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Introduction
This report examines the financial performance of Apple Inc. by evaluating highlights from its annual reports for 2022 and 2023, specifically to compare revenue, net income, and other fiscal indicators of performance. The report will then use ratio analysis to analyse the organisation for strengths, challenges, and financial condition. Finally, this report will also analyse why performance might be declining or improving and what Apple Inc. should or could do to maintain or improve its fiscal strength and sustainability in the future.
Comparison of Performance (2022 vs. 2023)
In 2023, Apple’s revenue decreased minimally from $394.33 billion to $383.29 billion, an approximate 2.8% decrease year over year. While this performance is decreasing, it is minor in nature and can likely be viewed as a short-term trend or a fluctuation in performance, rather than evidence of a long-term trend or systemic issue. Apple’s gross margin slightly improved, however, from 44.07% in 2022 to 44.12% in 2023, which indicates either Apple was more efficient in controlling its costs of goods sold or it sold more high-margin products in 2023 compared to the previous year. 
Operating income decreased approximately 4.29%, and net income decreased about 2.81%, indicating that Apple faced some pressure on the bottom line. Apple’s EPS slightly increased from $6.11 to $6.13 per share. This increase in EPS is most likely due to Apple continuing share buy backs. At the same time, Apple’s total equity increased more than 22%, and its total liabilities decreased by almost 4%, suggesting a significantly improving financial position. It has less debt and has more of its own money to work with, which is good for longer-term sustainability and investor confidence as well. 
Key Ratios
Gross Margin % 
· 2022: 43.32% 
· 2023: 44.12% 
Interpretation: either Apple got better about managing its costs or selling more products with higher margins. 
Operating Margin %
· 2022: 30.29% 
· 2023: 29.81%
Interpretation: very slight decline in operational efficiency. 
Net Profit Margin % 
· 2022: 25.31% 
· 2023: 25.30% 
Interpretation: almost no difference here, still very strong. 
Return on Assets (ROA) 
· 2022: 28.31% 
· 2023: 27.52% 
Interpretation: Apple is still highly efficient in using its assets even though there is a slight decline. 
Return on Equity (ROE) 
· 2022: 196.97% 
· 2023: 156.10% 
Interpretation: down, due to increase in equity rather than decrease in earnings, still quite good in return. 
Debt-to-Equity Ratio 
· 2022:5.96 
· 2023: 4.67 
Interpretation: Apple has reduced its exposure to debt. This will promote long-term sustainability. 
This group of ratios gives us a simple story: although Apple made a bit less in fiscal year 2023, it was essentially financially healthier and more sustainable (Young et al., 2018; Weetman, 2016). 
Why Did Apple Underperform in 2023?
The slightly decreased performance in 2023 can be explained by several key external challenges and internal strategic guidance.
· Global Economic Conditions: The global economy, in 2023, faced high inflation, increased interest rates, and slower consumer spending. As such, the economic pressure made consumers more risk adverse to spending on discretionary purchases such as buying new smart phones, laptops, and tablets. Although Apple is perceived as a more expensive brand with a loyal customer base, customers opted to simply spend less on non-essential technology upgrades or necessary living expenses. 
· Currency Rotation and Global Reach: Apple generates more than 50% of revenue from outside the United States. In 2023, the US dollar conversion remained strong against foreign currencies, which made Apple products more expensive abroad impacting the demand for Apple product purchases. An iPhone priced in dollars by Apple will cost a European or Japanese consumer much more in their own currency and will continue to think twice about upgrading. 
· Post-Pandemic: The demand for technology devices increased due to the highly reported COVID-19 pandemic, as consumers increased their purchase activity to support remote working or online learning. By 2023, many of Apple's loyal consumers owned relatively new technology capable of supporting remote working, or learning making the short-term opportunity to have consumers purchase upgrades versus previous years unachievable. In addition, the supply from vendors and loyal Apple customers were saturating the end-user consumer marketplace, especially more stable in North America or Europe markets, resulting in limited additional sales growth year over year in the hardware sales category particularly for Mac and iPad.
· Strategic Investment into Research & Development: Apple is known to innovate and to be invested substantially into R&D efforts in 2023 while the technology company continued to push forward into Apple Silicon chips as proprietary core processing components, mixed-reality headsets (Vision Pro), and advanced artificial intelligence functional capabilities. These investments are important long-term commitments toward growth, and high future upside potential but will financially absorb huge expenditures in the near-term impact. While R&D costs give rise to lower operating income in the short run, they are expected to have future benefits.
