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EXECUTIVE SUMMARY

Recommendation HOLD

Current Price $333.69 (€297.65)
Fair Value (Base Case) $262.00

Margin of Safety -21.5%

Target Entry (HOLD) $245.00

Dividend Yield 0.32%

Expected Dividend Growth 4% annualized recent increase
Expected Price Appreciation (Base) 4.4% CAGR

Total Expected Return (Base) 4.8% CAGR

Bear Case Total Return -1.0% CAGR

Bull Case Total Return 9.0% CAGR
Probability-Weighted Return 4.4% CAGR
Wealth Preservation Score 57 /100
Downside Protection Score 60 /100

Quality Score 72 /100

Risk Level MODERATE
Probability of >50% Permanent Loss 5%

Recession Profile RESILIENT

One-Line Thesis: Apple is a durable, cash-generative ecosystem leader with a fortress balance sheet and
structurally rising services mix, but the current $333.69 price embeds growth and multiple expectations that offer
no margin of safety for a wealth-preservation mandate; the correct action is to wait for $245.
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INVESTMENT THESIS

Apple (NASDAQ: AAPL) owns a business that would rank near the top of any wealth-preservation quality screen.
It operates an integrated hardware and software ecosystem that ties roughly 2.5 billion devices to recurring
services revenue. The migration of revenue toward services matters because services gross margin reached
75.4% in fiscal 2025 compared with 36.8% for products. That mix shift provides a structural tailwind to income
even when hardware units are flat. The most recent quarter, Q3 fiscal 2026, ended June 27, 2026, produced
revenue of $109.42 billion, up 16.4% year over year, with iPhone revenue up 21.7% to $54.25 billion and
services revenue up 12.1% to $30.74 billion. Net income of $29.79 billion and diluted EPS of $2.02 rose 28.7%.
Those are strong numbers, but the quarter also contained a management caveat: the reported 50.1% gross
margin benefited materially from refunds of previously paid tariffs recorded as a reduction of product cost of
sales. That is a non-recurring boost, not an operational margin improvement.

The central tension in this report is not business quality. It is price. At $333.69, the stock trades at roughly 38.3
times trailing diluted EPS of $8.72 and about 35 to 38 times forward earnings depending on the data source
used. The dividend yield is 0.32%. A 10-year base case using 7% EPS growth, a terminal multiple of 30, and
dividend reinvestment produces a total return near 4.8% annually. That falls below this framework's required
return of roughly 7%, which is inflation plus 4% with a current risk-free alternative near 4%. The bear case is not
catastrophic, but it is negative: about -1% annually. That negative downside outcome disqualifies the stock as a
buy under the wealth-preservation mandate even though the company itself would survive a severe recession
with ease.

The question for a capital allocator is straightforward. Apple deserves a premium multiple because it has net
cash, enormous free cash flow, a loyal installed base, and a management team with a disciplined record. But a
premium can be too large. The consensus 12-month price target of $341.68 implies only 2.4% upside from
$333.69, and the median target of $357.50 implies about 7% upside. A reverse discounted cash flow framework
cited in the research packet suggests the current price needs roughly 18% growth to justify itself. That is a
demanding threshold for a company whose products business is mature and whose Greater China revenue
declined in fiscal 2023, 2024, and 2025 before recovering in the latest quarter. The correct response is not to sell
a high-quality business short or to forecast disaster. It is to wait. A price near $245 would reset the forward
multiple toward 28 times, lift the dividend yield toward 0.45%, and move the base-case total return above 8%
with a positive bear case. That is the entry point at which Apple becomes a wealth-preservation buy.

1. BUSINESS QUALITY ASSESSMENT

Apple is not in secular decline. The smartphone hardware market is mature, but Apple's services segment gives
the enterprise a second growth engine that grew from $78.1 billion in fiscal 2022 to $109.2 billion in fiscal 2025, a
compound rate above 11% across those three years. The product business remains large at $307.0 billion in
fiscal 2025, but its growth is lumpier. Products revenue fell 5.7% in fiscal 2023 and 1.1% in fiscal 2024, then rose
4.1% in fiscal 2025. The durable economic story is that each hardware unit sold pulls a customer into iCloud
storage, Apple Music, the App Store, Apple Pay, warranties, and now Al-adjacent services. That recurring pool
dilutes the cyclicality of hardware replacement cycles.

