








Financial Ratio Analysis of Apple Inc. (2024–2025)


Introduction
Apple Inc. is an appropriate company for financial analysis because it has released consistent financial statements when viewed against each other for over two years. This document will compare Apple’s financial performance for 2024 and 2025 based on profitability, liquidity, efficiency and leverage ratios. Additionally, it will examine the reasons for any changes in financial performance through academic literature and Apple’s publicly available financial statements. Apple’s 2025 net sales rose from $391,035 million to $416,161 million, and its net income increased from $93,736 million to $112,010 million in 2025, while its shareholders’ equity rose from $56,950 million to $73,733 million. Thus, there was a definite improvement in Apple’s performance for 2025; however, this improvement was affected by both tax and other non-recurrent effects in 2024, along with improved service revenue and cost control. 
To determine how Apple fared in terms of profitability, liquidity, and efficiency, the profitability ratios were calculated as follows: 
Profitability Ratios
Gross Profit Margin
2025 = $195,201 / $416,161 × 100 = 46.9%
2024 = $180,683 / $391,035 × 100 = 46.2%
Operating Profit Margin
2025 = $133,050 / $416,161 × 100 = 32.0%
2024 = $123,216 / $391,035 × 100 = 31.5%

Net Profit Margin
2025 = $112,010 / $416,161 × 100 = 26.9%
2024 = $93,736 / $391,035 × 100 = 24.0%
These results indicate that Apple has improved profitability. For every $100 dollar in revenue earned in 2025, Apple kept $46.90 in gross profit compared to $46.20 for each $100 dollar in revenue earned in 2024. The business also made significant improvements to its net margin, which means it took a higher portion of sales and turned them into final profit.
Liquidity Ratios
Current Ratio
For the year 2025: Current Ratio = 147,957 / 165,631 = 0.89
For the year 2024: Current Ratio = 152,987 / 176,392 = 0.87
Quick Ratio
For the year 2025: Quick Ratio = (35,934 + 18,763 + 39,777 + 33,180) / 165,631
Quick Ratio = 127,654 / 165,631 = 0.77
For the year 2024: Quick Ratio = (29,943 + 35,228 + 33,410 + 32,833) / 176,392
Quick Ratio = 131,414 / 176,392 = 0.75
While Apple’s liquidity improved slightly, they still have both ratios below 1. This indicates that Apple does not maintain a large cushion of short-term assets and instead relies heavily on the generation of strong, repeatable cash flows.


Efficiency Ratios
Asset Turnover
For 2025: Asset Turnover 1st time = 416,161 / 359,241 = 1.16 times
For 2024: Asset Turnover 1st time = 391,035 / 364,980 = 1.07 times
Return on Assets (ROA)
For 2025: ROA = 112,010 / 359,241 x 100 = 31.2%
For 2024: ROA = 93,736 / 364,980 x 100 = 25.7%
These results confirm that Apple operated in 2025 more effectively than in 2024, producing more revenue, 
Ratios of Gearing and Return to Shareholders
Debt to equity ratio
2025 = 285,508/73,733 = 3.87
2024 = 308,030/56,950 = 5.41
Return on Equity (ROE)
2025 = 112,010/73,733 x 100 = 151.9%
2024 = 93,736/56,950 x 100 = 164.6%
The debt-to-equity ratio for Apple improved greatly, indicating there was less risk in Apple’s financial position at the end of the 2025 financial year compared to 2024. However, ROE also decreased a little due to the significant increase in the level of equity, although net profit increased at the same time.

