Ratio Analysis – Apple Inc.
This report provides an analysis of Apple's liquidity, profitability, leverage, and efficiency ratios.
Liquidity
Since 2020, Apple's current ratio, quick ratio, and cash ratio have all declined, signaling potential liquidity challenges. In 2022, Apple's current assets fell below its current liabilities, and its working capital as a percentage of sales also decreased. Additionally, the decline in Apple's liquid assets relative to its current liabilities raises further red flags. Moreover, the reduction in Apple's defensive interval suggests that the company has fewer days to operate using only its liquid assets to cover operating expenses. Despite these liquidity concerns, Apple’s net trading cycle has been decreasing and is negative, indicating the company’s efficiency in converting inventory into cash quickly.
	Liquidity Ratios
	2022
	2021
	2020

	Current ratio
	0.88
	1.07
	1.36

	Quick Ratio
	0.50
	0.71
	1.02

	Cash Ratio
	0.15
	0.28
	0.36

	Defensive Interval
	693.77
	995.45
	1,415.25

	Inventory Days
	8.08
	11.28
	8.74

	Payable Days
	104.69
	93.85
	91.05

	Receivable Days
	26.09
	26.22
	21.43

	Net trading cycle
	(70.52)
	(56.36)
	(60.87)

	Working Capital as a % of Sales
	-4.71%
	2.56%
	13.96%














Profitability
In 2022, Apple's gross margin, EBITDA margin, EBIT margin, and net margin have all increased compared to 2020, indicating a strong ability to generate profits.
	Profitability Ratios
	2022
	2021
	2020

	Gross margin
	0.43
	0.42
	0.38

	EBITDA margin
	0.33
	0.33
	0.28

	EBIT margin
	0.30
	0.30
	0.24

	Net margin
	0.25
	0.26
	0.21





Leverage
Apple's debt to equity, debt to total assets, and long-term debt to capital ratios have all increased since 2020, indicating a rise in the company's debt levels. However, the times interest earned ratio has also improved, signaling Apple's enhanced ability to cover its interest obligations.
	Leverage Ratios
	2022
	2021
	2020

	Debt to equity (D/E)
	5.96
	4.56
	3.96

	Debt to total assets
	0.86
	0.82
	0.80

	Long-term debt to capital
	1.95
	1.73
	1.51

	Times interest earned
	40.75
	41.19
	23.07

	Debt coverage
	5.66
	6.98
	4.81













Efficiency
In 2022, Apple's total asset turnover and fixed asset turnover ratios improved, indicating more efficient use of both total and fixed assets. However, the inventory turnover ratio declined. Despite this, the return on equity (ROE) and return on capital employed (ROCE) both increased, signaling that Apple is using its capital, including equity, more efficiently to generate profits.
	Efficiency Ratios
	2022
	2021

	Total asset turnover
	1.12
	1.08

	Fixed asset turnover
	9.67
	9.60

	Inventory turnover
	38.79
	40.03

	Return on assets (ROA)
	0.28
	0.28

	Return on equity (ROE)
	1.75
	1.47

	Return on capital employed (ROCE)
	0.56
	0.49




Efficiency

Return on equity (ROE)	
2021	2022	1.4744333444938449	1.7545929220653644	Return on capital employed (ROCE)	
2021	2022	0.49074247157203438	0.56299169915200309	



Liquidity

Current ratio	2020	2021	2022	1.3636044481554577	1.0745531195957954	0.87935602862672257	Cash Ratio	2020	2021	2022	0.36071049035979963	0.27844853005634318	0.15356340351469652	Quick Ratio	2020	2021	2022	1.0158550933657204	0.70860927152317876	0.49673338442155579	Working Capital as a % of Sales	2020	2021	2022	0.13959528623208203	2.557289573748623E-2	-4.711052727678481E-2	





Defensive Interval	
2020	2021	2022	1415.254056207446	995.4514921939699	693.77301756914596	


Net Trading Cycle

Net trading cycle	
2020	2021	2022	-60.872869206641553	-56.355166632892512	-70.521753872831582	


Profitability

Gross margin	
2020	2021	2022	0.38233247727810865	0.41779359625167778	0.43309630561360085	EBITDA margin	
2020	2021	2022	0.2817478097736007	0.32866979938056462	0.3310467428130896	EBIT margin	
2020	2021	2022	0.24147314354406862	0.29782377527561593	0.30288744395528594	Net margin	
2020	2021	2022	0.20913611278072236	0.25881793355694238	0.25309640705199732	


Leverage

Debt to equity (D/E)	
2020	2021	2022	3.9570394404566951	4.5635124425423994	5.9615369434796337	Debt to total assets	
2020	2021	2022	0.79826668477992391	0.82025743443057308	0.85635355983614692	Long-term debt to capital	
2020	2021	2022	1.5100782075024104	1.729370740212395	1.9529325860435744	


Times Interest Earned

Times interest earned	
2020	2021	2022	23.072746258266619	41.190548204158787	40.749573524394407	

