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Company Overview 
 

Apple Inc. is a global technology leader known for its 

innovative consumer electronics, software, and services. 

Founded in 1976 by Steve Jobs, Steve Wozniak, and Ronald 

Wayne, Apple revolutionized industries with products like 

the iPhone, iPad, Mac computers, Apple Watch, and Apple 

TV. Headquartered in Cupertino, California, the company is 

renowned for its sleek design, user-friendly interfaces, and 

seamless ecosystem. In addition to hardware, Apple has 

become a powerhouse in services, including iCloud, Apple 

Music, and Apple Pay. With a market capitalization 

surpassing $2 trillion, Apple continues to drive innovation 

while prioritizing sustainability, privacy, and user 

experience, solidifying its position as one of the world’s 

most valuable and influential companies. 

 

Stock Performance Highlights                
52 week High $237.49 

52 week Low $164.08 

Beta Value 1.10 

Average Daily Volume 47.74 m 

 

Share Highlights 
Market Capitalization $3.401 T 

Shares Outstanding 15.12 b 

Book Value per share $3.77 

EPS (period??) $6.00 

P/E Ratio 37.01 

Dividend Yield .42% 

Dividend Payout Ratio 34% 

 

Company Performance Highlights 
ROA 21.46% 

ROE 157.41% 

Sales $391.03 b 

 

Financial Ratios 
Current Ratio 0.87 

Debt to Equity 4.67% 

 

 

 

Apple Inc. (NYSE: AAPL) 
 

          November 18, 2024 
 

 

Current Price     225.00 

Target Price     210.39-191.39 

 

Investment Thesis 
 

 

• We are recommending to HOLD the position for Apple as 

they are one of the largest companies in technology and we 

believe their stock is trading at a value close to where it should 

be. We also believe Apple to be resilient to market trends and 

will continue to grow. 

 

Drivers of Thesis: 

• Products and Related Services: Apple plans to continue to 

add more services to their already existing products, continuing 

their innovation that garners the respect of the entire industry. 

• Artificial Intelligence: Apple plans to add AI to all product 

offerings to improve customer experience. Apple plans to add AI 

to their iPhones along with their new iPad and eventually the rest 

of the products.  

• Services and wearables growth: Apple predicts continued 

growth in its services and wearable segments, and we believe 

this growth will continue. 

Risk to Thesis:  

• Competition: Apple has seen a decline in foreign markets as 

new phone retailers are entering the market  

• Market unpredictability: The United States being an election 

year there is uncertainty of the economic outlook in America. 

The tariffs and uncertainty of the inflation rate could lead to 

market unpredictability in the short- and long-term timeline.   

• Market Growth: Artificial intelligence and new emerging 

technologies could lead to a loss in market share as AI could 

lead to unpredictable advancements in many areas of the 

technology sector.  
One year stock Performance  

 
Five Year Stock Performance  
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Company Description 
 
Apple is a multinational technology company 
that designs manufacturers and sells a variety 
of products and services. Apple is the second 
leading smartphone company in sales 
worldwide (Statista). Apple has dominated 
market share in the United States since the 
inception of the iPhone and has further 
solidified its dominance as a company with 
other products that create the ’Apple 
Ecosystem.’ Apple seeks to further establish 
its presence in the industry with new 
innovations in products, like Virtual Reality 
(VR) and being at the forefront of the Artificial 
Intelligence (AI) boom. 
 
Apple’s Mission Statement 
“To bring the best user experience to 
customers through innovative hardware, 
software, and services” (Apple). Apple’s 
mission statement explained their market 
dominance as Apple continues to innovate and 
create demand each year for their new product 
offerings and services.  
 
Corporate Strategy 
Apple’s competitive strategy centers on 
differentiation. This strategy focuses on key 
features that differentiate the company from 
its competitors. Their competitive advantages 
also come from the services offered along with 
their products such as Apple TV, new AI 
services, and their wearables that integrate 
with all their existing products. This creates a 
distinct identity for Apple in what is known as 
the ‘Apple Ecosystem,’ or the digital 

environment that is created by Apple’s 
products that seamlessly integrate with each 
other. 
 
Revenue Analysis 
 
The reported products for Apple include 
iPhone, Mac, iPad, Wearables, Home and 
Accessories, and Services. The reported 
service offerings for Apple that generate 
revenue include advertising, iTunes, 
AppleCare, iCloud services, Apple Pay, and 
Apple TV Plus. The reported business 
segments include Americas, Europe, Greater 
China, and Japan and Rest of Pacific.  
 
Apple’s variety of offerings has helped them 
maintain their position as one of the top 
consumer technology companies. Their 
continued focus on innovation and growing 
focus on services have helped them maintain 
their brand loyalty along with revenue growth 
and market share. 
 
