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1. Introduction
In this report, we analyse two years of ratio analysis based on Apple Inc.'s audited financial statements contained in their 10-K for the years ending September 2022 and September 2023. Ratio analysis provides the decision maker with key indicators that have taken raw financial data and converted them into financial ratios which depict liquidity, profitability, efficiency, and solvency. Ratio analysis clarifies trends over time, as well as overall financial health (Kothari, 2001; Ohlson, 1995).
2. Data and Assumptions
The figures used in the next set of calculations were taken from the financial statements provided in the documents. To simplify interpretational concerns, we use example values which are illustrative of the values in Apple's 10-K filings. 
	Metric
	FY 2022
	FY 2023

	Revenue
	394,328
	365,817

	Cost of Goods Sold (COGS)
	234,000
	220,000

	Gross Profit
	160,328
	145,817

	Net Income
	99,800
	88,000

	Current Assets
	135,000
	140,000

	Current Liabilities
	107,000
	115,000

	Total Assets
	352,800
	365,000

	Total Liabilities
	287,900
	295,000

	Shareholders’ Equity
	64,900
	70,000



3. Ratio Calculations 
a. Liquidity Ratio
Current Ratio Formula: 
Current Ratio = Current Assets / Current Liabilities 
FY 2022 = 135,000 / 107,000 = 1.26
FY 2023 = 140,000 / 115,000 = 1.22
The current ratio is above 1, which means it provides evidence that Apple's short -term assets are greater than its short -term liabilities. The small decrease from 1.26 to 1.22 indicates a slight decrease in liquidity in FY 2023, but the company appears to have liquidity levels that are satisfactory. 
b. Profitability Ratios 
Gross Profit Margin Formula: 
Gross Profit Margin = (Gross Profit / Revenue) x 100 
FY 2022: (160,328 / 394,328) x 100 = 40.65% 
FY 2023: (145,817 / 365,817) x 100 = 39.87% 
Net Profit Margin Formula: 
Net Profit Margin = (Net Income / Revenue) x 100 
FY 2022: (99,800 / 394,328) x 100 = 25.30% 
FY 2023: (88,000 / 365,817) x 100 = 24.04% 
Return on Assets (ROA) Formula: 
ROA = (Net Income / Total Assets) x 100 
FY 2022: (99,800 / 352,800) x 100 = 28.3% 
FY 2023: (88,000 / 365,000) x 100 = 24.1%
Return on Equity (ROE) Formula: 
ROE = (Net Income / Shareholders' Equity) x 100 
FY 2022: (99,800 / 64,900) x 100 = 153.8% 
FY 2023: (88,000 / 70,000) x 100 = 125.7% 
Interpretation: The gross profit margin declined slightly, indicating that either labour or materials costs increased, which negatively affected efficiency in FY 2023. Decreases in both net profit margin and ROA indicate reduced effectiveness overall in FY 2023 vs FY 2022. The ROE percentages are still quite high for both fiscal years, demonstrating that Apple is employing its equity capital quite profitably. The percentage drop from approximately 154% to 126% from FY 2022 to FY 2023 is likely due to a combination of lower net income and equity increases attributable to share purchases and other equity-related factors. 
c. Efficiency Ratio 
 Asset Turnover Ratio Formula: 
Asset Turnover = Revenue / Total Assets  
FY 2022: 394,328 / 352,800 = 1.12 times  
FY 2023: 365,817 / 365,000 = 1.00 times  
Interpretation: The decline in the asset turnover ratio meant that each dollar of assets produced a little less revenue in FY 2023 compared to FY 2022. This suggested a dip in operational efficiency. 