Comparison of Results
From our analysis, Apple clearly performed better in the 2025 financial year compared to the 2024 financial year in almost all areas of operations. Profitability improved across all types of margins; asset turnover improved, and debt/equity ratios decreased for both periods. The increase in Apple’s total revenue was a result of both products and services. Specifically, Services revenue increased from $96,169 million to $109,158 million, and iPhone revenue increased from $201,183 million to $209,586 million. Services revenue is especially important due to its higher average margin compared to hardware and stable recurring revenue streams.
Research supports this trend. According to Li (2022), Apple’s strong internal control processes and capacity for innovation have helped it stay on top of its industry, and Li and Sun (2023) state that Apple’s business model benefits from its strong ecosystem and brand loyalty. Bai (2022) states that Apple’s macro position and market strength continue to instil investor confidence. These points help explain why Apple has been able to generate revenue growth while maintaining very high margins (Bai, 2022; Li, 2022). One of the primary contributors to the growth of Apple's profits in 2025, when compared to 2024, is due to an adjusted tax liability that Apple had to incur. Apple recorded in their financial accounts for the year 2024 a one-time adjustment of approximately $10.2 billion in net income tax, which related to the reversal of a state aid decision issued by the European General Court. The impact of recording this significant tax liability for 2024 would therefore have depressed the figure for the year 2024, thus making the comparative increase in 2025 appear greater.
Another decline can be observed in other key areas of Apple's performance. Even though Apple's accounting profits have increased, you will find that the cash generated from operating activities has decreased from approximately $118,254 million in 2024 to $111,482 million in 2025. One possible reason for this decrease in cash generation from operating activities has been attributed to lower levels of cash conversion, through movements in working capital and higher cash taxes. Further, even with the improvement in gearing, Apple still has relatively low liquidity ratios when comparing them to their industry peers, along with their high levels of gearing.
Reasons for Improved or Declined Performance
Apple has experienced improvements on four primary fronts. Apple continues to maintain the premium positioning of its brand and its intangible assets, as these intangibles contribute considerably to Apple's competitive advantage by increasing the company's ability to sustain pricing power and customer loyalty, according to the research done by Danko, Raza and Sharma (2019) on the subject. Secondly, Apple's ecosystem strategy continues to create and lock customers into hardware, software and services, thereby driving repeated purchases and generating continued revenues for Apple (Doan and Nguyen, 2022; Tian, Wang and Wang, 2022). Third, Apple remains able to execute highly successful marketing; Li (2023), Cai and Chen (2024) and Lu (2019) have found that Apple’s marketing strategy, brand equity and limited availability of products support customer demand for their products. Additionally, since services tend to have a higher profit margin than hardware, Apple’s growing services business is expected to have a positive impact on margin quality.
At the same time, Wu (2025) points out that the company continues to face the risk of debt due to the issuance of bonds and stock buybacks, and sales in China are under pressure from local competition. In 2025, Apple’s sales in Greater China decreased from $66,952 million in 2024 to $64,377 million, indicating weakness in the region. Wu (2025) also indicates that Apple’s financial situation was affected by continued dependence on its key products and high market concentration, creating potential exposure to a demand drop/risk in the future.
Future Development and Financial Performance Sustainability Recommendations
Apple has four financial improvement recommendations: 
· Expand service offerings (subscriptions, digital content and cloud-based services) with a higher-than-average margin to increase the level of ongoing cash flow generated by Apple and reduce its dependence on hardware to generate profits. 
· The management of shareholder distributions should be done more cautiously. While large amounts of stock buybacks can increase earnings per share, they can also increase leverage ratios; therefore, a more balanced approach to shareholder distributions will help reinforce liquidity and decrease financial risk for Apple. 
· Reduce dependency on challenging market segments like China through the increase of geographical diversity. 
· Apple should continue to invest in environmental sustainability and improve its financial performance through efficient cost control.
 Fauzi (2022) found that improvement in environmental performance allows for improved firm value through improved financial results. Additionally, Mishra and Celestin (2025) have shown that the strategic use of cost accounting methods can improve the long-term value of large corporations. Therefore, both an increase in investments for environmental sustainability and increased cost discipline will improve Apple’s reputation and long-term profitability.
Conclusion
In summary, ratio analysis was a very useful tool in assessing Apple's financial performance, as it takes raw numbers from the financial statements of the company and provides explicit indicators of profitability, liquidity, efficiency of asset use, and risk level. The analysis provided evidence that Apple was stronger in 2025 than in 2024, as they realised improved margins, more efficient asset use, and lower leverage ratios. The areas in which Apple improved the most were revenue generation, growth in services, stronger profit margins, and an improved debt-to-equity ratio. However, many weaknesses were identified through the analysis, including the modest liquidity level and limited operating cash flow. Furthermore, the significant increase in net income was partly due to the unusual tax charge in 2024, so not all the improvements can be attributed to operational improvements. In conclusion, ratio analysis provided a much more complete financial evaluation of the company by identifying the strengths of the company as well as the risks that may exist. Zhang (2025) agrees with this conclusion and states that financial statement analysis is a critical component in evaluating company operations and making decisions.
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