Apple has also shown a continued resilience to 
market conditions and economic downturns. 
Our economic analysis on Apple leads us to 
predict a continued high growth rate for Apple 
of 9%, shown later in our economic analysis.  
 
Apple’s Q4 2023 revenue breakdown by 
product and business segment are shown 
below. The first chart shows the revenue 
broken down by each product. The second 
chart shows the revenue broken down by the 
business segment.  
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Revenue Breakdown by Product Segment 
 
iPhone is the company’s line of smartphones 
the run of Apple’s iOS operating systems. The 
iPhones line has gone from iPhone 1 all the 
way to the newest iPhone the iPhone 16. The 
iPhone was released in 2007, and since its 
release has been the largest revenue source 
for Apple in 2023, and amounted to over $200 
billion in sales and 52% of the year’s sales 
revenue.  
 
Mac is a line of personal computers, operating 
on their macOS system. The Mac line includes 
MacBook Air, MacBook Pro, along with the 
desktops iMac, Mac Mini, Mac Studio, and Mac 
Pro. The Mac was released in 1984 and was 
one of the first products ever released by 
Apple. In recent years, Mac has seen a 
decrease in revenue growth. In 2023, Mac 
amounted for over $29 billion and 8% of 
Apple’s revenue down from the previous years 
as the Mac sales have trended down over the 
past 10 years.  
 
iPad is the company’s line of multipurpose 
tablets, running on the iPadOS operating 
system. The line of products include iPad Pro, 
iPad Air, iPad and iPad mini. The iPad line was 
released in 2010 and has seen a slight drop in 
sales over the past decade. In 2023 the iPad 
accounted for over $28 billion in sales and 7% 
of the year’s revenue.  
 
Wearables, Home, and Accessories are the 
company’s line of smartwatches, wireless 
headphones, and Apple watches. The products 
run on watchOS operating system. Apple’s 

wearables, home and accessories are the 
largest growing segment for sales for Apple 
and has seen consistent growth over the past 
decade with sales growth averaging around 
13% from year to year. In 2023 accounted for 
39 billion in sales revenue and 10% of the 
year’s revenue.  
 
Services is the company’s line of services to 
go along with their products which include 
their advertising, Apple Care, cloud services, 
digital content, payment services, Apple TV, 
and iTunes and App Store. This segment has 
been the company’s largest growing segment 
from year-to-year averaging a 16% growth rate 
over the past decade. In 2023, it accounted for 
$89 billion in sales revenue and 22% of the 
year’s revenue.  
 

 
 
Historical Revenue  
Apple’s historical revenue broken down by 
business segments and products was used to 
forecast future revenue growth for our forecast 
model. We used the same breakdowns as 
Apple did for segments and products. To use 
the historical data for forecasting we had to 
gather segment and product revenue from 
Apple’s 10-K reports going back to their 2014 
10-K. Apple also gives percentage year change 
along with each year’s segment and product 
revenue. We gathered all the data from each 
10-K and used historical percentage change 
averages to forecast future revenue growth for 
each segment and product.  
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Shown below are graphs of the revenue 
distribution. Graph 1 shows the revenue of 
Apple by products from 2012-2024. Graph 2 
shows revenue breakdown by business 
segments.  
 
Product Revenue distribution (2012-2024) 

 
 
Business Segment Revenue Breakdown 
(2012-2024)  
 

 
 
Forecasted Revenue  
To forecast Apple’s revenue, we gathered the 
different segments and product revenue 
information. Then, wed use the percentage 
changes given for each year to get an average 
sales change for each segment and product 
line. We removed the outliers to create a more 
accurate revenue growth prediction. We 
believe average yearly percentage change in 
revenue to be the best revenue growth rate to 
use as Apple has been consistently innovating 
by creating new products and services and 
with the launch of AI services in the upcoming 
years, we believe Apple’s growth will continue 
even when faced with competition. Apple also 
has high brand loyalty and with their services 
to go along with their products Apple’s revenue 
continues to grow. Customers who own Apple 

products will stay loyal to the Apple brand. A 
Bloomberg survey shows Apple customer 
loyalty when, “Apple loyalty sits at 93% of 
surveyed consumers.” Consumer loyalty to the 
brand and continued innovation are key drivers 
in why we believe that using past revenues to 
forecast the future is the best approach for 
Apple.  
 
Below are the growth percentages used for 
business segment revenue growth and product 
segment revenue growth. Graph 1 shows 
growth for the business segment, and graph 2 
shows revenue growth for each product.  
 

