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Introduction 
A financial ratios analysis gives a comprehensive indication of how well a company performed financially and how effective and sustainable a business will remain (Gokhale & Adhikari, 2023). Ratios convert financial data into numbers that can be easily compared to other companies, enabling stakeholders to evaluate past trends and make informed decisions. This report will compare and assess the financial performance of Apple Inc. for the fiscal years of 2025 and 2024. It will do so by focusing on profitability ratios, liquidity ratios, efficiency ratios and gearing ratios. The ratios will be assessed using financial data and applicable academic literature. Reasons for the changes in the company's performance and recommendations will be provided that would enhance future financial performance and sustainability going forward.
Financial Ratios Analysis and Performance Comparison
Profitability
Apple's profitability ratios improved when comparing FY2024 to FY2025. Gross profit margins improved from 46.2% in FY2024 to 46.9% in FY2025; Operating profit margins improved from 31.5% in FY2024 to 32.0%; Net profit margins experienced a significant increase from 24.0% to 26.9%. Therefore, Apple's profitability has increased significantly through converting revenues into profits. A major contributor to the increased profits has been the growth of the services segment. Services, including Cloud Storage, App Store, and Advertising, have much higher profit margins compared to Hardware (Wang et al., 2023). As noted by Li (2022), Apple's movement towards the services aspect of its revenue model has strengthened its ability to generate profits and reduced the dependency on cyclical sales of products.
Return on assets (ROA) increased from 26.1% in FY2024 to 30.9% in FY2025, showing that Apple has improved the efficiency with which it utilises its assets to generate profits. Return on equity (ROE) increased from 157.4% to 171.4%, resulting in Apple providing shareholders with very good returns on their investments. Although Apple has a high ROE, it should not be seen as a good sign because Apple's share repurchase programme (where they buy back shares in the market) has reduced Apple's equity (the value of its assets minus the value of its liabilities), therefore inflating the ROE figure artificially (Simic and Jovickic, 2023).
It is also important to note that the profits generated by Apple during FY24 were impacted by a one-off tax charge. When looking at accounting adjustments to determine the profit of Apple, one should be cautious because distorted or inaccurate financial comparisons can be caused by changes in accounting practices (Carlon et al., 2025). Therefore, even though Apple's profitability has increased during FY25 compared with its prior year, the degree to which its improvement has occurred is greater (overstated) than what is reflected on Apple's financial statement.
Liquidity
Apple's liquidity ratio has remained approximately stable during the past year, but the liquidity position of Apple is slightly constrained:
Current Ratio: 0.87 --> 0.89
Quick Ratio: 0.83 --> 0.86
Apple has maintained a current ratio and quick ratio that are less than 1, which indicates that the company has more liabilities due in the next year than they have assets that can be converted into cash to pay those liabilities. Many companies that operate like Apple at a current ratio and quick ratio of below 1 would possibly be facing an increased liquidity risk. However, Apple generates very strong cash flows with consistency; therefore, Apple can successfully operate at lower levels of liquidity (Lee, Lee and Lee, 2022).
The overall decline in the operating cash flow margin of Apple of 30.2% down to 26.8% indicated that the company's ability to generate cash and convert sales into cash has been declining and, therefore, has decreased the company's cash efficiency. According to Seretidou et al. (2025), if someone only analyses a company's liquidity using traditional ratios (current ratio/quick ratio) without considering cash flow indicators, they can come to a conclusion that is incorrect or not complete. Apple has maintained a relatively stable liquidity ratio; however, they need to improve its cash flow management.
Efficiency
Efficiency measures how efficiently a company utilises its assets to generate sales. The increase in Apple’s asset turnover ratio from 1.09 to 1.15 reflects increased operational and resource efficiencies. An increased asset turnover ratio indicates that for every dollar that Apple generated in revenue, it has had to invest less in capital (assets). Apple’s commitment to innovation, product development, and a cohesive ecosystem has contributed significantly to its robust performance (Sharma, 2023). In technology, companies need to use their assets efficiently because rapid advancements and competition require them to maximise their productivity.
Gearing (Leverage)
The financial structure of Apple improved in FY2025:
· The debt-to-assets ratio decreased from 84.4% to 79.5%.
· The debt-to-equity ratio decreased from 5.41 to 3.87.
This shows lower financial risk and improvement in solvency. By lowering its leverage, Apple is not as dependent on debt financing; therefore, they have greater stability in its financial position.
Nonetheless, Apple has relatively high leverage compared to other companies. This can largely be attributed to their strategy of returning capital to its shareholders through dividends and share repurchases (Wu, 2025). While this strategy benefits shareholders, it diminishes the retained earnings and equity that could provide future flexibility (Gokhale & Adhikari, 2023).
Reasons for Performance Improvement
The following are the factors that have led to Apple's improved performance in FY2025.
1. Growth of Services Revenue
Apple's Services segment was one of the main contributors to the increase in profitability based on the continued growth of the services segment. Services provide Apple with recurring revenue and higher margins compared to other products; therefore, the performance of Apple's Services segment is a primary driver of Apple's overall performance (Zhang et al., 2022).
2. Strong Business Model
Apple's integrated ecology (hardware, software, services) enables it to create customer loyalty and build sustainable competitive advantages, leading to greater stability in revenue and long-term opportunities (Wang et al., 2023.