From a sector standpoint, Apple sits in consumer technology, a moderately cyclical business. The framework
treats that classification with heightened scrutiny, and Apple passes the scrutiny because of its balance sheet
and its installed base. The geographic structure is also important. Apple manages its reportable segments

geographically rather than by product line: Americas, Europe, Greater China, Japan, and Rest of Asia Pacific.
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That structure means investors do not get clean product-level disclosure outside of iPhone and services. The
best available fiscal 2025 geographic figures show Greater China net sales of $64.4 billion, down from $67.0
billion in fiscal 2024 and $72.6 billion in fiscal 2023. China matters because it is both a large end market and the
location where over 90% of iPhones are assembled. However, the Q3 fiscal 2026 10-Q states that Apple grew in
every geographic segment, including a return to growth in Greater China after the fiscal 2025 decline. That
removes the most immediate China spiral concern but not the long-term structural risk.

The quality assessment should focus on the ecosystem as a moat. The sources describe 2.5 billion active
devices. A competitor cannot easily replicate the way Apple's proprietary operating system, App Store,
iMessage, and device interoperability lock users in. Those switching costs protect premium pricing power.
Clearthesis rates the moat strength a 5 on its 5-point quality scorecard and calls the ecosystem "even harder for
rivals to replicate" as Apple shifts toward custom U.S.-made silicon and integrated Al. That moat is
strengthening, not weakening. The products business carries an intense competitive environment, with rivals in
China and Korea offering aggressive pricing, but Apple has historically retained customers through software
continuity and brand. The main durability question is regulatory. The European Commission fined Apple €500
million in April 2025 for breaching the Digital Markets Act anti-steering rules. The U.S. Department of Justice
maintains an antitrust suit. Those actions attack the App Store's economics, which is the most profitable part of
the services walled garden. They do not destroy the ecosystem quickly, but they cap the terminal growth rate an
investor should assume for services margin.

The sector tailwinds are real but partly priced. Apple Intelligence and a rumored foldable iPhone constitute the
upgrade-cycle optionality. Services monetization, possibly through a "Siri Premium" subscription, is a long-dated
catalyst. The base business needs none of those to stay durable. It needs them to justify a 38 times multiple.

2. FINANCIAL FORTRESS ANALYSIS

Apple passes the solvency gate with margin. The fiscal 2025 10-K shows long-term debt of $78.3 billion, down
from $95.3 billion in fiscal 2023. The company also had unrestricted cash, cash equivalents, and marketable
securities of $140.8 billion at the end of fiscal 2024, and the latest filings show Apple continued to reduce net
debt while returning over $112 billion to shareholders in fiscal 2025 through buybacks and dividends. On a gross
long-term debt basis, the company's debt-to-equity using the implied book equity from Yahoo Finance's 45.74
price-to-book ratio works out near 0.7 times. On a net cash basis, Apple has no net leverage. That is the relevant
fact for a business whose operating cash flow was $111.5 billion in fiscal 2025 and $146.7 billion on a
trailing-twelve-month basis.

The interest coverage question is effectively moot. Apple's trailing operating margin is 32.62%, producing
operating income in the range of $150 billion on trailing revenue of $466.8 billion. Even without the precise
interest expense line in the packet, coverage is clearly far above the 8 times threshold this framework prefers.
Current ratio data is not provided, but a company with $140.8 billion in liquid assets against $78.3 billion of
long-term debt and rolling short-term obligations has ample liquidity. Free cash flow was $98.8 billion in fiscal
2025, down 9.2% year over year because of working capital and elevated capex, but the trailing free cash flow
recovered to $136.7 billion. Free cash flow has been positive in every year this packet covers, and no source in
the packet shows a negative year. The solvency verdict is FORTRESS.

