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Introduction  
Apple is the largest information technology company in the world. Though it is now instantly 

recognizable as a household name, it started out with humble origins. Founded in 1976 by Steve Jobs and Steve 

Wozniak, Apple Computers, Inc. began in Jobs’ garage. They had the goal of making computers accessible and 

user-friendly, a value which carries on to this day. Throughout decades of innovation and groundbreaking 

technological advances, the company has weathered many challenges and endured. This relatively stable and 

consistently growing company offers outstanding investing prospects, which rewards investors with 

excellent return and dividends. Apple’s core line of smartphones, tablets, computers, accessories, and 

services have become synonymous with the shaping of society in the 21st Century. C Tim Cook’s goal of 

continued innovation and elegant design will certainly give Apple a grounded position for competitive growth, 

even in the unpredictable future.  

Key Statistics 

Investment Recommendation 
 We propose buying Apple stocks for our investment portfolio. The company has offered significant 

growth for many years, with a 47.79% year-to-date return, compared to 2.46 % for the S&P 500 Index. We have 

missed a great opportunity by not owning Apple shares, so to our knowledge, Apple is a wise investment. Apple 

is the largest individually weighted component of the S&P, at 7.3%. This shows how remarkably well the 

company has done compared to the total market. Once shares are bought, we will likely want to hold them 

long term, due to the promising outlook and reliable past growth. 

Investment Thesis  
The Information Technology industry has grown at breakneck pace recently, and it may indicate a 

bubble. This evidence shows that more conservative investing would be a wise decision in case the bubble 

bursts. Apple has had a high return on equity of 45.1% for the last 5 years. Since Apple is a large company, it 

has room for a dividends to increase in coming years. It increased its dividends 16% in 2018, 5% in 2019, and 

6% in 2020. Stable dividend growth can offset market fluctuations with passive income. 

Market Cap $1,850B Headquarters Cupertino, CA 

Dividend Yield 0.8% Employees 137,000 

Current Share Price $108.14 CEO Tim Cook 

Target Price $123.57 COO Jeff Williams 

Long Term Growth Rate 11.6% CFO Luca Maestri 



The company had a stock split of 4-for-1 on August 28, 2020, which made the shares much more 

affordable for investors. Apple also posted 11% revenue growth year-over-year for the third quarter, despite 

the pandemic. The services part of Apple has seen large growth of 15% in the last year. This segment of the 

business has a higher profit margin than hardware. The most recent dip and fluctuation in the market has 

brought Apple’s stock price to a lower point than it has been. This is not highly alarming, however, given the 

company’s consistent high growth and outstanding performance.  

Apple has consistently outperformed the S&P 500 for years. Normally when companies offer higher 

returns, they also give investors significantly higher risk. This is not the case for Apple, however. The beta is 

only 0.98, which is much lower volatility than the Information Technology industry’s average beta of 1.17 

(FinBox.com). This solid growth from Apple will be great asset to our portfolio.  

  

  

Valuation   
For this model we used market estimates created by Morgan Stanley, using the growth rate they 

estimated in June 2020 and projecting from today’s date (they estimated a base case level of growth of 8.46% 

from June 2020 and I am using a base case level of growth of 8.46% starting on November 2nd 2020). We 

modified the start date on their models because there was a 15.4% growth rate on the S&P 500 from June to 

September 2020 which left little room for growth if we started the models in June.  

P/E Multiples Model:  

We estimated the bear case for the coming year to be -22.66% growth of the S&P 500. With this data 

we find that with a bear market the target price would be $87.01. With a base case market (a return of 8.46%) 

Apple would end the year with a price of $122.02. And a bull market our final projection is $131.62.  

We also evaluated P/CF, to ensure that Apple could continue to pay dividends on a regular schedule 

and continue to reinvest in the company. With the same assumptions we found that the bear case would be 

$86.81, base case would be $121.73, and with a bull market the target price is $131.32.  

These valuation methods created nearly the same values, so we used the discounted cash flow method 

as another way to estimate earnings. Using the estimated cash flows on FactSet we were able to find a share 

price of $134.26. This gives us a return of 23.43% versus the current market price of $108.77. This creates a 

price target between $86.61 and $134.26 for the coming year.  



SWOT Analysis  

Strengths:  
Highly Valuable Brand Name: Apple is well-renowned for its products and legacy of innovation, particularly in 

the computer market, advent of the most iconic smartphone, and the tablet and wearables industry. It has 

been ranked as the most recognizable brand in the world for nearly a decade.  

Customer Loyalty: Many customers believe Apple products are superior and buy them exclusively. This gives 

Apple a steady stream of consistent customers who look for updated products frequently. Apple has a nearly 

75% retention rate in the smartphone industry, which is significantly higher than competitors such as Samsung, 

LG, and Motorola.  

Research: Apple’s research team is very keen on testing the marketplace for products and features it wants 

most. As 5G service becomes more mainstream, Apple will embrace changes and capitalize on them. 

Weaknesses:  
Expensive Products: Apple products generally carry high price tags compared to those of competitors. This can 

become a barrier for those of a lower socioeconomic background and customers in developing countries, which 

limits the impact Apple can have on the total market.   

Lack of Innovation: Apple has not released anything groundbreaking for many years, which has lowered 

excitement over the company’s recent outputs. Many question if this trajectory will continue, or if Apple can 

regain its innovational spirit and reputation again.  

