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BUSINESS: Apple Inc., established in 1977, 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 smart-
phone, and the Apple Watch, for sale primarily to the business,
creative, education, government, and consumer markets. It also
sells operating systems, services like iCloud storage and Apple

Pay, and a host of digital content from the popular iTunes store and
other portals. Research and development: 5.1% of '17 sales. Has
approximately 123,000 employees. Off./dir. own less than 1.0% of
common stock; Vanguard, 6.6%; BlackRock, 6.3% (12/17 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 stock has continued to power
ahead in recent months, pushing the
company’s market cap past the $1 tril-
lion mark. The shares have benefited
from strength in the tech sector (the Nas-
dag Composite has handily outperformed
the S&P 500 Index this year), and from
the backing of legendary investor Warren
Buffett (Berkshire Hathaway owns rough-
ly 5% of the Silicon Valley giant). But Ap-
ple is also executing very well under CEO
Tim Cook’s leadership. And . . .

The company continues to post re-
sults ahead of Wall Street's expecta-
tions, suggesting that there are still
many chapters to come in this historic
growth story. For the third quarter of fis-
cal 2018 (year ends September 29th), earn-
ings surged a better-than-anticipated 40%,
to $2.34 a share, thanks to solid sales of
the ultrapremium iPhone X. Demand for
this top-of-the-line product has driven up
the average selling price (ASP) of the com-
pany’s smartphones, even as overall unit
sales have cooled a bit. And we think that
ASPs will continue to trend higher in the
coming periods, as the company ramps up
production of its just-announced devices,

the iPhone XR (starting at $749), iPhone
Xs ($999), and iPhone Xs Max ($1,099).
The upgraded Apple Watch series, mean-
while, which features heart monitoring
and other useful health-oriented apps,
promises to be a big hit, with that fran-
chise now serving a much-larger addres-
sable market. And the company's high-
margined services business, which grew
28% in the June quarter, should continue
to chug along, led by the Apple Pay digital-
wallet platform. All in all, given the mo-
mentum and the company’'s aggressive
stock-buyback program, we see share net
climbing 27% in fiscal 2018 (to $11.70) and
another 17% in the year ahead (to $13.70).
Further out, profits of $22.00 a share ap-
pear achievable by 2021-2023, particularly
as the company garners benefits from con-
tent investments that are meant to help it
better compete with Amazon and Netflix.
We continue to like this timely Dow
component for both short- and long-
term investors. There may be some vola-
tility here, however, with the ongoing
trade dispute between the U.S. and China
being the major headline risk.

Justin Hellman September 28, 2018

(A) Fiscal year ends last Saturday in Septem-

ber. (B)

Diluted earnings. Quarters may not

add to total due to rounding. Excludes non-

recurring gain: '05, 2¢; loss: '02, 1¢. Next earn-
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ings report due late October. (C) In mill., ad-
justed for splits. (D) Depreciation on ac-
celerated basis. (E) Includes intangibles. In
2017, $8015 mill., $1.56 a share. (F) New divi-

dend policy adopted 3/12.

ber.

made in February, May, August, and Novem-
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