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Introduction 
This report looks at Apple Inc.'s 2-year financial results using Apple's 2 years of financial statements (FY2025 and FY2024). Apple makes a good candidate for this analysis, given the completeness and comparability of their financial statements (income statement, statement of financial position, and statement of cash flows). The analysis converts raw financial data into ratio analysis to demonstrate Apple’s performance in profitability, liquidity, efficiency, and financial risk (e.g., relative to other entities), thereby providing information on the performance of the organisation over time using ratios and assisting in understanding/deciding how to use that information to make informed business decisions. Financial statement analysis helps assess a company’s performance and provides useful information for business decisions. Ratio analysis is useful for understanding the financial position of Apple. Ratio analysis was done specifically on Apple as the basis for her investment decision. Financial statement data (FY2025 and FY2024) can be found in the financial data section of this report.
Financial Data Utilised
1. FY2025 Financial Data
· Net Sales: $416,161 million
· Gross Margin: $195,201 million
· Operating Income: $133,050 million
· Net Income: $112,010 million
· Current Assets: $147,957 million
· Inventories: $5,718 million
· Current Liabilities: $165,631 million
· Total Assets: $359,241 million
· Total Liabilities: $285,508 million
· Shareholders' Equity: $73,733 million
· Operating Cash Flow: $111,482 million
2. FY2024 Financial Data
· Net Sales: $391,035 million
· Gross Margin: $180,683 million
· Operating Income: $123,216 million
· Net Income: $93,736 million
· Current Assets: $152,987 million
· Inventories: $7,286 million
· Current Liabilities: $176,392 million
· Total Assets: $364,980 million
· Total Liabilities: $308,030 million
· Shareholders' Equity: $56,950 million
· Operating Cash Flow: $118,254 million
Ratio Calculations
FY2025 GM% = $195,201/$416,161 x 100 = 46.9%
FY2024 GM% = $180,683/$391,035 x 11 = 46.2%
Prospect Ratio
FY2025: (416,161 × 13.84%) + (416,161 × 6.70%) = 57,780 + 27,891 = 85,671
85,671 / 73,733 = 1.16
FY2024: (391,035 × 13.84%) + (391,035 × 6.70%) = 54,221 + 26,081 = 80,302
80,302 / 56,950 = 1.
Operating Cash Flow Margin
Operating Cash Flow / Net Sales x 100
FY2025: 111,482 / 416,161 x 100 = 26.8%
FY2024: 118,254 / 391,035 x 100 = 30.2%
Ratio Analysis & Comparison of Profitability
Apple outperformed relative to profitability metrics during FY2025. Specifically, Gross Profit Margin increased from 46.2% to 46.9%, Operating Margin increased from 31.5% to 32.0%, and Net Profit Margin increased from 24.0% to 26.9%. Collectively, these margins indicate that Apple generated greater profit for each dollar of revenue. In terms of total revenues, Apple grew by approximately $25.1 billion from FY2024 to FY2025. There was also an increase of approximately $14.5 billion in gross margin, suggesting that Apple was able to tightly control the cost of production and continue to benefit from a high pricing strategy (selling products for more than they should be sold). In terms of services revenue, Apple grew its services revenue from $96.2 billion in FY2024 to $109.2 billion in FY2025, and service revenue tends to have greater margins than hardware. Prior research has established that diversification and strong profit margins are both key strengths of Apple's business model.
It is essential to take into consideration how to properly interpret Apple’s improvement in net profit from FY2024 to FY2025: Apple reported net profit in FY2024 that included $10.2 billion of a one-time tax charge incurred as a result of a European Union State Aid ruling; therefore the $93.74 billion of net income Apple reported for FY2024 would have been $103.98 billion but for this one-time adjustment. Therefore, it is true that Apple improved its net profit in FY2025; however, it is misleading to compare the percentage increase in net profit margin on a GAAP basis with the actual improvement in net profit margin without first adjusting for the one-time tax charge that occurred in FY2024.
