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Introduction 
Apple Inc. is established as a technological leader around the world, with innovative products and strong market position, that has developed a sustainable financial position. This report presents Apple’s financial performance over two years, and applies ratio analysis to assess liquidity, profitability and solvency. Analysis of financial ratios, using the recent two-year period, is intended to highlight performance trends, possible drivers of improved or declining performance, and provide recommendations to improve the stability and sustainability of Apple Inc., considering increased market competition. 












Methodology and Data Overview 
Several financial statements covering a minimum two-year period were selected for Apple Inc., to complete ratio analysis on key areas of liquidity (current, quick, cash), profitability (return on assets (ROA), return on equity (ROE), return on investment (ROI), and earnings per share (EPS)), and solvency (debt-to-equity). The financial data included in the analysis come from publicly accessible financial statements sourced from business reports and distilled within an academic research content from Apple’s performance, with a ratio comparison approach used to illustrate year-on-year changes for areas of financial health (Myskova & Hajek, 2017). To simplify the analysis, the report compares the “previous year” (Year 1) to the “current year” (Year 2):
· Liquidity Ratios:
Current Ratio: Slightly increased from 1.05 in Year 1 to 1.07 in Year 2.
Quick Ratio: Increased from 1.00 in Year 1 to 1.02 in Year 2.
Cash Ratio: There was a decrease from 0.6 to 0.5, which reflects a decrease in cash coverage of current liabilities.
· Profitability Ratios:
ROA: Rise from 27% in Year 1 to 29.39% in Year 2.
ROE: Increased from 140% in Year 1 to 156.04% in Year 2.
ROI: Increased from 55% in Year 1 to 57.94% in Year 2.
EPS: Marginal increase, signalling ongoing improvement in earnings. 

· Solvency Ratio:
Debt to Equity Ratio increased from 130% in Year 1 to 145.8% in Year 2, indicating a greater reliance on debt financing. The above ratios, which were adapted from Apple Inc., annual reports are intermediary for measuring operational efficiency, risk exposure, and the ability to generate returns on assets and equity.
· Liquidity Analysis and Comparison
Liquidity ratios assess Apple Inc.'s ability to cover short-term obligations with short-term assets. In analysis, Year 2's current and quick ratios indicate a slight improvement when compared to Year 1's figures, which provides a positive indication of Apple's working capital coverage of current liabilities without needing to liquidate inventory (Borhan, Mohamed & Azmi, 2014). However, the decrease in cash ratio-0.6 to 0.5, implies a decrease of cash reserves as it relates to liabilities, creating concern over liquidity given the unexpected occurrence of expenses or market downturns (Heikal, Khaddafi & Ummah, 2014).
While a current ratio that has increased slightly supports an improvement in working capital management, at just over 1, Apple must continually monitor its reliance on accounts receivable and inventory to cover short-term obligations. 
· Profitability Analysis and Comparison 
Profitability ratios demonstrate a view of Apple’s ability to produce profiting from its assets and equity. The positive trajectory in the current year with ROA moving from 27% to 29.39%, ROE from 140% to 156.04%, and ROI from 55% and moving toward 57.94%, indicates greater efficiencies in operations and strong investor returns (Nicolás Marín Ximénez & Sanz, 2014). Additionally, Apple showed a slight increase in EPS, noting that the company has sustained its ability to produce profit per share amidst fluctuations in revenue. This growth is a result of a few factors: 
· The company’s premium pricing models for its products that typically leads to high margins.
· A consistent wandering focus on newer product innovations and cost containment measures.
· The company’s diversification in business lines, particularly in its services line segment (Lu, 2024). 
The shift to high-margin services, particularly subscription-based services, has also mitigated the impact of some of Apple’s loss during periods of declining product sales (Yin, 2023). Overall, the improvements in profitability indicate that Apple’s dividend delegation and capital investment opportunities are generating compelling returns amidst the market challenges. 
· Solvency and Capital Structure
The rising debt-to-equity ratio from 130% to 145.8% in a two-year window, implies that Apple has increased debt relative to its equity. While having debt like equity can continue to enhance growth and continue innovation, a higher leverage increases financial risk, particularly in periods of declining economic conditions or when things are not going well (Borhan, Mohamed & Azmi, 2014).An increased debt level could be a conscious decision made by management, to finance strategic initiatives such as research and development, market expansion, and strategic acquisitions. However, this requires sound financial management, so the extra leverage does not destroy shareholder value or create liquidity problems (Yusoff & Husnina, 2018). Apple leadership is still challenged to balance the advantages debt may offer as a facilitator for growth while ensuring it doesn't undermine performance through increased financial leverage and risk.
Discussion: Factors Affecting Performance Changes 
· Market Dynamics and Competitive Pressures 
Apple is in a fast-paced technology industry where competition is fierce. Changes in how consumers prefer to obtain their goods and services, how competitors enter existing industry markets, and changes in market perceptions all encourage the need for continuous innovation. The slight improvements in profitability ratios could be a consequence of continuing with product differentiation, brand equity, and its aggressive “hunger-marketing” strategy used to generate anticipation in consumers and premium pricing (Nicolás Marín Ximénez & Sanz, 2014; Lu, 2024). Despite these underlying factors, increased competitive pressure provided a challenge to revenue as evidenced by the fluctuations in recent quarters.
· Operational Efficiency and Innovation 
Each profitability ratio indicates that Apple leadership is focused on efficiently running its operations businesses, such as cost control and more streamlined production, which are now evident in overall performance (Myskova & Hajek, 2017). Operational efficiency is a byproduct of research and development when strategic investments lead to new products, services, and market leadership. The strategic nature of operational efficiency has prolonged the utilisation rate of Apple’s assets, which is now supported by increased ROA and ROI numbers coming from Apple (Yin, 2023).

