Interpreting the Results of Apple Inc. (2020–2022)
Executive Summary
· Financial Performance: From 2020 to 2022, Apple Inc. demonstrated strong financial health across profitability, solvency, and asset utilisation metrics.
· Liquidity Challenges: A gradual decline in liquidity ratios due to increased current liabilities signals potential short-term financing challenges.
· Profitability Growth:
· EBIT and EBITDA surged by approximately 80%, highlighting Apple's effective revenue scaling and cost control.
· Asset efficiency, with improvements in total asset turnover and inventory turnover ratios, underscored Apple’s operational resilience.
· Debt Management:
· Apple’s high Times Interest Earned (TIE) ratio indicates strong earnings capacity relative to interest expenses.
· Strategic debt management provided financial leverage that positions the company for sustained growth.
· Service Revenue and Innovation: Service revenue growth and increased R&D investments reflected Apple’s commitment to innovation and market diversification.
Liquidity Ratios
Between 2020 and 2022, Apple Inc. experienced shifts in liquidity as current liabilities increased each year. This growth in liabilities led to a gradual decline in key liquidity ratios (current, quick, and cash ratios), suggesting potential challenges in meeting short-term obligations.

Figure 1: Apple's Liquidity Ratios
A closer look at the Defensive Interval—which measures Apple’s ability to cover operating expenses using liquid assets—reveals a significant drop from 1,300.2 days in 2020 to 914.7 days in 2022. This trend indicates that while Apple’s liquid assets remained strong, they were increasingly deployed toward operational costs.
The Net Trading Cycle, a measure of the time cash is held before paying suppliers, extended across these years. While Apple managed to turn over inventory faster, the increased receivables period and delayed supplier payments prolonged the cycle. This extension suggests longer cash conversion periods, which may impact cash flow timing for operational expenses. Consequently, Working Capital increased, highlighting Apple’s reliance on supplier funding to cover short-term obligations, a beneficial strategy that enhances operational flexibility.

Figure 2: Apple's Net Operating Cycle
Profitability Ratios
Throughout this period, Apple demonstrated solid profitability with stable Gross Margin (43.3% in 2022) and Net Margin. All major profitability metrics—Gross Margin, EBITDA Margin, EBIT Margin, and Net Margin—showed stability, reflecting effective cost control relative to revenue.
· EBIT and EBITDA surged by approximately 80% over three years, highlighting Apple’s capacity to scale revenues while containing costs.
· Net Income rose from $57,411 million in 2020 to $99,803 million in 2022, indicating strong growth. 

Figure 3: Post-Expense Earnings (2020-2022)
Notably, Earnings per Share (EPS) increased from $3.3 in 2020 to $6.2 in 2022, reinforcing Apple’s capacity to generate shareholder value.


Solvency/Debt Management Ratios
Apple’s Debt/Equity Ratio climbed from 1.6x in 2020 to 2.2x in 2022, primarily due to short-term debt obligations. Apple’s use of leverage indicates strategic borrowing to support growth initiatives. However, Debt to Total Assets and Long-Term Debt to Capital remained stable, indicating balanced long-term debt levels.
· The Times Interest Earned (TIE) ratio was extremely high in 2021 at 422.3x and slightly decreased to 357.6x in 2022. This high figure indicates ample earnings to cover interest expenses.
· Debt Coverage Ratio also improved from 0.7x in 2020 to 1.0x in 2022, indicating increased ability to meet debt obligations with cash flow.
Apple maintained stable Free Cash Flow to Equity (FCFE) per share, ensuring consistent returns to shareholders despite fluctuations in debt levels.
Asset Utilisation
Apple optimised asset efficiency over these years. The improvement in Total Asset Turnover from 0.8x to 1.1x signifies Apple’s increased efficiency in using assets to generate revenue. Similarly, Fixed Asset Turnover and Inventory Turnover ratios saw improvements, with the latter rising sharply from 32.4x in 2021 to 45.2x in 2022, due to refined inventory management.
Return on Assets (ROA) rose from 17.73% in 2020 to 28.29% in 2022, highlighting Apple’s ability to generate higher returns from its assets—a positive indicator of efficient asset utilization.
Investor/Market Ratios
Apple’s Price-to-Earnings (P/E) Ratio declined from 35.3x in 2020 to 22.6x in 2022, potentially indicating that the stock became more reasonably priced relative to earnings. Meanwhile, Earnings per Share (EPS) grew from $3.3 in 2020 to $6.1 in 2022, suggesting potential for future share price increases, although EPS alone isn’t a sole indicator of stock performance.
The Price-to-Book Value (PBV) ratio remained low across these years, suggesting Apple’s stock was close to book value, potentially signalling undervaluation. The lower Dividend Payout Ratio aligns with Apple’s focus on reinvesting capital for growth, while the Dividend Yield remained stable.
· The Return on Equity (ROE) rose markedly from 87.87% in 2020 to 196.96% in 2022, mainly due to short-term borrowings. This growth demonstrates exceptional returns to equity holders.
· Additionally, Return on Capital Employed (ROCE) improved from 40.42% in 2020 to 79.82% in 2022, reaffirming Apple’s efficient use of capital to generate returns.

