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LT Debt $53204 mill.

CAPITAL STRUCTURE as of 12/26/15
Total Debt $62963 mill. Due in 5 Yrs $20000 mill.
LT Interest $2000 mill.

(29% of Cap’l)

No Defined Benefit Pension Plan
Pfd Stock None

Common Stock 5,544,583,000 shs.
as of 1/8/16

Market Cap: $592 billion (Large Cap)

Leases, Uncapitalized Annual rentals $772 mill.
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BUSINESS: Apple Inc. is one of the world's largest makers of PCs
and peripheral and consumer products, such as the iPod digital
music player, the iPad tablet, the iPhone smartphone, and the
“Apple Watch,” for sale primarily to the business, creative, educa-
tion, government, and consumer markets. It also sells operating
systems, utilities, languages, developer tools, and database soft-

ware. As of September 26, 2015, Apple operated a total of 463
retail outlets, with lease terms ranging from five to 20 years. R&D:
3.5% of '15 sales. Has about 110,000 employees. Off./dir. own less
than 1.0% of common; Vanguard, 6.0%; BlackRock, 5.7% (1/16
Proxy). CEO: Tim Cook. Inc.: CA. Addr.: 1 Infinite Loop, Cupertino,
CA 95014. Tel.: 408-996-1010. Internet: www.apple.com.
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Apple shares have remained in a hold-
ing pattern since our last full-page
report in January. The stock continues
to be inexpensive on a P/E basis, trading
at less than 12 times forward earnings.
But the attractive valuation has done
little, it seems, to lure investors. Part of
this reluctance to commit new funds may
be due to the tech giant's dispute with the
government over iPhone encryption and
customers’ privacy rights. Indeed, the dis-
agreement has given rise to some unfavor-
able press about the company in recent
weeks. Still, we do not see the encryption
case having a material impact on Apple.
What's more of a concern, we think, is the
growth trajectory of the company.

Recent results have been mixed. Share
net of $3.28 for the first quarter of fiscal
2016 (year ends September 24th) was
roughly in line with our $3.35 call. The top
line was on the light side, however, hurt
by currency headwinds and tough macro-
economic conditions in China and else-
where overseas. And still-limited visibility
on the international front, where Apple
does about two-thirds of its business, may
well contribute to some lingering revenue

softness. iPhone sales, meanwhile, have
cooled off a bit lately, climbing just 0.4%
during the December interim. This also
suggests that results will probably hit a
near-term soft patch. That said . . .

The smartphone franchise ought to
return to a healthier expansion mode
later in the year. Growth should be
fueled by the new smaller-format device,
the iPhone SE, and the rollout of the next-
generation iPhone 7 line (expected for the
holiday season). Additionally, the iPhone
should be able to gain further market
share at the expense of Android products.
And there still appear to be plenty of in-
roads to be made in emerging countries.
Elsewhere, new services businesses (e.g.,
Apple Pay, Apple Music, and Apple TV)
will likely grow in importance, offsetting
weakness in the iPad line and slower Mac
sales. All told, after what will probably be
a flattish fiscal 2016, share net ought to
advance at a double-digit clip next year
and reach $13.75 by 2019-2021.

We like this issue as a core holding,
and encourage investors to take ad-
vantage of the current entry point.
Justin Hellman April 1, 2016

(A) Fiscal year ends last Saturday in Septem-

ber. (B)

Diluted earnings. Quarters may not

add to total due to rounding. Excludes non-

recurring gains: '00, 3¢; '01, 1¢; '05, 2¢; loss:

'02, 1¢. Next earnings report due late April. (C) | dend policy adopted 3/12.
In mill., adjusted for splits. (D) Depreciation on | made in February, May, August, and Novem-
accelerated basis. (E) Includes intangibles. In

2015, $9009 mill., $1.61 a share. (F) New divi-
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