Limited Product Line: The bulk of Apple’s sales come from a very slim offering of products. The iPhone alone 

accounts for over half of the company’s sales. This lack of product diversity can be a challenge if the market’s 

demand for products changes.  

Opportunities:   
Services: Apple has seen significant growth in its services offerings. Although services accounted for 18% of 

total revenue, it also brought in 30% of the gross margin. These services offer great growth potential for Apple 

as the company continues to mature with a large client base.  

Product Diversification: Since Apple has such a limited product line currently, this leaves plenty of room to 

expand horizons. Apple has a great amount of cash reserves and can afford to take new risks with the potential 

of outstanding return if new innovations are made.  

Distribution Networks: Apple is very selective in which retailers can distribute and sell its products. This has 

imposed a limit on customers’ ability to access products in the past. If Apple works to expand its distribution 

networks, it could offer great growth potential.  

Threats:  
Economic Instability: As with the whole market, the turbulence due to the Coronavirus has presented many 

challenges. This has caused great shocks to both supply and demand, restricting both. Hopefully when a vaccine 

is available, the market can once again return to a period of more steady growth.   



Competition: For years, Apple has commanded the most premium position among its product lines. Many 

competitors have been highly innovative and caught up quickly and even surpassed Apple products in certain 

technological aspects.  

The Chinese Market: US imposed tariffs on Chinese markets are driving costs up, which will either need to be 

passed on to customers or cut into Apple profits. Sales have also declined in China as it loses market share to 

lower-priced options from Huawei and Xiamoi.  

 

Ownership of Shares 
Investor Type in Apple  %OS  Pos (000)  

Investment Advisor  34.65            6,007,417   

Mutual Fund Manager  17.25            2,990,647   

Private Banking  3.19               553,501   

Pension Fund Manager  2.16               373,904   

Sovereign Wealth Manager  1.21               208,979   

Hedge Fund Manager  0.82               143,050   

Total  59.28          10,277,498   

(Table 1: FactSet)  

  

Rank  Institutions  %OS  Position (000)  Activism  

1  The Vanguard Group, Inc  7.12        1,235,167   Very Low  

2  Berkshire Hathaway, Inc (Investment Management)  5.66            980,622   Low  

3  BlackRock Fund Advisors  4.32            749,722   Medium  

4  SSgA Funds Management, Inc  4.09            709,057   Very Low  

5  Fidelity Management & Research Co. LLC  2.03            352,098   Very Low  

   Total  23.22        4,026,666      

(Table 2: FactSet)  

  We can see from Table 1 that 59.28% of shares are held by institutional investors, with investment 

advisors holding most of those shares. The top 5 institutional holders hold a total of 23.22% of shares 

outstanding. The top 10 institutional investors are held by financial institutions, instead of companies in 

related industries.  



Management 
Apple’s senior management team has had little turnover and almost all the senior management have been in 

their positions for at least 7 years. Apple uses Profit & Loss management styles to limit the amount that short 

term profits affect product design. This system gives power to technical experts instead of general managers 

and increases focus on adding value to products.  

• Tim Cook has been the CEO since 2011, when one of the original founders died. He has worked for 

Apple since 1998 and he was the COO for 13 years.  

• Jeffery Williams has been the COO for 9 years but has been at the company for 22. He was the 

Corporate Officer before he became the COO. He has an undergraduate from North Carolina State 

University and received an MBA from Duke University.  

• Luca Maestri is the CFO and the Senior Vice President. He has worked as the CFO for Xerox Corp, Nokia, 

General Motors. He started at Apple in March 2013.  

Peer Analysis  
Competition is high in the Information Technology industry, as various companies strive to be leaders 

of innovation. Apple is in a great position compared to key competitors in many aspects but should not rely 

merely on its past successes to define its future. Where Apple most notably stands out is the premium nature 

of its products and services. Known for dependability, performance, and ease of use, iPhones and Macs 

distinguish themselves clearly among a large swath of Android phones and PCs. Because of this, Apple has 

much higher brand loyalty than competitors such as Samsung, Motorola, and LG. This ensures that customers 

are likely to come back for new products and support income generation by utilizing services, which have a 

high profit margin of 63.7%.  

Apple has had a sales growth of 5.5% and net income growth of 3.9% from September 2019 to 

September 2020, despite the Coronavirus outbreak severely disrupting the market during this period. Apple 

outshines competitors, particularly in Return on Equity, as shown in the chart below. Apple has also seen 

growth and consistency in the smartphone market share in recent years, as shown below. 

 

 

 

 

 

 

 

 

Company ROE 

Apple 73.70% 

Microsoft 41.40% 

Alphabet 17.50% 

Samsung 9.40% 

Logitech 46.70% 



Sources:  
https://www.garyfox.co/apple-swot-analysis/  

https://bstrategyhub.com/swot-analysis-of-apple-apple-swot/  

https://finbox.com/NASDAQGS:AAPL/explorer/beta  

https://my.apps.factset.com/navigator/company-security/ratios/AAPL-US  

https://www.investopedia.com/apple-s-5-most-profitable-lines-of-business-

4684130#:~:text=Services%20and%20Wearables.%22-

,Services,of%20the%20company's%20product%20sector.  

https://hbr.org/2020/11/how-apple-is-organized-for-innovation 

https://markets.businessinsider.com/news/stocks/stock-market-outlook-sp500-will-gain-june-2021-morgan-

stanley-2020-6-1029308998# 
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