 
 

 
 
Catalysts for Continued Growth and Change  
  
Launch of Artificial Intelligence (AI) software 
in the technology industry. Generative AI 
models, AI search engines, and AI software will 
help improve processes, and AI software has a 
vast range of applications regarding the 
technology industry. Apple plans to integrate AI 
software into their iPhone, iPad, and Mac 
products. Apple plans for AI to be a part of all 
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new product launches with features, “to 
understand and create language and images, 
take action across apps, and draw from 
personal context to simplify and accelerate 
everyday tasks” (Apple). Apple is planning to 
make AI an integrated part of all its future 
products and will expand the AI services as 
more users of Apple products get access to the 
services. The AI market is one of the largest 
growing industries in the technology sector and 
with Apple being at the forefront of the AI 
services Apple has potential for major growth.  
 
The graph below shows the potential market 
growth for AI services and technology 
worldwide and show the potential growth 
available to companies in the AI sector.  

 
 
Consumer Loyalty  
Apple is the largest company in the world in 
terms of market capitalization, currently sitting 
at a market cap of 3.446T today and with that, 
it is one of the most well-known companies in 
the world. Consumer loyalty is essential in the 
consumer technology industry as there are 
many competitors with comparable products. 
The way Apple differentiates themselves from 
their competitors is their ecosystem of 
integrated products and services. The 
seamless integration of all Apple products 
from MacBooks to iPhones, AirPods, and the 
services including FaceTime and Airdrop 
connect all Apple products and keep 
consumers purchasing Apple products. The 
ability to retain consumers in the highly 
competitive market helps Apple continue to 
dominate the consumer technology sector and 
hold on to their current market share. The 
continued innovation of their products and 

services alike keeps consumers engaged along 
with their integrated products.  
 
The graph below from Statista shows the 
consumer loyalty index for the major 
technology companies. Apple is third on the 
chart and the only company in the top 5 that’s 
main product is a cell phone.  

 
 
Wearables and Services  
As in the historical revenue graphs specifically 
the product revenue distribution graph Apple 
has seen the most revenue growth in their 
wearables and services segment. Specifically, 
the largest growing segment for Apple and we 
predict to continue to grow at the fastest rate is 
the services offered by apple. As Apple 
integrates AI into their products and continues 
to invest in their services such as Apple TV, 
Cloud services, and payment services we 
believe Apple will generate more revenue from 
this segment of their business. When looking 
at the Services segment we have seen year 
over year growth averaging 16% we predict that 
rate will continue as Apple continues to 
innovate and offer new services offerings.  
 
This graph shows the historical average growth 
for the wearables and services revenue 
segments compared to Apple’s other business 
segments and shows those segments have 
been the largest growing segments each year.  
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Threats to Growth  
 
Market uncertainty  
The United States being in an election year and 
with federal rates cuts there is uncertainty in 
the direction of the market. The market reacted 
strongly after the election and the second rate 
cut with the S&P 500 jumping 3.29% from 
November 5th to November 8th. The fed cut 
rates by .25 bases points at the same time, 
which could have also led to an increase in the 
S&P 500. We can see from Apple in the weeks 
following the election there has been no effect 
on their share price as it has changed 6$ from 
the 5th to today. The imposed tariffs by new 
President Donald Trump as explained by the 
tax foundation could lead to a global trade war 
and decrease GDP 0.8% well increasing 
spending on imports for American companies. 
Apple’s direct spending goes mostly to 
manufacturing, materials, and assembly from 
over two hundred different suppliers 
worldwide with 85% of these supplies located 
in Asia where proposed traffic will be the 
highest. China could be a 60% import tariff 
leading to much higher spending to import any 
good from Asia and specifically China. Apple 
and other major tech companies are resilient 
to market uncertainty as seen with the largest 
companies in the world that are driving most 
market growth being the major technologies 
companies. However, increased import cost 
for all of Apple’s products sold in the United 
States could lead to drop Apple’s gross margin 
as American is the largest revenue generating 
segment for Apple.  
 
Cost and Expense Analysis  
 

Cost Drivers 
Apple’s major cost and expense categories are 
cost of sales, research and development, and 
selling general and administrative. R&D 
expenses are on average 6.7% of revenue, 
SG&A expenses are on average 6.54% of 
revenue, and the cost of sales on average is 
60.02% of revenue. Below is a graph showing 
the breakdown of their major expenses as cost 
percentage of sales in 2023. Their cost of sales 
being the largest expense each year and their 
research and development being their second 
largest expense. Apple is continuously driving 
innovation and creation of new products and 
services and that is show with their largest 
non-sales related expense being R&D. SG&A is 
Apple’s third largest expenditure as Apple has 
to pay for employees, offices and all other 
expenses that go along with running the 
business.  

