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Introduction 
Financial ratios are integral to understanding a company’s operating performance, profitability, liquidity, and solvency. This report assesses Apple Inc., one of the dominant technology companies globally, by looking across data from its official SEC-10 K filing for fiscal year 2022 (Apple Inc. 2022), and fiscal year 2023 (Apple Inc., 2023), comparing the resulting financial performance. Both the calculation of liquidity, profitability, efficiency, and solvency ratios, offered insight into operating performance across comparable years while identifying efficiency in resource utilisation, enabled recommendations to produce ongoing sustainable performance.
Data and Methodology 
Data in the analysis is sourced directly from Apple audited 10-K reports for fiscal year 2022 and fiscal year 2023. Key markers reported (in billion U.S. Dollars), are: 
	Item
	FY2022
	FY2023

	Revenue
	$394.3
	$383.3

	Net Income
	$99.8
	$97.0

	Total Assets (avg.)
	$352.8
	$352.7

	Current Assets
	$135.4
	$143.6

	Current Liabilities
	$154.0
	$145.3

	Inventory
	$5.76
	$5.64

	Product COGS
	$201.5
	$189.3

	Interest-bearing Debt
	$120.1
	$111.1

	Shareholders’ Equity
	$50.7
	$62.1

	EBIT
	$119.4
	$114.3

	Interest Expense
	$2.93
	$3.93


Note:	All values are estimates generated from Apple’ 10-K filing (Apple Inc., 2022; Apple Inc. 2023). 
The formulas shown below are commonly used to evaluate and assess specific ratios within the financial components of operations and cash directives:
Current Ratio:
Current Ratio = Current Assets / Current Liabilities  
Quick Ratio:
Quick Ratio = (Current Assets - Inventory) / Current Liabilities  
Net Profit Margin:
Net Profit Margin = Net Income / Revenue x 100 %  
Return on Assets (ROA):
ROA = Net Income / Average Total Assets x100 %  
Return on Equity (ROE):
ROE = Net Income / Shareholders’ Equity x 100 %  
Asset Turnover:
Asset Turnover = Revenue / Average Total Assets  
Inventory Turnover:
Inventory Turnover = Product COGS / Inventory 
Debt-to-Equity (D/E) Ratio:
D/E Ratio = Interest-bearing Debt / Shareholders’ Equity  
Interest Coverage Ratio:
Interest Coverage = EBIT / interest expense  
Results and Ratios
1. Liquidity Ratios
Current Ratio
FY 2022: 135.4 / 154.0 = 0.88  
FY 2023: 143.6 / 145.3 = 0.99  
Quick Ratio 
FY 2022: (135.4 - 5.76) / 154.0 = 129.64 / 154.0 = 0.84  
FY 2023: (143.6 - 5.64) / 145.3 = 137.96 / 145.3 = 0.95 
Interpretation:  The current and quick ratios for both years were indicated as less than 1.0, which means that Apple is still operating under negative working capital model. However, the sign is evident that liquidly profile is improving (0.99 vs. 0.88 for current ratio and 0.95 vs. 0.84 for quick ratio), and Apple is much better off in the short term based. The increase is allocated to a greater amount of current assets and lower amounts of current liabilities, mainly due to the increase of cash reserves and not as much short-term debt (Apple Inc., 2023).
2. Profitability Ratios
Net Profit Margin
FY2022: 99.8/394.3×100=25.3%
FY2023: 97.0/383.3×100=25.3%
Return on Assets (ROA)
FY2022: 99.8/352.8×100=28.3%
FY2023: 97.0/352.7×100=27.5%
Return on Equity (ROE)
FY2022: 99.8/50.7×100=196.8%
FY2023: 97.0/62.1×100≈156.2%
Interpretation: Apple’s net profit margin was unchanged at about 25.3% even with a small decrease in revenue in FY2023. The small drop in ROA (28.3% to 27.5%) resulted from a very small reduction in net income and almost unchanged total assets. ROE dropped as expected because of the increase in shareholders' equity ($50.7B to $62.1B) in FY2023 because of the continued lower share repurchases. All these measures show that Apple is in a very strong profitability place but also shows the impact of their capital return decisions on the equity measures (Apple Inc., 2022; Apple Inc., 2023; Brigham & Ehrhardt, 2013).
3. Effectiveness Ratios
Asset Turnover
FY2022: 394.3/352.8 = 1.12 
 FY2023: 383.3 /352.7 = 1.09 