Liquidity
Apple experienced a slight overall improvement in liquidity from FY2024 to FY2025. Current Ratio went from 0.87 to 0.89, and Quick Ratio went from 0.83 to 0.86; however, both ratios are still below 1.0, indicating that Apple has insufficient liquidity. Although many companies share this concern, Apple is unique in that it has strong cash flow and can access capital markets easily. According to Wu, Apple can overcome its issues related to its debt thanks to its size and its ability to earn.
Effectiveness
The company's number of times its assets were turned over in FY2025 improved from 1.07 times to 1.16 times. Therefore, Apple generated more revenue from using its assets. There was also a decrease in inventory from $7.3 billion to $5.7 billion; therefore, it appears as if Apple has better control over its inventory. These findings suggest that Apple was able to operate more effectively in FY2025 than in FY2024. In addition, DuPont's analysis of Apple's operating performance supports the notion that profit margins, the efficiency with which assets are used, and the capital structure together account for Apple's operating performance and not just one of these measures alone.


Gearing and Financial Risk
Apple's debt ratio improved from 82.3% to 81.2%, and its debt-to-equity ratio improved from 4.41 to 3.22. The total value of the company's liabilities went down while the total value of its equity went up, which resulted in Apple having less financial risk. This is a positive indicator because although Apple still carries a significant amount of leverage, it is not as leveraged as it was in FY2024. Wu points out that because Apple heavily relies on debt and share repurchases for funding, there is an increased risk for shareholders. However, the decrease in the amount of leverage provides some promise to shareholders.
Reasons for Performance Change
Apple's better performance in FY2025 was primarily the result of higher sales from its Service division, iPhone sales and Mac sales. Services are a significant component of Apple's business model due to their ability to produce recurring revenues and higher profit margins. Apple’s premium prices and branding strength depend on the quality of its products. Apple’s ability to retain customers is due primarily to its quality management system and its ability to integrate with an ecosystem, but it will require continued innovation to maintain its competitive edge.
Conversely, Apple had weak performance in several areas during the current fiscal year. The decline in sales in the Greater China region, for example, was evident in the $2.57 billion drop in revenue from $66.95 billion to $64.38 billion, attributed to weakening demand. Additionally, operating cash flow also fell from $118.25 billion to $111.48 billion, indicating, in the context of record-high rates of revenue growth, that Apple generated cash in operations slower than revenue; thus, the accelerated rates of revenue growth pose risks to Apple because revenue generation does not equate to cash generated.
Future Improvements and Sustainability Recommendations for Apple
Going forward, Apple must increase their expansion efforts in the services segment, as the addition of revenues from the services segment increases margin quality, plus the addition of stable, recurring revenues. In addition to expanding its services segment, Apple must also continue to work on their business operations within China, focusing on product localisation, building ecosystem partnerships, and improving its competitive position. Additionally, due to the decline of operating cash flows for FY2025, Apple should closely manage their accounts receivable and other working capital accounts to increase the rate of cash conversion. Finally, Apple must increase their investments in sustainability and engage with its stakeholders; according to Lu et al., by focusing on engaging in environmental and social governance (ESG), the result will be an increase in eco-efficiency and profit efficiency. According to Nikmah and Fajarini (2020), superior financial performance and visibility of corporate social responsibility (CSR) disclosures will deliver increased profits; the conclusions from the above studies indicate the long-term benefits of sustainability through both ethical and financial outcomes.
Conclusion
To summarise, through ratio analysis, Apple had a strong FY2025 performance over FY2024. Overall, Apple’s profitability grew, its efficiency grew, and the condition of its liquidity improved only slightly. The primary focus of the increases was on margin expansion, how efficiently Apple utilised their assets, how much leverage Apple had, and the continued growth of their Service revenues. The weaknesses identified by the ratio analyses include low liquidity ratios, continued decreasing margins for operating cash flows, and reduced sales in operations within the Greater China region. With the use of ratio analyses, comparisons were made with Apple’s FY2025 financial statements to develop key indicators to evaluate Apple’s performance, as well as risks. It is concluded that Apple is a very highly profitable and highly efficient business, and that if Apple is to be successful in the future, they need to continue to innovate for sustainability, improve the quality of its cash flows, reduce market concentration risk, and continue to have parity between growth and long-term sustainability.
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