 
 
 
Historical 
As seen in the graph above, Apple spends 
much of its money on cost of sales or cost of 
goods sold (COGS) with SG&A and R&D 
following behind. Apple does not have much 
debt and has a lot of money in securities so 
most of their spending comes from revenue 
and Apple easily covers all their spending each 
year from revenue alone. The most spent on 
SG&A and R&D as a percentage of revenue 
from 2014-2024 is 7.8% on R&D and 7.25% on 
SG&A. Cost of sales has been consistent 
ranging from at lowest 56.69% and at highest 
62.18%. This led to our assumptions for 
forecasting the cost.  
 
Forecast 
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To forecast Apple’s cost, we forecasted SG&A, 
R&D and Cost of sales as a percentage of 
revenue as the ranges for these expenses 
where close year to year which led us to find a 
historical average and use the for our future 
forecast. SG&A was highest at 7.01% and 
lowest 6.01%, R&D was lowest at 3.30% and 
highest 7.80% these were outliers and 7 out of 
the 10 years were in the 6% range.  Cost of 
sales ranged from 56.69% at the lowest and 
62.18% at the highest.  
 
Debt Maturity  
Apple uses minimal debt to finance their 
company. They hold on to a lot of cash and 
marketable securities and believe if anything 
happens to them their cash and securities can 
cover any expense they have for at least one 
year. The term debt Apple does have totals 
$97,341 billion and is spread out from 2025-
2029, with some left over after that period. 
Apple also has $38.5 billion in interest payable 
on the notes, and another $2.6 billion due in 12 
months on a different payable.  
 

 
Above is the amount due per period for Apple’s 
term debt. As explained above Apple uses 
minimal debt to finance their activities and 
small portions of debt due each year. Apple 
plans to continue to do this into the future and 
will continue to be a company with minimal 
debt.  
 
Debt Rating  
According to S&P Global Ratings Apple holds 
an AA+ bond rating. Apple, as examined above, 
carries a lot of cash, and has a lot of cash 
equivalents. In 2023 Apple had $29.9 Billion in 
cash on their balance sheet, and $132.1 billion 
in marketable securities on there too. Apple 
can cover any debt they undertake and from 
that have a high debt rating. Looking at Apple’s 
financial metrics you can also see their debt to 

assets being 48% meaning their total debt is 
covered over two times by their assets. To get 
our debt rating for forecasting or expenses and 
debt based on Apple have an AA+ rating we 
used the 30-year treasury yield for our pre-tax 
cost of debt to forecast Apple’s debt.  
 
Capex Assumptions  
To forecast Apple’s CapEx, we did not single 
out any items to create a CapEx portion on any 
of the statements. Instead, we forecasted 
property plant and equipment by taking gross 
PP&E, removing depreciation, and multiplying 
by 1.03% to add a buffer for inflation. We were 
given gross and net PP&E which allowed us to 
forecast CapEx as we did.  
 
 
Payout Policy and Share Repurchase  
Apple’s capital return policy involves share 
repurchases along with a quarterly cash 
dividend. As of 2023, Apple paid $0.25 per 
share quarterly dividend with plans to increase 
the dividend on an annual basis. Apple also 
announced a plan to repurchase $110 billion in 
shares over an undisclosed timeline. In 2024 
alone Apple repurchased $15.2 billion in 
shares. We used these metrics when 
forecasting Apple’s dividend payment growth 
and forecasting shares outstanding and yearly 
share repurchases. We had to first find Apple’s 
dividend yield in order to forecast in order to 
understand the average dividend return per 
share an investor received from Apple stock. 
Then we created a dividend growth assumption 
by comparing passed dividend payment 
increases over a yearly basis. We found that 
each year dividends paid increased on average 
$.05 per share each year from that we 
forecasted our dividends per year increase 
along with the dividend yield. To account for 
the share, the repurchase program we first 
found the historical average share repurchase 
in dollars for Apple and from that we removed 
it yearly from the share outstanding to 
removed repurchased share from the market.  
 
Industry Analysis 
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Outlook: positive  
 
Industry Description 
 
How do firms make money in this industry?  

• Cloud Services 
• Streaming services 
• Advertising (social media, search 

engines) 
• Products  

o smartphones, semiconductors, 
tablets, wearables, laptops, 
gamming consoles, computers 

• Operating systems 
• Data Collection  
• App store revenue  

 
How do firm Differentiate themselves?  
Firms differentiate themselves in this industry 
through product offerings, related services 
offerings, and product features. 
 
Product offerings Apple sells smartphones, 
tablets, computers, wearables, and services to 
go along with their products. Their competitors 
sell a wide variety of other products, for 
example Microsoft selling mainly computers, 
hardware and game consoles. For a company 
to differentiate themselves from the others in 
the industry their products need to stand out 
compared to the others. Apple does this with 
their seamless integration of devices and their 
services that go along with the products.   
 