Supply Chain Uncertainties
Although there were some supply chain improvements as COVID transitioned into 2023, the vast reliance on China as a manufacturing hub for items poses potential risks to Apple. Additional concerns over US and China tensions created further uncertainty around trade, regulatory and logistical issues. If issues arise in China, Apple will suffer delays in the construction and delivery of its products at scale 
Competitive Pressures
Apple also faces fierce competition from Samsung, Huawei and other brands running on the Android OS with price-sensitive markets feeling the pressure from competitors continuously launching devices with robust performance at a fraction of Apple’s cost. This kind of price competition can take sales away from Apple and demonstrate that customers can be sensitive to value-associated prices when it comes to spending.
Recommendations for Apple
· Grow the Services Business: Apple has several services such as Apple Music, iCloud, Apple TV, Apple Arcade, or Apple Pay, that do not rely on hardware sales and are ultimately recurring income. The services business had the potential to continue growing and high profit margins in 2023, and Apple should continue to invest in it to secure revenue stream. Apple can expand its global subscriptions, inclusive of services bundling and local pricing (Gao, 2021).
· Diversify Manufacturing: Apple has a high supplier base coding from China. While China has advanced infrastructure and labour, it also presents geopolitical risks. Apple should step up its efforts to set up manufacturing in alternative countries (such as India, Vietnam, and Mexico). A diversified supply chain reduces reliance on one geographic area and improves long-term stability, especially in the case of a global crisis, trade wars, or a pandemic.
· Target Emerging Markets: India, Southeast Asia, Africa, and parts of South America are significant, fast-growing markets for which Apple may have low market share. Apple can improve its market presence with region-specific pricing, instalment plans, or through local telecommunications partnerships. For instance, entry-level iPhones or refurbished models can energise and potentially grow the market, offering an inexpensive option for those less willing to pay up for Apple’s premium price point, without compromising its position as a luxury brand.
· Building on Environmental Commitments: Apple is already a pioneer for companies focusing on sustainability, but it could do more. Using more recycled materials, improving operational energy utilisation energy efficiencies, and reaching zero carbon goals along Apple’s supply chain would both improve the environmental footprint and align with considerations for ESG investment (Walls et al, 2012). 
· Use Data Analytics to Improve Efficiency: Apple collects enormous amounts of data as part of its eco-system. By continuing to improve predictive analytics, Apple could improve their demand forecasts, save on inventory costs, and offer more personalised experiences for customers. For example, by examining purchasing patterns, Apple can know when users are most likely to upgrade and can prepare their marketing to align with that (Zhang 2025).
· Reduce Prices of Mid-Range Devices; While Apple traditionally focuses on premium devices, they would add value by launching more mid-range devices that would appeal especially to emerging or developing markets. Devices like the iPhone SE have shown a clear demand for lower prices. More mid-level devices would allow Apple to grab more market share and not heavily contribute to the diminishment of a premium brand.
· Continue to Innovate in Wearables and Health: The Apple Watch and health related secondary functions (e.g., ECG, blood oxygen measurement, fitness analysis) also appear to grow in popularity. In addition, an expanded health / wellness ecosystem for their products across a variety of devices would create new revenue opportunities.
Conclusion
Apple's financial discipline remained solid in 2023 despite a small decline in revenue and net income. Apple improved its gross margin, increased the diluted EPS slightly, and significantly improved its balance sheet by reducing liabilities and increasing equity. Apple clearly demonstrated strong financial management in uncertain times. The ratio analysis demonstrates that overall, Apple's firm level operations remain stable. Key measures of profitability (e.g. gross profit, net profit margin) remain strong, and Apple continues to demonstrate excellent returns on equity even as shareholder funds have increased. 
These ratios show Apple's core business continues to be highly profitable and efficient (Ohlson, 1995; Ross, 2016). As mentioned above, Apple is dealing with external challenges related to inflation, currency movement, global politics and market saturation. Although it appears there are short-term issues related to performance these items must be addressed essentially to the extent that the company continues to use diversification of revenue, income from manufacturing shift, innovations and some level of sustainable social practices to create results in customer loyalty and remain competitive.
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