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CAPITAL STRUCTURE as of 9/26/20
Total Debt $112436 mill. Due in 5 Yrs $55000

LT Interest $4500 mill
(60% of Cap’l)

No Defined Benefit Pension Plan
Pfd Stock None

Common Stock 17,002 mill. shs.
as of 10/16/20

MARKET CAP: $2.1 trillion (Large Cap)
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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: 6.8% of 20 sales. Has
approximately 147,000 employees. Off./dir. own less than 1.0% of
common stock; Vanguard, 7.7%; BlackRock, 6.8% (1/20 Proxy).
CEO: Tim Cook. Inc.: CA. Addr.: One Apple Park Way, Cupertino,
CA 95014. Tel.: 408-996-1010. Internet: www.apple.com.
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Apple stock, among the tech stand-
outs during the COVID-19 pandemic,
remains on a major roll. In fact, the
Dow component, up roughly 65% year to
date, has tacked on another 6% in value
since our last full-page review in Septem-
ber. There was some modest profit-taking
on the heels of the company’s earnings
release for the fourth quarter of fiscal 2020
(ended September 26th), with investors
seemingly concerned about a lack of guid-
ance from management and a slowdown in
the cash-cow smartphone franchise.
(iPhone revenues fell 21% in the period, to
$26.4 billion.) The pullback proved to be
short-lived, however. Rather than focus on
the temporary smartphone softness . . .

The bulls instead pointed to strength
across the company’s broader, and in-
creasingly diverse, ecosystem. Notably,
iPad and Mac sales were quite brisk dur-
ing the September stanza, rising 46% and
29%, respectively, as the company
garnered benefits from prevailing work-
from-home trends. The wearables category
continued to shine, led by good headphone
demand (AirPods and Beats) and traction
from the new Apple Waich Series 6

devices. And the high-margined services
business, including everything from App
Store sales to the iCloud storage and Ap-
ple Music offerings, maintained its recent
momentum, growing revenue 16%, to over
$14.5 billion. In the meantime . . .

The popularity of the iPhone 12 col-
lection, which launched in October,
should bolster the handset operations
in the coming periods. The latest
iPhones, which feature an OLED display
and long-awaited 5G support, have been
hot sellers ahead of the year-end holidays.
And we think they’ll continue to perform
well through fiscal 2021, especially as Ap-
ple woos new enterprise customers and the
nation’s 5G infrastructure is further built
out. With this in mind, we are optimistic
that share net will rally 25% this year, to
$4.10. Profits should still reach around
$6.50 a share by 2023-2025, too, with a
deeper push into services and emerging
geographies likely to lead the charge.
There’s a lot to like here, but the full
valuation suggests that new commit-
ments to this high-quality name are
best deferred, at least for now.

Justin Hellman December 25, 2020

(A) Fiscal year ends last Saturday in Septem-

ber. (B)

Diluted earnings. Quarters may not

add to total due to rounding/changes in the
share count. Next earnings report due in late
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