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544 STRATEGIC MANAGEMENT CASES


EXHIBIT 3 Apple Revenues by Product (in millions of USD)
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Sorrrce.' Based on Applt's 201,tr Anural Report. p.27 .


Finance
Foryears Apple had no long-temr debt on its balance sheet. But in 2013, the firm. lor the first
tirne sincc 1994, uscd dcbt to llnancc opcrations, and rcportcd $17 hillion in long-tcrm dcbt,
and thcn rcportcd $29 bill-ion in long-tcran-dcbt in fiscal 2014, with varying rnaturity datcs out
as far as 2044. Applc is aggrcssivcly looking at {inancing lurthcr by dcbt and also lbr thc first
timc with bonds backed in Euros as well. The firm reported in April 20i4 that a $90 billion stock
repurchase had been authorizecl and also raised the dividend to $0.47 per share for a 30 percent
increase. Assuming $100 average stock price on the repurchases, Apple will need to purchase
900 million sharcs back, or around I 5 perccnt of current shares outstanding.


Apple 's current income statement and balance sheet are provided in Exhibits 4 and 5, re-
spectively. Much ol thc cash on Applc's balancc sheet is kept in lorcign banks. In this way, Applc


avoids paying IJ.S. corporate taxes on those earnings.


EXHIBIT 4 lncome Statement (in millions of USD)


Report Date September 27,2O14 September 28, 2013


Rsvcnues


Cost of' revenue


Gross profit


0pc'rating cxpenses


EBIT


Interest additions


EBT


Tax


Net income


.$182,795


I 12,258
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18,034
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1,i56
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13,1ltt


37,037


Sorn:e. Based on company documents.


Competitors
Apple competes in a highly competitive and rapidly changing industry that is often associated
with strong customer loyalty. Appie and rival lirms typically roll out new smartphones, com-
puters, and tablets annually. Many of Apple's rivals have prices 50 to 70 percent lower on com-
parable products. However, in the tablet and phone markel, top rival Samsung prices its top
products in line with Apple prices. Competition for Apple should only increase in the luture
as rival firms are bettcr ahle to duplicate Apple's products or even bell"er al.rle to persuade cus-
tomers their products arc just as -eood hut significantly chcapcr in pricc. 1bp compctitors for
Apple arc Samsung and Lenovo in the smartphonc, tablct. and PC markcts. Ilowcvcr, Applc
faccs signil'icant compctition from various other PC provide-rs such as Dcll. Sony, and Toshiba.
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