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Introduction/Significance of Financial Statement

Analysis of financial statements provides the user with a way of measuring profitability, liquidity, and risk through the conversion of raw numbers into ratios (Jackson, 2022; Olayinka, 2022). The company best suited for this purpose is Apple Inc., given that it reports on two consecutive years of financial history. The analysis will compare Apple’s financial position for the fiscal year ended 27 September 2025 to its position for the fiscal year ended 28 September 2024, utilising ratio analyses, financial statement evidence, and supporting research materials. Findings demonstrate Apple’s overall performance improved from 2024 to 2025 with a particular focus on profitability and capital structure; some weaknesses were seen in liquidity and cash generation.

Information Utilised in the Analysis

For the financial analysis, data will be obtained from Apple’s annual consolidated financial statements: 
· Revenue: $416,161 million (2025) versus $391,035 million (2024) 
· Gross profit: $195,201 million (2025) versus $180,683 million (2024) 
· Operating income: $133,050 million (2025) versus $123,216 million (2024) 
· Net income: $112,010 million (2025) versus $93,736 million (2024) 
· Current assets: $147,957 million (2025) versus $152,987 million (2024) 
· Current liabilities: $165,631 million (2025) versus $176,392 million (2024) 
· Total assets: $359,241 million (2025) versus $364,980 million (2024) 
· Total liabilities: $285,508 million (2025) versus $308,030 million (2024) 
· Shareholders’ equity: $73,733 million (2025) versus $56,950 million (2024) 
· Inventories: $5,718 million (2025) versus $7,286 million (2024) 
· Operating cash flow: $111,482 million (2025) versus $118,254 million (2024) 
A significant element of this analysis is that in 2024, Apple recorded a one-time net tax charge of $10.2 billion due to an ECJ (European Court of Justice) ruling on state aid, which resulted in lower-than-expected 2024 net income as compared to the other periods, thus inflating. 

Profitability Ratios

1. Gross Profit Margin
Gross Profit Margin = Gross Profit / Revenue × 100
For the Year 2025
195,201 / (416,161 × 100) = 46.91%
For the Year 2024
180,683 / (391,035 × 100) = 46.21%
Interpretation:
Apple's gross profit margin was slightly better in the year ended September 30, 2025, than September 30, 2024, meaning that Apple retained more gross profit for every $1 of sales in 2025 than in 2024. Increased gross profit margin indicates Apple has gained additional pricing power (due to better product mix, or greater cost control). According to Song (2025), Apple's performance is being driven by strong margins and efficient operations, which support increased gross profit margin.
2. Operating Profit Margin
Operating Profit Margin = Operating Income / Revenue × 100
For the Year 2025
133,050 / (416,161) × 100 = 31.97%
For the Year 2024
123,216 / (391,035) × 100 = 31.51%


Interpretation:
The increase indicates that Apple has managed to control its operating expenses in 2025 while at the same time increasing its revenue in 2025. This further demonstrates that Apple continues to benefit from economies of scale and a strong ecosystem.
3. Net Profit Margin
Net Profit Margin = Net Income / Revenue × 100
For the Year 2025
112,010 / (416,161) × 100 = 26.92%
For the Year 2024
93,736 / (391,035) × 100 = 23.97%
Interpretation:
This represents an exceptional improvement in performance. However, this increase is partially attributable to the absence of the one-off tax benefit in the year ended September 30, 2024. Apple's note indicates that their adjusted net income would have been $103,982m in the year ended September 30, 2024, which means they would have only been $8,028m less than the year ended September 30, 2025. This illustrates the importance of analysing financial ratios carefully and identifying all non-ordinary items such as one-offs, exceptional items and others, considering the evidence presented in financial statement analysis literature (Jackson, 2022; Adejumo & Ogburie, 2025).
4. Liquidity Ratios
Current Ratio = Current Assets / Current Liabilities
2025:
    Current Ratio = 147,957 / 165,631 = 0.89:1
2024:
    Current Ratio = 152,987 / 176,392 = 0.87:1


5. Quick Ratio
Quick Ratio = (Current Assets - Inventory) / Current Liabilities
 2025:
    Quik Ratio = (147,957 - 5,718) / 165,631 = 142,239 / 165,631 = 0.86:1
 2024:
    Quik Ratio = (152,987 - 7,286) / 176,392 = 145,701 / 176,392 = 0.83:1
Interpretation:
The liquidity of the business improved slightly; however, the current and quick ratios remain below 1, indicating that Apple continues to have fewer short-term assets than short-term liabilities. In general, this would be a risk factor. However, due to Apple's size and its ability to generate cash, the risk from short-term liabilities can be minimised. Olayinka (2022) states that liquidity ratios are best understood when considered in the context of operating strength.
6. Efficiency Ratios
6.1.  Asset Turnover
Asset Turnover = Revenue / Average Total Assets
Average Total Assets for 2025: (359,241 + 364,980) / 2 = 362,110.5
 2025 = 416,161 / 362,110.5 = 1.15 times
 2024 (Close Assets, Limited Previous Year Open Data) = 391,035 / 364,980 = 1.07 times
6.2.  Inventory Turnover
Inventory Turnover = Cost of Sales / Average Inventory
Average Inventory for 2025: (5,718 + 7,286) / 2 = 6,502
2025 = 220,960 / 6,502 = 33.98 times
2024 = 210,352 / 7,286 = 28.87 times