Earnings quality is high. Trailing operating cash flow of $146.7 billion compares with trailing net income to
common of $128.9 billion, a conversion ratio above 110%. Free cash flow of $136.7 billion also exceeds net
income. Receivables increased $6.68 billion and other net operating assets increased $20.62 billion in the most
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recent period, which created a working-capital drag, but that is a use of cash, not a red flag of revenue
recognition. There is no restatement, no auditor change, and no going-concern qualification in the packet. The
only earnings-quality caveat is the tariff refund that inflated Q3 fiscal 2026 gross margin by roughly 3.6 points to
50.1%. An investor should normalize that away. The underlying margin remains strong, but the tariff refund
should not be extrapolated.

Dilution is not precisely quantifiable because the packet does not give a five-year share count. The observable
behavior tells the story. Apple authorized a new $100 billion buyback program in April 2026 and spent $112.09
billion on buybacks and dividends in fiscal 2025. Buyback intensity of that size against a $4.92 trillion market cap
implies a net reduction in shares, not dilution. The framework flags management extraction at above 4% annual
dilution. Apple shows the opposite. The most reasonable classification is no dilution risk.

Overall, the financial fortress section is the strongest part of the AAPL file. The company would remain solvent in
a 30% revenue recession, and it would continue generating cash. The issue is never survival. It is always price.

3. DIVIDEND ANALYSIS

Apple pays a modest dividend. The most recent disclosed action raised the quarterly dividend by 4% to $0.27 per
share. That is $1.08 per year, which at the current price of $333.69 is a 0.32% yield. This is not an income
vehicle. The dividend contributes almost nothing to the required return. Wealth-preservation investors who need
yield should look elsewhere or wait for price entry that improves the yield.

The safety of the payout is not in question. Trailing diluted EPS is $8.72, so the payout ratio is 12.4%. Trailing
free cash flow is $136.68 billion over roughly 14.7 billion shares, implying free cash flow per share near $9.30, so
the free cash flow payout ratio is about 11.6%. The framework's warning thresholds are a payout ratio above
75% for a mature firm and a free cash flow payout ratio above 85%. Apple sits near 12% on both. A 40%
earnings decline would still leave the dividend covered multiple times over. The dividend was not cut during the
2020 downturn or during the fiscal 2023 earnings decline, and the company has raised it consistently since
reinstating payouts in 2012. The dividend history is roughly 14 years, which meets the framework's preferred
10-year threshold but not the 15-year preferred mark.

Dividend growth is moderate. The latest 4% increase beats current consumer inflation but does not provide
meaningful portfolio income. The five-year dividend growth rate is not in the packet, so | will not assert a number.
What matters for this framework is that the dividend is rock solid but too small to cushion valuation downside. A
0.32% vyield provides no meaningful income cushion in a bear case. The dividend analysis therefore reinforces
the HOLD verdict: the payout is safe, but it does not help meet the return hurdle at today's price.

4. VALUATION ANALYSIS

Apple is expensive on every multiple the packet supports. At $333.69, the trailing price-to-earnings ratio is 38.3
times on diluted EPS of $8.72. Yahoo Finance shows a trailing P/E of 38.65 and a forward P/E of 35.21. Basis
Report shows a reverse-DCF framework that produces a price-to-earnings near 36.1 times, an EV/EBITDA of
28.5 times, and a PEG of 2.20. Yahoo Finance shows EV/EBITDA of 29.41 and a PEG of 2.71. Price-to-sales is
10.67. Price-to-book is 45.74. Trailing free cash flow of $136.68 billion gives a price-to-free-cash-flow multiple
near 36 times on the $4.92 trillion market cap. None of those multiples is a wealth-preservation entry point. The
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undervaluable.com valuation screen cited in the packet places Apple in a P/E zone of 20 to 25 as "speculative"
and a P/FCF above 30 as "expensive."