3. Investments in Strategic Development and Innovation
Apple has been increasing the amount of yearly investment in Research and Development to support innovation, as well as efficient improvements. According to Sharma (2023), when strategic decisions are based on rigorous analysis of financial data, a company remains competitive relative to its competition.
4. External Macro-Economic Variables
Macroeconomics also play a significant role in the company's performance (e.g., global demand, foreign exchange rates, etc.). Declines in sales in several regions (especially China) have negatively impacted revenue growth. In addition, technology companies have historically proven to be highly sensitive to global economic fluctuations (Shivakoti et al., 2023).
5. Accounting Adjustments
For the FY2024 period, the one-time tax charge dramatically decreased the company's reported profit. According to Adejumo and Ogburie (2025), financial adjustments can skew analysis if they are not accommodated. While performing any form of financial analysis, it is crucial to analyse financial statements from both quantitative and qualitative perspectives.
Recommendations for Financial Improvements and Sustainability
1. Improve Cash Flow Efficiency
Apple should continue to work towards increasing the efficiency and effectiveness of its operating cash flow through improved working capital management. Greater cash generation will improve the liquidity and overall financial stability of the organisation.

2. Rebalance Capital Allocation
While the return of capital to shareholders through share repurchases will increase shareholder returns, slightly decreasing the amount of capital used for share repurchasing would enhance equity levels and lower the company's overall financial risk. The long-term sustainability of the company will be supported by a balanced approach to capital allocation.
3. Expand High Margin Service Offerings
Apple should continue to invest in its Services Line because it will further strengthen profitability and generate a more stable source of revenue. Further diversification offers continued reductions in dependence on hardware sales (Li, 2022).
4. Continue to Strengthen Sustainability Initiatives
The company must continue to invest in environmental sustainability and engage in ethical practices in its supply chains. According to the Triple Bottom Line approach, achieving and integrating financial, social, and environmental objectives enhances long-term company success (Soubhari et al., 2023).
5. Global Market Expansion Strategy
The company can continue to address declining performance in specific geographic regions through locally focused innovation and localisation strategies that will enable future growth. Zhang (2025) states that adapting to global market conditions is critical to maintaining an ongoing competitive advantage.


Conclusion
This analysis has shown that Apple's overall financial performance improved from FY2024 to FY2025 in terms of profitability, efficiency, and solvency. Liquidity also remained consistent; however, there was a slight weakness in operating cash flow. The main sources of the increase in all three of the above performance measures were attributed to growth in the Services Line, improvement in operating efficiency, and effective strategic decisions regarding company operations.
This report demonstrates that while Ratio Analysis is a useful tool when performing financial analysis of an organisation, it is crucial to consider qualitative and contextual information in conjunction with Ratio Analysis when making financial assessments. If qualitative and contextual information is ignored, the information obtained through Ratio Analysis may be misleading.
Overall, Apple continues to be financially sound and positioned for growth into the foreseeable future. Nonetheless, improving cash flow management, maintaining appropriate levels of capital resources, and further enhancing sustainability efforts will be necessary to remain financially successful in the long term.
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Appendix
1. Gross profit margin
Gross profit margin = Gross profit / Revenue × 100
FY2025:
195,201 / 416,161 × 100 = 46.9%
FY2024:
180,683 / 391,035 × 100 = 46.2%
2.  Operating profit margin
Operating profit margin = Operating income / Revenue × 100
FY2025:
133,050 / 416,161 × 100 = 32.0%
FY2024:
123,216 / 391,035 × 100 = 31.5%
3. Net profit margin
Net profit margin = Net income / Revenue × 100
FY2025:
112,010 / 416,161 × 100 = 26.9%
FY2024:
93,736 / 391,035 × 100 = 24.0%

4. Current ratio
Current ratio = Current assets / Current liabilities
FY2025:
147,957 / 165,631 = 0.89: 1
FY2024:
152,987 / 176,392 = 0.87: 1
5. Quick ratio
Quick ratio = (Current assets − Inventory) / Current liabilities
FY2025:
(147,957 − 5,718) / 165,631 = 142,239 / 165,631 = 0.86: 1
FY2024:
(152,987 − 7,286) / 176,392 = 145,701 / 176,392 = 0.83: 1
6. Asset turnover
Asset turnover = Revenue / Average total assets
FY2025 average total assets:
(359,241 + 364,980) / 2 = 362,110.5
FY2025 asset turnover:
416,161 / 362,110.5 = 1.15 times
FY2024 average total assets:
(364,980 + 352,583) / 2 = 358,781.5
FY2024 asset turnover:
391,035 / 358,781.5 = 1.09 times
7. Return on assets (ROA)
ROA = Net income / Average total assets × 100
FY2025:
112,010 / 362,110.5 × 100 = 30.9%
FY2024:
93,736 / 358,781.5 × 100 = 26.1%
8. Return on equity (ROE)
ROE = Net income / Average shareholders’ equity × 100
FY2025 average equity:
(73,733 + 56,950) / 2 = 65,341.5
FY2025 ROE:
112,010 / 65,341.5 × 100 = 171.4%
FY2024 average equity:
(56,950 + 62,146) / 2 = 59,548
FY2024 ROE:
93,736 / 59,548 × 100 = 157.4%


9. Debt-to-assets ratio
Debt-to-assets ratio = Total liabilities / Total assets × 100
FY2025:
285,508 / 359,241 × 100 = 79.5%
FY2024:
308,030 / 364,980 × 100 = 84.4%
10. Debt-to-equity ratio
Debt-to-equity ratio = Total liabilities / Shareholders’ equity
FY2025:
285,508 / 73,733 = 3.87 times
FY2024:
308,030 / 56,950 = 5.41 times
11. Operating cash flow margin
Operating cash flow margin = Operating cash flow / Revenue × 100
FY2025:
111,482 / 416,161 × 100 = 26.8%
FY2024:
118,254 / 391,035 × 100 = 30.2%