Interpretation:
Apple has shown improvement in the efficiency of utilising assets and managing inventory. Higher inventory (2025) supports Apple’s ability to utilise its assets effectively based on the strong DuPont analysis results relating to asset utilisation as presented by Song (2025).
7. Ratios That Show Apple’s Capital Structure
7.1.  Debt-to-Equity Ratio
(Total Liabilities) / (Shareholder Equity) = Debt-to-Equity Ratio.
2025 Year
(285,508) / (73,733) = 3.87 in 2025.
2024 Year
(308,030) / (56,950) = 5.41 in 2024.
Interpretation​: 
Apple showed a significant reduction in gearing (debt-to-equity ratio) during 2025 due to a decrease in liabilities and an increase in shareholder equity. Although Apple is still classified as having a highly leveraged position, it is being viewed as positive going into the future. Wu (2025) states, “With a very strong and growing level of profitability at Apple, and a high, but manageable, level of leverage, investors will find Apple attractive based on its ratio profile.”
8. Ratios That Show Apple’s Cash Flow
8.1.  Operating Cash Flow Margin
(Operating Cash Flow) / (Revenue) x 100 = Operating Cash Flow Margin
2025 Year
(111,482) / (416,161) x 100 = 26.79% in 2025.
2024 Year
(118,254) / (391,035) x 100 = 30.24% in 2024.



Interpretation: 
This ratio decreased from 2024 to 2025, even though there was a profit increase; the operating cash flow was lower in 2025 compared to 2024. Therefore, the operating cash flow conversion dropped from 2024 to 2025. This is important because financial analysis should not only consider profit-based ratios, as Ungar and Oprean-Stan (2025) stress that when analysing trends with Apple, there is a need for using sound financial treatment of data to evaluate Apple's trends, particularly when comparing financial results for accounting purposes against the market.

Reasons for Apple’s Better or Worse Performance

Apple improved their overall performance during 2025 for several reasons. The first reason is an increase of approximately 6.4% increase in their revenue due to continuing demand for their product. Apple's services revenue went from $96.169 billion to $109.158 billion. This is significant because services typically yield higher margins than hardware.
The product lines of Apple (iPhone, Mac, and iPad) all increased; this contributed to the total sales growth. Sales grew in the Americas, Europe, Japan, and the rest of the Asia Pacific, but Greater China declined from $66.952 billion to $64.377 billion. Yang and Ai (2025) indicated that Apple's earnings conference calls are dominated by persuasive language and positive framing; the financial data, however, demonstrate that growth across geographic regions was not equal.
Apple produced poor results in some segments. Operating Cash Flow is declining, suggesting that cash conversion is decreasing. Apple also increased capital expenditures from $9.447 billion to $12.715 billion, which may help to support sales growth in the future, but decreases free cash in the near term. According to Li (2025), Apple will continue to have financial strength, dependent upon continuing to maintain a balance between profitability, liquidity, and future investment.



Recommendations for Improvement and Sustainability

· Apple should continue to develop its Services segment since it creates both recurring revenue and better margins.
· Apple should improve cash conversion through tighter receivables and working capital management. The analysis considers lower cash flow efficiency a major area of weakness for Apple.
· Apple should continue to expand into markets outside of Greater China to lower regional risks.
· Regarding sustainability, Apple could invest a higher percentage of cash into supply chain resilience, low-carbon production, and circular economies.
· Supply chain management is critical to Apple's ESG performance, so financial sustainability relates to the company's relationship with suppliers and customers and profitability. More generally, including ESG into business strategy can create positive financial results (Shan, Song, and Song, 2025).
· Apple should continue R&D investment while maintaining good governance and reporting transparency. This is important because financial analyses may be misleading if exceptional items and aggressive reporting practices are not easily identifiable (Adejumo and Ogburie, 2025).
Conclusion
The ratio analysis of Apple indicates that the company was financially stronger overall in 2025 than it was in 2024. The profitability improved, efficiency improved, and leverage reduced. The greatest improvements were seen in gross profit margin, operating profit margin, net profit margin, asset turnover, inventory turnover and debt to equity.
However, the company's liquidity remained below one, and the company's operating cash flow margin deteriorated. This shows that not all components of the business improved.
Overall, using ratio analysis, Apple's financial data can be interpreted generically into a more simplified view of overall company performance. The key takeaway from this analysis is that Apple experienced increased revenues, higher margins, strengthened equity and reduced liabilities, and Apple needs to continue improving cash conversion and sustain long-term investment levels. This further demonstrates why ratio analysis remains a valuable tool for assessing a company's performance to assist in making business decisions (Jackson, 2022; Olayinka, 2022).
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