The comparison to history is also unfavorable. Apple's five-year revenue CAGR is 3.3% per Clearthesis, while
the current forward P/E is above 35. A multiple that high on single-digit revenue growth requires the market to
believe either that the Al upgrade cycle will reaccelerate hardware growth or that services will compound fast
enough to absorb the multiple. The research packet's market-expectation section shows a reverse DCF implying
the current price needs 18% growth to justify itself. That is the key valuation number. Apple has not delivered
18% sustainable growth; the Q3 16.4% revenue growth and 27.1% earnings growth are cyclical rebound and
tariff-refund distortions. A normalized earnings growth rate of 6% to 8% seems more supportable given a mature
iPhone base and a 10% to 12% services grower.

For a fair value estimate, | use a normalized earnings multiple of 30 times against current trailing diluted EPS of
$8.72. Thirty times is a full but defensible multiple for a company with net cash, 75% services gross margins, and
an ecosystem moat. It is below the 38.3 trailing multiple because the regulatory risk and input-cost inflation make
the terminal growth assumption uncertain. That calculation produces a base-case fair value of $262 per share.
The margin of safety is negative 21.5%: the current price is 21.5% above a defensible normal valuation. That
negative margin of safety is the single most important output of this report for a wealth-preservation mandate.

5. SCENARIO ANALYSIS

The scenario analysis uses a 10-year horizon and current diluted EPS of $8.72 with a $1.08 annual dividend. It
includes dividend reinvestment in the total return figures.

Bear case (25% weight). A U.S. recession occurs, and Apple's Greater China recovery stalls under renewed
tariff pressure and local competition. Revenue compounds at 3%. Input-cost inflation from memory and
semiconductors compresses operating margin, and the net margin drops to the low 20% range. Share
repurchases slow. EPS compounds at about 3.5% to $12.30 by fiscal 2036. The terminal multiple contracts to 23
because growth disappoints and the Al monetization story does not materialize. Terminal price is $282.90. Price
CAGR is negative 1.6%, and reinvested dividends add about 0.5% annually. Bear-case total return is roughly
negative 1.0%. This is not a catastrophic loss, but it is a negative return over a decade, which fails the
wealth-preservation requirement for a buy. Capital is preserved roughly in nominal terms but loses to inflation
and the 4% risk-free alternative.

Base case (50% weight). Apple stabilizes in China, services grow around 10% to 12%, and hardware revenue
grows slowly. Revenue compounds at 5%. Net margin stays near 27%, and buybacks reduce share count about
1.5% per year. EPS compounds at 7% to $17.15 by fiscal 2036. The terminal multiple is 30, reflecting durable
quality but less scarcity value than today. Terminal price is $514.50. Price CAGR is 4.4%, and reinvested
dividends add roughly 0.4%, producing a total return near 4.8%. That is below the 7% hurdle. The base case is
not a disaster; it is simply insufficient for the target return at the current price.

Bull case (25% weight). Apple Intelligence drives a sustained iPhone upgrade cycle, the foldable launch works,
and services monetization compounds above 15%. Greater China grows. Revenue compounds at 8%. EPS
compounds at 10% as buybacks and margin stability combine, reaching $22.62 by fiscal 2036. The terminal
multiple holds at 34 because the growth narrative is intact. Terminal price is $769.10. Price CAGR is 8.7%, and
reinvested dividends add about 0.3%, producing a total return near 9.0%. This case clears the hurdle but
requires the bull thesis to work while starting from a 38 multiple.
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Bear $12.30 $282.90 -1.0% 25% -0.25%
Base $17.15 30x $514.50 4.8% 50% 2.40%
Bull $22.62 34x $769.10 9.0% 25% 2.25%
*Expected** **4.4%** **4.40%**

The probability-weighted expected return is 4.4% annually. That is below the 7% hurdle and below the risk-free
plus inflation benchmark. The downside protection is real but inadequate at the current price. The bear case
negative 1.0% and the base case 4.8% explain the HOLD. At $245, the same base-case terminal price of
$514.50 produces a price CAGR of 7.7%, and with a 0.45% dividend yield the total return exceeds 8% with a
positive bear case.

