,101 145,129 131,638 119,877
Other Liabilities 0 0 0 0 0
Capital Lease Obligations 11,803 12,411 12,842 12,430 11,603
Total Liabilities 287,912 302,083 290,437 308,030 285,508
Preferred Stock 0 0 0 0 0
Common Stock 57,365 64,849 73,812 83,276 93,568
Retained Earnings 5,562 (3,068) (214) (19,154) (14,264)
Accumulated Other Comprehensive Income (... 163 (11,109) (11,452) (7,172) (5,571)
Other Total Stockholders’ Equity 0 0 0 0 0
Total Stockholders’ Equity 63,090 50,672 62,146 56,950 73,733
Total Equity 63,090 50,672 62,146 56,950 73,733
Total Liabilities and Stockholders’ Equi... 351,002 352,755 352,583 364,980 359,241
Minority Interest 0 0 0 0 0
Total Liabilities and Total Equity 351,002 352,755 352,583 364,980 359,241
Total Investments 155,576 145,463 132,134 126,707 98,881
Total Debt 136,522 132,480 123,930 119,059 112,377
Net Debt 73,883 84,176 62,375 53,888 57,680
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INCOME STATEMENT ($ in millions)

Period FY 2021 FY 2022 FY 2023 FY 2024 FY 2025
Date 09/25/2021 09/24/2022 09/30/2023 09/28/2024 09/27/2025
Revenue 365,817 394,328 383,285 391,035 416,161
Cost of Revenue 212,981 223,546 214,137 210,352 220,960
Gross Profit 152,836 170,782 169,148 180,683 195,201
Gross Profit Ratio 41.78% 43.31% 44.13% 46.21% 46.91%
Research & Development 21,914 26,251 29,915 31,370 34,550
Selling, General & Administrative 21,973 25,094 24,932 26,097 27,601
Other Expenses 0 0 0 0 0
Operating Expenses 43,887 51,345 54,847 57,467 62,151
Cost and Expenses 256,868 274,891 268,984 267,819 283,111
Interest Income 2,843 2,825 3,750 0 0
Interest Expense 2,645 2,931 3,933 0 0
Depreciation & Amortization 11,284 11,104 11,519 11,445 11,698
EBITDA 123,136 133,138 125,820 134,661 144,427
EBITDA Ratio 33.66% 33.76% 32.83% 34.44% 34.70%
Operating Income 108,949 119,437 114,301 123,216 133,050
Operating Income Ratio 29.78% 30.29% 29.82% 31.51% 31.97%
Total Other Income/Expenses (Net) 258 (334) (565) 269 (321)
Income Before Tax 109,207 119,103 113,736 123,485 132,729
Income Before Tax Ratio 29.85% 30.20% 29.67% 31.58% 31.89%
Income Tax Expense 14,527 19,300 16,741 29,749 20,719
Net Income 94,680 99,803 96,995 93,736 112,010
Net Income Ratio 25.88% 25.31% 25.31% 23.97% 26.92%
EPS 5.67 6.15 6.16 6.11 7.49
EPS (Diluted) 5.61 6.11 6.13 6.08 7.46
Weighted Avg Shares 16,701 16,215 15,744 15,343 14,948
Weighted Avg Shares (Diluted) 16,864 16,325 15,812 15,408 15,004
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CASH FLOW STATEMENT ($ in millions)

Period FY 2021 FY 2022 FY 2023 FY 2024 FY 2025
Date 09/25/2021 09/24/2022 09/30/2023 09/28/2024 09/27/2025
Net Income 94,680 99,803 96,995 93,736 112,010
Depreciation & Amortization 11,284 11,104 11,519 11,445 11,698
Deferred Income Tax (4,774) 895 0 0 0
Stock-Based Compensation 7,906 9,038 10,833 11,688 12,863
Change in Working Capital (4,911) 1,200 (6,577) 3,651 (25,000)
Accounts Receivable Change (14,028) (9,343) (417) (5,144) (6,682)
Inventory Change (2,642) 1,484 (1,618) (1,046) 1,400
Accounts Payable Change 12,326 9,448 (1,889) 6,020 902
Other Working Capital (567) (389) (2,653) 3,821 (20,620)
Other Non-Cash ltems (147) 1M1 (2,227) (2,266) (89)
Net Cash from Operating 104,038 122,151 110,543 118,254 111,482
Investments in PP&E (11,085) (10,708) (10,959) (9,447) (12,715)
Acquisitions (Net) (33) (306) 0 0 0
Purchases of Investments (109,558) (76,923) (29,513) (48,656) (24,407)
Sales/Maturities of Investments 106,483 67,363 45,514 62,346 53,797
Other Investing Activities (352) (1,780) (1,337) (1,308) (1,480)
Net Cash from Investing (14,545) (22,354) 3,705 2,935 15,195
Debt Repayment 12,665 (123) (9,901) (5,998) (8,483)
Common Stock Issued 1,105 0 0 0 0
Common Stock Repurchased (85,971) (89,402) (77,550) (94,949) (90,711)
Dividends Paid (14,467) (14,841) (15,025) (15,234) (15,421)
Other Financing Activities (6,685) (6,383) (6,012) (5,802) (6,071)
Net Cash from Financing (93,353) (110,749) (108,488) (121,983) (120,686)
Effect of Forex on Cash 0 0 0 0 0
Net Change in Cash (3,860) (10,952) 5,760 (794) 5,991
Cash at End of Period 35,929 24,977 30,737 29,943 35,934
Cash at Beginning of Period 39,789 35,929 24,977 30,737 29,943
Operating Cash Flow 104,038 122,151 110,543 118,254 111,482
Capital Expenditure (11,085) (10,708) (10,959) (9,447) (12,715)
Free Cash Flow 92,953 111,443 99,584 108,807 98,767
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