· Managing Financial Risk 
While an increase in the company’s profitability indicates effective revenue generation, the increase in debt-to-equity ratio suggests that company management relies increasingly on debt to fund operations. Management also must deal with other factors outside of their control. Examples of external factors outside of operationalise control are antitrust investigations and litigation risk that can include increased cost structure and allocation of capital.
· External Economic and Regulatory Risks Implications
Lastly, global economic factors and regulatory developments (antitrust lawsuits and antitrust fines) in key markets are additional risk factors. Like financial risk, legal risk limits flexibility in daily business operations, prevalent cash tension, and significant financial implications for near term performance and future strategic planning (Uwihirwe & Bazimya, 2022).
Recommendations
Given the deterioration in the ratios reported and the readings from the secondary research, the following recommendations are provided for future financial performance and sustainability: 
· Improve Liquidity Management
· Increase Cash Reserves: Apple may want to consider strategies to build higher cash buffers to mitigate liquidity issues in the short to medium term, especially with the drop in cash ratio. (Heikal, Khaddafi & Ummah, 2014).
· Reduce Working Capital: Decreasing Days Sales Outstanding (DSO) or increasing inventory turnover may help in better managing short term liabilities. 
· Correcting Capital Structure Ratios
· Review Debt: Management should cautiously consider reviewing the additional debt taken on. Lowering debt exposure can reduce financial risk and increase flexibility during times of economic distress (Borhan, Mohamed & Azmi, 2014).
· Proportional Capital Structure: Management should consider seeking ways to fund growth initiatives with internal cash flows, as opposed to utilising debt when possible.
· Diversification and Innovation
· Advance Service Revenue Growth: Given the strong growth in Apple's service line, diversification into areas such as digital content, subscriptions, and new technology will sustain Apple's profit margins (Lu, 2024).
· Continued Focus on Product Development: Investing in research and development for new products helps reinforce Apple's position in the market and diminishes pressures from competitors.
· Enhance Risk Management and Compliance
· Response to Regulation: Apple must monitor regulatory adjustments to stay ahead of regulators and be proactive to antitrust and regulatory concerns to protect market position.
· Risk Analysis: Including both financial and operational risk analyses in strategic planning will address any financial weaknesses more promptly.
· Sustainability Initiatives
· Sustainable Operations: Adopting sustainable operations and reducing their impact on the environment will attract consumers and investors who value sustainability while also ensuring that they can operate long-term.
· Continuous Disclosure: Better disclosure of Apple Inc.'s financial and non-financial data (including sustainability) will give investors more confidence.


















Conclusion
The assessment over the two-year duration has revealed and reaffirmed important aspects of Apple financial performance. There were slight advancements in profitability measures, which suggest that Apple is managing its resources and business model in a manner that increases the margins and efficiency of operational executives. 
Key findings for this analysis are:
· Profitability: Increasing ROA, ROE, and ROI motivate confidence of Apple's concentration on innovation and operational improvements is working.
· Liquidity risk: Current and quick measures are slightly improved-however, with worsened cash measure, liquidity management could use some improvement.
· Increase in leverage: Debt-to-equity ratio has increased, suggesting more reliance on debt provides means of growth but also increases financial risk in volatile markets.
Overall, ratio analysis has been an important tool for breaking down Apple's financial performance. Focus on improving liquidity reserves, minimising debt, as well as protecting innovations through diversifications will help position Apple to address upcoming challenges. 
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