6. RISK ASSESSMENT

The largest risk is valuation. At 38.3 times trailing earnings, Apple requires sustained execution that the base
business has not demonstrated. A multiple de-rating from 38 to 30 over a decade subtracts roughly 2.4% per
year from price returns. That math, not a balance sheet collapse, is the primary capital-loss vector for a buyer at
$333.69. A wealth-preservation portfolio should not accept that multiple risk without a corresponding margin of
safety. There is no margin of safety at this price.

The second risk is Greater China. Apple's fiscal 2025 10-K shows Greater China net sales declined from $72.6
billion in fiscal 2023 to $67.0 billion in fiscal 2024 and $64.4 billion in fiscal 2025. The Q3 fiscal 2026 filing reports
a return to growth in Greater China, but one quarter does not remove structural exposure. Apple assembles over
90% of iPhones in China. U.S.-China tension, tariffs, and local competition from Huawei and others make the
region a permanent swing factor. A 10% or greater annual decline in China revenue would pressure both iPhone
profitability and the installed base that feeds services.

Regulatory risk is specific and quantifiable. The European Commission fined Apple €500 million in April 2025 for
violating DMA anti-steering rules. The U.S. Department of Justice continues an antitrust action. Both threaten the
App Store's commission economics, which is the highest-margin part of services. The DMA fine itself is small for
Apple, but the strategic direction is not. If Apple is forced to allow external payment routing at scale, services
gross margin could compress below the 74% threshold this framework sets as a reassessment trigger.

Supply-chain and input-cost risk is rising. The Q3 fiscal 2026 10-Q states that Apple faces rising costs for
semiconductors, storage, and memory that it expects to intensify. The research packet cites memory price
increases of 40% to 50% over the prior year. Tariff refunds flattered the latest quarter. If new tariffs land and
memory inflation persists, gross margin will drop once the refund effect washes out. That margin compression
would hit earnings growth and challenge the multiple.

Management transition risk is present but manageable. The September 1, 2026 Form 8-K announced that Tim
Cook becomes Executive Chair and John Ternus becomes CEO. Ternus inherits a well-run machine, but CEO
transitions create execution uncertainty. This risk is lower than the regulatory and China risks because Apple's
succession has been orderly.

Finally, the probability of a greater than 50% permanent loss is low, estimated at 5%. Apple has net cash, a
dominant ecosystem, and a 14-year dividend record. A permanent 50% loss would require a combination of a
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recession, a China decoupling shock, and a regulatory dismantling of the App Store. That combination is
possible but not probable.

7. MANAGEMENT & GOVERNANCE

Tim Cook has run Apple since 2011 and turned roughly a $350 billion company into a roughly $4 trillion
franchise. The Clearthesis source rates management quality as Strong with High execution, Disciplined capital
allocation, and High alignment. Cook’s long tenure and stock ownership provide continuity. The September 1,
2026 8-K transition to John Ternus as CEO is the governance item to monitor. Cook becomes Executive Chair,
which preserves some continuity, but the new CEO's execution on Al and supply-chain diversification will
determine whether the premium multiple holds.

Apple's capital allocation record is disciplined at the level that matters for an equity holder. The company
returned $112.09 billion to shareholders in fiscal 2025 through buybacks and dividends. It authorized a new $100
billion repurchase program in April 2026. Its M&A strategy has favored capability-driven tuck-ins and acquihires
rather than empire-building. The notable exceptions are Beats and the Intel modem unit, both strategically
relevant. The $30 billion Broadcom deal through 2031 for custom U.S.-made chips is a supply-chain resilience
investment, not a dilutive acquisition. The $2 billion Q.ai acquisition supports Al features ahead of the 2026
upgrade cycle.

The main governance caveats are the same two the sources identify: pending CEO transition and European
regulatory pressure. The transition appears orderly and does not raise an immediate red flag. The regulatory
pressure is beyond management control. No accounting red flags, no restatements, no auditor changes, and no
disclosure-control issues appear in the packet. That absence is itself a positive governance signal.

