


Introduction
This report will analyse the financial performance (net sales, net income, total assets and shareholders’ equity) at Apple Inc., as reported in their 2024 and 2023 annual financial statements (Form 10-K), which have been filed with the US SEC. Apple is a suitable company for this analysis due to its comprehensive and regularly published audited financial reports, as well as the consistency of their reporting over multiple years. For the year ended 2024, Apple reported net sales of $391.0 billion, up from $383.3 billion in 2023. Net income declined to $93.7 billion from $97.0 billion. In addition to declining income, Apple showed increases in total assets ($365.0 billion from $352.6 billion) and declines in Shareholders’ Equity ($57.0 billion from $62.1 billion).
Ratio analysis (i.e., the conversion of financial statement figures into various performance indicators which can be used for comparison purposes) is very useful for determining the financial performance (profitability, liquidity, efficiency and financial risk) of a company, and can provide excellent indications of company performance when multiple ratio analyses are evaluated (Heikal et al, 2014; Yousaf & Dey, 2022; Lubis, 2023).
Procured Financial Data from Apple's 2024 and 2023 Form 10-K
2024: Revenue = $391,035 million; Gross Profit = $180,683 million; Net Income = $93,736 million; Current Assets = $152,987 million; Current Liabilities = $176,392 million; Total Assets = $364,980 million; Total Liabilities = $308,030 million; Equity = $56,950 million.
2023: Revenue = $383,285 million; Gross Profit = $169,148 million; Net Income = $96,995 million; Current Assets = $143,566 million; Current Liabilities = $145,308 million; Total Assets = $352,583 million; Total Liabilities = $290,437 million; Equity = $62,146 million.

Ratio Calculations
	Ratio
	Formula
	2024
	2023

	Current Ratio
	Current Assets / Current Liabilities
	152,987 / 176,392 = 0.87
	143,566 / 145,308 = 0.99

	Gross Profit Margin
	Gross Profit / Revenue × 100
	180,683 / 391,035 = 46.21%
	169,148 / 383,285 = 44.13%

	Net Profit Margin
	Net Income / Revenue × 100
	93,736 / 391,035 = 23.97%
	96,995 / 383,285 = 25.31%

	ROA
	Net Income / Average Total Assets × 100
	93,736 / ((364,980+352,583)/2) = 26.13%
	96,995 / ((352,583+352,755)/2) = 27.50%

	ROE
	Net Income / Average Equity × 100
	93,736 / ((56,950+62,146)/2) = 157.41%
	96,995 / ((62,146+50,672)/2) = 171.95%

	Asset Turnover
	Revenue / Average Total Assets
	391,035 / ((364,980+352,583)/2) = 1.09
	383,285 / ((352,583+352,755)/2) = 1.09

	Debt-to-Equity
	Total Liabilities / Equity
	308,030 / 56,950 = 5.41
	290,437 / 62,146 = 4.67



