Quarterly report for Apple (1st Q 2024)


Date:
2/11/2024 (Q ending 12/23)
Percentage change in Sales from year ago quarter 2.1% ($119,575M versus $117,154) 
Percentage change in Earnings per Share from year ago quarter +16% 
Is company meeting our target sales & earnings estimates?  Yes. 
Pre-tax Profit on sales trend?   (up, even, down) Even from 2021, slightly down from 2022
Return on equity trends?  (up, even, down) Up
Debt?  (up, even, down) Up  (Apple generates high free cash flow. This Q1 it is sitting on $41B in cash)
Current P/E is 29.4 (29.7 last quarter)
Average P/E is 24.1 (up from 22.6 last quarter)
 Where does it fall in my estimated High/low range of PE's? Above average
Club cost basis for this stock is $12.77.    Current price is $188.83 (February 9, 2024)
 (from latest valuation)

Morningstar: “Apple's most important moat source to us arises from the switching costs for its ecosystem of software, driven by iOS on the iPhone. Apple enjoys terrific customer retention and satisfaction, even despite pricing its products at a significant premium to its competition. First, Apple offers software capabilities that are only available to iPhone users: iMessage messaging and FaceTime calling, AirDrop sharing, Apple Pay digital wallet, and location sharing are among the most used….
Apple boasts impressive semiconductor design capabilities with which it augments the performance of its iPhone, Mac, iPad, and Watch offerings. We see chips as the highest-value component of consumer electronics. In designing its own chips, Apple is able to customize its specific devices for performance, power efficiency, and available features. Its A-series chips for the iPhone integrate neural engines for artificial intelligence, or AI, capabilities like facial recognition and are optimized for power efficiency to deliver best-in-class battery life. … Apple's custom chip families allow for common platforms across devices and new software features that further rope in customers… Apple's chip capabilities are bolstered by a robust relationship with Taiwan Semiconductor,… this relationship enables Apple to pursue more powerful and more efficient chips ahead of its competitors. .. Our fair value estimate for Apple is $160 per share…” [Love to mid-single digit revenue growth over next 5 years] HOLD
CFRA: “We expect sales to rise less than 1% in FY 24 (Sep.) and 5%-6% in FY 25. Sales rose 2% in the Dec-Q aft 4 Q’s of Y/Y decline, led by iPhone growth of 6% while Services grew 11%. Although Macs returned to growth (+1%), on easier comps and new product launches (e.g., M3 chip), we note sharp declines from iPads (- 25%) and Wearables (-11%). We are not surprised by China declines (-13% in Dec-Q; mid-single-digit decline CC) and think it likely implies some share loss. Growth across the rest of Asia (+7%) and wealth effect in emerging regions like India, where AAPL is heavily investing, is poised to reap higher revenue. We also note AAPL’s record installed base (2.2B devices) and sustained +10% Services growth. “Our Buy rating reflects our view of AAPL’s ecosystem, high customer retention rates, improving margin profile, and expanding addressable market. Despite macro uncertainty, we think AAPL’s premium valuation is warranted given stable FCF generation, aggressive capital allocation strategy, and management’s ability to execute. We forecast further upside to average selling prices in the coming years while ongoing growth within the installed base should keep services expansion intact (e.g., advertising, gaming, bundling). Margins could offer upside ahead, on better mix and declining component costs. We like AAPL’s attractive pipeline (e.g., special computing, Apple car, health care, shift towards hardware as a service) while switcher rates remain high.  Recommends BUY … Our 12-month target of $210 
Value Line: Apple closed out fiscal 2023 on an up note (ended September 30th). Although fourth-period sales were down slightly versus the year before, they improved 9.4% on a sequential basis… We look for the positive momentum to carry into the current year…. Continued growth in higher-margin services revenues augurs well for the long-term profit outlook.. So what about Apple stock? These shares have enjoyed an impressive run in 2023, rising nearly 50% for the year to date. As a result, appreciation potential out to 2026-2028 is considerably less compelling, and most investors will want to wait for a more appealing entry point.” Relative P/E Ratio= 1.75  (Implies a Hold for stockholders)
My SSG Total Return is 7%               Projected Average Return is 5.0%
Recommending a HOLD. Apple is also a large % of MICNOVA portfolio.

What will drive future growth?  Services, new apps and integrated features on an installed base of more than 2.1 billion active devices.  Sales in emerging markets like India. (From Paul O’Mara, previous stockwatcher) “Berkshire Hathaway owns about 6% of Apple, with Warren Buffett saying, ‘It just happens to be a better business than any we (BH) own’.”
Recommend: Buy More ____, Hold_XXX________, Challenge with a better investment______, 
