
APPLE INC. (NASDAQ:AAPL)

RECOMMENDATION:HOLD

Apple Inc. designs, manufactures and markets mobile communication and

media devices, personal computers and portable digital music players. The

company sells a range of related software, services, accessories, networking

solutions, and third-party digital content and applications. The company's

segments include the Americas, Europe, Greater China, Japan and Rest of

Asia Pacific. Its products and services include iPhone, iPad, Mac, iPod, Apple

Watch, Apple TV, a portfolio of consumer and professional software

applications, iPhone OS (iOS), OS X and watch OS operating systems, iCloud,

Apple Pay and a range of accessory, service and support offerings.

FUNDAMENTAL/TECHNICAL OVERVIEW

Apple announced its financial results for the first quarter (FY2020), ended

28 December 2019 on Tuesday, 28 January 2020. The group reports that

this quarter has been its biggest quarter as yet, setting new all-time records

in both revenue and earnings. The group managed to achieve these results

despite a loss of $1 billion due to foreign exchange rates.

The group’s quarterly revenue increased by 8.9% from $8.4 billion (2019:

Q1) to $9.1 billion (2020: Q1). Apple had exceeded its guidance in terms of

this revenue, which is a significant change from the first quarter ended

31 December 2018, where they decreased their expected revenue due to

weakness in China. Revenue also outperformed the Refinitiv consensus

estimate by 3.4%. Apple expects revenue to be between $63 billion and

$67 billion for the second quarter of 2020, and gross margins of between

38% and 39% are expected.

When considering the different categories in which Apple earns revenue,

there was a decline of 3.5% in the revenue from Mac, while iPad revenue

declined by 11.2%. The group attributes these declines in comparison to the

first quarter of 2019 to the release of the MacBook Air, Mac mini and iPad

Pro during December 2018. The group reported an increase of 7.7% in

iPhone revenue, and Services revenue grew by 17% from the previous

period. Wearables, Home and Accessories revenue outperformed all other

categories, and grew by 37% from the first quarter of 2019. Wearables set

an all-time high in nearly every market around the world and the product

category is now the size of a Fortune 150 company. November 2019 saw the

launch of Apple’s new Research app, which endeavours to put users’ health

into their own hands. This app allows customers in the USA to enrol in 3

multiyear health studies in association with leading academic and research

institutions. These studies include the Apple Women’s Health Study, the

Apple Heart and Movement Study and the Apple Hearing Study.

The board returned approximately $25 billion to shareholders during the

December 2019 quarter. During this quarter, the company repurchased

70.4 million shares of its common stock for $20 billion, including

30.4 million shares initially delivered under a $10 billion accelerated share

repurchase arrangement. Dividend per share for Q1 remained at $0.77

(2018: $0.77). Diluted earnings per share had increased by 19% to $4.99

(2019: Q1 $4.18). Apple’s share price reacted positively and has increased

by more than 4% since Tuesday’s close. As at the time of writing, Apple

traded on a trailing price to earnings of 27.36 and a dividend yield of 0.95%.

The deployment of 5G could create a tailwind for Apple going forward. In

contrast, the current global uncertainty relating to the Coronavirus could

pose a risk for the company.
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Valuation Ratios**

Period P/E P/SALES EV/EBITDA

Last Twelve Months 26.80x 5.4x 18.3x

Current Year 23.64x 5.0x 17.2x

Next Year 20.80x 4.6x 15.9x

SHARE INFORMATION

Sha re Code AAPL

Industry Computers , Phones  & Household El ectronics

Sector Information Technology

Ma rket Capi ta l  (USD m) 1,421,915

Current Pri ce  (USD) 324.34

Consensus  1yr Target Pri ce  ** 350.00

Pri ce - 52 Week High: 327.85

Pri ce - 52 Week Low: 160.23

Dividend Yi eld 0.95%

Beta 5 Year 1.30

SHARE PRICE PERFORMANCE**
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Net cash flow from operations increased by 14% in the first

quarter of 2020, year-on-year.

Apple’s price to book is at 15.63, which is more than one

standard deviation above the long-term average of 6.73.

The spread between the return on invested capital (ROIC) and

the weighted average cost of capital (WACC) has increased to

15.69%.

Apple’s dividend yield is at 0.95%, which is more than one

standard deviation below the long-term average of 1.67%.

The Group reported a positive ROE of 55.47% for the first

quarter of 2020.

The company’s trailing PE is at 27.36, which is well above the

long-term average of 15.95.
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Disclaimer:

This publication has been issued by PSG Wealth Old Oak and does not represent the official PSG Wealth view. It is confidential and issued for the information of clients only. It shall not be reproduced in

whole or in part without our permission. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law. This publication is not to be construed as providing investment services in any

jurisdiction where the provision of such services is not permitted. It is provided for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security, and we

have no responsibility whatsoever arising here from or in consequence hereof. The user assumes the entire risk of any use made of this publication. Any decision to purchase securities mentioned in this

publication must take into account existing public information on such security or any registered prospectus. The information contained herein has been obtained from sources which and persons whom we

believe to be reliable but is not guaranteed for accuracy, completeness or otherwise. Opinions and estimates constitute our judgement as of the date of this material and are subject to change without notice.

This publication does not attempt to identify the nature of the specific market or other risks associated with an investment. Leveraged /Geared positions in securities have the ability to accentuate the

profit/loss made on investments. Geared /Leveraged positions are not recommended based on the information contained in this publication. Securities, financial instruments or strategies mentioned herein

may not be suitable for all investors and investors must make their own investment decisions using their own independent advisers as they believe necessary and based upon their specific financial situations

and investment objectives. Certain investments/recommendations may have tax implications for private customers. Investors should seek advice from a tax advisor before acting on information contained in

this publication. The securities described herein are subject to fluctuation in price and/or value and investors may get back less than originally invested. Past performance is not indicative of future results.

The employees responsible for the production of this report may from time to time own securities mentioned herein.

Analyst Certification:

The research analyst who prepared this report certifies that the view expressed herein accurately reflect the research analyst’s personal views about the subject security and issuer and that no part of his 

compensation was, is or will be directly or indirectly related to specific recommendations or views contained in this report.

Apple's 52-week high/low is $327.85/$164.53 respectively, currently trading at $324.34 per share. The company's year to date

performance is 10.45% and the stock at the time of writing, was trading well above its 50-day and 200-day moving averages. The 200-

day moving average, currently at $318.19, could provide short-term support. The all-time intra-day high of $327.85 could act as a

resistance level, should the share gain further upside momentum.
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