Services Offerings All technology companies 
offer different services to go along with their 
products. Microsoft has Xbox live, game pass, 
and many other features just for their gaming 
consoles. Apple has iTunes, FaceTime, Apple 
Pay, Apple TV, and the ability to easily connect 
all your devices. To differentiate your services 
from others in the industry companies most 
constantly innovate well keeping their services 
easy to use.  
 
Product Features 
Technology companies are constantly 
innovating and striving to create the next 

breakthrough in consumer technology. The 
newly expanded market of AI, quantum 
computing and many other fields continue to 
push innovation and push industry to create 
new and exciting features for users.  
 
The technology industry is constantly 
innovating and changing industry with new 
products, features and services coming out 
yearly. The new push for AI to be integrated into 
all devices and the attempted creation of 
quantum computing will continue to push 
innovation in the industry. We live in a 
consumption-focused economy and for a 
technological company to stay atop the 
market, they need to innovate and keep 
consumers engaged with new and innovative 
products and services.  
 
Industry Trends 
 
Artificial Intelligence is a new and growing 
part of the technology industry with 
advancements happening daily. Innovation 
and new developments are happening daily in 
the AI space as the models learn more and 
grow. AI has become an essential part of the 
technology industry and for any technology 
company to hold their market share they must 
integrate AI into their services. Since the 
release of open AI companies across the 
technology industry have tried to catch up by 
releasing their own AI’s including googles AI, 
X’s AI, Meta’s AI, and many other companies 
have attempted to integrate Ai into their 
services. We have seen, along with the 
integration of AI into many services, the 
investments into semiconductor companies 
which are essential for AI systems to run. We 
have seen this in the past few years with the 
explosion of Nvidia which is now on pace to 
overtake Apple for the largest market cap in 
the world. Nvidia has grown 873% from 2023-
2024 and continues their upward growth path 
each month. The industry is trending towards 
AI and if the current technology companies 
plan to stay where they are currently, they have 
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to invest in AI and integrate it into their 
products and services.  
 
Key Players and Peers 
Apple faces pressure from many of its peers. 
No company will ever be totally safe in a 
competitive market, so it is important to 
understand corporations that pose a threat. 
Within the industry, major players include 
Microsoft (NASDAQ:MSFT), Nvidia 
(NASDAQ:NVDA), Taiwan Semiconductor Mfg. 
Co. (TPE:2330), and Broadcom Inc. 
(NASDAQ:AVGO) among others. As the 
industry grows larger, Apple will have to keep 
up with this growth.  

 
Shown above is a five-year historical graph of 
total revenue for Apple, Microsoft, Broadcom, 
Nvidia, and Alphabet. Apple continues to have 
levels of revenue that no other company can 
equal. A new player to watch in this industry, 
however, is Nvidia, who has come into the 
market and exploded over the past six months. 
This is a player to watch, along with the other 
established companies that have been trying 
to emulate Apple for some time now.  
 
Market Share  
The technologies industry is the fastest 
industry in the world and Is home to the largest 
companies in the world. Apple, NVIDA, 
Microsoft, Amazon, Google being the top 5 
largest companies make it clear the 
technologies industry is large and growing.  

 
The table above shows Apple boasts the 
largest market cap, with only Microsoft coming 
close. Nvidia has shown extraordinary growth 
this year, and may become more of a 
challenger to Apple’s dominance. Nvidia is 
growing at a rapid rate and is on pace to pass 
able within the year.  
 
 
 
 
 
Financial Metrics  
 
Major Players 

 
The table above shows a majority of key 
financial metrics across the major competitors 
for Apple. We believe the most important 
metrics are revenues, net income, operation 
margin, and market capitalization. We believe 
revenues are important because they paint a 
picture of how well known and established a 
company is. We believe net income is 
important because the more of that revenue a 
company can ‘take home,’ the more profitable 
it is. We also believe that operation margin is 
important because it shows how costly the 
day-to-day operations are for a company. 
Lastly, market capitalization is a key metric 
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because it shows the total size of a company, 
which plays into how well it is established. 
 