8. PEER COMPARISON

The supplied research packet does not include comparable company multiples for Apple's competitive cohort. It
provides no peer table for Microsoft, Alphabet, Samsung, Huawei, or other consumer technology companies, and
it does not provide a sector median P/E, EV/EBITDA, or P/B series. | will not invent peer figures. What the
sources do provide are Apple's own absolute metrics and valuation thresholds.

Wealth-Preservation Dimension Apple

Debt / Equity ~0.7x gross, net cash positive Not provided
Interest Coverage Clearly above 8x Not provided
Dividend Yield 0.32% Not provided
Payout Ratio 12.4% Not provided
FCF Margin (TTM) ~29% Not provided
ROIC 49.6% to 58.6% per sources Not provided
Trailing P/E 38.3x Not provided
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Wealth-Preservation Dimension Apple

+2.4% to $341.68 Not provided

Analyst-Implied Upside

The qualitative conclusion from the missing peer set is still usable. Apple's balance sheet strength and capital
efficiency would likely rank near the top of any consumer hardware or diversified technology peer group. Its
valuation is the dimension where it likely ranks expensive. The absence of peer comps does not change the
HOLD verdict because the verdict rests on Apple's own valuation relative to its own growth and history, not on a
relative multiple gap.

9. KEY METRICS SUMMARY

EQUITY RESEARCH

Current Price

$333.69 (€297.65)

Authoritative live quote

Market Cap ~$4.92T Yahoo Finance
Trailing EPS (TTM) $8.72 Yahoo Finance
Trailing P/E 38.3x Computed
Forward P/E 35.21x to 37.8x Yahoo/VCP

P/S 10.67x Yahoo Finance
P/B 45.74x Yahoo Finance
EV/EBITDA 29.41x Yahoo Finance
PEG 2.71x Yahoo Finance
TTM Revenue $466.82B Yahoo Finance
TTM Net Income $128.93B Yahoo Finance
TTM Operating Cash Flow $146.72B MoatScan
TTM Free Cash Flow $136.68B MoatScan
FY2025 Revenue $416.16B Form 10-K
FY2025 Net Income $112.0B Form 10-K/Stocktitan
FY2025 Diluted EPS $7.46 Form 10-K
FY2025 Gross Margin 46.9% Computed
Services Gross Margin FY2025 75.4% SignalX
Products Gross Margin FY2025 36.8% SignalX
Long-Term Debt FY2025 $78.3B Stocktitan
Dividend (Annual) $1.08 Clearthesis
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Short Float 0.78% ChartMill
Days to Cover 2.12 ChartMill

10. MONITORING CHECKLIST

Services gross margin Breaks below 74% two consecutive quartefReassess thesis, decrease fair multiple
Greater China YoY Two consecutive negative quarters with iPHeesskasestlass and bear, favor wait
iPhone revenue growth Below 5% in a non-recession quarter Reduce bull probability

Input-cost inflation Memory/semi costs intensify and gross maRgasseps EX-26Rihéarnings

CEO transition Ternus execution misses on Al roadmap oiReghpte cluaility score

Regulatory action DOJ or EU forces App Store fee changes Lower terminal services margin

Price Reaches $245 or lower with fundamentals ldppade to BUY

Dividend Any cut Immediate downgrade to AVOID
Buybacks Buyback pace slows materially without expReassess EPS growth support

11. MARKET EXPECTATIONS & CONSENSUS

The street currently holds a moderately optimistic but not aggressive view. VCP Scanner, updated October 5,
2026, shows a consensus price target of $341.68 from 112 analysts against the current $333.69, implying 2.4%
upside. The median target is $357.50, and the range spans $245 fair-value bear to $400 bull. Ratings mix is 71
Buy or Strong Buy, 32 Hold, and 9 Sell. That is a positive but not euphoric skew. Four of seven analysts raised
price targets in the past 30 days, which VCP Scanner reads as a bullish signal, but the aggregate upside remains
small.

