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CASE 21 . APPLE lNC., 2015 il3


EXHIBIT 2 Apple Revenues by Region (in millions of USD)


Revenues 2014 2013 20'12
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.!ourre.' Based on Apple's 2014 Awtua.l Reytrt. p. 27 .


the United States. While able to better maintain quality control, this does put Apple at risk over


strikes, poor management, or other disnrptive activities at a single location facility. To counter


this problem, Apple tends to stock enough supply to cover its demand for up to 150 days, but dur-
ing a new issue of an iPhone. lor examplc. there can bc supply shorlages, where custonters must


wait weeks or evsn months to rcccivc their products.


Apple has sucd Sanrsung twicc in the last couple of ycars for patent infr"ingements in the
hypcrcompetitivc smartphonc industry. Apple was awarded $ 120 million of a $2.2 billion claim
for Samsung violating three patcnling infringements. Flow'ever, Apple was unable to prove that


Samsung's action caused signilicant damage to its product line. To date, Samsung has been or-


dered to pay Apple over Sl billion in damages, and both cases have been appealed, and Apple
has yet to receive any conlpcnsation. More irnportant forApple than the $1 billion was the desire
lor the legal actions to impair Sarnsung fi'om being able to sell certain products. To date, this
outcome docs not appe ar likely lbr Applc.


Segment Data
Exhibit 2 revcals thatAppte's sales increased 7 pelcent in 2014, lbllowing a 9 percetrt increase
the prior ycar. Fiscal 2014 sales were boosted by strong iPhone 5s and 5c sales, and also ac-
count tor initial sales of the iPhone 6 and iPhone 6+, released in October 2014 in the United
States, one month before Apple's fiscal year ended. However, some preorder sales of iPhone 6
and 6+ are included in Apple's 2014 fiscal year. With the iPhone 6 and 6+ also comes Appie
Pay, which allows custonters to pay by scanning theitphones at selectedretail stores. As of iale


2014, 83 pcrccnt of all crcdit card transactions in the United Statcs were contpatihle with Apple
Pay, with banks not offcring compatible products quickly hut ral.hcr coming to agreerncnt with
Applc. The company 1L:portcd sales increases in all rcgions in fiscal 2014, cxccpt in thc Rcst of
Asia Pacific region, which experienced a small decline. The largest pcrcent growth came from


China and Japan.
Apple's iPhone accounted tbr 55 percent of total 2014 revenues, up 1 1 percent from fiscal


201 l, as indicated in Exhibit 3. Apple's iPad sales have been steady but have not increased since
2012. Apple's new iPad Air 2 hopes to reverse this trend. However, with the larger iPhone dis-
plays with the 6 and 6+ products. many customers may opt only for having one dcvicc. In a hit of
a surprisc for analvsts, Applc's Mac salcs were up 12 percent in fiscal 2014, from slrongcr than
cxpectcd back-to-school sales on Macs. The back-to-school salcs rvcre strong cnough to boost


Mac revenues to $6.6 billion in Q4 of tiscal 2014, more than iPad's revenue of $5.3 billkx. Mac
now owns over 6 percent of the global PC market, its largest market share since 1995. Mac has
gained market sharc on windows machines in 33 of the last 34 quarters.


iTunes, Software, and Services also continues to elrow, up 12 percent from fiscal 2013. This


segment includes the Apple Store, iCloud, ilife, iWork, AppleCare. and apps that many users
pay to download and use on their iPhones and iPads. Apple's iPod, once the bcllwether for thc
hrm bclore thc rcleasc of thc iPhone, has heen in constant declinc, with saies down 61 pcrccnt
from 20l2 to 2014. [n summcr 201,1, Applc discontinucd making its classic iPod 160gb device
on claims thcy could no Ionger get thc parts. Apple's accessories scgmcnt includcs hcadphoncs,


Apple TY cases, and Apple Watch. Apple Watch will be compatible only with iPhone 5 and
newer products running iOS 8.0 or newer.
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