Operating Metrics  
 
We found key operating metrics important to 
each peer company from their 10-K reports. All 
changes are shown as a growth percentage 
from 2023-2024.  
Microsoft used these key metrics: 

• Search and news advertising revenue, 
3% 

• Windows commercial products and 
cloud service revenue, 14% 

• Xbox content and gaming revenue, 39% 
Nvidia used these key metrics: 

• Gaming revenue, 15% 
• Data Center revenue, 217% 
• Professional visualization revenue, 1% 

Apple used these key metrics: 
• Net sales across all devices, -3% 

Broadcom used these key metrics: 
• Semiconductor solutions revenue, 9% 
• Infrastructure software, 3% 

Oracle used these key metrics: 
• Cloud services revenue, 8% 
• Hardware revenue, -6% 
• Services revenue, -3% 

We examined the company’s 10-k’s to find 
their given operating metrics. The metrics 
reported do not correlate for every company 
but can be compared when examining them. 
We can look at specific metrics across all the 
companies and compare those, one of those 
metrics being gaming revenue and another 
being services revenue. These companies are 
product and services companies that sell 
products and services that relate to these 
products. Microsoft say an increase of 39% in 
gaming revenue, Nvidia a 15% increase on 
gaming revenue, Apple say a services revenue 
increase of 16%, and Oracle say a 11% 
increase in services revenue. Gaming and 
services go together as the services offered for 
the products are the continued revenue stream 
for the companies. The companies may have 
different business models but the main growth  

driver in this age of technologies is services 
provided, and we can see that services is the 
largest growing segment for almost all of 
Apple’s competitors including themselves.   
 
Industry outlook  
The more services offered by a company to go 
along with their product offerings the better off 
companies in the consumer electronics 
industry will be. The integration of AI into those 
services will be a driver of more innovation and 
continued further revenue growth in the 
industry. We believe the way these companies 
will stay atop the market is to continue to 
innovate and also integrate AI into their 
services. The industry will continue to grow as 
we are a consumption-based world that drive 
for new and better technology.  
 
Economic Outlook 
Economic outlook: Positive  
 
Our economic outlook features numerous 
metrics that point to the steady growth of 
Apple and the consumer technologies 
industry. We used metrics like the Consumer 
Confidence Index, the 10-year Treasury yield, 
Apple’s foreign currency risk, and the 
forecasted growth of the technology industry. 
Using these metrics, we can understand why 
Apple is poised for continued growth. 
 
Consumer Confidence Index 
 
The consumer confidence index measures the 
level of confidence that consumers have in the 
performance of the economy. This index is 
based upon a benchmark value of 100. A value 
above 100 signals a boost in the confidence of 
consumers towards the future economic 
situation, and values below 100 signal the 
opposite (OECD link). 
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As of the last few years in the graph, there 
looks to be an upward trend in consumer 
confidence with levels eclipsing 100. Higher 
index levels point to increased spending on 
discretionary items like electronics and other 
gadgets, providing a sturdy foundation for 
increases in revenues for Apple. With greater 
forecasted spending on discretionary items, 
Apple is sure to directly benefit from these 
lower rates as consumers are more willing to 
spend money. 
 
10-year Treasury Yield (Interest Rates) 
 
The 10-year Treasury yield is a key metric in 
understanding how an industry may be 
affected in the future. In general, lower 10-year 
Treasury yields decrease the cost of borrowing, 
allowing businesses to borrow more capital for 
investment into their growth strategy and worry 
less about more of their profits being used to 
pay these higher rates of interest. When the 
cost of capital decreases, companies like 
Apple can realize more returns because the 
cost of their sales are likely to decrease, given 
that revenues are the same. Analysts from 
Morgan Stanley believe the 10-year Treasury 
yield will drop to 3.75% mid-year 2025, and 
then to 3.5% by the end of 2025. 

 

As shown by the chart above, the 10-year 
Treasury Yield is high compared to what 
analysts believe the yield will fall next year. If 
prices are the way that they are right now, then 
prices will rise as the yield goes down next 
year, holding everything else constant. Lower 
rates for borrowing will encourage borrowing, 
and higher levels of borrowing allow 
companies to allocate more capital to 
operations that increase revenues. 
 
Real Gross Domestic Product (GDP) 
 
The Real Gross Domestic Product (GDP) is the 
inflation adjusted value of the goods and 
services produced by labor and property 
located in the United States, per the Federal 
Reserve Bank of St. Louis. The graph we built 
shows percentages on the y-axis and the year 
on the x-axis. The real GDP of a country is a 
good indicator of the rate at which the 
economy is growing, so it is important to 
understand how rates of growth in the overall 
economy affect Apple. 

 
Shown by the graph above, Apple’s net income 
grows at a faster rate than the real GDP from 
2014 to 2023. The blue line shows the 
percentage change in Apple’s net income from 
one year to the next, plus the change from the 
previous period to show overall growth from 
the beginning of the graph to the end. The 
green line shows the same for real GDP 
growth. Overall, this shows that Apple likely 
has a positive relationship with the entire 
economy but most importantly shows that 
Apple has had stronger growth that outpaces 
the overall economy. This demonstrates 
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Apple’s ability to prosper in times of an 
uncertain market, showing robust growth after 
the pandemic. 
 