Figure 4: Apple's Return Ratios
Apple’s Enterprise Value (EV) was notably high at 25.2x in 2020 due to increased market valuations during the COVID-19 pandemic but decreased to a more sustainable 16.9x by 2022.
Growth Rates
While product sales slowed in 2022, service revenues grew by 14.18%, reflecting the rising adoption of Apple’s service offerings, including Apple Pay, Mac software, and iTunes. Net sales and gross profits decelerated in 2022 after a high-growth period in 2021, hinting at market stabilization post-pandemic.

Figure 5: Sales Growth and Decline Rates

Figure 6: Revenues by Segments
Apple’s Research & Development (R&D) and Selling, General, and Administrative (SG&A) expenses increased over the period, reflecting Apple’s investment in innovation and market expansion. Cash and marketable securities decreased as Apple reinvested excess cash into operational activities to support growth.
Summary
Overall, Apple Inc. maintained a strong financial position from 2020 to 2022, with high profitability and optimised asset utilisation standing out as key strengths. Strategic leverage enabled substantial returns on equity, enhancing value for shareholders. Although declining liquidity ratios suggest that Apple may need to closely monitor short-term obligations, its impressive cash flow and effective supplier funding strategies mitigate immediate risks. Apple’s strategic balance between growth investments and operational efficiency suggests it is well-positioned for continued success in a competitive market.
Sales Growth Rates

Product sales 	
2021	2022	0.34720743656765429	6.3239764351428418E-2	Services sales	
2021	2022	0.27259708376729663	0.14181951041286078	Net sales	
2021	2022	0.33259384733074704	7.7937876041846099E-2	Year


% Change




Revenues by Segments

Products	
2022	2021	2020	316199	297392	220747	Services	
2022	2021	2020	78129	68425	53768	
Revenues in $ millions




Liquidity Ratios

Current ratio	
2020	2021	2022	1.3636044481554577	1.0745531195957954	0.87935602862672257	Quick Ratio	
2020	2021	2022	1.8201571276757249	1.5182856368693269	1.0982387551791768	Cash Ratio	
2020	2021	2022	0.36071049035979963	0.27844853005634318	0.15356340351469652	Year


Ratio




Net Operating Cycle

Inventory Days	
2020	2021	2022	8.6221315294381302	11.122118874453591	7.9650720657045975	Payable Days	
2020	2021	2022	89.800954240117008	92.565440109681134	103.25123240854231	Receivable Days	
2020	2021	2022	21.139828424676246	25.860143186347273	25.730457892921628	Year


Days




Apple Earnings

Net income	
2022	2021	2020	99803	94680	57411	Operating income	
2022	2021	2020	119437	108949	66288	
Earnings in $ millions




Return Ratios

Return on equity (ROE)	
2020	2021	2022	0.87866358530127486	1.5007132667617689	1.9695887275023682	Return on capital employed (ROCE)	
2020	2021	2022	0.40418033486579757	0.63270343097400639	0.79821026391589978	Year


Percentage (%) return