The spread in expectations is wide. VCP Scanner shows a 45% target range. Basis Report shows an even wider
57% spread, with bull target at $400 and bear implying negative 34%. That disagreement reflects uncertainty
about tariffs, Al monetization, and services sustainability. A high spread is not a buy signal; it is a signal that
terminal assumptions are unsettled.

The implied growth embedded in the current price is the critical consensus question. The search summary labels
implied growth at plus 1.0%, which is too low to be the whole story. Basis Report's reverse DCF is more useful: it
says the current price needs 18% growth to justify itself. Apple's trailing quarterly revenue growth is 16.4%, so
one quarter is near that bar, but that growth included tariff refunds and a rebound. A normalization of growth to
6% to 8% leaves the price above its structural support.
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Short interest is low. ChartMill's latest reading from August 29, 2025 shows 113.58 million shares short, which is
0.78% of float, with 2.12 days to cover. That means no crowded short to squeeze, and no wall of negative
conviction to cushion an earnings miss. The analyst consensus is Buy, but the valuation setup is not compelling
for an investor whose first duty is capital preservation.

What would validate the consensus: iPhone 17 demand stays strong, services revenue continues above $120
billion trailing and accelerates above 15%, and Apple Intelligence produces a durable upgrade cycle. What would
disappoint: tariff impacts worsen, Apple Intelligence monetization is delayed, or services growth decelerates. The
bear markers are $264 from Bybit and $245 from VCP Scanner. The stock is worth $262 on my normalized
multiple, which sits within that bear range.

12. KEY BUSINESS DRIVERS

Driver 1: iPhone revenue growth.

Why it matters: iPhone is roughly 50% of revenue and the top of the funnel for services.

Current level: Q3 fiscal 2026 iPhone revenue $54.25 billion, up 21.7% year over year, a June-quarter record.
Bull threshold: Sustained double-digit iPhone revenue growth into fiscal 2027.

Bear threshold: iPhone revenue growth below 5% for two consecutive quarters.

Next data point: Q4 fiscal 2026 earnings, expected around late October 2026.

Driver 2: Greater China YoY growth.

Why it matters: China is the largest end market and the region where most iPhones are assembled, so it drives
both demand and supply-chain risk.

Current level: Fiscal 2025 China revenue $64.4 billion, down from $67.0 billion in fiscal 2024; Q3 fiscal 2026
returned to growth.

Bull threshold: China YoY growth above 10% on a clean iPhone cycle.
Bear threshold: China revenue decline resumes for two consecutive quarters.

Next data point: Q4 fiscal 2026 earnings and any 10-K geographic disclosure.

Driver 3: Services gross margin.

Why it matters: Services margin above 74% confirms the structural shift toward high-margin recurring revenue.
Current level: Fiscal 2025 services gross margin 75.4%.

Bull threshold: Sustained above 76%.

Bear threshold: Break below 74% for two quarters.

Next data point: Q4 fiscal 2026 earnings.

Driver 4: Services revenue growth.

Why it matters: Services growth is the structural counterweight to hardware cyclicality.
Current level: Q3 fiscal 2026 services revenue $30.74 billion, up 12.1%.

Bull threshold: Annual services growth above 15%.

Bear threshold: Annual services growth below 10% with margin erosion.
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Next data point: Q4 fiscal 2026 earnings.

Driver 5: Input-cost and tariff pressure on product gross margin ex-refund.

Why it matters: The Q3 50.1% gross margin was inflated by tariff refunds; the clean operational margin
determines the real earnings trajectory.

Current level: Memory prices up 40% to 50%; Apple guided to rising semi and storage costs.
Bull threshold: Gross margin stabilizes above 46% excluding refunds.
Bear threshold: Gross margin falls below 44% excluding refunds.

Next data point: Q4 fiscal 2026 earnings and management commentary.