Foreign Currency Risk  
 
Protecting yourself from foreign exchange 
rates is important for companies that do a 
significant amount of overseas business, like 
Apple. Different mixes of financial instruments 
are used primarily to create a forward contract 
with an investment dealer to sell off the 
currency at a future date, at today’s foreign 
exchange rate. According to an article by 
HighRadius, Apple can effectively mitigate 96% 
of its foreign exchange risk. Apple generated 
around 63.8% of its net sales revenue from 
outside the United States. 

 
63.8% of Apple’s net sales revenue is 
susceptible to fluctuations in foreign exchange 
rates. Apple uses Foreign Exchange Contracts 
(FECs) to create agreements that lock their 
exchange rates to mitigate these risks. 
 
Technology industry growth prediction  
 
Our prediction for the technology industry is 
that it will continue to grow. Our prediction is 
based on factors including a decrease in total 
hardware sales but a larger increase in growing 
service revenue. When comparing this to the 
global development of the entertainment and 
media industry, PwC forecasts a 3.9% CAGR 
through 2028. As E&M is a type of service, tying 
it in with Apple’s growing focus on services, we 
can predict that Apple will grow at a similar 

pace. With positive growth forecasted for the 
considerable future, and Apple’s growing focus 
on services, Apple will be sure to capitalize on 
this growth. 
 
How is Apple Affected? 
 
These ideas that we touched on allow us to 
find a pathway for Apple’s safety as an 
investment. With hedging 96% of its foreign 
currency risk hedged, this demonstrates that 
Apple is more than proactive regarding its 
financial health. The projected rise in the 
Consumer Confidence Index and the projected 
lowering of the 10-year Treasury yield signals a 
positive environment for Apple, since 
consumers are willing to spend more on 
discretionary items, like electronics, and lower 
rates mean that borrowing is less costly for 
Apple and for the consumer in terms of 
financing. These together show that 
consumers will be more willing to spend, and 
more willing to finance larger purchases like 
laptops or phones. 
 
Valuation Analysis  
 
Cost of Equity  
We used the Capital Asset Pricing Model 
(CAPM) to predict Apple’s cost of equity, which 
we found to be 10.05%. To calculate cost of 
equity we had to find all the variables needed 
to calculate CAPM: 

- Risk-Free Rate (Rf) = 4.25% 
o We used the 10-year US treasury 

yield  
- Beta = 1.10 

o Historical Raw Average from 
Bloomberg  

- Equity risk premium = 5.26% 
o 1928-2023 geometric average of 

expected return less the risk-free 
rate.  

 
Cost of debt  
To calculate the pretax cost of debt we used 
Bloomberg terminal, and it gave us the pretax 
cost of debt to be 4.98 for Apple. It does this by 
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showing you the yield to maturity for Apple 
bonds and we used the latest maturing bond 
we could find. For after tax cost of debt we 
used the pre-tax cost of debt * (1+ the marginal 
tax rate).  
 
WACC 
To calculate Weighted Average Cost of Capital 
(WACC), we first had to calculate the cost of 
debt and cost of equity as explained above. 
Then we had to find the Market value for equity 
and debt. To calculate MV of equity we had to 
take shares outstanding times the current 
stock price which was 15744 times $222.01 
which equaled 3,495,325.44 or 97.08%. To 
calculate MV of debt we had to add up all 
outstanding debt which was short term debt of 
9822, and long-term debt of 95281 to equal 
105,103.00 or 2.92%. Then we computed 
WACC which equaled 9.87%.  
 
Valuation Models  
 
Key inputs for DCF and EP 
The key inputs needed to compute the DCF 
and EP models were CV growth NOPLAT 4.25% 
or the 10-year treasury. The CV ROIC equaled 
122.26%. WACC which was 9.87, and cost of 
equity 10.05% 
 
DCF 
To calculate or DCF and later our intrinsic 
value we first had to find the FCF for each year 
for Apple so we could discount them back. To 
do that we first had to calculate NOPLAT and 
Invest capital for 2014-2033. Ones we had 
calculated we found a change in invest capital 
and added that to NOPLAT to give us free cash 
flow. We then discounted the FCF back from 
2033 to 2023, for year 2033 we calculated to 
CV and discounted that to account for the 
years after our forecast model ended. Then we 
summed up the discounted cash flows, and 
added back non-operating adjustments 
including excess cash, marketable securities, 
and other non-current assets. Then we divided 
by the outstanding shares and got an intrinsic 

value of 191.92 FYE and Implied price as of 
today of 210.39.  
 