Inventory Turnover
FY2022: 201.5/ 5.76 = 35.0
FY2023: 189.3/ 5.64 = 33.5
Interpretation: Apple’s asset turnover fell from 1.12 to 1.09, suggesting slightly lower efficiency in generating sales and possibly lower unit sales. Similarly, inventory turnover declined from 35.0 to 33.5 times a year, alluding to inventory being held a bit longer in FY2023 than in FY2022. Both are still very high compared to industry averages, demonstrating Apple’s operational efficiency and capabilities within its supply chain (Gitman and Zutter, 2012). 
4. Solvency Ratios
Debt-to-Equity (D/E) Ratio
FY2022: 120.1/ 50.7 = 2.37
FY2023: 111.1 /62.1 = 1.79 
Interest Coverage Ratio
FY2022: 119.4/ 2.93 = 40.8  
FY2023: 114.3/ 3.93 = 29.1 
Interpretation: The small decrease in the D/E ratio, from 2.37 to 1.79, signifies that Apple has reduced its use of interest-bearing debt compared to its equity base, which in turn, improved net income retention compared to buyback levels. The interest coverage ratio decreased from 40.8 in FY 2022 to 29.1 in FY 2023 primarily due to increasing interest expenses. With that considered, Apple still generates, per dollar of interest expense, more than $29 of EBIT to cover interest expenses. This extensive coverage reinforces that Apple's ability to service debt is still strong, despite a general move to a more prudent capital structure (Apple Inc., 2022; Apple Inc., 2023; Horngren et al., 2013). 
Discussion of the Findings 
The ratio analysis shows some important insights into Apple Inc.'s financial performance:
· Liquidity: Apple’s liquidity ratios have strengthened in FY2023, indicating more effective management of current assets and current liabilities. While negative working capital is typical for Apple, the increased current ratio of close to 1.0 suggests an improved short-term financial position (Apple Inc., 2023).
· Profitability: Apple sustained net profit margin stability and only slight declines in ROA, meaning it was able to maintain profitability, even with a modest decrease in total revenue. The noticeable drop in ROE is primarily due to a bigger increase in shareholders' equity because of reduced share buybacks and retained earnings, thus providing a more conservative impression of capital management (Brigham & Ehrhardt, 2013).
· Efficiency: There was a slight decline in both asset turnover, as well as inventory turnover in FY2023, indicating a small reduction in sales relative to its asset base and small increase in periods held as inventory. Overall, efficiency remains outstanding and reflects the strength of Apple's supply chain and operations management (Gitman & Zutter, 2012).
· Solvency: Increased debt to equity ratio along with exceptionally high interest coverage indicates that Apple has enhanced overall long-term financial stability. While increased interest expense (in part attributable to higher global rates) has reduced the interest coverage ratio, the absolute amount is still quite strong allowing sufficient capacity for debt service (Horngren et al., 2013).            
Recommendation for Future Improvement
Different recommendations can be made where the analysis to improve Apple's financial sustainability: 
· Increase Revenue Diversification: With a minor decline in overall revenue into FY2023, Apple has a mandate to continue the diversification of their product portfolio. Continued expansion into the high-margin areas such as Services and potentially adding other hardware categories (i.e. AR/VR or wearables) could reduce any season or product specific sales declines (Apple Inc., 2023).                                                   Maintain Operating Expense Discipline: Although margins are strong, it is still important to ensure strong management of operating expenses, particularly R&D and SG&A. Continued improvement of process and benefits of economies of scale could help to ensure keeping such high profit margins going forward and in a competitive environment (Brigham & Ehrhardt, 2013).            
· Prudent Management of Capital: The improvement of D/E ratio is noteworthy and denotes a healthier balance sheet. Apple should continue this trend while being disciplined and only purchase shares at the right price and on a selective bases, while prepayment of debt or minimisation of debt would be prudent given rising rates (Apple Inc., 2022).                                                              
· Enhance Supply Chain and Inventory Management: The slight decline in the inventory turnover would imply there is still room for improvement in demand forecasting and possibly production planning. An increase in data analytics capabilities could further manage excess inventory while still having product available (Gitman & Zutter, 2012).        
· Shift in Currency Exchange Exposure: Apple's top line revenue is influence by global currencies, however additional hedging strategies could provide layers of risk management to stabilise margin and reduce the volatility of reported earnings (Apple Inc., 2023).                                                
Conclusion      
The ratio analysis of Apple Inc. compared fiscal 2022 with 2023 shows a strong firm capable of continuing strong profit and efficiency coupled with strong ability to support debt, which has been impacted by revenue reductions and higher interest expense. For FY2023, overall revenue executed modestly lower than previous fiscal year, which was due in part to the economic environment and fluctuations in currency rates, yet Apple successfully maintained a solid net profit margin level by shifting the sales mix to the high margin services business along with stringent cost discipline. This profitability measure is robust as it provided a stable year-over-year profit margin of roughly 25.3%, notwithstanding an uncertain economic environment.
In terms of liquidity, the liquidity indicators increased in FY2023 as the current ratio increased and the quick ratio increased as compared to FY2022 signifying a better short-term asset and liability relationship and current asset sustainability based on an increase in current assets along with a decrease in specific current liabilities that signify proactive and efficient working capital management. Meanwhile, the overall decreasing debt to equity (D/E) ratio shows an Apple is pursuing a more conservative capital structure to provide less overall financial risk and improve long-term financial stability.
Although asset turnover (A/T) and the return on equity (ROE) exhibited modest reductions, these variations are more reflective of changes in capital management concepts more than operational inefficiencies, as management has made conscious decision to increase equity to the basis of any additional financing then debt-based financing. Overall, Apple's performance remains consistent and these findings from ratio comparisons provide valuable insight into the capital management of financial information surrounding the company, followed by the balance of operation and capital management to provide sustainable environmental growth.
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