13. PROXY TRACKERS & LEADING INDICATORS

Technology Select Sector SPDRX@KNa3qHg-100 Broad tech risk appetite leads ABRBLidietbtQQQ holds above its 50-day mo
Taiwan Semiconductor TSM Apple's core chip supplier; leadsBBHishef desivifmward guidance strengthe
KraneShares CSI China InterneKWEB China consumer and regulatory BelitghehKjv&B rises; bearish if KWEB di
U.S. 10-Year Treasury Yield  ~TNX Higher yields pressure long-durd@iearisithf hoHyipdasyield rises sharply; bull

Monitoring rule: If TSM breaks below its 50-day moving average or KWEB drops more than 10% in a month,
re-evaluate the AAPL China and supply-chain thesis within five days.

EXIT TRIGGERS

This is a HOLD recommendation, so the triggers are conditions that would either upgrade the stock to BUY or
downgrade it to AVOID.

» Upgrade to BUY: AAPL trades at $245 or lower while services gross margin remains above 74%, China
returns to sustainable growth, and free cash flow stays positive. At that price, the base-case total return
exceeds 8% and the bear case turns positive.

» Downgrade to AVOID: Services gross margin breaks below 74% for two consecutive quarters, indicating
the regulatory or competitive pressure is permanently reducing the margin pool.

» Downgrade to AVOID: Greater China revenue declines for two consecutive quarters while iPhone revenue
growth falls below 5%, indicating a structural demand problem.

* Immediate review: John Ternus's first full fiscal year shows operating-margin erosion or a major Al
execution failure. A CEO transition failure on top of premium valuation removes the last reason to hold.

* Immediate exit if owned: Apple cuts its dividend or meaningfully slows buybacks without a strategic
explanation. Either would signal a capital-return regime change that undermines the EPS support.
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FINAL RECOMMENDATION
RECOMMENDATION: HOLD

Apple is a top-quality business, but at $333.69 the stock offers negative margin of safety against a base-case fair
value of $262 and an expected 10-year total return of roughly 4.4% annually. That does not clear the
wealth-preservation hurdle. The company will preserve its own capital in a downturn. The issue is that a buyer at
today's price will not preserve theirs in the likely base case. The correct action is to wait for $245.

ANALYST NOTES

Key Assumptions: Base case uses 5% revenue CAGR, 7% EPS CAGR, terminal P/E of 30 at fiscal 2036, and
$1.08 annual dividend. Fair value uses 30 times trailing EPS of $8.72. Bear case uses 3% revenue growth, 3.5%
EPS growth, terminal P/E of 23, and assumes China remains weak and margin inflation hits input costs. Bull
case uses 8% revenue growth, 10% EPS growth, terminal P/E of 34, and assumes Al monetization and a
foldable upgrade cycle hit.

Limitations: The packet does not provide a complete five-year diluted EPS series, a current share count, a full
debt maturity schedule, current ratio, beta, 52-week range, or peer company multiples. | did not fabricate those.
The dividend growth rate is based on the latest 4% increase, not a stated five-year CAGR. The fair value is a
normalized multiple exercise, not a full DCF.

Confidence Level: MEDIUM. Business-quality inputs are strong and sourced, but the valuation conclusion
depends on the terminal multiple assumption. A terminal multiple of 30 is defensible but not certain; if the market
permanently awards Apple 35 to 38 times earnings, the base-case return would be higher. The downside risks
from China, regulation, and input costs make the lower multiple the appropriate wealth-preservation assumption.

Report prepared for Moschovakis Capital. This analysis is for informational purposes only.
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CONTINUE THE RESEARCH

This report is one of over 120 equity research analyses published by Moschovakis Capital. Each covers valuation,
scenario modelling and risk in the same format as the report you have just read.

Full equity research archive
Latest published research

Enquiries and coverage requests
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IMPORTANT DISCLOSURES

This report has been prepared by Moschovakis Capital for informational purposes only and does not constitute investment advice, a solicitation, or an

offer to buy or sell any security. The information contained herein is based on sources believed to be reliable but is not guaranteed as to accuracy or

completeness. Past performance is not indicative of future results. Investing involves risk, including the possible loss of principal. Moschovakis Capital

and its affiliates may hold positions in the securities discussed. This document is confidential and intended solely for the recipient. Any reproduction or
distribution without prior written consent is prohibited.
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