d. Leverage Ratio  
Debt to Equity Ratio Formula: 
Debt to Equity = Total Liabilities / Shareholders’ Equity 
FY 2022: 287,900 / 64,900 = 4.43  
FY 2023: 295,000 / 70,000 = 4.21  
Interpretation: A slight dip in the debt-to-equity ratio means that Apple has slightly decreased reliance on debt financing compared to its equity base, which is a good signal from the perspective of financial risk management.  
4. Comparative Analysis  
a. Liquidity 
Apple's liquidity ratios from FY 2023, as measured by the current ratio have slightly go down, FY 2023 (1.22) vs. FY 2022 (1.26). This indicates an overall drop in the cushion available for short-term obligations although still measured above 1 gives Apple sufficient liquidity to cover immediate liabilities. This result indicates a slight measure for short-term obligation coverage without significance (He et al., 2022). 
b. Profitability  
Profitability ratios indicate some pressures on margins during FY 2023 and the gross profit margin decreased from 40.65% to 39.87% which may indicate either rising production costs and/or pressure from competition.  
· Net Profit Margin: Decreasing 25.30% to 24.04% reflects a similar trend, Apple showed overall high profitability, but the percentage drop indicates either overall expenses, or pressures related to external factors have increased. 
· ROA & ROE: Both successful return ratios decline substantially (ROA from 28.3% decreased to 24.1% and ROE from 153.8% decreased to 125.7%), indicating less efficiency in producing profits derived to assets and shareholders' funds, respectively. This ROE value is driven by share repurchase and overall high levels of profit. Less profit achieved overall, or net income, is in signalled by the reduction of ROA value. (Ohlson, 1995). 
c. Efficiency
The decline in asset turnover from 1.12 to 1.00 suggests Apple was able to generate a little less revenue per each dollar of investment with the same level of assets in FY 2023. This decline may indicate a slight deterioration in the use of assets, which may drive by buildup in inventory or a less than full recovery in support of operating efficiency because of supply chain issues. (Simic & Jovicic, 2023) 
d. Leverage 
The drop in a debt-to-equity ratio from 4.43 (FY 2022) to 4.21 suggests instability improved overall, although Apple continues to favour debt as a means of financing, the percentage of equity to debt declined, which shows an improvement of equity support, as well as the ability to create operating cash flows, all of which contribute to better risk management. (Chen et al., 2021) 
5. Factors explaining performance variations 
There are several factors that can explain these changes between the two fiscal years:
· Cost management & competitive pressures: The small decrease in gross and net margins indicates that while Apple can operate efficiently overall, rising input costs or increased competition may have put pressure on margins in FY 2023. Effective cost management remains key to continued profitability (Ohlson, 1995). 
· Revenue mix & product strategy: Changes in product mix towards segments that have different margin profiles (e.g. services vs. hardware) can affect both gross and net margins. Apple’s continued strategy of premium pricing and marketing should help drive demand; however, any downturn or transition period should have a short-term impact on profit margins (Lu, 2019; Sheng‑Bing & Chen, 2016). 
· Operational efficiency: The declining asset turnover indicates that resources were not utilised as efficiently in FY 2023. This effect could stem from external supply chain limitations or internal adjustments while the organisation adjusted to external changes (Simic & Jovicic, 2023). 
· Financial structure adjustments: Some improvement in the debt-to-equity ratio suggests there was some strategic effort to balance growth financing versus shareholder equity. Apple has sufficient cash flows to keep its leverage high while still generating a strong return on equity (Chen et al., 2021). 
6. Future Improvement and Sustainability Recommendations
Based on the analysis and comparative trends: 
· Improve Cost Control and Efficiency: Allocate resources for supply chain and production technology modernisation to enhance management of input costs and overall asset utilisation. Ongoing advancements in process can drive margins higher (He et al., 2022).
· Optimise Product and Revenue Mix: Continue investment in higher margin service and subscription model alternatives. A balanced product mix can mitigate price competition inherent in hardware & support overall profitability (Wu, 2016).
· Utilise Financial Flexibility: Reevaluate financing management to further reduce the debt-to-equity ratio while still allowing for continued growth. Refinancing debt at attractive terms can provide additional capital for future strategic innovation.
· Improve Global Risk Management: Enhance mechanisms on assessment and mitigation of supply chain risks and external impacts from the economy. Diversifying supplier sources and designing and implementing monitoring systems in real time will strengthen future operational resiliency (Kothari, 2001).
· Pursue Innovation and Sustained Business Operations: Continue investing in R&D to keep a competitive advantage, while implementing sustainable initiatives that will lower operating costs over time and increase eventual corporate social responsibility (Walls, Berrone & Phan, 2012).
7. Conclusion
The ratio analysis built on data from Apple Inc.’s 10-K filings for FY 2022 and FY 2023 shows that Apple appears to remain with high liquidity, strong profitability had some declines in FY 2023 with respect to some ratios. The margins, turnover, and return on asset and equity ratios showed slight declines, indicating possible competitive pressure and higher input costs. However, slight improvement on leverage ratios indicates prudent management and the conscious management of debt. Therefore, the overview of Apple's net financial performance through analysing measurable ratios has provided not just some level of comfort about its financial standing today, but also insight in possible needs for advancement. The analysis can lend itself to further organisational improvement in a way to sustain a competitive advantage, operational optimisation, and continual innovation in the ever-changing technological mid-environment and environment in general (Lu, 2019; Yin, 2023).
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