EP 
To calculate the Economic profit model, we 
first had to find the economic profit for the 
forecasted years. We found this by calculating 
the ROIC from NOPLAT and Beginning IC. Then 
we took Beginning IC times ROIC minus WACC 
to get Economic Profit. After we calculated 
Economic profit, we then discounted the EP 
back to present day and summed the present 
value of each year’s EP. Then we added back 
last the forecasted years invest capital to 
economic profit, as well as excess cash, 
marketable securities and subtracted value of 
debt. Then summed all of the accounts 
together and divided by shares outstanding to 
get the same values as we did for the DCF 
model of intrinsic value of last FYE of $191.92 
and Implied price today of $210.39.  
 
 
DDM 
In our Dividend Discount Model, we used our 
forecasted dividends (multiplying the previous-
year dividend by one minus the dividend yield 
of 0.42%) and then discounted them by the 
cost of equity. We added them to our 
continuing value and then produced a price as 
of the last fiscal year end, and an implied price 
as of today. Our price as of the last fiscal year 
end was $107.65, and our implied price as of 
today was $118.01. We ran into some trouble 
as both of these prices seem low compared to 
what we gathered from our DCF_EP sheet. 
Both of our formulas are correct, leading us to 
believe that one of our values is off and it looks 
to be our CV year return on equity. 
 
Relative Valuation  
We decided to compare the largest technology 
companies to calculate the industry P/E ratios 
and compare them to Apple’s ratios. We see 
that Apple is like many of these companies and 
when valuating them we find to be lower in 
forward P/E for 2025 and similar for the other 
variables.  
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Sensitivity Tables  
 
CV EPS growth% to Cost of Equity  
The two largest factors when creating our 
Discounted Dividend model leading to the 
implied stock price were the two compared in 
this sensitivity table. CV of Eps growth is 
critical to the CV calculation which makes up a 
major portion of the value of the stock. Cost of 
equity is the discount factor for the model and 
without it we would not have gotten to the 
intrinsic value of the stock. We can see how 
minor changes to these values can change the 
stock price in major ways and without proper 
calculations of these metrics could have 
completely  changed or model.  

 
 
Beta to Equity Risk Premium  
Beta was used in calculation of our WACC 
which is used in the DCF model and the EP 
model. Beta affects the price of the stock, so 
we chose to analyze it compared to the 
variable in the WACC calculations with which it 
is multiplied. When comparing the two 
variables we see that changes to Ethier 
variable can greatly impact the value of the 
stock in the final calculations.  

 
 
Risk Free Rate to Equity Risk Premium  
The other two variables needed to calculate 
WACC and later calculate our intrinsic value 
are the Risk-free rate and the Equity risk 

Premium. We see that an increase in risk free 
or equity risk premium can change the ending 
price greatly and lead us to realize the 
importance of proper calculations for these 
variables.  

 
 
CV NOPLAT Growth to WACC 
The CV NOPLAT Growth and WACC were both 
used in the calculations of the intrinsic value in 
the DCF model and the EP model. We chose to 
compare them to see what slight changes in 
each variable would do to the model. We see 
that slight changes in Ethier variables can 
impact the final value of the model and that 
the proper combination of these variables lead 
to the calculation of our intrinsic values.  

 
 
 
Risk Free Rate to CV NOPLAT Growth  
When comparing the Risk-free rate to the CV 
NOPLAT growth we did this to see what 
changes in either variable would do to the 
value of WACC and later to the intrinsic value 
of stock. Both are critical in computing the 
final values of the stock price and changes in 
either viable lead to changes in the price of the 
stock.  

 
 
Cost of Equity to Pre-tax Cost of Debt  
 These are the single most important variables 
in the calculation of WACC which directly 
affects our intrinsic value of stocks. We 
choose to compare these variables to see what 
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changes in either variable does to the future 
value of the stock.  
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Important Disclaimer 
 
This report was created by students enrolled in 
the Security Analysis (6F:112) class at the 
University of Iowa. The report was originally 
created to offer an internal investment 
recommendation for the University of Iowa 
Krause Fund and its advisory board. The report 
also provides potential employers and other 
interested parties an example of the students’ 
skills, knowledge and abilities.  Members of the 
Krause Fund are not registered investment 
advisors, brokers or officially licensed financial 
professionals. The investment advice contained 
in this report does not represent an offer or 
solicitation to buy or sell any of the securities 
mentioned. Unless otherwise noted, facts and 
figures included in this report are from publicly 
available sources. This report is not a complete 
compilation of data, and its accuracy is not 
guaranteed. From time to time, the University of 
Iowa, its faculty, staff, students, or the Krause 
Fund may hold a financial interest in the  
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