Performance Indicators: Profitability
Apple’s gross profit margin (GPM) increased from 44.13% in 2023 to 46.21% in 2024, indicating that they have increased their ability to control the cost of the products and services they provide, and/or that they sold a higher proportion of more expensive items, thereby improving their profitability. The primary factor behind this trend appears to be continued service sales growing from $85.2bn in FY123/4CY2023 to $96.2bn in FY124/4CY2024, while total sales have increased only slightly (approximately +1%). Since services typically have higher margins than hardware, a higher proportion of service revenue supports an increase in gross margin. Apple reported that iPhone sales were relatively flat year-on-year compared to 13% growth in service sales.
Although net profit margin decreased from 25.31% to 23.97%, return on assets (ROA) & return on equity (ROE) also declined. Therefore, relative to 2023, Apple was less efficient at converting sales & assets into net income during FY124/4CY2024. One major reason was Apple’s one-off income tax expense recorded in Q4FY124/4CY2024, recognised due to a reversed European Court of Justice, State Aid subsidy condition decision, which Apple’s UK newsroom released, indicating this one-off item materially affected quarterly earnings, even though underlying or core business performance continued to be strong.
These results support Lu (2024) and indicate that although Apple remains financially healthy, Apple should be assessed beyond total revenue growth, as one-off, other non-operating items and income tax impacts will materially affect final earnings. These results are also consistent with Simic & Jovicic (2023) in that Apple has strong operating fundamentals, but the use of trend analysis will help determine what part of Apple’s recent financial performance is attributed to operating strength as opposed to non-operating, externally reported factors.
Liquidity
Apple’s current ratio fell from 0.99 to 0.87, indicating the company had greater short-term liabilities than short-term assets in FY124/4CY2024. Companies need to take caution when interpreting Apple's liquidity position because, in many cases, they will perceive it as weak. However, because Apple has incredible operating cash flow generation and a significant number of marketable securities available, along with strong business relationships with suppliers, its liquidity position is very solid. In addition, the most recent decline in Apple’s liquidity position demonstrates tighter short-term coverage for the company, which increases its exposure to pressure if market conditions continue to worsen. Furthermore, Apple also acknowledges that macroeconomic weakness, inflation, high-interest rates, and global uncertainty could impact demand and operations.
Apple had $2.82 trillion in total assets and generated an asset turnover ratio of approximately 1.09. This is consistent with Apple’s ability to generate revenue with its asset base and demonstrate the effectiveness of its operating model; therefore, Apple’s asset turnover ratio was stable. Several authors (Zhang, 2022; Doan & Nguyen, 2022) support the importance of Apple’s business model, including its high-end branding strategy, the creation of an ecosystem, and its dominance in pricing power as contributing factors to maintain the efficiency of asset use.
Apple’s debt-to-equity ratio has declined from 4.67 to 5.41. This does not indicate that Apple has incurred significant debt because of aggressive borrowing; rather, this occurred due to a significant decline in equity as a result of large share repurchases. Apple repurchased $95 billion of stock in 2024 compared to $77 billion in 2023, resulting in equity being reduced and, mechanically, the increase of leverage. This also helps explain why Apple’s return on equity is so high; namely, the amount of equity on Apple’s balance sheet is small relative to their earnings. Heikal et al. (2014) noted that leverage ratios impact how fast a company can grow and therefore receive magnified returns but also increased financial risk.
Better or Worse than Last Year
Regardless of operational performance, Apple had better operational results during the year than its net profits. Apple's operations were helped by higher revenues, higher gross margins, a large increase in services, and a constant level of asset efficiency. Numerous studies indicate that Apple's strong capacity for innovation, ecosystem lock-in, and brand strength are competitive advantages (Tian et al., 2022; Yin, 2023; Li, 2023).
Despite the operational improvements, Apple's ratios were worse off due to three major influences. First, a one-time tax penalty reduced total reported earnings. Second, liquidity decreased as current liabilities were increasing at a faster rate than current assets. Finally, the leverage ratio increased because the large buybacks reduced the company's equity balance. Lu et al. (2023) state that long-term profitability is now more linked to the engagement of company stakeholders and the degree of sustainability based on ESG (environmental, social, and governance) theories as opposed to just short-term shareholder return.
Improvements Apple Should Make in the Future
Apple should make four enhancements to its operations. To maintain a higher level of equity, Apple should reduce the pace of its share buybacks. This would help improve the debt-to-equity ratio while also reducing financial risk. Apple should improve its liquidity management systems to maintain higher levels of cash vs. short-term liability levels. Apple should continue expanding high-margin services, as this has a clear impact on gross profitability. Lastly, Apple should invest more in sustainability using low-carbon-generated electricity, recycled materials, and cost-efficient packaging, as the more sustainable an operation is, the more opportunities for cost savings, business resilience, and stakeholder value can be created over time (Lu et al., 2023). Apple is already working on providing its suppliers with clean energy, recycled materials, and fibre-based packaging, which they should continue to do.
AI-supported accounting analytics would also benefit Apple with improved forecasting and decision-making quality through enhanced planning, identifying anomalies in data, and providing forward-looking technical financial controls (Kureljusic & Karger, 2024).
Conclusion 
The ratio analyses indicate that while Apple was still a very strong enterprise in 2024, its performance on a year-over-year basis is very mixed. Apple had improved revenues and gross profit ratios; however, their efficiencies were still very solid, while they also experienced a decline in liquidity, increased leverage, and decreased profitability from operations. The biggest reason Apple has improved its operations is that the strength of operations accounted for the decrease in reported earnings; however, the one-time tax expense and its aggressive distribution of capital dollars negatively affected the earnings reported. While revenue-driven results from the ratio analysis provided many of these answers, it also identified changes that may not have been attributable to total revenue alone. Using the ratio analysis helps in separating new operational strength vs. overall financial risk from operational results otherwise reported. Results from the ratio analysis are still helpful in determining how we can help improve Apple's long-term performance through the continued balance of overall profitability, liquidity, capital structure, and sustainability
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